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WESTERN DIVISION

“"gv08-03624 SFiy (R

CHRIS PARNASS, and on behalf of Civil Action No.
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NOTICE OF REMOVAL
PLEASE TAKE NOTICE that Defendants UBS AG, UBS Financial
Services Inc. (“UBS FS”), and Peter Weintraub (collectively, “Defendants™), by

and through their counsel, submit this Notice of Removal pursuant to 15 U.S.C. §§
77p(c) and 78bb(f)(2), and 28 U.S.C. §§ 1441(a) and (b) and 1446, rembving this
action from the Superior Court of the State of California, County of Los Angeles, in.
which the action is currently pending, to the United States District Court for the
Central District of California Western Division. Jurisdiction exists under 15 U.S.C.
§8§ 77, et seq. and 78, et seq. and 28 U.S.C. § 1331:

Defendants state the following facts as grounds for removal:

1. Plaintiff commenced this putative class action captioned Parnass v.
UBS AG et al, Case No. BC390220, in the Superior Court of the State of California,
County of Los Angeles (referred herein as “this Action” or “State Court Action”).
The Complaint in this Action was filed on May 5, 2008. It was delivered to a
branch of UBS FS on May 5, 2008.

2. This action is styled as a putative class action brought under state law
on behalf of “all persons and entities who provided funds for the account named
Landwin Management, from which Plaintiffs purchased and now hold auction rate
securities.” See accompanying Declaration of Tamara McCrossen-Orr |
(“McCrossen Decl.”), Exhibit 1 (the “Complaint” or “Compl.”) § 4. Plaintiff
alleges that the “members of the Class are 211 or greater in number.” Id. § 5.
Plaintiff alleges that “monies provided to Defendant by Landwin Management” and
originally invested in “liquid ‘Federal Funds®” were “later reinvested . . . in auction
rate securities, some of which were underwritten and sold by UBS.” Id. § 3.

3. Plaintiff further alleges that “statements made by Defendants to the
investing public misrepresented or omitted material facts about the liquidity risks
associated with auction rate securities and the market for such securities, and

pursued market manipulation intended to create a false appearance of active trading

-1- NOTICE OF REMOVAL OF ACTION
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of such securities....” Id. 9 6(c). Plaintiff alleges that Defendants misrepresented
to investors that “auction rate securities were the same as cash and were highly
liquid, safe investments for short-term investing.” Id. §9 12, 35. Plaintiff further
alleges that Defendants failed to disclose that auction rate securities

e ‘“were not cash alternatives,”

e “were only liquid at the time of sale because UBS and other broker-
dealers in the auction market were artiﬁciaﬂy supporting and
manipulating the market to maintain an appearance of liquidity and
stability”, and |

e “were not short-term investments...and that the short-term nature of
the securities and the ability of investors to quickly convert their
auction rate securities into cash depended entirely on the perpetuation
of the artificial auction market.”

Id. 99 14, 15, 35, 40} |

4. This action is being removed pursuant to the Securities Litigation
Uniform Standards Act of 1998 (“SLUSA”), Pub. L. No. 105-353, 112 Stat. 3227
(1998), which became effective on November 3, 1998. SLUSA amended Section
28 of the Securities Exchange Act of 1934, 15 U.S.C. § 78bb,* by adding, inter alia,

paragraph (f)(2) — “Removal of covered class actions.” This paragraph provides:

Any covered class action brought in any State court
involving a covered security, as set forth in paragraiﬁh (1),
shall be removable to the Federal district court for the
district in which the action is pending, and shall be
subject to paragraph (1).

Paragraph (f)(1), referred to in the preceding removal provision, provides:

No covered class action based upon the statutory or

' Defendants dispute the material allegations of the Complaint, and note these
allegations in this Notice of Removal solely for the purpose of demonstrating that
Plaintiff’s allegations bring the case within the scope of the Securities Litigation
Uniform Standards Act of 1998 (“SLUSA”).

2§"i7“l7le Federal Securities Act of 1933 was likewise amended by SLUSA at 15 U.S.C.
p.
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common law of ang State or subdivision thereof may be
maintained in any State or Federal court by any private
party alleging — (A) a misrepresentation or omission of a
material fact in connection with the purchase or sale of a
covered security; or (B) that the defendant used or
employed any manipulative or deceptive device or
contrivance in connection with the purchase or sale of a
covered security.

