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ATTENT ION: SA ; LAS Eﬁ.qs DIVISION, E
Mo B. "MDE” LffAf.nz, DBA PAR\A%DEUELOPMENT CORPORATION; 5
FBW; 00: PHOENIX, [l . SM
OPERAT ION BIDMASH; 00: PHOENIX. ?3*%;
THIS CASE WAS INITIATED UPON CONTACT BY SUBJECT WITH § \
UMDERCOVER AGENTS (LCAS) OF PROJECT BUDMASH, WHICH 1S WHITE §°\§
COLLAR CRIME SIMULATED BUSINESS OF PHOZNIX DIVISION. %““

bL7C

ON SEPTEMBER 23, 1979,
CONTACT g ULATED BUSINESS

REGARDING THE D ISCUSSION OF A 27 MILLION DOLLAR HOTEL /CASIN
REC.T, Cf@—if 7 A
UES, , . r
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PAGE TWO PX 196-428 UNCLAS EFTO

LOAN FOR THE CONSTRUCT ION OF THE _ ¢(X)
—cxi LocaTED AT o0 QENEEEENRY ;s vesas,

NEVAD A, (X} s INDICATED THAT DALITZ
ASSOCIATES HAVE BEEN APPROVED BY THE NEVADA GAMING COMMISSION
TO PURCHASE THE STARD UST AND THE FREMONT HOTELS FROM ARGENT
corP ORAT 10N, (NP ANTICIPATES FINAL APPROVAL WITHIN THE

NEXT MONTH, IF THIS OCCURS, PARADISE DEVELOPMENT CORPORATION _

WILL BE ONE OF THE LARGEST CASINO OPERATORS IN dEVADA. (P

AND THEY HAVE MADE APPLICATION TO THE STATE RETIREMENT FuND

TO FUND THE 27 MILLION DOLLARS WITH A FIRST POSITION ASSIGNIDNT
AFTER A LOAN PAYMENT IS MADE TO THE FIRST NATIONAL BANK OF

NEVAD A.
@ 10 ICATED THEY DID NOT WANT THIS INFORMATION
"ON THE STREET” AS THEY FEEL THEY WILL SUCCESSFULLY FUND THIS

- r-u- -~ Tware

TIREMENT FUND, BUT HE PERSONALLY

L

NEY T
FEELS THE FUND IS TOO SMALL AS THEY OHLY OBTAIN ABOUT SEVEN

MILLION DOLLARS PER wonTH FRom statk ewrLovees. (D
INDICATED HE DID MOT WANT TO SEND THE LOAN PACKAGE TO SIMULATED

LV I N [ X a]

HROUWEH THE STATE
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AGE THREE PX 196-408 UNCLAS EFTO

USINESS, STATIMG=THERE WAS NO URGENCY BUT HE DID DESIRE TO

o

B
DISCUSS THE MATTER WITH UCAS WHEN THEY WERE NEXT IN LAS VEGAS.
THE BUREAU IS REQUESTED TO CONDUCT MAIN INDICES SEARCH RE

SUBJECT AND COMPANY. .
ALL RECEIVIMG OFFICES ARE REQUESTED TO REVIEW INDICES bTIC'. I

AND CONDUCT CRIMINAL CHECKS REG ARD ING (NN - D N

Yo B. TMOE"™ DALITZ.
LAS VEGAS SHOULD ADVISE IF THEY DESIRE SIMULATED BUSINESS

TO PURSUE THIS MATTER.
FCR INFO OF RECEIVING OFFICE, INVESTIGAT1OM IN THAIS MAITER

IS BEING COMD UCTED THROUGH A HIGHLY SOPHISTICaIED Al

CONFIDENT IAL MEANS OF INVESTIGATION., RECIPIENTS SHOULD tOT

INADVERTENILY REVEAL AREA OF INVESTIGATION OUISIDE THE BUREAU.
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M. B- "MOE™ DALITZ. POING_BUSINESS AS PARADISE DEVELOPMENT

CORPORATIONS FRAUD BY WIRE
00: PHOENIX
REFERENCE PHOENIX TELETYPE T6 DIRECTOR SEPTEMBER 22. 1979. . |
BASED ON INFORMATION PROVIDED IN REFERENCE TELETYPE A | 'j
SEARCH WAS MADE OF FBIH@ INDICES CONCERNING CAPTIONED SUBJECT = |

INDICES ARE NEGATIVE REGARDING CAPTIONED FIRM.

IRM. BUREA

BUREAU FILES REVEAL M.B. "MOE™ DALITZ MAY BE IDENT

THE SUBJECT OF A CLOSED INVESTIGATION ENTITLED "MORRI

DALITZ. ALSO KNOWN AS MOE DALITZs
UNITED STATES NATIONAL BANK.+ SAN DIEGoaaCAtIFORNIA.
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BANK FRRUD AND EMBEZZLEMENT~ 00: SAN DIEGOS SAN DIEGO FILE =

{29-1225} BUREAU FILE. {29-75588}.

"t et~ -

SAN DIEGO ADVISED BY REPORT DATED DECEMBER 4, 1975 OF AL-

LIGATIONS THAT —é‘?‘-

>

ON MARCH 17+ 197k THE USA OFFICE SAN DIEGO CALIFORNIA.
DECLINED PROSECUTION INASMUCH AS THE ALLIGATIONS COULD NOT
BE SUBSTATUTED WITH ANY EVIDENCE.

LAS VEGAS SHOULZ ADVISE PHOEMIX OF ANY PERTINENT INFOR-
MATION CONTAINED IN THEIR FILES IN THAT LIMITED INFORMATION
CONTAINED IN BUREAU FILES REVEALS THAT DALITZ HAS BEEN

CHARACTERIZED AS A PROMINENT FIGURE IN THE GAMBLING AND HOTEL
INDUSTRY AND HAS BEEN LISTED IN THE LAS VEGAS REPORT DATED
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TO: f\/” DIig(:TOR, FBI ( ) bx DATE: 1/28/80
iy |

FROM: |](|OAC, PHOENIX (196-408) (C) /
) <) /
SUBJECT (_M. B. (MOE) DALITZ, )
/| ...d/b/a PARADISE DEVELOPMENT COMPANY
e e FBW (B)

/ 00: PHOENIX

The above captioned file is being retained beyond
normal destruction rules. Re: Bureau airtel to Albany
3/12/79. captioned "Destruction of Field Files and

k:ecords; Elsur Matters".

Tickler date 10 years from RUC or CLOSING date to

. e —— / 2C.
be reviewed, 1/25/90 ’ . 0 4
revliew date 1 1als

o

/96954

NOT RECORDED
15 JAN 30 i35S0

J——
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1l - Bureau -
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 PREEDOM OF INPORMATION/PRIVACY ACTS
RELEASE

BUBJSECT s MORRIS B. DALITZ

rFiILE: 197-2350 Section 1
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Memorandum

Imtall,
Laboratory
paTe: 12/9/80 Legal Cova.
Flaw. & leyp, .
Rec. Mowt.
Tech. Serva,
Training
Public Alls. ON. __,
Telephoao Rm.
Director’'s Sec’y

UBJEC']'?"RAN O LA COSTA, etc., et al., v.
PENTHOUSE INTERNATIONAL, LTD., etc., et al.
.o SUPERIQR COURT OF THE STATE OF CALIFORNIA

CIVIL ACTION NO. C 124 901

ROM

A PURPOSE: To advise of the receipt of a Subpoena For Deposition
ordering production of FBI documents in connection with
captioned litigation and the necessity for review and processing
of documents in compliance therewith.

SYNOFPSIS AND DETAILS: An article inm the March, 1975, issue of
Penthouse magazine described La Costa,

a lavish resort in Califormnia, as well as the details of the l ,,.
major public controversy surrounding La Costa as the result of "\"
the background of its principal owners and the manner in which
the resort was financed. 1In particular, the article described th
backgrounds of the principal founder of La Costa, Morris B.
Dalitz and his partner Allard Roen, stating that Dalitz has been
involved in organized crime since the 1930's and that Roen was
. a protege of Dalitz. The article further stated that the
- regort had been financed im large part by locana obtained from
- the Central Statea Pension Fund of the International Brotherhood

of Teamsters with the assistance of Allen Dorfman. Finally, the

article stated that these facts‘loncerning La Costa had resulted

in offfcial investigation Sjte and Fed 1 Iaw enforcement
agencies, including the E ’
In May, 1975, Rancho La Costa, Inc., and four corporate
™ subsidiaries, as well as Dalitz, Roen, Merv Adelson and Irvin
Molasky filed captioned litigation, seeking $630 millioa in
damages for libel. The complaint alleges that the Penthouse
article falsely suggested that plaintiffs are "criminals"” and
""mobsters.”" Trial is scheduled to commence in February, 1981. mp—
-—"
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1l - Assistant Director 1 - Assistant Director

Criminal Inveatigative Division Records Mm Bfvision
(Attn: Mr. McWeeney) (Enc.) (Atta: Mr. G (¥ne.)

1 - Mr. GRS (Enc.)
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Lazal Counsel to Assistant Director,
Criminal Investigative Division
RE: RANCHO LA COSTA, etc...

The California Superior Court, on motion of the
defendants, found that good cause exists for the discovery of
certain records in the possession of the FBI which are relevant
to reports on the activities of the individual plaintiffs and
certain associateg whao are reputed organized crime figuras, and,
on Novemnber 2 1980, enterad an Order that a commission issue

Fayr Fha da af tl‘\d FBI

+
—a

mAagd cTlAn
R -l GFUQ* -_— WLl oo 4 -

The Subpoena For Deposition and related documents
(copies attached) were served at FBIHQ on December 2, 1980.

The subpoena orders production of the documents sought
ia Aftachment A on December 23, 1380.

A carcy of the subpoena has been furanished te Civil
Discovery Review Unit #2 (CDRU-2), Records Management Division
(3¥MD). That "nit is in the process of locating the documents

sought Zor raview by the Criminal Investigative Division.

A 292y of the subpoena has azlso %een furnished to the
OQffice of Legal Supporift Services, Criminal Division, Department
of Justice.

Counsel for the defendants has discussed the preoduction
of the documents sought with Legal Counsel, noting the flexibility
of the deposizion date and defendants' de51re to cooperate with
“he 3ureau I1a obtaining copies of the decuments sought,

In order to complwv with the subpoena and insure the
Jrotection of any privileged information, it will be necessarz
for the Organized Crime Program (OCP), Criminal Investigative
Division (CID) to review the documents prior to processing by
CDRU~2, RMD. Information, the disclosure of which would tead

to identify scurces or informants, or jeopardize ongoing
'nvestigaticﬁs, as well as any other privilegsd information,
should be bracketed for excision.

The review and processing of the documents sought

should He :ompletad as expeditisusly as possidle.



Legal Counsel to Assistant Director,
Criminal Investigative Division

B e W P Y

RE: RANCHO LA COSTA, etc...

RECOMMENDATIONS: (1) That the OCP, CID, designate a Supervisory

. Special Agent familiar with the investigations
and activitlies of the plaintiffs in capticned litigation to asais
Legal Counsel and RMD in compliance with the subpoena.

APPROVED: Aam. Sary. Legal Coun.
Crim, . Plan. & Insp.

RY]

blo

Pac. -t
Jirsgler — Tl
,\ v C‘yo - ¢ AL-acm dant Tach. Jorvs, ' .
C Thes. AL 1. A1 T.‘.;.rmg
Ixzc. AD-lnv. Intell. o ot C:rq. -
ixec. AD-LES ___ Laporaiory & Fubiic Afts,
Th a rha TN dacionaa wa Qf"nr.f rha daesn "
That the CID desigidee Ifvaiew e GOUIU

located by RMD an® bracket informatiom ¢ ntained
therein which would tend to identify sources or informants, which

would jeopardize ongoing investigations or which is otherwige
privileged from disclosure. e M

APPRCVED: Am. Earv. .
Crm !!‘.Vﬂ/ A .;:; H
L Tirected “: o
V) Zxec, AD-ACA___ ‘derl e
' Txac. ANV, et : o
L {Cioc. ACLES Lobaiaicry LTS AS,

(3) That CDRU-2, RMD, 'éxcisiﬁi%ﬁ copy the documents
following review by CID 11izing an excision
code to be coordinated with Legal Counsel.

