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Up
Front

By OMAR SHAMOUT Staff Reporter

“This is not spam.”
That’s the warning that Josh, a 32-year-old

Birmingham, Ala., resident, read 10 months ago in
a notice from Rightscorp, a Santa Monica com-
pany that contacted him through his Internet
provider, Charter Communications.

Rightscorp convinced Josh, who admits to down-
loading movies and television shows illegally almost
every day, to click a link and use his credit card to
pay $20 to settle a copyright infringement claim. 

Warner Bros. Entertainment hired Rightscorp,
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Shopping Around: Pat Hurst
on Colorado Boulevard in Pasadena.

Minding
Stores

By ALFRED LEE Staff Reporter

When Elie Samaha reportedly purchased the
iconic Grauman’s Chinese Theatre in 2011, it sym-
bolized a comeback for a man whose previous foray
into the film business had imploded amid bankruptcy
and fraud allegations.

But depending on whom you ask – and when you ask
– Samaha is either at the helm of a growing empire of

entertainment properties, nightclubs and restaurants, or a
still-ruined pauper who doesn’t have a penny to his name.

The question is at the heart of a dispute between
Samaha and his former law firm, downtown L.A. litigation
powerhouse Quinn Emanuel Urquhart & Sullivan,
which has been chasing him for a decade over unpaid bills.

The firm recently obtained court orders entitling it to
any money he would receive from his ownership in about
40 companies, including the Chinese movie theaters as
well as the Roxbury and Supperclub nightclubs. Last
year, the firm even had sheriff’s deputies seize wine bot-
tles, artworks and framed photos at his home.

The problem is that it’s not clear what Samaha
actually owns. In media interviews and press releases,
he touts ownership of several entities, but he has
denied stakes in those same companies in court. 

“Mr. Samaha has claimed in court that he’s lost

Please see LAW page 34

Client Has ‘Poor’ Excuse to Dodge Legal Bills
LAW: Quinn Emanuel can’t put
number on Elie Samaha’s worth.

By SUBRINA HUDSON Staff Reporter

MORE than 20 years ago, the redevelop-
ment of Colorado Boulevard turned
Old Pasadena into a shopping and din-

ing destination, its sidewalks packed with people
drawn by a mix of well-known fashion retailers
and big chains.

Now, the city is rejuvenating its retail and restau-
rant scene. Old Pasadena is still thriving, but the city
is trying to get more hip by leasing to interesting and
high-end specialty stores as well as restaurants that
are aimed at foodies more than the crowds.

Twelve retailers are expected to open by the
end of summer. Those include Palo Alto electric
car company Tesla Motors Inc., and apparel

Time spent by local law firm pursuing Elie Samaha,
the alleged deadbeat who may own the Chinese Theatre.

10YEARS

By HOWARD FINE Staff Reporter

For more than 50 years, Peter Allen provided servic-
es to oil fields. Drilling for oil was never in his game plan.

But five years ago, he took over the lease of an old
oil field near USC that had been owned by a debtor. He
then invested more than $2 million in bringing it back
to life. But those moves now might lead to a big finan-
cial hit for the 81-year-old Allen.

That’s because his company, AllenCo Energy, has
fallen victim to the controversies of urban drilling.
Repeated complaints of fumes and respiratory ailments
from nearby residents and workers led U.S. Sen.

ENERGY: Urban site may close
despite corrections by AllenCo.

Oil Field Losing Ground to Foes

Please see ENERGY page 35 Dug In: Peter, left, and Logan Allen at oil field.
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Pasadena taps eclectic
lineup to pull in crowds
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a 10-employee startup, to go after people who
had illegally shared its “Hart of Dixie” TV show
on sites that are known hubs of illegal peer-to-
peer sharing. 

Co-founded by childhood friends
Christopher Sabec and Robert Steele in 2011,
Rightscorp’s aim is to take the cost of policing
piracy “off the shoulders of the rights holders.”

Rightscorp accomplishes that not by charg-
ing studios and music labels any upfront fees.
Instead, it takes a 50 percent cut of each settle-
ment. The company has settled more than
60,000 cases, though it declined to provide
specifics on how many notices it has sent in total.

This month, Rightscorp expanded its opera-
tions into the Canadian market, and it plans to tack-
le pirates in China and Europe in coming months. 