5. This action is a “covered class action” within the meaning of 15 U.S.C.
§ 78bb{(£)(5)(B) because (i) Plaintiff seeks recovery of damages on behalf of
himself and a prospective class of similarly situated persons who allegedly owned
funds that were invested in auction rate securities; and (ii) damages are sought on
behalf of more than 50 prospective class members, and Plaintiff alleges that
questions of law or fact common to those members of the prospective class
predominate over any questions affecting only individual members, without
reference to issues of individualized reliance on an alleged misrepresentation or -
omission. See Compl. 99 4, 5, 6.

6.  This action involves a “covered security” within the meaning of 15
U.S.C. § 78bb(f)(5)(E). Under SLUSA, a “covered security” includes any security
that, “at the time during which it is alleged that the misrepresentation, omission, or
manipulative or deceptive conduct occurred,” is: (i) nationally traded, listed or
authorized for listing on the New York Stock Exchange, the American Stock
Exchange, or the NASDAQ Stock Market; or, (ii) a security of the same issuer that
is equal in seniority or that is a senior security to a sécurity listed or authorized for
listing on the national securities exchanges; or, (iii) issued by an investment
company that is registered, or that has filed a registration statement, under the
Investment Company Act of 1940. 15 U.S.C. § 77r(b); 15 U.S.C. § 77p(f)}(3); 15
U.S8.C. § 78bb(H)(SXE); see also Falkowski v. Imation Corp., 309 F.3d 1123, 1128-
29 (9th Cir. 2002) (stock options, although themselves not listed on a national
securities exchange, nevertheless satisfy ‘the “covered security” requirement to the

extent the optioned stock is a “covered security.”).

-3 NOTICE OF REMOVAL OF ACTION
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7. Here, Plaintiff complains of purchases of auction rate securities by
Landwin Management in its account at UBS Financial Services, Inc. Compl. 99 1,
3. The auction rate securities purchased and held in Landwin Managément’s-
account are securities issued by the Cohen & Steers Worldwide Realty Income
Fund, Inc., DNP Select Income Fund, PIMCO Corporate Opportunity Fund, and
Nuveen Diversified Dividend and Income Series. See accompanying Declaration of
Peter Weintraub and Request for Judicial Notice (“RIN™), Exhibit A (Landwin
Management account statement);’ see also Horattas v. Citigroup Financial
Martkets, Inc., 532 F. Supp. 2d 891, 898-99 (W.D. Mich. 2007) (although plaintiff’s
allegations did not identify the particular securities contained in trust account at |
issue, the securities in the trust account were listed on national exchanges and were
“covered securities” undér SLUSA). Thus, Plaintiff’s complaint concerns “covered
securities” under SLUSA, because: (1) the DNP, PIMCO, and Nuveen funds are
traded on the New York Stock Exchange and the auction rate securities upon which
Plaintiff bases his complaint are comprised of shares of preferred stock that are
senior to the funds’ registered and traded common shares; and, (ii) the DNP,
PIMCO, and Nuveen funds which issued the auction rate securities upon which
Plaintiff bases his complaint are registered under the Investment Company Act of
1940. See RIN Exhibits B, C, D, and E (Registration Statements); see also
Falkowski, 309 ¥.3d at 1128-29; Horattas, 532 F. Supp. 2d at §98-99.

8. As reflected in the Complaint, Plaintiff alleges, infer alia,
misrepresentations or omissions of material fact by Defendants in connection with
the purchase or sale of covered securities, and/or that Defendants used or employed
a manipulative or deceptive device or contrivance in connection with the purchase
or sale of such securities. Plaintiff’ s allegations fall within the scope of SLUSA.

15 U.S.C. § 78bb(f)(1); see 15 U.S.C. § 77p(b).

* These excerpts of the account statement identify the sgeciﬁq issues of auction rate
securities that are referenced in the Complaint and are the subject of Plaintiff’s
allegations. A full copy of the account statement can be submitted upon request.
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9. For example, Plaintiff alleges that:*

o “[S]tatements made by Defendants to the investing public
misrepresented or omitted material facts about the liquidity risks
assoclated with auction rate securities and the market for such
securities, and pursued market manipulation intended to create a false
appearance of active trading of such securities[.]” Compl. ¥ 6(c).

o “In order to perpetuate the auction market and sell as many auction
rate securities as Posmb}e, UBS represented to investors in its sales
presentations by Iinancial advisors that auction rate securities were the
same as cash and were highly liquid, safe investments for short-term
investing.” Compl. g 12.

o “UBS failed to disclose that auction rate securities were not cash
alternatives, like money market funds, and were instead, complex,
long-term financial instruments with 30 year maturity dates, or
longer.” Compl. § 14.

o “UBS failed to disclose that auction rate securities it was selling were
only liquid at the time of sale because UBS and other broker-dealers in
the auction market were artificially supporting and manipulating the
market to maintain an appearance of liquidity and stability.” Compl.

o “UBS failed to disclose that auction rate securities it was selling were
not short-term investments. ..and that the short-term nature of the
securities and the ability of investors to quickly convert their auction
rate securities into cash depended entirely on the perpetuation of the
artificial auction market...” Compl. § 15.