ACERICVED: A2m.Sgry
ﬁn,mm e AL
#' [} Giractor
xzC Al =0t
Zxec. AD-inv. et
Exac. AC-LES Latroratory
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4-750 (Rev. 12-14-88) ( { : 3 ) X000

FEDERAL BUREAU OF INVESTIGATION
FOIPA DELETED PAGE INFORMATION SHEET

Page(s) withheld entirefy at this location in the file. One or more of the following
statements, where indicated, explain this deletion.

] Deietions were made pursuant to the exemptions indicated below with no segregable material
availabie for release to vou.

Section 552 Section 5523

O (b)) 0] (bX7XA) O (axs)
0 o I (bX7)(B) 0 Gx2)
O (bX(3) O ®(XC) ] O kX

I (bX7XD) O (kx2)

O (b)7XE) O k)3)

L (B7XF) O kx4
O (bX4) O (bX8) L (kX5)
[J (bX5) O (b)9) 03 (k)X6)
O (b)6) L1 (kX7

(O Information pertained only to a third party with no reference to you or the subject of your
request. '

O Information pertained only to a third party. Your name is listed in the title only,

O Documents originated with another Government agency(ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You will be

advised by the FBI as to the releasability of this information following our consultation
with the other agency(ies).

( Page(s) withheld for the following reason(s): Eu..b\.\ ¢ -‘;Qgﬂ.c.e. —

Y For sour intormaion: Qula poena Low Degosition +
AHa chme S

X The following number is to be used for reference regarding these pages:

Ho 197 - 2350 - | Pwelog

PO 00000 090.0000000000004
X DELETED PAGE(S) X
XAAHXXX X NO DUPLICATION FEE X
XXXXXX X FOR THIS PAGE X
XXX XX000000COONN00000oHX

CBI/DO



4-750 (Rev. 12-14-88) ( ' ) Xooo
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FEDERAL BUREAU OF INVESTIGATION
FOIPA DELETED PAGE INFORMATION SHEET

Page(s) withheid entireiy at this location in the file. One or more of the

statements, where indicated, expiain this deletion.

] Deletions were made pursuant to the exemptions indicated below with no segregable material
available for release to you.

Section 552 Secti
O (bXD O (bX7)(A) O (d)xs)
O (6)2) O ox(7®) O GO
O (X3) O (BX7XC) O &Y
O (bX7XD) O &)
O (bX7XNE) O] (k)3)
O (®&X(7)F) O (kx4
O (bX4) 3 (X8} O O
0 (bX$) O @9 0 (kx6)
O (bX6) O &xx)
(] Information pertained only to a third party with no reference to you or the subject of your
request.
[ Information pertained only to a third party. Your name is listed in the title only

[0 Documents originated with another Government agency(ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You will be
advised by the FBI as to the releasability of this information following our consustation

with the other agency(ies).
L}_ﬂ_?age(s) withheld for the following reason(s): Eg\o l \ & SQLMLL e —
C'_Dg,ﬂ.'\' T)Dg g_».a.ui‘
N For your information:begwc\‘; Q‘Q{-m\a\h* A\ Suppoﬂ.—"’ é(- SQLPQ_Q_I\L

Dutes Tecuns gg '\ i)geoslli.‘g, at Yo FRAL < el('r\g_‘:nfs

X The following number is to be used for reference regarding these pages:

HQ 197 - 2350 - | Sl os ura

).$.6.0.0.0.6.6.6.0.0.0.69.060689644

X DELETED PAGE(S) X

X00KX X NO DUPLICATION FEE X

).9.9.0.0.9.4 X FOR THIS PAGE X

00X }6.0.9.8.0:0.60.060009.6006664 4
FBY/DOJ
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FEDERAL BUREAU OF INVESTIGATION
FOIPA DELETED PAGE INFORMATION SHEET
Page(s) withheld entirely at this location in the file. One or more of the following

statements, where indicated, explain this deletion.

[0 Deletions were made pursuant to the exemptions indicated below with no segregable material
available for release to you.

Section 532 ection

O X1 O (b)7)A) L1 (dXs)
O (bx2) O (b)7)B) O (GX2)
O ®)3) O ®dX7X0) O 1)

O ®)7XD) O &)2)

O (eX)7XE) O (x)(3)

O (bX7XF) O (k)(4)
O (bX4) O (b)®) O (x}5)
O (bX5) O )9 O xx6)
O (b)) 1 (kX7

[J Information pertained only to a third party with no reference to you or the subject of your
request, ‘

(3 Iaformation pertained only to a third party. Your name is listed in the title only.

[0 Documents originated with another Government agency(ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You wiil be

advised by the FBI as to the releasability of this information following our consultation
with the other agency(ies).

: } Page(s) withheld for the following reason(s): _1 \A, h& 5,‘ C SO\L&C e -
C_ourd Mws&

W For your information: ! ln&\ ce Q; hgpo%\*{m

(X The following number is to be used for reference regarding these pages:

HQ 197 - 2350 - |\ MDSH'Q .

XXO0000000O0ooto X
X DELETED PAGE®S) . X
XXXAXX X NO DUPLICATION FEE X
XXAAXX X FOR THIS PAGE X
XXX PO.9.0.0.0.00.0.06.000.0.86.0.06.0.0.1
FBI/DOI
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{ATTN: ZHACIPLE LEGAL ADVISOR} -

-

ET / .

ANCHO LACOSTA+ ETC.+ ET AL.s VS PENTHUSE INTERNATIONAL+ LTD., <

ETC., £7 AL.3 {SUPER. C€T., CAL. LA COUNT“}3 CIVIL ACTION HO._ :
C 124 931

REGUTELCALS TO CHICAGO AND SAN DIEGO. DECEMBER 5. 19a0.
- AS A RESULT OF CAPTIONED CIVIL ACTION, SEVERAL F3I
DOCUMENTS HAVE BEEN SUSPOENAED. THESE DOCUMENTS ARE TO BE PRO-
DUCED AT A DEPOSITION SCHEDULED FOR DECEMBER 23, 1980. AT

WASHINGTON, D. C. _
THE FOLLOWING DOCJUMNENTS COULD NOT BE LOCATED IN FBIHQ FILES:

W »_ -ﬁah___.
SEE NOTE PAGE .3 /9‘"7 _-/0236()- Z. 'Z

X - RR. MINTZ ' o,
TATTN: : — o
I - Hﬂ_}f 20 D
b £ 12 1990
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PAGE TW® DE H4 0145 UNCLAS EF T O _

__“1¥FCHILAGO AIRTEL TO LAS VEGAS DATED JULY 1. LGl B

CAPTIONED~ "MORRIS B. DALITZ. ANTI-RACKETEERING."™ o m

i 2. SAN DIEGO REPORT OF SA _ATED

MARCH 28, ja‘!h&-u CAPTIONED. "RANCHO LACOSTA. INC.. ET AL." . L -
-{SD FILE NO. 92-398} 7
- 3. REPORT IN SAN DIEGO FILE 92-398+ UNDATED-w=CARTIONED.
™A HISTORY OF THE LAS VEGAS GROUP B_EHIND THE RAI_\ICHO LACOST;Q

-

QPERATION."

AS ADVISED IN REFERENCED TELEPHAONE CA

R B

SEARCH THEIR FILES FOR ABOVE-DES.RIBED DOCUMENT NUMBER 1 AND

-SAN DIEGO SEARCH FOR DOCUMENTS NUMocPED 2 AND 3. A XEROX COPY

OF THE DOCUMENTS SHOULD BE RETAINED BY THE RECIPIENT OFFICES
AND THE ORIGINALS FORWARDED TO FBIHQ. ATTENTION: -

- CIVIL DISCOVERY REVIEW UNIT - 2. ROOM 5448, FOR PRO-

€ESSING-

- DUE TO THE DECEMBER 23+ 1980, DEPOSITION DATE~ RECEIVING

"OFFICES ARE REQUESTED TO AFFORD THIS MATTER EXPEDITIOUS HANDLING-.

ik oo

LT

Wi

ANy quesTIons sHoutd BE DIRECTED To sA [N A7 exrensiongiil b2

T 2T TrRE TR Lals LILOW Ts L E

|
|

e e e

F31. Ccos
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DIVISION. REQUESTED DOCUMENTS ARE INTER OFFICE CONMUNICATIONSF £ |
NOT AVAILABLE IN MAIN HEADQUARTERS FILES. R IN




TRANSMIT VIA: p- &/ . ENCE: CLASSIFICATIOL

i
?
N ]
] Teletype ( o .diate ] TOP SECRET !
) Facsimile [ Priotity ] SECRET !
%y ——AIRTEL ] Rowtine () CONFIDENTIAL !
= - (JUNCLASEFTO . °.|

Y () UNCLAS !
/ . ) I
Date —12/9/80 ——

TO: DIRECTOR, FBL (ATTENTLON: W CIVIL
| DISCOUERY | . 5448)
‘ROM:“ QHICAGO (197-85){/’

p A
RANCHO LACOSTA, ETC,, ET AL., PENTHOUSE

INTERNATIONAL, LTL., ETC. ET AL.; -
(SUPER, CT. CAL, LA COUNTY) .
CIVIL ACTION NO, C 124 901

Re Bureau teletype dated December 5, 1980.

Per your raquest there is enclosed Chicago origin
serial 92-410-56 (Lhicago airtel to Loa Vegas, dated 7/14/61
f entitled '"Morris parm.:y Dalitz, AR."

[

PR

@- Bu1\-eai.1 (Encl. 1
- iiicago
!"

S N S

& DEC 12 1580

el SRS oy,

Approved: / / Transmitted Per

. - e - (Number) (Time}
) "69 1 Py % U.S. GOVERNMENT PRINTING OFFICE: 1580-305-750/5402
. ' JAN A ;.‘_. 1

-l

A
Y t;.



36 (Rev.5-22-78)

_ FBI
TRANSMIT VIA: gggaﬁgNCE: CLASSIFICATION:
(7] Teletype ediate ] TOP SECRET
/ (] Facsinmile (] SECRET
] CONFIDENTIAL
[CJUNCLASEFTO
(] UNCLAS

12/8/80

e — o ———

g e

N
AP .~ DIRECTQ =2
VAT ATTN: CIVIL DISCOVERY REVIFW UNIT =
~ :

-
‘/‘ﬁéM: SAC, SAN DIEGO (197-47( (RUC) —_

o«

Re Butelcal to San Diego 12/5/80, and Bureau
teletype to Chicago & San Dilego 12/6/80. -

n Diego was unable to locate SD report of SA
dated 3/28/68, Captioned, "Rancho LaCosta,
Lis 3 - - L] ’
Attached h is San Diegn report "A History of
the Las vcgas Gro ind the Rancho La Costa Operation."
ENCLOSURE

£ Bureau (encl. 1)
- San DIego

oo QUG =y
64 \]Ahéélu\b‘f 2

Approved: Transmitted Per
(Number) (Tima}
: 4 0U.5. GOVERNMENT PRINTING OFF ICE: 1980-305-750/5402
"-._____
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request. -
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0 Documents originated with another Government agency(ies). These documents were referred
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{
‘irtal o 340s, U0, A ST
"3:  Hfyache lalaazea, .., 2t al., v, Vi
Pentiaouse Internaclmal, Led, ate,, et 2l,

Im response to this subpoean, Les inelas is rTequastad to aead LA 22-17745
to Fal.y fow pressssing.

