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Judge: Venture misled investors

Lawyer-led investment
group was induced to
sink $825,000 into now-
defunct produce venture

By Ashley Cullins
Daily Journal Staff Writer

federal  bankruptcy

judge Wednesday

ruled that California

Farm Investors LLC,
led by prominent entertainment
attorney Michael Barnes, had
been induced through misrepre-
sentations, false pretenses and
concealments to invest $825,000
in a failed produce venture.

Judge Maureen A. Tighe
called the actions of James Rob-
erts Sr. — executive officer of
the venture, California Organics
LLC — “amazingly reckless.”

“Roberts, along with his Joint
Venture partners [Daniel] Fantz
and [Santos] Martinez, made
numerous false and misleading
representations to Plaintiffs,
to induce Plaintiffs — mostly
CA Farm Investors but also
Barnes personally — to make
investments eventually total-
ing $825,000 cash to Organics
LLC and CFI (California Farms
Inc.),” Tighe wrote. Barnes .
Roberts, 12-ap-01371 - (Bankr.
C.D. Cal,, filed Oct. 15, 2012).

The court found that Roberts
presented the plaintiffs a busi-
ness plan that defendants did
not verify, provided misleading
“use of proceeds” projections,
and made false assurances re-
garding the status of accounts
receivable and about guaranteed
purchase contracts which in fact
did not exist.

Defendants also failed to dis-
close that Organics LLC Execu-
tive Manager Geoffrey Mous-
seau is a disbarred California
attorney criminally convicted
for mail, wire, and bankruptcy
fraud, money laundering, and
conspiracy to commit fraud
and money laundering. “But for
Roberts’ omission, Plaintiffs
would not have invested in the

Venture that ultimately failed,”
Tighe wrote.

.Roberts and his partners ap-
proached Barnes in October
2009 to invest in the venture,
which was presented as an ongo-
ing business that grew organic
lettuce and had contracts in
place to deliver to retailers such
as Stater Bros. and Albertsons,
according to Barnes’ attorney
Jay M. Spillane.

“Months later Barnes dis-
covered that very little of what
he was told was grounded in
reality,” he said, explaining the
statements about the existence
of contracts with major stores
were untrue, the financial pro-
jections were wildly inaccurate,
and Roberts failed to disclose
only months into the venture
that they were unable to fulfill
the few orders they did get and
instead they were buying lettuce
from third parties at a much
higher cost.

Roberts filed Chapter 7 bank-
ruptcy in July 2012, and Barnes’
lawsuit followed three months
later.

Barnes initially hoped the
case would settle, according to
Spillane, who Barnes brought on
weeks prior to trial.

“I got into the case two weeks
before trial; so there had been
no discovery, no depositions,” he
said. “It was old-fashioned cow-
boy cross-examination.”

Tighe said there was substan-
tial direct and cross examination

of witnesses, which proved to fa-

vor the plaintiff.

“Barnes’ testimony  was
detailed, consistent, and cred-
ible,” she wrote. “Roberts, on
the other hand, appeared to be
evasive and cautious with his
language.”

Defense counsel Timothy
V. Milner did not respond to a
request for comment Thursday,
but his closing briefs claim any
purported damages were caused
by an intervening third party
and not Roberts.

“This is the story of a ‘pre-

packaged gourmet salad’ compa- -

ny that was almost a tremendous
success,” Milner wrote. “The

business venture failed, not
because of any fraud or mgsrep-
resentation, but because of the
unforeseeable acts of a saboteur
named Santos Martinez.”

The court found there is no ba-
sis to award punitive damages,
and plaintiffs failed to meet
the burden of proof on the al-
legations of fraud or defalcation
while acting in a fiduciary capac-
ity, embezzlement, and willful
and malicious injury.

With interest, the non-dis-
chargeable debt would total

more than $1.3 million, accord- -

ing to plaintiff’s closing brief.
Spillane said it remains to be
seen if his clients will receive
those funds, but the ruling itself
is significant because the stan-
dards to prove outright fraud are
high and judgments like this in
bankruptcy court are rare.

“At least Judge Tighe vindi-
cated their feeling that they
were defrauded into making the
investment,” he said.
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