¢ “UBS failed to disclose that without this manipulation of the auction
market, many auctions likely would have failed and as a result

investors would have had the ability to determine the true risk and
absences of liquidity features of such auction rate securities.” Compl.

10.  Congress exempted from SLUSA’s purview certain types of class
actions “based upon the statutory or common law of the State in which the issuer is
incorporated (in the case of incorporation) or organized (in the case of any other
entity).” 15 U.S.C. §78bb(£)(3)(A) (“Actions under State law of incorporation”);
see 15 U.S.C. § 77p(d)(1). This exemption applies only where the action is a “State

law” action within the meaning of the statute and only if it involves:

I. _the purchase or sale of securities by the issuer or an
affiliate of an issuer exclusively from or to holders of

* As noted above, Defendants dispute the material alle%ations of the Complaint, and
cite such allegations in this Notice of Removal solely for the purpose of
demonstrating that Plaintiff’s allegations bring the case within the scope of SLUSA.
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equity securities of the issuer; or
II. any recommendation, position, or other
communication with respect to the sale of securities of an
issuer that —
(aa) is made by or on behalf of the issuer or an
affiliate of the issuer to holders of equity
securities of the issuer; and
(bb) concerns decisions of such equity holders
with respect to voting their securifies, acting in

response to a tender or exchange offer, or
exercising dissenters’ or appraisal rights.

15 U.S.C § 78bb(H)(3YA)(ii); see 15 U.S.C. § 77p(d)(1)(B). Plaintiff’s action does
not satisfy any of these requirements and therefore is not exempt from SLUSA.

11.  Accordingly, this is a civil action over which this Court has
jurisdiction pursuant to 15 U.S.C. §§ 77p and 78bb(f) and 28 U.S.C. § 1331,
without regard to the amount in controversy or citizenship of the parties, and which
is properly removable pursuant to 15 U.S.C. §§77p(c) and 78bb(£)(2) and 28 U.S.C.
§§ 1331 and 1441.

12.  This Notice of Removal is timely filed under 28 U.S.C. § 1446(b).

13.  All defendants named in the Complaint — UBS AG, UBS FS, and Peter
Weintraub ~ join in this Notice of Removal.

14.  Venue in this District is proper under 15 U.S.C. § 78bb(f)(2) and/or 28
U.S.C. § 1441(a) because the State Court Action is pending in a state court located
within this District.

15.  Pursuant to 28 U.S.C. § 1446(a), Defendants have removed this action
to “the district court of the United States for the district and division within which
such action is pending...” As the state court action was pending in Los Angeles,
Defendants have removed the action to the Western Division of the United States
District Court for the Central District of California.

16. By filing this Notice of Removal, Defendants do not waive any

defenses, claims or rights of any kind.
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17. A copy of this Notice of Removal will be filed with the Clerk of the
Superior Court of the State of California, County of Los Angeles, in conformity
with 28 U.S.C. § 1446(d).

18.  Written notice of the filing of this Notice of Removal will be given to
all adverse parties in conformity with 28 U.S.C. § 1446(d).

19. A true and correct copy of all process, pleadings, and orders filed,
delivered to or served upon Defendants in the State Court Action are submitted,
pursuant to 28 U.S.C. § 1446(a), as attached to the Declaration of Tamara
McCrossen-Orr as Exhibits G through K.

WHEREFORE, Defendants remove this entire action, and all claims and
causes of action included therein, from the Superior Court of the State of California,
County of Los Angeles, to the United States District Court for the Central District

of California.

DATED: June é, 2008 PAUL, HASTINGS, JANOFSKY & WALKER LLP

o et —

' HOWARD M. PRIVETTE

howardprivette(@paulhastings.com

515 South Flower Street, Twenty-Fifth Floor
Los Angeles, CA 90074-2228

Telephone: (213) 683-6000

Facsimile: (213) 627-0705

Attorney for Defendants UBS AG, UBS Financial
Services Inc., and Peter Weintraub
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Attorney for Plaintiff
CHRIS PARNASS. ~ ~ °®

C}EIRIS PARNASS and on behalf nf
others similarly smzated

Plaintff,
V5.
. UBS AG, UBS FINANCIAL
SERVICES INC., PETER
WEMAUB nd DOES 1—20

fnchasive.