- . Ssm Diage {s Tecusstad to forwsrd to IILI) the alrtel from “an Diepm tes
1,33 Vouss dated 7/14/75, anticled, 'Tancho lalCosta, fac., 2t a),, -~ AR, §B 198,

Thesa uaterials ahould e uxpeditioasly forwarded te FRITD, Attentisms
Zivil Slicavery Heviow Jalt $2, Toom Z445, J, Flrar Taover Jullding. ‘uy quastions

suould ba dirested to SA -a: axtonslon . b2 B

- b(p _— —”'—z-—:

"NOTE: Captioned litigation being coordi.ated wich Legal Counsel Division. Requested
documents are inter and intra office communicatiuns not available in main Headquarters
file.
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]
FBI ;
TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: i
1 Teletype [ Immediate J TOP SECRET :
C1Facsimilezs. - [ Priority (] SECRET !
R(-AIRTEG:= o = [JRoutine ] CONFIDENTIAL ..}
o [JUNCLASEFTO !
N (] UNCLAS !
\
|

/ ‘ Date _2/4/81

TO: DIRECTOR, FBI -
FROM: SAC, LOS ANGELES (197-NEW) (1) (P) —_

SUBJECT: QBANCH.O_IACQSIA_IN.CQBP-ORAQED. VERSUS -
PENTHOUSE INTERNATIONAL LIMITED .
(LOS ANGELES SUPERIOR COURT)

Enclosed for the Bureau is the original serials for
volumes one and two in LA filc 92-1876, Bufile 92-8197. The
enclosed materials are being furnished to FBI Headquarters
per above referenced telephone call.

bl T B T2

3§ - TSI Rl

G; -~ Bureau (Encl. 2) (RM)
1 - Los Angeles

Re Bureau telephone call to Los Angeles, dated 2/2/81.

,/:::‘7

Transmitted Per

(Number) (Time)




FD-36 (Rev. 5-22-78) .. , |

¢

|
FBI |

TRANSMIT VIA: PRECEDENCE: CLASSIFICATION: | )

[ Teletype (1 Immediate {7] TOP SECRET E s
{1 Facsimile [J Priority (J SECRET _ !
/ Uﬁfg} [ Routine [J CONFIDENTIAL !
e s (JUNCLAS EF T O. |
[ UNCLAS |
Date 2/11/81 E
TO : DIRECTOR, FBI = I

/(2)- Bureal (Encl. 1)

Fl - 92-398)

FROM : SAC, SAN DIEGO (197-NEW) (RUC)
. -
SUBJECT: '@Q{Q__IA,COSTA,_ etc., et al., v. = =
PENTHOUSE INTERNATIONAL, LTD, etc., et al.
(SUPER. CT., CAL. LA COUNTY)
CIVIL ACTION NO. Cl1l2490L

ReBuairtel to Chicago dated 2/3/81.

Enclosed for Bureau is one copy of San Diego airtel

to Las Vegas datec 7,14/75, entitled "RANCHO LA COSTA, INC., y
ET AL., AR." San Diego is unable to locate enclosure sent to ; F%{ﬁ\
Las Vegas and Los Angeles with airtel.

2 o

2 - San Diego
(L - 197- )

s

17 F;ﬂ 19 1981 ;

ransmitted

{Number} {Time}

H FBi/00)
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Section 352 Section 5523
7 (bX(1) O (bXT7HA) O d)5)
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(] Information pertained only t. 1 third party with no reference to the subject of your
request.

(] Information pertained only to 1 :hird party. The subject of your request is listed in the
title only.

3 Documents originated with an- (nor Government agency(ies). These documents were referred
to that agency(ies) for review .14 Jirect response 10 vou.

Vol by anathar (TAvAraseant aganas fing 1 kea
EERRSRN S HULIECT JY L

2 ¥ anot vernment agencvlies). You will be
advised by the FBI as to the roleasability of this information following our consultation
with the other agencyiies).

11
¥}

Page(s) withheld inasmuch as a Iinal release determination has not been made. You will be
.- advised as to the disposition at j-lter date.

Pages were not considered for rclease as they are duplicative of

(] For y-ur information:

PX The following number is to be used for reference regarding these pages:

/97 ~2RASO - ?’ﬂﬁ’n 2 +3, /97~ 23850-§

p0.6.0.0.6.0.0.60.0.8006.000080004
X DELETED PAGE(S) X

XEAXX XNO DUPLICATION FEE X
):0.4.9.0.9.4 X FOR THIS PAGE X
9.8,6:0.0.4 )9:0.0,0.6.6.0.0.6.0.6.5.0.0.8.50.0.9.9.94
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Drgafal writhhald amts at thin 1A i~
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Ie i
statements, where indicated, explain this dele

[J Deletions were made pursuant to the exemptions indicated below with no segregable material
available for release to you.

Section 552 Section 5523

O (bX1) O (bX7)(A) O (dxs)
O &2 O ()7)E) O X2
O ®)3) O (bX7XC) O kxn

O ()7x(D) O (kX2)
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(O Information pertained only to a third party with no reference to you or the subject of your
request. '

[ Information pertained only to a third party. Your name is listed in the title only,

O Documents originated with another Government agency(ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You will be

advised by the FBI as to the releasability of this information following our consultation
with the other agency(ies).

55 Page(s) withheld for the following reason(s)?&bsgg SQ Rt €
N L TN i
ALDUWRY LotumenXd
% For your information:m\d( ‘S hN'.\«.o 2an bum QLPPO‘I A.'\'S ‘k’ G.LL‘L\\-O (L‘t'\'l‘. es
‘nSupport of Cowal’s Onbeq ot "l\‘_ﬁ‘{\?( s A-Q_Mlci e$ ‘

X The following number is to be used for reference regarding these pages:

HQ 197 - 2350 - N4 QuoodeR

D'0.0,0:0.0.:0.0.0.0.0.0.0.0.0.0.0.0.000.6.
X DELETED PAGE(S) X
XXX X NO DUPLICATION FEE X
XXXXXX X FOR THIS PAGE X
XXXXXX 000906800069 00.00 ¢4 ¢.0.4
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IS {

- T r ) o {’ . -
516 SUPERIOR COURT OF THE DISTRICT .
OF COLUMBIA !

—_—

QANCHO LaCO37A, 'gt_a_].‘., v
il —S )

Plantiffa, :

Misc. 164-80

Ve M R . )
PERTHOUSE INTERFATIONAL, et al., :
Defendants. :
{

ORDER

Upon censideration of the Commission issued by the Superior
Court of California, County of Los Angeles and it appearing
to the Court that the Commissiecn is in proper order, and

Upon conglderation cof the request of the Federal Bureau of
Investigation for a protective order, it is by the Court this
Z% day of Angiz » 1989

ORDERED, that purauant to t4 D.C. Code 103 leave is granted
to defendants Penthouse International, et al., to take the
deposition of such person designated by the Federal Bureau of
Investligation as its custodian of records and that subject to
the exceptions set forth below, sald individual will produce at
the time of his deposition L4 the documents requested

by defendants and described in paragraphs 1-30 of the subpoena

rrevioualy issued and approved by this Court on December 1, 1980,

and in Exhibit A to the letter of January 12, 1981, clarifying the
items requested by paragraph 31 of Attachment A to the subpoena
isgzued by this Court (Herelnafter, the "Subpoena") and it is

PURTHER ORDERED, that the Federal Bureau of Investigation shall

not be required to disclose and may redact the documents involved

herein to delete names of confidential sources of information,

information which would tend to identify confidential sources of ‘

il

information, information the releamse of which would interfere with

+ she, A, ,

ongoing criminal law enforcement investigations, and informatlon

’ (f“£'41AL ‘!!'Altl.

a )
o 1 4
O o | ,




/"—M - _’ A I

prohibited from disclosure pursuant to 28 C.F.R. 16.32 (1980).
FURTHER ORDERED, that all information contained in the
documenta subject to the Subpoena which ia not withheld pursuant
to the above paragfaph but which is Buhjecf.to the provisions of
the Privacy Act, 5 7.3.C. 552a et seq., is hereby ordered to

be diacloeed.'

4

JOHN C. MARTIR

Asslatant United Statea Attorney
U.3. District Courthouse

Room 2838

Washington, D.C. 20001

(202) 633-5318 .

. et I
R TR 4

ST, A '

- Wy TOLIVER BESSON LT ONPR 24 198 - : -
Paul, Hastings, Junofsky and Walker 0.7 L.DUCKENTIELT
Sixth Ploor Cek 3.0 s atof
1050 Thomas Jefferson Street, N.W. Ug =@ 0i Golgmbia
Washington, D.C. 20007 2 aa;z’ .

(202) 333-8500 u ey ey ek

JOHN A. DITO, ESQUIRE
Buchalter, Nemer, Fields,
Chrystie & Younger

700 South Flower Street

Suite 700

Los Angeles, California 90017

-

MICHAFL SILVERBERG, ESQUIRE
Phillips, Nizer, Benjamin,
Krim & Ballon

40 Weat 57th Streat

New York, New York 10019

i
?

ot

vl
-
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to that agency(ies) for review and direct response to you.
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Page(s) withheld for the following reason(s):
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[J Deletions were made pursuant to the exemptions indicated below with no segregable material
available for release ta you.

Section 552 Section 33523
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O (6X3) O (b)7X0) O X1
_— 0 o)D) O (k)2)

O (bX7NE) O xx3)
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{J Information pertained only to a third party with no reference to you or the subject of your
request.

O Documents originated with another Government agency{ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You will be

advised by the FBI as to the releasatility of this information following our consultation
with the other agency(ies).

QQPage(s) withheld for the following reason(s): E lh !QS ic‘ ég WRte —

Py R y

Loury Locument

K For your information:mg] Aty E'Q Su Pplgm_sﬂje& in Su.ppbl.* Qc
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X The following number is to be used for reference regarding these pages:
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Deletions were made pursuant to the exemptions indicated below with no segregable material
available for release to you.

Section 332 Section 3523
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request.

O Documents originated with another Government agency(ies). These documents were referred
to that agency(ies) for review and direct response to you.

Pages contain information furnished by another Government agency(ies). You will be
advised by the FBI as to the releasability of this information following our consultation
with the other agency(ies).
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Exec AD Adm. __

) Exee AD lav. .
Memerandum Eme AD L85
Assr, ira
Adm. Sorve,
Crim.lnv, ______
ldant,
intall,
Laboratory
To : Assistant Director s” Date 5/19/81 ';',,',',_'f,":;:
Records Management Divi Roc. Mgmt._
Toah. Sorve. __ -
- - Training
From : Legal Counse ON. of Comy.
. ‘ , [ § P-Ll:AHg._ -
a hd [4 Teloghens Rm. __
- > i
Subject "RANCHO LA COSTA, etc., et al., v.
PENTHOUSE INTERNATIONAL, LTD,., etc. , et al,
SUPERIOR COURT OF THE STATE OF CALIFORNIA e

CIVIL ACTION NO. C 124 901 N e

PURPOSE: To request designation of a deponent to produce at
deposition FBI documents subpoenaed in connection

with captioned litigation. b '

SYNOPSIS AND DETAILS: By memoranda dated 12/9/80 and 2/10/81

you were advised of the issuance of a
Subpoena For Deposition seeking production of FBI documents
sought by the defendant in captioned matter.

Review and processing of the subpoenaed documents has
been handled by the Civil Discovery Review Unit #2 {CDRU-2)},
Records Management Division (RMD) under the supervision of @
Supervisory Special Ageﬁﬁ ’

Following initial review of the documents sought,
we advised counsel for the defendants that compliance with the
subpoena would violate Title 5, U. S. Code, Section 552al(b) and
that we would not produce any documents without the consent of
the subjects thereof or a court order compelling production.

On April 24, 1981, defendants obtained an Order from
the Superior Court of the District of Columbia that the FBT
produ~e the subpoenaed documents to the extent that they or
information contained therein are not privileged. Counsel for
the defendants thereafter noticed a deposition for production
of the documents at Washington, D.C. on 5/15/81. Counsel for the
defendants noted at the time the Order was entered that production

of the documents to them without the necessity of a formal
d iti 1ld be satisfactory.
eposition wou actory - S,{) -
[ 17-23
7 d
1l - Assistant Director / ! —
Records/ﬁana ement Division

(Attns 23 v 21 18

[




Legal Counsel to Assistant Director,
Records Management Division
RE: RANCHO LA CQOSTA...

