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SDSBS Teams Up 1o Win Landmark Viciory

n May 18, 2005, a jury in West Palm Beach, Florida
delivered an historic judgment of almost $1.45 billion
against Morgan Stanley & Co. on behalf of financier
Ronald O. Perelman’s company, Coleman (Parent)
Holdings, Inc. The jury found the investment banker li-
able for its role in a fraud relating to the 1998 sale of
Coleman Company to Sunbeam Corporation. Reportedly,
it is the largest judgment ever returned in the U.S. for
the benefit of a single individual. The case was marked
by the defendant’s efforts to evade obligations to pro-
duce evidence and its accusations of improper conduct
against everyone from the judge to its own lawyers.

It was a David vs. Goliath battle. Mr. Perelman’s David,
however, had the determination and resources necessary
to pursue Morgan’s Goliath. The battle took place before
Palm Beach County Circuit Court Judge Elizabeth T. Maass,
who frequently found herself and the integrity of the legal
system challenged by Morgan’s aggressive defense.

In December 1997, Mr. Perelman, with controlling interest
in Coleman, was approached by Sunbeam with an offer to
buy Coleman. No agreement was reached. Morgan then
contacted Mr. Perelman on behalf of Sunbeam, and nego-
tiated the sale. The sale was completed in March 1998,
netting Mr. Perelman $1.5 billion, $680 million of which
was in Sunbeam stock. Morgan’s fee was $10 million.

Weeks later, Sunbeam’s market value dropped. New
sales and earnings figures conflicted with earlier state-
ments backed by Morgan. Sunbeam’s accountant, Arthur
Andersen, withdrew an audit of the company’s books.

In 2001, Sunbeam filed for bankruptcy and its share-

holders were left with
worthless stock. Mr.
Perelman focused on
Andersen’s role in
Sunbeam’s demise.

During the Andersen
litigation, Mr. Perelman’s
legal team discovered a
letter from Andersen to

Morgan dated days before
the Coleman-Sunbeam
sale closed. It outlined
Sunbeam’s decreasing
sales, escalating debts,
and accumulating losses.
Nonetheless, Sunbeam
issued a press release,
drafted with Morgan’s
approval, that presented
Sunbeam’s economic per-
formance as optimistic,
concealing the true facts.

Charged by Mr. Perelman

with fraud for its part in

the cover-up, Morgan argued that it had accurately
reported all of the information available to it at the time,
and that it, too, was being lied to by Sunbeam. However,
Morgan not only knew of Sunbeam’s financial difficulties,
but had participated in concealing them. In May 2003,
Mr. Perelman sued Morgan.

Jerold Solovy, of Jenner & Block, was the primary litigator
for Mr. Perelman. Mr. Solovy had successfully partnered
with Jack Scarola, of Searcy Denney Scarola Barnhart &
Shipley, for a $70 million Continued on page two.
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settlement on the case against Andersen. Jack Scarola was asked to partner on the
case against Morgan.

During discovery, Morgan engaged in a concerted effort to delay and obstruct the
litigation. It failed to produce court-ordered documents, destroyed evidence, and
falsely certified that it had disclosed other documents.

Confronted with Morgan’s misconduct, Judge Maass opted for sanctions against
Morgan, directed at correcting the misconduct rather than punishment. Morgan
continued to evade court orders, charging the judge with bias and emotionalism.
The Court escalated sanctions against Morgan.
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