Defenéian’cs.

Plainnff aIlegeS‘ ‘
Inhroducgcg znd Pa[ge :

CASENO.

CONF ORMED COPy
OF ORIGINAL FILED '
Los Angelex Superior Couprt
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i SUPERIOR. COURT LOS AN GELES COUNTY
CENTRAL DISTRICT

80390220

COMPLAINT

Causes of action based on:

L

CE

3.
4.

Money Had and Received
Statatory Maxket Manipulation .
Statatory Frand

Fraund by Concealment

CLASS ACTION
[UNUIMITED JURISDICTION] -

L . Pla.muﬂ; Chris Parnass is one of numerous individuals whose monies are beld by
- Defendants UBS Fmaacxal Semccs, Inc io an accaunt setup by Landwm Manegement LLE on. .
behalf of the mdmduais with thefr money to be 50 held for them, as’acknowledged by Defendant
UBS Financial through its representative Defendant Peter Wemtratb. The account was
established and kept at Defendants’ branch office, 131 South Rodeo Drive, Beverly Hills.

2. Defendant UBS AG is a Swiss corporation headguartered jn Zurich and Basil .
: Swi&er{and,-it_i; one 6§the world’s }Eading financial firms and does business in the United
States through its subsidiary, _ﬁefeﬁdéﬁi-ﬁiss' Finandial Seivices Toe: (coliectively “UBS). ..

T COMPLAINK. ~
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Defendants are a broker-dealer or employee thereof who materially aided the transaction

pontributing to the causes herein. -
I
_3 J 3., The subject monies provided to Defendants by Landwin Mangement were first
f piaced by Defendants i uqazd “Pederal funds™. The monids weré Tatér reinvesied by -

]
] Defendauts. without the approval or consent to Plamﬁff iy action rite securities; some of which

from Pe:dcral funds to auction r'atc sccunuss, Landwm mstruc:ted Defendant to reinvest in
“Federal finds or better” as originally held aud 8S ongmally mstructed‘ Defendants did notdo’

5
6 {H‘ were undemvn‘ttcn and sold by UBS When it was dzscovered that the monies were transferred
7
8
8

$0.
10 .- Class Action _
: 11 1' .. % Plaintifs bnngs this cause as a class'. action for Al persans and entities-who
12 '! f provided fimds for the account named Landwin Management, oo which Defendants purchased.. .
13 1 and now hold auction rate secorities. These secunties are not fisted oo any National Securities
14} Bxchange.

C Ihe membem c}f the Class are 211 of greater iy mumber and thereby so numerous
that joinder of all members is merat:ﬁcable Membe:s of the Class iy be notified of the

penadency of this action by maﬂ usmg the fcrm of noncc sirpilar fo that customarity-used in

the account as arranged by Landwin conswted of Humerous mdmdua}s. “Peter Weintraub was
hirnself one of muaerovs mvestorsina Proj ect managed bfLandwin Management
6 Comimon questions of Jaw and fact exist as to a1l members of the Class and
predominate over any qucsﬁons solely affecting indivi&ua] members of t'he Class. Among the
questions of law and fact c'ommon 10 the Class are: _
(4)  Whether Defeadants breached the instraction that monies Wwere to be held
in Yiquid Federal funds; ' -

(t)  Whether once it was discovered that the miofiles were reinvestsd in.

auction rate securities the Defepdants violated instructions that such securities bé replaced by
Federal funds; '

o COMPLAINT .
PUEGAN st atrbota Mgred v, UBS FruanchadPhafingComplaintvpd e

securities class actmns Defendants th.rough m represcntamre Peter Weintraub wére aware that --{ --
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: : {0 thther statements made by Defcndants to the mvesbng public
l;msreprcse:med or omitted matena! facts about the hqmdxty nsks assocmed with anction rate
‘Jsecurities and the market for such securities, and puxsued market mampu}atxon intended to crcate
' a falsc sppearance of active rading of sach sec &uu, |

(d) . "Whether Defenciants ate obhgate.d to retmn to thc accmmt for the, Class

;. hqmd mthdrawable cash mondes. ' T

T Plamtff’s claims are t}'pzcal oftbe cleims of the members of the Class s a1l

members of the Class are sxmﬂarly affected by Dcfendants wmngﬁﬂ conduct. Piamuﬁ‘ will’

;om'wa},uiltswru-m
_-r-'ez T

falrly and adequately protect the interests of the members of the Class and has retained coropetent
coun.';'el to do so. h R _