On 5/14/81, counsel for the plaintiffg filed a Motion
to Stay And Vacate Foreign Subpoena Duces Tecum As Improvidently
Issued and a hearing was held before the Judge who entered the
4/24/81 Order. Following argument by counsel for both parties
the Court ordered the briefing of several issues by 5/19/31
Following submission of the requested briefs, the Court wil _
rule on production of the documents. e

PDuring the course of the 5/14/81 hearing, counsel for
the plaintiffs noted that the 4/2§Z81 Order indicated that the
subpoenaed documents be produced at -a deposition. Zhey-will
insist that a deposition be held to produce the documents,

The original subpoena served on the FBI ordered the
appearance of Director Webster, the Assistant Director, RMD
or "any other duly designated witness" at the de9051t10n to

P?‘nr"l'l!‘a tha documante Aecguming that+ +the court will at

~VhRLTs s GLLLNCOHLS . Aacoildiililly Lidat Wic Wh iy

some time in the near future, order compliance with the

subpoena, RMD should designate a representative from that Division
who is familiar with this matter to appear as a deponent. We

w2ll be represented at the deposition by Assistant United

States Attorney John M. Martin. You will be advised as soon

as a date certain is set.

RECOMMENDATION: That RMD designate a Special Agent familiar

22l +mnr anA > acotrna ~f +=ha 1hmaamasaAd
with the rev;w; allG pJ.OCCD;.I-ll\j of the sunpocnaed

documents to appear as a deponent gpr production of the documents.
The identity of the designee should be furnished to Legal Counsel.

DU o™ (: Mg

SIS GRS : S

. o f
'1' .;~ﬁﬂﬂ S ””5@5




bl

ADDENDUM: RECORDS MANAGEMENT DIVISIOR, 5/20/81,

This is to advise that Supervisory SA _ShOUld be

designated-as the representative of Records Managem vision for the purposes

of producing- records at the deposition in captioned matter.




Adirtel
= s 5/26/31
F -
Director, FBX ’ G
SAC, San Diego
{(Attn: Principal Legal Advisor)
'RANCHD LaCOSTA, ete., et al., v, s e

=== 3 et ==y =T - -

PENTHOUSE INTERNATIONAL, LTD, etec., et al.
(SUPER. CT., CAL. 1A COUNTY)
CIVIL ACTION NO., C 124901 - -

i

-—

/
Lw ReButelcal to San Diego, 5/22/81.

By raferenced telephons call, San Diego advised that a Freedom of
Information/Privacy Act request had been made for San Diego file entitled

" " . SR . T oT d et
Rancho LaCosta, ete,”", fila numbar 92‘398, by S & Washington, D.C.,
attorney. !

In order to facilitate compariscns between San Diego's previous release
and Headquarter's pending release in captioned matter, San Diego was requestad to—

»
forward a copy of tha San Disge release to FBING, Ciwi

Room 5448, Attention: SA

Any questions should be directed to SAYNEP 2t extension- 6 g

1l - Mr. Mintz

L p— 41 — 2350-/2

1
&

(Attn:
1 - Mr. Finz
r, Dean

'y 'y

(Y 2s Ay 27 oo

S T, S—

_ Ll

As a result of captioned litigation, several FBI documents have been subpoenaed.

g the course of several conversations between SA Legal Counsel

aion, and Counsel for the Defendants, 1t was learned that defendants were already

ve AD Adm. __ Possession of several documents identical to the ones requested but could not 1nl:ro-

e apLEs __ duce them into court.‘l q.% endants' counsel refused to divulge the source of theg:

"'_";:m ~ documents. This fafodmacfon vas. sprovided to the Office of Professional, Wil‘lty
— On 5/21/81, SA OPR, re?ge&éd that. CDRU-2

MAILED 1

vim, lww, ____ (OPR) bY SA

out. attem jf ine whether or not any of the documents in the poSsession of defendants'
::" counsﬂii obtained through FOIPA requésts from either the ChicAgo, Los Angeles, or
ryul Cous __ 5an Offices. On 5/22/81, these offices were telephonically contacted by CDRU-2

on. & Insp. _ personnsl.

- an Diego is the only office that made an FOIPA release of documents
e . .

. ing LaCosta. When received, these documents will be matched with the documents
v -'.’m —reﬁi ;i s to determine whether defendants are in possession of FBI
. on me i tside the scope of FOIPA or discovery requests.
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*‘\-gpacsimile - ] Priority [ SECRET ! 4
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TO: DIRECTOR, FBI

: J’AT" ~ CIVIL DI3COVERY REVIEW UNIT #2
(g o
Fl.\—Jlx: -

, SAN DIEGO (197;47) (RUC)

A COSTA, etc., et al., v. — B

RAN 1

‘?ENTEﬁEmTTNTEﬁNATIONAL, LTD., etc., et al.
(SUPER CT., CAL. LA COUNTY)
CI"TL ACTION NO. C12430]1

Re Bureau airtel to San Diego 5/<€/81, and Butelcal o]
San Dicg~ 5/22/81.

For the information of the Bureau, both
and aka have made FOIPA requests +

on themselves. Part or the located documents were 3 "see reference
pertaining to these men from San Diego Tile 92-398 (main File for
La Costa).

Enclosed for the Burcau are coples of 150-51 re GEENEEDD

and 190-41 pre
21 c“cmS“n

Bureau (encl.
- 8an Diego

Apprer ec. _ Transmitted Per —

(Number} (Time) s
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OHDE.REU, that this action be, and 1& 11 hqreby,

staxed pendin‘, sub-.isaion ta the origina.ting court of the
- 2 - v, ."-*J ﬂ-l","»l'

1ssues idendﬁcd. herein. ' e

James A, Selsan
Judge .

»

coples malled this day
of July, 1981 to: i

Loran Kieve, Esq. = .- -
1250 Connecticut Avenue, N.W.
washington, DC 20036 _ -

W. Tcliver Besson, Eag. ' - -
12050 Thomzs Jefferson Street
Washington, DC 20007 - ] =

’ﬁauln, Esq.
r-'.: v. S Attorney

1
.
|- L1

Kent ?a“nswor...., Esqg.
555 Soush Flower Street®
oS -\ngeles,, Californias 90071

™t an & Schafrann "
35 K AvVenue
2w ‘r'crk, Neow-York 10022

n. Jeorge M, Zell
cerlor Court of the .
Szase 3T California .
c/2 Clerk of the Court

Les angeles, California

‘.'.E;.“ - SinT,. ._sq

.-..,--..-k‘...::}-m -s-u-r-c.-—- s e
Sulte 700G .

Lowx xng?q; Cﬂifa-:lin 9 01" ’
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ennid - % e, b L el
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[J Documents originated with another Government agency(ies). These documents were referred
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Pages contain information furnished by another Government agency(ies). You will be
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with the other agency(ies).
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LAW QFFICES OF

PAUL. HASTINGS, JANOFSKY & WALKER

LY QRANGE COUNTY OFFICE
Lz’.‘:":w,_ A PARTNERSHIP INCLUDING PROFESSIONAL CORPORATIONS
. SEVENTEENTH FLCORM
ROMERT ™ HASTINGS ]
CHARLES M. wALKER 1050 THOMAS JEFFERSONMN STREET, N. W. B985 TOWM CENTER QRIVE
. COSTA MESA, CALIFOMANIA 921628

LOS ANGELE: L4l ¢

» oreic SIXTH FLOOR TELEPHSNE (714) 41100

TWENTY -SECOND FLOOR

358 JQUTH FLOWER STRELY WASHlNGTON, D.C 20007
LS ANGELLS, CALIFORNIA SOOT1 WEST LOS ANGELES OFFiCE
TELLPHONE (213) 488-4000 TELEPHONE 12021 333-8500 FIFTH FLOOR

1299 OCEAN AVENUE
SANTA MONICA, CALIFORANIA 20401

ATLAMTA QFFICE
TELEPHONK (213) 48i-2428

SITE NOO
230 PE, TAEE STRLCET, M. w.

TELEPHONE (404} S88-9900 JU.].Y 29; 1981

QUR FILE NO. .

vl

Esq.
Federal Bureau of Investigation
J. Edgar Hoover Building

Room 7326
9th and Pennsylvania Avenue, N.W.
Washington, D.C. 20535

e a— b

‘Enclosed by messenger is a copy (rot certified)
of Judge Nunzio's Order dated July 24, 1981, se“ting,the
deposition and producticon of documents by the T™RI in Rancho
La Cogta et al. v. Penthouse International, et al. ThRis is

0 confirm also that Supervisory Special
Agent, will be the deponent, and that the deposition will
go forward at 11:00 a.m. tomorrow, July 30, 1981, at our
offices.

If you have questions concerning the Order or .
tomorrow's deposition and production, please do not hesi-

tate to call. ’
Sincerely,

Paul AY" Yevnik
for PAUL, HASTINGS, JANQOFSKY & WALKER

Enclosure

R
ey 972350~ /6.
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SUPERIOR COURT OF THE DISTRICT OF COLUMBIA
CIVIL DIVISION

RANCHO LA COSTA, etc., et al., )
Plaintiffs, ;
v. ; Misc. No. 16&4-30
PENTHOUSE INTERNATIONAL, LTD., ectc. ;
et al., }
Defendancs. ;
QRDER

Upon consideration of (1) this Court's Order of
April 24, 1981 (a copy of which Ls attached heteto as Exhibit
A and incorperated herein by reference); (2) this Court's
Order of July 9, 1981 (a copy of which is attached L retc as
Exhibit B and incorporated herein by reference); (3) -ae
Los Angeles Superi&r Court's Order of July 21, 1981, (a ropy
of which is attached hereto as Exhibit C and incorporated
herein by reference), responding to this Court's July 9tk
Order; (4) the Commission issued by the Superior Court of
California, County of Los Angeles; (5) the subpoena issucd
by rhias Coq;t on December 1, 1981; (6) plainciffs' Motion to
Stay and Vacate Foreign Subpoena Duces Tecum as Improvidently
Tssued, and Affidavic of Thomas G. Jackson; (7) the sub-
misgions of the parties pursuant to this Court's request of
May 14, 1981; (8) the motions of the respective parties
before the Los Angeles Superior Court on Friday, July 17,
1981, the memoranda and declarations filed in support of
said motions, and the argumencs of the parties at said
hearing; and (9) the defendants' Motion for Order Vacating

of

Stay and Setting Date for Deposition and Productiin ¢

Documents st Deposition; it appearing to the Court that :he

i [

: i.: "”Hg?ﬁﬁ'ﬁx"ﬁﬁ”irﬁg%p'.i< ﬁnu%;—.w
v -~ s ST
NN Ny »rm"’,,. ° Y
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Court’s Order of April 24, 1981 was Sywminiwwedy granted, 1=
is by the Court this il day of j;bff\ . 1981,

ORDERED, that the order of this Court dated April

24, 1981, (a copy of which is attached hersto as Bxhibit A

and incorporated herein by reference) concerning the deposi-
. =T N

tion of the custodian of records of the FBI is rzigéiéﬁia:

and it 1is

FURTHER ORDERED, that documents one (1) to fifty- . J
four (54) as identified on the list attached hereto as
Exhibit D and incorporated herein by reference shall be pro-

duced at the deposition of the custodian of ecords of the

\h.b)..-{- Fl NG SN - U 4—‘.27-’ Y Flad Ll 2 ’("g?, ,-/(’)/ &y
uu.,ﬂrd it is . £ & v
FURTHER ORDERED, that the Stay of the deposition .
issued by this Court on July 9 is hereby dissolved; and it is
FURTHER ORDERED, that said dep sition and produc-
tion of d?ggmeuts shall take place at 10:J a.m. on
Ay » 1981, at the office. of Paul, Hagtings,
Janofsky & Walker, 1050 Thomas Jefferson Street, N.W., Six:h
Floor, Washington, D.C. 20007, without further notice.
Z D e
rd JUDGE V¥
John C. Martin Loren Kieve
Assistant United States Steptoe & Johnson
Attorney 1250 Connecticut Avenue, N.W.
U.5. District Courthouse Washington, D.C. 20036
Room 2838
Washington, D.C. 20001 Dennia Hoffman
Federal Bureau of
John A. Dirto Investigation
Buchalter, Nemer, Fields, 10th & Pennsylvania Avenue,
Chrystie & Younger N.W.
700 South Flower Street Washington, D.C. 20535
Suite 700
Los Angeles, California 90017 W. Toliver Besson
Paul A. Zevnik
Michael Silverberg Paul, Hastings, Janofsky &
Phillips, Nizer, Benj}amin, Walker o B
Krim & Ballon 1057 Thomas Jefferson Streat,
40 West 57th Streer N.W.
New York, New York 10019 Sixth Floor
. Washington, D.C. 20007
i
" -ﬁ h‘l_e_’.._hhc S c‘ EIY i L2 *‘m‘»‘?ﬂ ..;’o R O o
o] -f D},..-: Y "'k-z f #.' < z“ "T '. . "_:lr
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. ' CTPERIOR COUn. OF THE DISTR

OF COLUMBIA
“AYCEC LaCOSTA, st al., 3
Plantiffs, :
- Misc. 164-80
Ve H

ENTHOUSE INTERNATIONAL, et al., :

Defendants.

