
Classifieds/Jobs/Office Space : Experts/Services : CLE : Search : Logout

Questions and CommentsWEDNESDAY THURSDAY FRIDAY MONDAY TODAY

SEARCH/RESULTS
File: SubMainContent.cfm

This is the property of the Daily Journal Corporation and fully protected by copyright. It is made available only to Daily Journal subscribers for
personal or collaborative purposes and may not be distributed, reproduced, modified, stored or transferred without written permission.
Please click “Reprint” to order presentation-ready copies to distribute to clients or use in commercial marketing materials or for permission to
post on a website.
Tuesday, May 8, 2012

Former attorney scrambles to pay SEC
judgment
He missed deadlines to pay back money he allegedly diverted
from investors.

By Saul Sugarman

A Marin County hedge fund manager is in hot water with the Securities and
Exchange Commission for missing deadlines to pay back more than $12 million he
allegedly diverted from investors.

Lawrence "Larry" R. Goldfarb, a former tax attorney with Milbank, Tweed, Hadley &
McCloy LLP and Skadden, Arps, Slate, Meagher & Flom LLP and Affiliates, was
accused last year of misusing proceeds from his company, BayStar Capital
Management LLC, since 2006. The SEC alleged Goldfarb "secretly diverted" profits
from the fund's "side pocket" investments, which are illiquid assets, such as cars,
houses and antiques. In Goldfarb's case, those assets came in the form of real estate.
Securities and Exchange Commission v. Lawrence R. Goldfarb 11-0938 (N.D. Calif.,
filed March 1, 2011).

Goldfarb and BayStar were ordered to pay back the $12 million, plus interest, in a
final judgment issued a little more than two weeks after the SEC complaint was filed,
according to court documents. But Goldfarb, who's paid roughly $80,000 so far, says
he doesn't have the cash to pay the rest.

The money he owes is also at the center of
litigation in San Francisco County Superior

Court, where one of the companies Goldfarb
invested in filed a lawsuit trying to oust him

from its board.

The money he owes is also at the center of litigation in San Francisco County
Superior Court, where one of the companies Goldfarb invested in filed a lawsuit trying
to oust him from its board. Goldfarb, in turn, has countersued, trying to recover the
money he gave to the San Francisco-based record company so he can pay off his
judgment.

Steven M. Katz of Sideman and Bancroft LLP, who represents Goldfarb in the SEC
case, last month filed a motion for relief from the judgment on the basis that his client
doesn't have the funds to pay what he owes. U.S. District Judge William Alsup is set to
hear the motion on May 17.

Katz could not be reached for comment.

Despite "good faith" efforts by Goldfarb, he has not been able to liquidate assets that
would help pay off his debt, Katz wrote. Those assets include his interest in LRG
Capital Real Estate Ventures LLC and Magna Real Estate Management LLC,
according to the motion.

Another asset is the more than $1 million Goldfarb put into OM Records. The
company is aware of Goldfarb's case with the SEC but refuses to give him the money.

"Between Larry Goldfarb and OM Records, I think OM Records has the greater
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claim of right to the money," said David M. Given of Phillips, Erlewine & Given LLP, who
represents OM Records in its suit against Goldfarb.

OM Records sued Goldfarb last year, claiming he defrauded the company by failing
to tell its management that he was a target of an SEC investigation. Christopher Smith
v. Lawrence R. Goldfarb 509208 (S.F. Super. Ct., filed March 15, 2011).

In Goldfarb's countersuit, he claimed OM Records failed to deliver on a promissory
note to pay back his 2009 investment by December 2010. LRG Capital Group LLC v.
Christopher Smith 514324 (S.F. Super. Ct., filed Sept. 16, 2011).

Given said he's watching the SEC case because Goldfarb's order to pay was part of
parallel proceedings with the U.S. Department of Justice, which entered into a deferred
prosecution agreement that allowed Goldfarb to refund the money without admitting to
or denying allegations.

But if Goldfarb doesn't pay, then the DOJ could prosecute, and he could be convicted
of a felony, Given said.

"If Goldfarb is convicted of a felony, he can be removed from the board of directors
without his consent under California law," he said.

Goldfarb has refused to step down from the board, according to Robert "Rod" O.
Divelbiss of Collette Erickson Farmer & O'Neill LLP, who is representing Goldfarb
against OM Records.

"He has no obligation to resign and no reason to at this point," Divelbiss said.

Divelbiss has said the case against Goldfarb is "absurd."

"It is an absurd theory that because the money is somehow tainted, they don't have
to pay it back," he said.
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