8. - ~Aclass ar.ﬁon is supenor 0 other available mathods for the fair and efﬁc:lent
retumn of cash monies for the benefit of the Class is th:s prmcxpal rehef seught and 1f not
immediately pexfoxmed the expense gnd burden of mdzmdua! !mgatzon makes it impossible for
| m&mbers of the Class tfoir;dividually redress the wmngs done to them. Defcndéﬁts have acted ox
reﬁxsed to"act on gmund,s generally apphcab]e to the Class themby makxng appropriate
injunctive relief with respect to the Class asa whole There wﬂl be 1o dlﬁ‘iculty in the
'management of this- acncn as a class actxon S ',. e

. %Igjlﬁn Rn&e Securities

9, The texm ‘*auctzon ra:tc sccunty’ typ;cally refers to eithier municipal or corpomte .o

generally had longntexm matunncs, typwaﬂy 30 years, and ;n.the case of preferred stock, no
matuity date. SR
10 Auctxon rate secm-xmcs are aucboned at par value so the return on the investment

_rate or dividend yield set through the auction. The method is dascrﬁ)ed in the prospecms by

which the securitics were offer;ﬁ; though the fnrmtﬁ# was .élb's't-éﬁﬁaliy_simi}ar for all atetion

debt scctmtxes which pay interest at rates set at penodxc “au:ctmns " Aurtion rate securities have -

to the mvestor, and the cost of ﬁnancmg o the issuer at aucnon ‘sie determined. bythe mtemst R

FOEGA L and il sadiin MR v. UBS Finsaciale et Combion wpd 3
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mte: securities. The mumber of days between each auction was set by the prospectus. Generally,
fhc auctions were held every 7, 28, or 35 days with interest paid at the end of the auction period. .

1. Auction rate securities were E:x!:.remely profitable for UBS and for the UBS

| financial advisors who sold the securities. As the second Iargest undérvvriter of auction rate

securitics, UBS received significant anderwriting fees from the isspers of these securities. As

' ll one of the Jargest broker-dealers, UBS also entered into broker-dealer sgreements with the

issvers and was paid an annualized broker-deafer fee for opcratmg the auction process greater
than for auction rate securities. In domg so, UBS also acted as a pnncrpal for its' own account,
using its access to inside information about the auction process to buy and sell auction rate..
écc:u:ities far its own é.ccf)unt. Individual UBS financial advisors, such 'aSPDéfendant Peter

Weintraub, had a signiﬁcsnt financial incentive to self anction rate securities, as they were

compensated by UBS for each auction rate security ‘sold and at miich’ bighier compensation them ... A

for placcmcnt in Federat funds.

meonduc

R YA o In order to pe:pemate the suction rarket and sell as many auction rate secusities N

‘as possible, UBS representf:d to :nvestors in its sales preseritations by financial advisors thal,

-auction rate securities were the same as cash and were highly Jiquid, safe investments for short~

term investing. Pmsuanf to uniform sales materials and top—dovm management directives, UBS .|

finaxcial advisors represente:d to current apd potential UBS clients that the aucﬁnn rate securities

sold by UBS were equivalent to cash or money market funds and were safe, b}ghiy liquid short- .

JI temm mvcstmem vehicles.
.13, The momes belcngmg 1o the Class were ongmzlly 15 be invested in Fedexal funds ||
4 which cquid be readily liguidated, in accordance_ thh th}: instriictions of I:andm, their

- representative. Sometime t]wréaﬁér Defendants made an ﬁn‘authdrizegl transfex of sech Federal

funds to auction rate secunties while misrepresienting ‘that such secutities wete the same as cash. .. |
. 14, UBS failed to disclose that auction rate secrities were not cash alterpatives, like

money market fiunds, and weré instead, complex, long-term financial instraments with 30 year

# Toaturity dates, or longer. UBS failed to disclose that the auction rate securities it was selling
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we:re: only hquid at the time of sale because URS and other broker—dcalzts in the auction market
Were artificially suppomng and manipulating the market to mamtam the appearance of liquidity
-Lnd stability. In fact, at all rcievant umes the ability of hoidcrs of auction rate securities to

hqmdatc their pusmons depended on the roaintenance of ax amumal suction mm(at maintained

be UBS and othcr bmker—dealers

} L .15 - UBS faﬂed to d.tsclosc that the auction rate s.ccuntms 1t was selling were not .

short-terra mvesfmcnts, but rather long term bonds or prf:ferrecf stccks thh‘matunues sometimes-

excecdmg 30 years U’.BS faﬂed to disclose that the short tenm nature of the sccunhes and the
ablhty of i mvestors to qmckly convert their amction rate securities into cash depcnded entirely on
the perpematmn of the artificial auction market being maintained by UBS and other broker-
dealers. - A '