Upon consideration of the Commission issued by the Superior
Sourt of California, County of Los Angeles and it appearing
-0 She Court thnt.tho ponnission ia in proper order, and

Uﬁon conslderation of th" request of the Federal Bureau of

nrestigation for a érotoctiv. order, it is by the Court this
7 day of Aavel . 1981 .

(ORDERED, that pursuant to 14 D.C. Code 103 leave is grantel

‘3 d2fendants Penthouse Interaational, et al., to take the
j.gw3lsion of guch parson des.gnated by the Pederal Bureau of

‘nvestigation as ite custodian oi records and that sudbject to
ie sxceptions set forth below, sald individuml will produce at
e tine of his depoaition l the documents requested
oy delandants and described in paragraphs 1-30 of the subpoena
oreviously issued and approved by this Court on Decamber 1, 1980,
and in Exhibit A to the letter of January 12, 1981, clarifying the
itins requested by paragraph 31 of Attachﬁent A to the sudpoena
1csu94'by this Court (Bereina ier, the "Subpoe-a®) and it is
i FURTEER QORDERED, that th‘ Pederal Bureau of Investigation shall
a5T b2 required to disclose and may redact the documents involved
aoroin to delete names of confi%;ntial sources of information,
information which would tend to i1dentlfy confidential sources of

information, information the releass of which would interfere with

ongoing eriminal lav enforcemeii investigatic.s, and informatlon

EXHIBIT A




-

prohibited from disclosure pursuant to 28 C.P.R. 16.32 {1980).
FURTHER ORDfRED, that all informaticn contained in the

documents subject to the Subpoens which is not withheld pursuant

to the above paragraph but vhich 1s subject to the provisions of

the Privacy Act, 5 U.S5.C. 552a et geq., im hereby ordered to

be dimclosed. -

e

JOHR C. MARTIN

ﬁugiufgnf ?nitgd S}rtea Attorney
V.5. DIBTr1CT vourwnouss

Roonm 2838

Washington, D.C. 20001

(202) 633-5318

W~ -TOLIVER BESSON

Paul, Hastings, Jnnofaky and Walker
Sixth Floor

1050 Thomas Jeffer:z.a Strect, N.W.
Weshington, D.C. 20007

{202) 333-8500

JOHN A. DITO, ESQUIRE
Buchalter, Nemer, Tields,
Chrystis & Younger
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SU(“RIL COURT Or THE DISTRICT "% JLUMBIA

. -
Civil Division

RANCHO LA COSTA, et al., : .t
Plaintifrfs, 3

v. 31 Misc. No. 164-80

PENTHOUSE INTERNATIONAL, LTD., et al,: '
Defendants l; :
ORDER

This sction is before the Court upon the moticn of
plaintiffs to vacate the subpoena issued by the Court on
December 1, 1980, and its order of April 2k, 198i, both
of which relate to the proposed dspositicn of the custodian
of tﬁ? records of the Federal Bureau of Investigation.
Defendants seek to.tlke that deposition in the District
of Columbia pursuant to commission issued by the Superior
Cou't for Los Angeles County, California.

Ror reasons set forth below this Court will stay

the . procv2dings pending consideration by the originating

court of questions relating to the scope of the depositien,

allegations of violation of gherrrivncy Act, 5 U.S.C. {1976)

§552a, and plaintiffa' request for a protective order

relating to the use of the materials to be produced by the

records custodian (made informally before thisz Court in

the affidavit of Thomas 8. Jackson, May 13, 1981, at page 4}.
Since many of the arguments raised by plaintiffs are

. ingubstantisl, this Court will address aeveral of them

at this time for the purpoi; of expediting matters in the

event there are further proceedings in this Court.
Plnintiftl have cbjected to the ex parte nature of

sarlier proceedings in this Court. The procedures followed
&

by defendants to obtain the subpoena &nd order were customary
and proper. Subpoenas, including those which relate to

depositions taken upon commissions issued by‘rorelgn courts,

EXHIBIT B
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are customf”tly sought and issued ex pa-*e. Likewlse,
an arpliceiion for an gréer entersd with the consent
of depcnent limiting the scope of a p-eviously - i
sutherized gubpoen: was apprc;riate}y nede in the sanme
ranner. The Court nectes, newever, that it directed
ccunrel for the Un::é: Sietex to mell coples of the eé:er
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with depcrltlons Taren pu
erurst. Indeed, 1t woull bs extrermely SI7fisult to tele the
éaposition of arn out-ol-state records custodian in connection
with;& triel penéing ir a state court Af suck subpoenas
ware not aveilarls,

Turihernore, this Court routinely lszsuesr sutpcenzs
Tor Jederal explicyeer Tor deporiticn and trisl epresrgnces.
The pmengbility of the feleral government Te sulst gppesr:

rcT =0 be involveid here. The Court ie conficer: tha: the

L

Trited Stetes Az:érney would raiss mn orlecticn 17 the
gubpoena involves here wers teyon& the Jurlsdiction cf
+his Ccuri. Plaintiffe sprear to lack stancding tc raise ithat
zztter.

It is clezr that the Celifornis coum 1£:enéed ite sonmis=sion
to authorize prof2ustion of all the 1tem: nuntered 1 th-ough 30
relerres to irn 'zh:h" h tc the @eclegrstion ¢l Kent Ferasworth,
execuzex on the 30th dar of Oeteber, 1654, and subzitted in
comnestion wi&h the metion in the c;::rortln court for l:suance

uppcn.td for the tlni 5 0 the re;;ested deposition or the

eustodian of the records referred £ an the papers submitted

to 1. Thus, the order of the Celifornias court deted

Kovember 21, 1680, corsidered in cerjunciion with the
tommission issued pursuant to that order, clearly serves as the
basis for issuance of a subpoena duces tetum relating to thoze

30 Stems, - -
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Boue{‘v._ e same cannot be said 't respect to
itll; 3 t;}ou;h 54, as described in Exgibit A to
Mr. Farnsworth’s letter of January 12, 1981, addressed
to Dennis Borfnan. Esq. The California court nevcé
passed on the question uhethe; good cause was shown for
the tnkiq; of the deposition of the custodian of such
additional materials.

Mot o o cena_ o8 sl an =W L Sal AL 4 LS _a e
aalLner vnan proccea PJ‘:B’C HNe&l WiWll VOE TAK1IDE O The

that the matter be resubmitted to the California ecourt for
consideration of the guestion whether good cause has been
shown for the taking of the deposition of the custodian of

1te@l 31 through 54 and the issuance of a subpoena duces tecum

for ‘that purpose.

It also seems appropriate that the eriginating court
should decide any request of plaintiffs for a protective
order regarding the treatment by defendants of information
recelved pursuant to the discovery in question, if such
relief 1a lought.- Furthermore, plaintiffs have raised
questiona concerning the application of the Frivacey ict,
suprs, to defendants' request for information from the FBI
files. Plaintiffa contend inter alia that defendants .
should noet be permitted to legitimize through the deposition )
procedure their allegedly improper lcquiﬁition of detailed ]
information from FBI files in viclation of the Privacy Act,
&nd that the Frivacy Acti's requlrn ‘
of competent Jurisdiction as a basls for release of materials
from FBI files 1is not propgrly met by thc-iroceduro of issuance
of a subpoena duces tecum which is later cmeéded with depoﬁcnt's
consent by . limiting eourt order. It appears far more

appropriate that such claims should be conaidered by a court
t

he 11t3




~ e e

N ! -~- ~
: Aecgrdingly, it 1s by the Court chis ¥4 day of

July, 1981
ORDERED, that this action be, and it is hereby,
stayed pending submission to tho'originntins court of the

issues identified herein.

L
TN

James A. Belgon
Judge

Copies malled this day
of July, 1981 to:

Loren Kieve, Esq.
1250 Connecticut Avenue, N.W.
Washington, DC 20036

W. Toliver Besson, Eaq.
1050 Thomas Jefferson Street
Washington, DC 20007

John €. Martin, Eaq.
Assistant U.S. Attorney
U.8. Court Houae

Rm. 2838

Washington, DC 20001

Michael Silverbe}g, Eaq.
40 West 57th Street
New York, New York 10019

Kent Farnsworth, Esq.
555 South Flower Street
Los Angeles, California 90071

Grutman & Schafrann
505 Park Avenue
New York, New York 10022

Hon. George M. Dell

Superior Court of the
State of Califernia

c/o Clerk of the Court

~ Los Angeles, California |
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PAUL, msrmés JANOFSKY & WALKER ' ' .
555 South Flou;r Street ORIGINAL FILED
Twenty-Second Floor
Los Angsles, California (213) 489-4000 JUL21 1981

t

GRUTMAN & MILLER
505 Park Avenuas .- COUNTY CLERK

New York, New York 10022 ' -
{212) 888-1500 -

Attorneys for Defendants

Penthouse International, Ltd. and -~ -
Robert C. Guccione

SUPERIOR COURT OF THE STATE OF CALIFORNIA
; FOR THE COUNTY OF LOS ANGELES

CASE RO. C 124 901

ORDER CONFIRMING PRODUCTION
OF DOCUMENTS AT DEPOSITION
OF FE1 CUSTODIAN OF RECORDS

RANCHO LA COSTA, st al.,
Plaintiffs,

PENTHOUSE INTERNATIONAL, LTD.,
etc., ot al, ’

Defendants.

Yt St et Nt g el Nt et Nt Y

The motion of defendants Penthouse International,
Ltd. and Robert C. Guccione for an order confirming the production
of documents at the deposition of the Federal Bureau of
Invastigation's ("FBI") custodian of records, and the motion of
plaintiffs Merv Adelson, Irwin Molasky, Rancho La Costa, Inc.,
the La Costa Land Company, the La Costa Management Company, La

Inc. for a protective order in connection with that same depo-
sition came on regularly for hearing om July 17, 1981, in Depart-

ment "E” of the sbove-entitled Court, the Homorable George M. Dell,

-1
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Judge presiding. Michael J. Silverberg, John A. Ditc and

Thomas K. Jackson sppeared as attorneys for plainﬁiffl and

Normsn Roy Grutman, Geoffrey L. Thomas, Carl W. Shapiro and

Fant Farnsworth appeared as attorneys for defendants. After

full comsideration of nov%ﬁg and responding papers, sll supporting
Papers and the oral argunent of counsel, and with particular
attention to the issues raised by the Honorable James A. Belsom,

1 Judge of the Supericr Court of the District of Columbia in his
order dated July %, 1981, IT 1S HEREBY ORDERED THAT:

1. Defendants’ motion is grented. The Court further
rules, and advisis Judge Belson, that:

(a) Defendants have previously demonstrated to

this Court good cause for the taking of a deposition

of the Custodian of Records of the Federal Bureau of
Investigation pursuant to a subpoena duces tecum, and
for ths production of FBI raecords relevant to the

subject lawsuit st such deposition;

(b) While defcndnntl' esarlier showing of good
cause for such a deposition was supported by specifying
the identity of some 30 documents believed to be
in the possession or custody of the FBI, the order
of this Court fihding good cause for the issuance of

a Commission was not intended to restrict the scope

of the contemplated deposition to the production
of these 30 items, and the Commission issued by

-2-
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this Court was not intended to limit in any

wvay the scope of a subpoena duces tecum to be
issued by the courts of the District of Celumb{a;

(¢) The good cause previously found by this
Court for the tlklng of the subject deposition includes
good cause for the production of items 31 through 54,

and the issuance of a subpoena duces tecum for that

purpose.

2. Plaintiffs motion for a protective order is denied.
All of the objections to the deposition of the FBI's custodi;n of
records raised by plaintiffs in their pleadings and at oral
argument sre overruled. Plaintiffs have waived their purported
“privacy right;“ in relevant documents in the possession or
under the custody of the ¥BI by bringing the subject lawsuit,
and plsintiffs cannot raise alleged violations of the Privacy

Act to prevent the discovery of such documents.