6. UBS fa;led to disclose that without this mampulatmn of the auction ma:rket, many
- auctions likely wwld have fajled and as a result mvestqrs would have had the ability to
deferraine the true risk and absmce of hquxdity featores of such suction rate securities, UBS

tontinued to agpressively market auetton yate secmt:es after it had determoined that it and other

broker dealsrs We:re likely to thhdraw thexr support for the periodic suctions and that a “freeze”
of the market for aucttoa Tate secunue:s would result’ Inthe 3umx‘ﬁéi‘ of 2007, Defendants were:

specifically instructed in a phune ccnference with. Landmn on behalf of thc mdmduai investors, ~

I to dxspose of all abction rate securities and rcmvest all ;}roceeds n “Federai Funds or better

Defendant Weintraub stated the Defendams would do 50. Defendants faﬂed 0o cio 50. Plamnﬂ’ s .

informed and bche'ves that by ie;avmg the monies in auctxon rate seeu:rmes preater income for

.Defendants wag generated and that Defendants used the securities to artificially support theix own - 1

markes.

Market Collapse . '
17. . Inthe Summet of 2007, some aucuons for aucbon rate semznues backed by sub~

prime debt began to fail, bt_xt the securities n_szesentcd onIy a smal_l part of the entire anction rate’
securities market. . ' KR
COMPLAINT -
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18 " In the Fal}-Winter of 2007, more aucuons began to fa.ﬂ Even 'Ehough some of the
lam‘:tmns that faxled mmal!y were conducted by UBS it contlnued 0 encouzagf.: investors to '

] ’purchaﬁe auction rate semntxes and contmued to represent to mvestors that these secunhcs were

e th& same as cash or ooney mazkat secunﬁes and were mgbiy uquxd safe Hivestments for bhux o

' term mvestmg, without any disclosure of the risks assoaated 'Wlth the securities. Plaintiffis

i mformcd and believes and thereon alleges that Defendants evcn’maliy informed certain “favored”

: chem‘s of LIBS of the hqmdxty risks and facilitated 'du: sale of the auction rate secunues to the
-benefit of such cihents but did not inform lenhff or 1ts representanve Landwin Management .
1 . | | _

' 190 In FBW 2008 UBS apd other brokerﬁ;ehla;s stopped artificially supporting and
manipulating the anction market resulting in an immediate- co!lal;sc and the auction rate -
_securities sold by UBS became ﬁliqmd and unsaleable. On Fcbruaxy 13, 2008, all auctions of
auction rate securities fmled thn all of the. majer broker—dealcrs mciudmg UBS, refused to--
continue 10 support the auctions. _ . .

20. That same day, UBS notified its 8, 260' brokers and in;estrxient advisors that UBS
‘Was o jongér suppoxtmg the market for auctmn rate securities. This mfoxmauon was not
~released to. UBS mvestoxs ar to the pubhc but was Ieaked o the pre:ss and publicly reported the
- next day.- Asa result of the mthdrawal of Sle‘pDﬁ by a]l of the ma}or brokar—deaiers, the market
for avction rate secu*rrtxes col!apsed _
2. Tre collapse of the nuction rate seoutiﬁ':es market was a direct result of

-Defendants’ unilateral decxsmn to no longer amﬁcxally support thc atitfion fate securities market -

as Plainﬁﬁ’ and the Ciaés have been piacéd, offered as & solutior to their misconduct and the -

damges c:aused, 10 lend monsy to persoms so damaged agamst the markct rate securities held by

the Defendant, charging the: customer interest for such joan and reqmnng the investors to assume ... -

. obhigation for any deficiency 1f the loan beccmes ‘%mder-collatenzed" s the market rate -

N

secm-mes losc: value over hmi:

_ 22. Defcndant UBS, aﬁgr aclmowledgmg thc cm:umstaﬁcfc_s in which mvés‘ieis such.. | .-
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. Preservaﬁon of Eecord

i

i N K

i 23. " Demend i is hereby made that Defendants preserve all electropically stored
;mformahon L(“EST”), as well-as documents and ta.agible thmgs potentially relevant fo thc facts

|and issucs plead in thzs complaint, and be prepared to prodiics iz 1 the'd covery, FS‘