Dated: July 2, , 1981.

../6-6,.'7’?. 4@6;

" Honorable‘teorge M. Dell
Superior Court Judge




EXHIBIT D

1. Report of Special Agent W..ALBERT STEWART, JR.,
dated April 19, 1958, at Salt Lake City, entitled:
“MORRIS B. DALITZ, Anti-Racketeering.”

.

2. Airtel from Los'Angeles to Director, -FBI, dated

. r .
February 14, 1961, entitled "MORRIS B. DALITZ, Anti-

Racketeering.”

3 Letter from Director FBI, to Speciel Agent in
ﬁharge Las Veges, dated June 22, 1961, entitled
"MORRIS B. DALITZ, Anti-Racketeering,”

A' Chicego airtels to Director, FBI dnted Jenuery 10, ﬁ

1961, and January ll 1961, entitled “Criminal . i d

Intelligence Program, Chicage pivision._Anti-Racketeet- !

“ing."
. ';-. s - '.' - s, i . '-'- ' R S : .‘.' e .;" LTl T e
h M

. ? . ,.5 Chiclgo eirtel to ‘Las VeS" dated July 1“ 1961 ‘.’

"} entitled "HORRIS B, nau'rz Anti Racketeerinz iy

.. - . - - . -

; 5. - . PR - .- ‘ - .
., l"; . :' _',--' v .- H '_‘ . '._ . - '.'_ T L - #
. . - - .o b -

.- L

, 8. Airtel to Director FBI from Lll Vege: dated August 3

. "~

1951 entitled "HORRIS B; DALITZ Anti Recketeering P;-'

h
: .
S LR P e o S R

l-. - .. . - - - . - - - - - - -

- 7. Special Summary Report of R, BURN TOOLSON dlted
August 11 1961, at lLas Vegee, entitled "MORRIS B.

-

o DALITZ Anti Racketeering " .

/ | EXHIBIT D
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8. Identification Record of MORRIS B. DALITZ .
under FBI No. & 124 252. o S

9. Report of Special Agent JOHR W. ROBERTS, JR. dated
August 31, 1962, at Chicegoﬁentitled “UNKNOWN SUBJECTS,
Interstate Transportation of Stolen Funds from Nevad;

Gaming Casinos." ! . -

10. San Diego airtel to Director, FBI, dated February
24, 1965, entitled "Rancho La Costa, Inc.; Star
Inveetment Co.; Loft}, Inc.; Planet, Inc. and Bagshaw,
Inc. of Las Vegas. Firms Headed b;_Hervyn Adelson, |
Anti-Rlcketeerini." : :

11 Report of Special Agent JIMMY D. CLOOS dated 'f‘fﬁ?
Merch 23, 1965, at San Diego, California, entitleL .

“"Rancho La Costa, Inc.; Star Investment Co., Lofry, .

Ine., Plenet Inc. and Bagshaw Inc. of Les Vegls, o
T e o S

) Firms Readed by Hervyn Adelson..._

12 San Diego airtel to Director dated Lovember 5 1965;
entitled "Raneho LA Costa, Inc.. ET AL.. A‘nti--h ;5.;,1:

- e -:'.__.. . ,,. e ] L. '.. ™ .

Racketeering. o MO i_ ::i

. P -
[ ”~a - .
- - . - — - . e
* . - 4 - - " - e

,13 San niego airtel to Director, FBI dnted October

-

15 1968 entitled "Rancho la Costn Inc., ET AL, Anti-
Rlcket.erin' .'- ) ) N S

.. .
B Loa.
b - L, - . R AR S .. . S



i&. San Diego iirt&l to Director dated'J#ﬁuary 4 1§66..

entitled "Rnncho La Costa, Inc.. Star Investment Co
Lofty. Ine., Planet, Inc. and Bagshaw Inc. of Las -

. Vegas, Firms Headed by Mervyn Adelson.

15. ‘Report of Special Agent KENNETH A. VARDELL dated
Deceﬁber 21, 1967, at San Diego. entitled "Rancho La
Costa, Inc.,rétar Investment Co., Lofty, Inc., Planer,
Inc., Bagshaw, Inc. of Las Vegas, Firms Headed by

.Hervyn Adelson.'

-

16. San Diego teletype to Director dated July 16, 1968,
entitled “Rancho La Costa, Inc., ET AL, Anti-Racheteer-:

- i
ing."” . : : -
_ ) _ - . i

17. Report of Special Agent FRANKLIN ». WALLs dated i

October 25, 1968, at San Diego, entitled "Rancho
" la Costa,'Inc.. ET Ai.“_ -

18. Report of Special Agent FRANKLIN J. WALLS dnttd

" March 28, -1968, at San Diego, entitled "Rancho La

-

Costn Inc., ET AL “'h . R -'(“a X

. L. ST P

“19. Report of Special Agent FRANKLIN J. WALLS dated

Aﬂovzﬁher 23 1970 at Stn Diego entitled "Rancheo Ll

Co:tn Inc.. “ET AL " ’ TURee "_*'dr

-

wi - - -
c"u' . . -
. . - - - - .
- . - .
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'20. Report of Special Agent FRANKLIN J. WALLS dated

February 18; 1971, at San Diego, gnfitled "Ranche La
Costa, Inc., ET AL." - _Z

1

21. Report of Spacial Agent FRANKLIN J. WALLS dated
August 21, 1973, st San'Diego, entitled “Rancho La

Costa, Inc., ET AL." _ . - .
' . .

22. Report of Special Agent NICHOLAS J. LORE dated
March 29, 1974, at San Diego, entitled “Rancho La Costn;

.
.

Ine., ET AL."

23. Report of Special Agent NICHOLAS J. LORE dated

October 2, 1974, at San Diego, entitled “Rancho La ?

Costa, Inc., ET AL." -

24. Report of Specinl Agert NIL"OLAS J "LORE dated :

‘May 14, 1975, at San Diego ent1.1ed "Rancho La Costn ]

P Tmg ot .t - B
- Bl .o, .2 -
L

Inc.,E‘I'AL"".-_"_:.._ : - _.s

. - . P - . - .o s
- - - - . ., -~

'25. Report of Spec:lll Agent mcuous 3. LORE, dated
October 22 1975. at San Diego. entitled “Rnncho La %
: P I

-
J
.-" '.j-\-.

2 co't.. InC-. ET A : -:__‘ .. '"”'. e e s

. 26. Report.en San Piego file number SD 92-398, undated,
cntitled "A History of the Las Vegas Croup Behind the

.y
.

Rancho La COstl Operation.”




27. Titls I1I transcript of conver;ation in lansns'Citfz
between NICK CIVELLA and others on November 26, 1978,
concerning MORRIS B. DALITZ. . .,

28. Title 11l transcripts 4n Chicago in case entitled
“"PENDORF" during 1979-80 and the 18 affidavits utilized .

in that investigation.
]

29. Title III transcripts in Las Vegas in case entitled
“PENDORF” during 1979-80 and the affidavits utilized in
that investigariaﬁ. o

30. Title III t:a;scripts in Hiiéaukec in case entitled |

-"PEHDORF“ during 1979- 80 and the affidavits utilized
'in that 1nvesti;ntion. '

- a e e we s m———
o —

31. Airtel from SAC, San Diego to SAC, Los Angeles, dated
February 23, 1965 :cgarding Planet, Inc. & Bagshaw, Inc. of
Las Vegas, firms huded by Mezvyn Adelsenm, AR Los Angeles
File ¢ 92-1876, San Diego File # 92-358(P).

32. afrtel from SAC, Las Vegas to SAC, San Diego dated March 15,
- 1965 regarding Rancho la Coste. Inc., et al., Anti-Racketeering
_ Los Angeles File # 92-1876; Las Vegas File # 92-1519(!).

33. Atrtel from SAC. Los Angeles to SAC, Sacramento dated
January 16, 1968 regarding Rancho La Coesta, Inc. and other

f£irms hesded tyrncrvyn Adelson and visits of Barbara Ellen
Rodgers to La Costa, Los Ang:les File ¢ 92-1876. -
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34. Airtel from SAC, Los Angeles to SAC, San Diego dated
January 22, 1968, r:;ardin; nmcho 1a Costs, Inc. and
othar firme hnd-:l by Mervyn Adcllon and visite of Barbara
Ellen Rodgers to La Costa, Los Angeles File §'92-1876(P),
San Diego Yile # 92-398. "

35. Memorandum from SAC, Los Angeles to SAC, San Dic;o dated
March 7, 1968, Bureau File # 92-83197, regarding Rancho lLa
Costa, Inc., and other firms headed by Mervyn Adelson, visits
22 Bill Worthing to La Costa.

36. Report of SA FRANKLIN J. WALLS to U.§. Attorney in San
Diego dated October 25, 1968 entitled "Rancho la Costa,
Incorporated, et al., Ant{-Racketeering,™ Bureau File #92-8197.

37. Repori of SA FRANKLIN J. WALLS to U.S. Attorney in San Diego
datuo Jeuary 21, 1969, entitled "Rancho La Costa,
Incorporated, at al., Anti-Racketeering,” Bureau File ¢ 92-B197.

38.. Report of SA FRANKLIN J. WALLS to U.S. Attorney in San Diego

dated March 28, 1959, entitled “Rancho La Costs, Inc., et al.,

Anti-Racketearing,” Bursau File §# 92-8197,

39, Afrt.i from SAC, San Diego to SAC, Los Angeles dated April
24, 1969, regarding arrest of Ralph Wolf on bookmaking
charge, Los Angeles, File ¢ 92-1876.

40. Alrtel from SAC, San Diego, to SAC, Los Angeles dated
July 8, 1969, Tegarding visitoers to Rancho La Costa.

*  madmpp oy e
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41, Sumary Memorandum dated July 18, 1969, (Plth:pl attached to

above-mentioned Airtel) concerning background of persons

at Rancho La Costs, Los Angeles File § 92-1876.

42. V¥Yaoorandun from SAC Los Angeles to SAC San Diego dated
Saptezber 30, 1969, Los Angeles File § 92-1876 (RUC),
San Disgo File # 92-398, regarding Judith E. Cazpbell.

43. Report of Specisl Agent FRANKLIN J. WALLS dated Decexber
15, -_1969. at Ban Diego, entitled "Rancho La Costa Incorporated,
Anti-lacknturing," i:n Bureau File # 92-8197, San Diego
File ¢ 92-398.

44, Mamorandum from Supv. JAMES M. POWERS to SAC, Los Angeles
dated February 12, 1970 concerning "Rancho La Costa, Inc., et
al., AR" and Jerry Dunphy, s television mewszan, los Angales
File # 92-1876. )

.Report of Agent FRANKLIN J. WALLS dated April 9.

[}
1970, at San Diego, entitled “Rancho La Cesta Incorporated,

F 8
(V1]
.

et al., Anti Racketeering® n Buresu File # 92-8196, San
Diego File ¢ 92-398. '

&6,.. Alrtel from SAC, $an Diego to SAC, Chicago entitled
"Rancho La costs, Inc., &t &l1., AR in San m-gé Fils

€ 92-398 (P), Los Angeles File # 92-1876 (infe). -
Y
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p;’!



{

4. 11;:-1 £ronl :‘.\c San Dieg. to )urruu dat : Septexber 20,
1971, regarding participants in Frank Fitzs{mmons
Invitstional Golf Tournament, San Diego File ¢ 92-New,

.8, Menmorandun from EAC, Los im;ohi £0 BAC, Ban Diego dated
Novezber 32, 1971, Los Angeles File § 92-1876, Tegarding
Frank Fitesimmons Invitaticnal Gelf Tournament as described

in abdove-mentioned San Dhgb.lirtcl to Burssu dated Saptember 20,

1971.

-
-

9. 'I'chéyrl to Los Angeles from San Diego dated June 14,
1975, regarding Rancho La Costa, Inc., et al., AR, San Diego
File ¢ 92-398.

50. Teletype to San Diego from Los Angeles dated June 17, 1975,
| regarding Rancho La Costa, Incorporated, st &l., AR,
San Diego File ¢ 92-398.

S1. Airtel from SAC, San Diego to SAC, Las Vegas dated July 14,
1975 ri;ardi.ng Rancho Ls Costs, Inc., et al., AR, Las Vegas
File # 92-4B97, San Diego File # 92-398(P). ’

52. Hemorandum form Acting ADIC, Los Angeles to SAC, San Diego,
" dated October 14, 1975, regarding Rancho la Ccsn Inc.,

.. ot al,., AR, Los An;elu TFile ¢ 92-1876.
LN
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53. Hc'noundm from Acting ADIC, Lo Angelef to Direcor

dated August 6, 1976 Tegarding Crime Prevention Publicity
Cazpaign, Lorimar Productions, Bureau File of Executive
Assistant John €. Colezan, 1A File # 92-1876.

Memorandum from SA ROBERT A. LEVNSON to SAC, leos Angelas

dated May 17, 1977 vegarding Ls Costa Country Cludb, AR,
Los Angeles File ¢ 92-1876, er 92-31329.
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Subject ~—TANCHO LaCOSTA, etc., et al., v.
PENTHOUSE INTERNATIONAL, LTD., etc., et al.

(SUPER. CT., CAL. LA COUNTY)
CIVIL ACTION NO. € 123901

y 7 L

Memorandum

PURPOSE To request that Records Services Section file the attached excised

material concerning captioned litigation as an enclosure to this
memor andusm. ==

RECOMMENDATION: That Records Services Section file instant memorandum and file
the attached documents as an enclosure behind this memorandum.

"APPROVED: Rem cams Loty
Cirsc’ _

Eapc, -

ExeC. .l .

Exec. AD-LES e e

DETAILS: By memorandum from Legal Counsel Division (LCD) to Director, Criminal
Investigative Division, copy to Records Management Division (RMD),

dated 12/9/80, and memorandum frem LCD to RMD, dated 2/10/81, Civil Discovery

Review Unit #2 (CDRU-2) was requested to provide certain documents to the defendants

in captioned litigation. Material was subsequently excised by CDRU-2 under pre-

Ry ~ P R T ol T
scribed guidelines and released to defendants. The attached

f excised documents maintained by CDRU-2.
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ATTN: RECORDS MANAGEMENT DIVISION AND LEGAL COUNSEL

DIVISION, CIVIL LITIGATION UNIT II

ATTN: LAS VEGAS SUPERVISOR _ bb

‘RANCHO LA COSTA, ET., ET AL, PLAINTIFF, VS, PENTHOUSE
INI‘ERNATIfONAL. LTD., ETC., ET AL, DEFENDANTS, LOS ANGELES
SUPERIOR COURT CASE NUMBER C 124 941, .

__-_____"____,__.——-—-"‘-’-"t—-— .
"ON MARCH 1, 1982, ATTORNEYS FOR THE PLAINTIFF SERVED AN

PRE—————

EX PARTE ORDER QN THE LOS ANGELES CUSTODIAN OF RECORDS CALLIN

FOR TAPES, EKTC,, RELATING TO A LAS VEGAS TITLE III BEGINNING

MARCH 29, 1978, ON TELEPHONE NUMBERS (782) £565°252, g'jaz)_
386-5853, (702) 736-7597, AND (782) 736~ 219! ;{m F3§ TAPES, 9"/

ETC., RELATING T \AN ELSUR BEGINNING APRIL 19, 1978, AT THE
7 MAR 5 1982
GOLD RUSH, LTUWZPS WES}]’ SAHARA, LAS VEGAS.
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ANGELES FLSUR SEARCH CONDUCTED MARCH 1, 1982, ON THE

ABOVE WAS NEGATIVE® A DECLARATION SIGNED BY SENIOR ASAC - ‘_b(’

- F

S s cusTODIAN OF RECORDS STATING THAT A SEARCH HAD BEEN CONDUCTED:

-
r
o
wn

AMD NO RECORD EXISTED IN THE LOS ANGELES OFFICE WAS PREPARED AMND
PROVIDED TO JUDGE KENNETH GALE. AT AN IN-CAMERA HEARING CONDUCTED — -

f

MARCH 2, 1982, AUSA WILLIAM JAMES, LOS ANGELES, ASAC BAKER AND FBI
LEGAL ADVISER ARGUED
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RANCHO LA 'COSTA, ET., ET A!. PLAINTIFF, V. PENTHOUSE
(OINTERNATIO#AL, LTD., ETC., ET AL, DEFENDANTS, LOS ANGELES

SUPERIOR COURT CASE NO. C124 901.

S—nrT0S ANGELES TELETYPE MARCH 2, 1982, AND MARCH 4, 198

TELCALLS BETWEEN FBIHQ, LAS VEGAS AND L0S ANGELES LEGAL UNIT.,.‘

ON MARCH 4, 1982, ASAC_APPEARED IN

JUDGE® S CHAMBERS WHERE HE EArMLAINED FOR THE RECORD THAT
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Memorandur

Te - TEe DiFector Date 2/25/82 .
Legal Counse])u‘/ ‘
From : Public At OF. _
Talophonas Ra. _ -
) Directar’s Sec’y
SiRANCHO LA COSTA, etc., et al., v.

Subject :  PENTHOUSE INTERNATIONAL, LTD., et al. 'S
(SUPERIOR COURT OF THE STATE OF CALIFORNIA, LOS ANGELES
COUNTY) e - R A

CIVIL ACTION NO. C 124 901 ' X

PURPOSE: To set forth pertinent background information

and advise of contacts by plaintiffs' counsel, a
former FBI official and the news media concerning
production of FBI documents to defendants im captioned
matter.

S— - Mg bt Y, 3 T

on against

it
i+

that

SYNOPSIS: Captioned litigation is a libel ac
Penthouse magazine by Rancho La
subsidiaries and individuals affiliated wit
Plaintiffs seek $630,000,000.00 in damages
in 1975 a Penthouse article falsely suggest
plaintiffs are "criminals" and "mobsters".

In 12/80 we were served with a Subpoena for
Deposition issued by the Superior Court of the District of
Columbia, commanding the appearance at the deposition of
an FBI official or designee to produce FBI documents
enumerated in an attachment to the subpoena. We resisted
compliance with the subpoena, citing the overbreadth and
burdensomeness of one category of documents and Privacy
Act prohibitions as to all documents sought.

The requested documents, to the extent not
privileged, were produced at a deposition in 7/81
following additional briefing of the issues by both
parties and orders entered by both the California and
District of Columbia courts. During the pendency of the
motions to order the deposition to go forward, counsel for
Rancho La Costa wrote a letter to Associate Attorney ,
General Giuliani and contacted several FBI officials in an

effort to pe the Government to intervene in.;ns_
% Q350 XA T
NEaEaR AL, /?7/

Enclosuref” ~ il 2R 22 190,

1 - Mr. Colwell 1 - Mr. Young ‘e we—— =

1, ~ Mr. Greéénleaf (Attn: Mr. DD
lﬁ(}f““ tn: Mr. Flanders) 1 - Mr. Mintz

1 - Mr. {

81/ D0J

[r——



|

Memo from LC to Director
Re: RANCHO LA COSTA, etc. . . .

pending subpoena matter, alleging that current and former
FBI employees were leaking information and documents to
Penthouse. The matter concerning the possible unauthorized
disclosure of documents was referred to the Inspection
Division, Office of Professional Responsibility (OPR), which
conducted a preliminary investigation, Also during the

N ey AL v Fo X 14 - Ao § oerm A -y ey
P%ndency of the moTilng, Mr. Gidiiani reCeived a regquesc - .-

for a briefing on the possible disclosure of FBI documents — ——m--
from the office of Senator Denton. .

The OPR inquiry, with the concurrence of OFPR,
Department of Justice, was discontinued in 10/81, due to
difficulty in assessing the number of persons who would have
had access to the documents sought in the subpoena and the
fact that a number of the documents had, in fact, been
previously released pursuant to Freedom of Information Act
requests.

Nothing further was heard concerning this matter $6
until 2/9/82 when GINNENEGNENREP of cur Civil Litigation
Unit received a telephone call from a Washington Post

reporter, and I was visited b L{




Memo from LC to Director
Re;y RANCHBO LA COSTA . . .

= "~ The Los Angeles Division advises that they are in
recelpt of additional subpoenas for FBI documents, issued by
the defendanta, one of which is based on information

furnished to them former Los Angeles Supervisor bb
is currently a

on 2/14/82, The Washington Post published a story -
concerning captioned litigation which mentions the letter to —-
Mr. Giuliani and states that retired SAs are working for :
Penthouse,

il

RECOMMENDATION: None. For information.

A?F;:‘-;:DWJA A, €arvs. Lakzmatan
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DETAILS: An article in the 3/75 issue of Penthouse magazine

described La Costa, a lavish resort in California,
as well as the details of the major public controversy
surrounding La Costa as the result of the background of its
principal owners and the manner in which the resort was
financed, In particular, the article described the
backgrounds of the principal founder of La Costa, Morris B.
Dalitz and his partner Allard Roen, stating that Dalitz has
been involved in organized crime since the 1930s and that
Roen was a protegee of Dalitz. The article further stated
that the resort had been financed in large part by loans
obtained from the Central States Pension Fund of the
International Brotherhood of Teamsters with the assistance
of Allen Dorfman. Finally, the article stated that these
facts concerning La Costa had resulted in official
investigations by State and Federal law enforcement
agencies, including the FBI.
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In 5/75, Rancho La Costa, Incorporated, and four
corporate subsidiaries, as well as Dalitz, Roen, Merv

Adelson and Irvin Molasky filed captioned litigation,

seeking $630,000,000.00 in damages for libel. The complalnt'—-A
alleges that the Penthouse article falsely suggested that -
plaintiffs are "criminals" and "mobsters”.

The Superior Court of the State of California, on
motion of the defendants, found that good cause existed for
the discovery of certain records in the possession of the
FBI which are relevant to reports on the activities of the
individual plalntlffs and certain associates who are reputed
organized crime flgures. and, on 11/21/80, entered an order
that a commission issue for the deposition of the FBI at
Washington, D.C. A Subpoena for Deposition was issued by
the Superior Court of the District of Columbia on 12/1/80
and served at FBI Headquarters on 12/2/80. The subpoena
commanded the appearance at deposition of an FBI official or
designee to produce 30 FBI documents enumerated in an
attachment to the subpoena as well as documents described in

"catch-all" categorx in the attachment. _
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In 4/81 counsel for the defendants obtained, ex
parte, an order from the Superior Court of the District ~of
Columbia that the FBI comply with the subpoena. We did not
oppose the entry of such an order, our only concern being
compliance with the Privacy Act and the excision of
privileged information before production of the documents
sought. Following arguments by counsel for the plaintiffs
that production of the subpoenaed documents would violate
the privacy rights of their clients, and allegations that
Penthouse was improperly in possession of the documenrts they
sought to subpoena, the District of Columbia court stayed
its order of production and referred the matter to the
California court for additional hearings.

On 5/15/81, during the pendency of the motio
concerning the FBI dep051t10n, local counsel for the
plaintiffs wrote a letter to Associate Attorney General
Guiliani and contacted SAC, Los Angeles, and SAC, San Diegn,
in an effort to persuade the Government to intervene .n the
pending subpoena matter, alleging that current and former
FBI employees were leaking information and documents to
Penthouse. By memorandum dated 5/19/81 the matter of the
possible unauthorized disclosure of documents was referred
to the Inspection Division, OPR. Also, during the pendency
of the motions, Mr. Guiliani received a request for a
briefing on the possible disclosure of FBI documents from
the office of Senator Jeremiah Denton.