1 mclude:s by the way of example information f:lectmmcally, magnmcauy or optically stored such

as digital commwucanons, word processed ciocuments accounmng apphcatmn data, calépdar apd -
diary apphcatwn data, backup and archival files, all as stored on Defendants carrent of former
‘comprater systcms or other media and devices, such as personal df.gxtal assistapts, Voicé~ '
‘messaging, systems, on-line reposxtpnes and cell phones. }t is ftllfhet demanded that Defendants’
managemz;nt and counsel pursue immadiat'a interven;u"qn to prevent i_bﬁg e o Touting
operaﬁons, to mmaie a litigation bold far potentially relevant ESI and in order'to prevent

degradation and the abﬁxty to search ESI by ele:cu—omc means. The litigaton hold is to secure

. ESI on office work stat:ons and servers bome and portable systems, to antmp&tc that employees
xnay seek to delete or destroy mformauon that they regard as confidential or embarrassing,-and

- for dcmments w}noh are requued to access, interpret or search relevant EST (includmg logs,.

cantrol sheets, spemﬁcauons, naring protocols, d1agrams, and vser ID and password rosters}
€ eral atiy

_ . 24 Defendants, and DOES 1-20, inclusive, are sued hereunder pursuant to thc

provisions of 474 of the California Code of Civil Procedure. ‘Plaintiff will amend this Complaint

L . accordingly When the true names and capacities of said Defendants are knowi.

2_5’. . Atall mnes herein mentioned, Defendants and e.ach of them, were the ageats, .
servants, and e:mployees of all other Defcndmts or were acting within the cowse anid scope of -
their agency, Service, and cmploymcnt, and each Defendant has ratified and appxoved the acts of
each of the remammg Defendants ,

26.  Atsll times herem meptioned, Defendants and each of them initiated the subject |
transactions and camed on activities assoc:ated w:th those fransactions in Los Angéles County, -

and are subject to suit in equity as well as at Jaw in thc junsdlchon of this Court.
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b . FIRST CAUSE OF ACTION
; (Money Had and Raceived} e
27. Plaiﬁi_iﬁ incorporates Paragraphs 1 through 26 above.
28.  Within 4 years last past, Defendant éﬁd certain of the Does 1-20 became indebted to

| Piamnff and the Class for money received by Defendant for thcxr use or benefit and thereby became

4
|

mdebted and obligated to repay the mames received by })efcndant and/or derived from Plaintiff and
thc Class. '

29. Dcmand is made for Defendantsto pay over to ﬂleu' account in cash momes the funds
“held for benefit of the Class a8 such monies are due, toge’ther wnh 1egal mterest thereon

SECOND CAUSE OF ACTION

(Statatory Market Mampulghon)' -
30. Plaintiff bncorporates paragraph 1-26 above. -

3 31- Dcfeﬂdants and certain of the Does 1- 20 made st&tements to effect a series of
" transactions in market ra’sc securities creating actual of apparent actwe 'uadmg in such secwities,
-in vmlatmn of California Corporatwns Code § 25400(!:) in that Defcndants willfully made or .
.pamcxpatcd in acts of market mampu[anon to create a faIse appeamnce tha.t actzve teading would
ata]lnmestakeplace o T Sl ..
. 32.  .Asadirect and proximate result of fhe conduc:t complmned of Piamuff and the
Llass are enuﬂed to damages ptus interest at the legal mte from date of each purchise, purstant .
.to Corporations Code § 25500 whe:ther or wot Defendants intended to déceive or induce reliance, .

or whether or not there was rehance by Plaintiff and the Clags.” - -~

THIRD CAUSE OF ACT,[ON
(Statutory qud}

33. Plamhff mcorpomtes Paragraphs 1 through 26 above.
34.  Defendants and certain of the Does 1-20 while acting as broker-dealer ox other
person selling or offering for sale, or purchasing or offering to purchase market rate securities or

for the purpose of inducing the purchase or sale of such securifiés by othiers, made statements

which at the time and in the Jight of the circurastances under which made were false or
COMPLAINT
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nmslcadmg w1th respect to matenal facts, or wiuch onnrted 1) state material fact necessary in
orde:r to make the staiement made: not misleading, and' which Defendants knew or had reasonable
1ground to believe was false or xmsleadmg, arid did s6 in vmlat:ton of Cahforma Corpozauons e

Code § 25400(d) and § 25401.