On 7/21/81 the California Court entered an order
finding that the defendants had previously demonstrated to
the Court good cause for the production of FBI documents and
ordering that the deposition go forward, with production of
the documents numbered 1 through 54. The Court overruled
all of plaintiffs’ objections to the deposition uutlﬁg that
plaintiffs waived their purported "privacy rights" in
relevant documents in the possession or under the custody of
the FBI by bringing the lawsuit and are precluded from
raising alleged violations of the Privacy Act to prevert
discovery of relevant documents. On the basis of tuis
order, on 7/24/81 the District of Columbia Court entered an
order that the deposition and production of FBI documents
take place on 7/30/81. The deposition was held, as
scheduled, and the documents sought, to the extent not
privileged, were produced.
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- The matter of the possible unauthorized disclosure
of documents was referred to the Inspection Division, OPR,
by memorandum dated 5/19/81. OPR conducted a preliminary
inguiry, the results of which were furnished to OPR,
Department of Justice {DOJ), by memorandum 10/21/8l1, That
preliminary inquiry determined that at least 16 of the 54
documents sought pursuant to the subpoena had previously
been released under the Freedom of Information Act and that
it would be difficult to fully assess the number of persons” .. __ _
who would have had access to the documents not released due
to their dissemination and connection with FBI investigative
matters. By memorandum dated 10/29/81, OPR, DOJ, concluded
that any further investigation would be futile :inasmuch as
it will be impossible to determine the identity of all those
who had access to the subpoenaed documents. They further
noted that they were considering the matter closed.

There was no further inquiry concerning this ] {
matter until 2/9/82, when*'uf our Civil bv
Litigation Unit, who had responsibility for the subpoena
matter, received a telephonic inquiry from John Rerry, a
reporter with The Washington Post. Berry had a ~opy of the
5/81 letter to Associate Attorney General Guiliani and
requested that comment concerning the context of
the letter. eclined to discuss the matter with
Berry.

At approximately 10 a.m. on Februar

requested an
appointment that date to discuss an important matter. He
said he was accompanied by
He did not describe

e purpose is visit, I

agreed to meet with them. qand-arrived
at approximately 11:50 a.m. and stayed until 12:34 p.m.,

February 9. l
~ After discussing general matters such as (D
“ he began telling me of his

concern about the apparent improper releases >f information

and documents by Agents and former Agents uf *he FBI. He
said that he recalled that *the

Bureau would go to great lengths to protect its files from
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disclosure and, in the event an employee disclosed bb .
information or released documents without authority, there , )
would be an FBI investigation. At that point, I asked (N

@D vhom he represented and why he was visiting me.
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On 2/9/82, the Principal Legal Advisor (PLA), San-..___
Diego, advised that the Agents named by {jJJlllPhad in fact
been subpoenaed to testjfy at the trial of captioned

It was also learned
-hat e reporter for The Washington Post who contacted Mr,
has contacted the San Diego Division in an effort to
uevelop information concerning what he termed the "cozy
celationship between the FBI and Penthouse."

On 2/9/82 and 2/11/82 a Legal Advisor in the Los

Angeles Division advised that they had received additional
subpoenas for FBI documents issued on behalf of the

defendants, one of which is based on information £

Response to the subpoenas is being
coor with the AUSA referred to above. Los Angeles
has been instructed to closely monitor the ongeing trial to
irsure protection of FBI interests.

concerning this matter for over six months subsequent to
compliance with the subpoena, it appears more than
coincidental that the visit by nd
the interest by the news media occurred during trial,
immediately following conclusion of the plaintiffs' case and
commencement of the defense case by Penthouse.

Again noting that we had no contact with anyone eb

On 2/14/82, The Washington Post published a story -
by John F. Berry concerning the trial. The article, a copy -
nf which is attached, mentions the letter to Mr. Giuliani
and states that retired SAs are working for Penthouse.

- 10 =~
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Stﬁpped Files on Racketeers

" By John F. Berry
, Washington Post Stalf Wriler
The Penthouse magazine libel trial de-
monstrates, if nothing else, that crime does
pey—up to $250 an hour.
Penthouse is paying that much to a self-
" described mob “hitman™ to testify as an ex-
pert witness against claims that it libeled the
owners of a plush California resort by sug-
gesting they were involved in organized
crime. But the highly paid Penthouse de-
fense team also includes former agents for
the FBI and the Internal Revenue Service,
and this alliance has raised troubling ques-
tions in the secretive halls of the FBIL
It is not unusual for both sides in a legal
dispute to hire expert witnesses, but attor-
neys for the resort and other sources allege
that Penthouse bought more than just ex-
pertise from some of these ersiwhile federal
employes. It is alleged that when ex-agents
retired they took with them classified inves-
tigative documents bearing on the libel case.
The trial, now dragging into ita 12th week
in Compton, Calif., Superior Court, stems
from an article that appeared in the March,
1975, issue of Penthouse, The story alleged

that organized crime figures founded, fi-
nanced and frequented a plush resort in
Carlsbad, Calif,, called Rancho La Costa
The owners of La Costa promptly responded
with a $490 million libel suit.

Penthouse, seeking to prove the truth of
the article, has hired numerous self-
described organized-crime figures as expert
witnesses and investigators. One expert, self-
described mob “hitman” Aladena (Jimmy the
Weasel} Fratianno, is on loan to Penthouse
from the federal protective custody program,
where he is a government witness againat
fellow riobsters. Fratianno gets $250 an hour
from Penthouse while he prepares to testify;
his lawyer gets $125 an hour, according to
court papers.

The allegation that “confidential informa-
tion and documents have been illegally taken
from the FBI's files” is contained in a May
15, 1981, letter to Associate Attorney Gen-.
eral Rudolph W, Giuliani from Washington
attomey Judah Best, who was retained as
special counsel for 1.a Costa,

As outlined in Best's letter, the controv;{
8y over documents dates to November, 19
when the California court granted a motion ¥¥
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by Penthouss sttorneys to take testimony
from FBI officials in Washington concerning
confidential documents. -

The Penthouse attorneys requested some— ~=--
54 documents from the agency. The FBI
asked the magazine to get an order from Dis-
trict of Columbia Superior Court releasing
the documents. e -

When attorneys for La Costa belatedly
learned of the California judge's order, they
went to D.C. Superior Court to oppose re-
lease of the documents, claiming the infor-
mation requested was far in excess of what
the judge approved. The motion was denied
and in May of last year the documents were
released to Penthouse.

Shortly after, Best wrote Giuliani asking
the Justice Department to seek an order va-
cating the earlier Superior Court decision.
He argued that Penthouse had the docu-
ments before it asked the FBI for them, and
was going through the civil discovery process
“to legitimize or cover up the theft of this
iaformation from the FBI,

“The nature of documents...and the
specificity with which they are described in-
dicate that the security and_coniidentiality )

of the FBI's records have been breached,”
Best wrote.

Government agencies—particularly inves-
tigative agencies like the FBI and the IRS—
are extremely careful not to release docu-
ments that are classified or that would vio-
late the privacy act. Moreover, the names of
federal investigators are invariably expunged
from released documents.

But a review of the requests for docu-
ments by Penthouse, on file in D.C. Superior
Court, shows that the magazine's attorneys
had unusually specific information in ad-
vance, including the names of FBI agents. -

‘The request included, for example:

« “Identification record of Morris B. Dalitz
[a La Costa founder] under FBI No. 4 124
252."

® “Report of Special Agent W, Albert
Stewart Jr., dated Apr. 19, 1958, at Salt
Lake City, entitled ‘Morris B. Dalitz, anti-

racketeering.’ ®
fal t Nicholas J.

[ po
/joﬁdam?hgyﬁ'? t San Diego, en-
titled“Rancho La Costa Inc., et al.” *

¢ “San Diego airtel [referring to an expe-
)R dited internal communication] to director

-
1

b’,



dated Nov. 5, 1965, entitled ‘Rancho La
Costa Inc., et al. , anti-racketeering,’ *
Norman Roy Grutman, a New York crim-
__inal attorney who is arguing Penthouse’s case .-

in court, angrily denies any suggestion of . .. .
wrongdoing. “If you are suggesting some al- . .

leged impropriety, I find the suggestion of- ...,

fensive,” he said by telephone from Los An- ...,

geles. “We didn't have the files in advance.”
Other sources familiar with the case said * .

that, during the years of pre-trial work by ,;,_-

Penthouse, attorneys for the magazine told -

them they were getting cooperation from --.

FBI agents, some of whom went on the Pent- ...
house payroll after retiring, -
The Penthouse article, “La Costa: t.he N
Hundred Million Dellar Resort with Crim- .
inal Clientele,” was written by two freelance ,;j
investigative reporters, Jeff Gerth, now with :
The New York Times, and Lowell Bergman,
with the American Broadcasting Co. Last ..
year, the co-authors settled with the plain- ...
tiffs and are no longer defendanta in the suit. ...

The suit was filed by La Coata, four of its ..

subsidiaries and two of ita founders, claiming |
that the article falsely linked them to orga- orga-, .
nized crime. The two suing founders are
Merv Adelson and Irwin Molasky, who, after
establishing the huge resort complex on the
Pacific Ocean north of San Diego, also~ «
started Lorimar Productions, which turned.
out television shows such as “The Waltons,
“Dallas” and “The Blue Knight.”

But Penthouse's attorneys have zeroed on” -
another founder whounotaplamﬂffm the
current proceeding, 82-year-oid Morris B, _
Dalitz, a Las Vegm caning proprietor. Dalitz -
has acknowledged in testimony before the
California jury that he was a bootlegger and
liquor amuggler during Prohibition, had op-- -
erated illegal gamblirg houses in the Mid: ..~
west and knew or was friendly with a long..n:.
list of organized crime figures. . .
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The ex-FBI agents working for Penthouse’
have been drawn from bureau offices in Cal- -
ifornia, Nevada and the Midwest and are—-
under the direction of John R. Barron. Bew~~
fore he retired from the FBI in 1978 after 27....u-
years, Barron had supervised agents warking——-—m....
mththoLmAngelesfedera.lorgamzedcnme -
strike force. i
In a telephone interview, Barron was ,
asked if he or other ex-ageats on the Pent-
house defense team had brought any docu--
ments from the FBIL. “Not to my knowledge,” - -
he said. But, he said, “What's in my head is ~~
in my head.”
“IknowwhoMoeDahtzm.Imntellthem
jattorneys for Penthouse] what records to.:
subpcena. But | wouldn't have remembered
specific dates.” -
Penthouse is subpoenaing agents whoee : =
names appear on the contested documents, *I
causing some concern among law enforce- -~
ment officials that court questioning will get ~+*
into classified matters. But Grutman, the =,
Penthouss lawyer, says, “At no msta.noe are.; . |
we going to blow anybody’s cover.” _ ....:‘ :
Grutman, who hes a reputation for aggres-..;,
sive queahomng and courtroom showman-.
ghip, got into trouble recently for his trial .
behavior. In a separate case involving Pent-
house, U.S. District Court Judge Thomas P. -
Griesainthasouthemdish-ictofManhattw-gs. ;
sanctioned Grutman for “willful misrepre- . '
sentation to the court.” The opinion was up-. . '
hddl.astOctoberbytheSecondCucmtm
Court of Appeals, which found that Grutman /.
had made “material misrepresentations” a.nd ‘
had been “grossly negligent.” - i
Asfort.heLaCoet.lcmo.Grutmansayl e
“bureacratic inertia” haes stalled the war- =
against organized crime, a wrong that he says .
the civil suit against Penthouse will help cor-
rect. “I've spent seven years on this case,” he .
says, “and I thank God fortheopportumty',a
to shake the sleepy head of the law.”
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RANCHO LA COSTA, ET, ET AL, PLAINTIFF, VS, PENT-
HOUSE INTERNATIONAL, LTD, ETC, ET AL, DEFENDANTS,
LOS A?GELES SUPERIOR COURT CASE NUMBER C 124 921,

RE LOS ANGELES TELEPHONE CALL TO sa-
reY [}

CLU II, MARCH 8, 1982, /‘;’7,— '35 -“!,_i
ON MARCH 8, 1982, AUSA WILLIAM JAMES, LOS Ausr-:l.g'"’

ADVISED THAT RANCHO LA COSTA ATTORNEYS WERE WITHDRAVING
THEIR MOTION FOR THE PRODUCTION OF FBI TAPES ETC, Qb

THE TAPES VERE SOUGHT TO IMPEACH DAVID GOTTLIEB, et
< R | MAR 11 1932
GOTTLIEB TESTIFIED MARCH 5, 1982, AND IN THE OPINION OF ____ —mees =%
| . e
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RANCHO LA COSTA ATTORNEYS WAS i

LOS ANGELES IS CLOSING THE MATTER.
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