35. Among the false or misleading untrue statcmenis of matmal facts made by
# Defcndants were the following’
(@)  That aucnon rate secxmtxcs were the same as cash.
éb) Thzt au::uon rate semrmes could be: sold at any time.
X (E:) That aucﬁon rate securities were a short texm mvestment.
' 36, Among the matcnai facts lmown to Defendants, whmh Defendants omitted to

state, and wlnch were nccessary in order to make tb;e statements'and representations in light of .

il the czrcmnstances undey which they were made, not mxsleadmg, were the following:

: (a} Auction ratc securities ate not a cash altcmatwe

(b)' . Aucnon rate securities were only liquid at fifne of saje, because UBS and ,

other bmkers artiﬁcxaliy supported and mampulated the maﬂcet to mamtmn the appearance- of
hqmdlty and stabﬂuy L

{c) That auct:on rate securities Were 2 complex long term financial
investment. ' . .
3;1. As aresult, Plaumff and the Class are entitled to rescission or damages, plus
mterest at thc legal rate from the date of each Imrchasc pursuant to Corporabom Code § 25500
and § 25501 whether or not. Defendants intended 10 decelve or mduce relxance or whether ot
not there was rclxance by Plamnﬁ:‘ and the Class. ©
e . FOUR’I‘H CAUSE OF ACTION
. L S ' - " (Fraud by Cnncealmem)
3. Piamnff m&:orporates Paragraphs 1 ihrovigh 26 above:

| .
g 3-9. ‘ Defmdants and cextam of the Does 1-20 made the represem‘atwns and/or promises

with the. mtent to deﬁaud Plamnff and the Class by mncealment of the true facts: -

COVMPLAINT
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i A0, . Amcng the matcnal facts known fo Defendants, which Defendants ornitted to

!cucumstances in which they were made, not misteading, were the following:
l (A}  Auctionrate se:ctmhes are not a cash alteruative.
(b) Auchon rate securities were only liquid at time of sale, because UBS and

other bmkers a‘mﬁcmlly supported and mampulated the market o mamtamﬁe appearance of -

' qudxty and seabllity. -

{¢y  Thatauction rate sccunﬁcs were 3 complex long term ﬁnancxal
investoment.

41. At thc time that the Defendants concealed ihese facts they were bornd-vunder their .
ﬁduc‘iaryv obligation to disclose this information, and their intended course of action. At the same
tizne, they risinformed and mislead Plaintiff's representative Landwin from discovering the true
facts.

-+ 42. . Plaintiff was unaware of and did not discover Defendant’s intentions. Plaiotiff
acted in justifiable reliance on the ;*epresentaﬁoﬁs of :I')'eféﬁz'ia-n't.s andbcheved they would be
fulfilled. As aresult, defendants have damaged Plaintiff in an ambunt not yet fully ascertained,
pmof of which will be offered at trial. ) o ' S

43.  The conduct of Defendants was willfuf, opprcsmve - malicious and frauduient,
such that Plaintiff is entitled to punitive and exemplary damages in #n amownt as will punish
-Defelndants and meke an example of them.
i1l
111
| 1l
e
1
117
11
! / /
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WHEREEQRE Plamtxﬁ' prays for “ .

@ Compensatory damage:s D an amount winch is not yet ascerzined bt
roof of which shall be offered at trial and within the jurisdiction of this Court '
A SR L) Rcsmssmn of the purchase of the auction rate sccuni}cs

(c)' A Court order ‘rhat Defendants retum the cash momes ongmally invested

{o the account of the Plamtxff and the Class

() Puthe: damage on the fourth cause of acnon o

® I"or such other and furthcr relief as e Cotrt deems j Just and proper

S
w M
R

[ e ¥
O - A

|DATED; May 5.,;@98; | PERLMAN LAW, INC.

W

Deborah Perlman
Attorney for Plaxitiff
CBIRIS PARNASS

() Legal mterest accordmg to Iavr costs of smt, mduding attomeys feesyand - |- .
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PROOF OF SERVICE BY MAIL,

I am a citizen of the United States and employed in Los Angeles County, California. I am
over the age of eighteen years and not a party to the within-entitled action. My business address
is 515 South Flower Street, Twenty-Fifth Floor, Los Angeles, California 90071-2228. 1am
readily familiar with this firm’s practice for collection and processing of correspondence for -
mailing with the United States Postal Service. On June 3, 2008, I placed with this firm at the
above address for deposit with the United States Postal Service a true and correct copy of the
within document(s):

NOTICE OF REMOVAL OF ACTION

in a sealed envelope, postage fully paid, addressed as follows:

Deborah Kate Perlman
433 N. Camden Drive
Suite 970

Beverly Hills, CA 90210
(310) 551-0155

Following ordinary business practices, the envelope was sealed and placed for collection

and mailing on this date, and would, i_n the ordinary course of business, be deposited with the

United States Postal Service on this date,

1 declare that T am employed in the office of a member of the bar of this court at whose

direction the service was made.

Executed on June 3, 2008, at Los Angeles, California.

Marie Clarey q

LEGAL_US_E # 79621986.3 PROOF OF SERVICE