Opinions differ on how big a problem the
piracy of digital content – music, films, televi-
sion shows – is. The Motion Picture
Association of America said in 2011 that copy-
right infringement costs the U.S. economy $58
billion every year, but those numbers drew
intense criticism. Cato Institute researcher
Julian Sanchez calculated in 2012 that movie
studios lose only $446 million every year to
online pirates in the United States.

Wherever the real number falls, there is
plenty of room for Rightscorp to grow. The
company said it has contracts with dozens of
rights holders big and small to investigate the
illegal sharing of roughly 40,000 movies, tele-
vision shows, songs and other types of intellec-
tual property. Its contract with the music indus-
try’s BMG Rights Management accounted
for about 25 percent of its revenue last year; a
deal with Warner Bros. about 7 percent.

Using patented tracking software devel-
oped by Steele, Rightscorp monitors peer-to-
peer file-sharing sites and identifies the
Internet protocol addresses used to repeatedly
share content illegally. It then asks Internet
service providers to forward its settlement
offers to the account holders.

Rightscorp’s business is built on its inter-
pretation of the Digital Millennium Copyright
Act of 1998, in particular the law’s “Safe
Harbor” protection for ISPs regarding how
those companies handle repeat copyright
infringers. If a content owner can establish that
an ISP is a conduit for pirates and the ISP does
not forward a notice to cease the activity, it
could be sued for damages. That alone is
incentive enough for ISPs to pass Rightscorp’s
demand letters along to their users.

Rightscorp also avoids thorny privacy
issues by declining to request the personal

information of account holders, using the ISP
as an intermediary.

The company said 50 ISPs have cooperated
so far. 

Josh’s story
Josh, who spoke on condition that his last

name not be used, downloaded “Hart of Dixie”
episodes from a site called Pirate Bay so he
could burn them onto a DVD for his soon-to-
be mother-in-law. She’s a big fan. 

On the bright side for Josh, Rightscorp pre-
sented him with a seemingly simple solution to
his problem – pay the company $20 and it
would go away forever – as long as he stopped
sharing its clients’ content illegally, of course.

On another day, Josh might have simply
ignored the email. But on that day, he and his
fiancée were undergoing a credit check in
order to get a new apartment.

“It was a moment of desperation,” Josh
said. “I thought, ‘I better pay this off real
quick,’” fearing that it might reflect negatively
on his credit report if he didn’t. He even gave
Rightscorp his cellphone number.

Soon after he settled the first claim, Josh got
emails regarding two other infringements. He
didn’t settle those right away, so Rightscorp
started calling his cellphone once a week, like
clockwork, on Friday afternoon, until he paid up.

“I really regretted the decision later,” Josh

said of his settlement, “because I included my
phone number.”

Steele, who serves as Rightscorp’s chief
technology, financial and operating officer,
said it’s up to each ISP to read the law and
make a decision about whether to work with
his company. Some have decided to do
“absolutely nothing.”

Sabec, the company’s chief executive, said
when people don’t settle claims, Rightscorp
has been successful in convincing ISPs to shut
down the alleged infringer’s account.

“It happens all the time,” he said. 
Sure, the person could just sign up with

another ISP, but that’s OK with Sabec.
“We feel like we’re winning at that point,”

he said.
Sabec, an inactive member of the California

State Bar who served as chief executive of the
estate of late Grateful Dead guitarist Jerry Garcia
and also managed the band Hanson, said his
company has no intention of seeking subpoenas
against the alleged pirates or filing tort cases.

“We don’t litigate,” he said.
However, Sabec noted, rights holders could

sue an ISP that continued to be a conduit for
piracy, and in that case, Rightscorp would
“help our clients hold the ISP accountable for
their responsibility under the Digital
Millennium Copyright Act.”

Erik Syverson, a partner at Miller

Barondess in Century City, specializes in
Internet and digital media issues, and is not
affiliated with Rightscorp. He said there’s no
case law regarding whether or not an ISP could
be held liable. However, he might advise an
ISP to cooperate with Rightscorp rather than
risk a lengthy and costly court battle.

“The lawyer in me would sit down and say
they may have a contributory liability argu-
ment if we don’t do this,” Syverson said. “If
(Rightscorp) can get ISPs to police their con-
tent for them, that’s great for content holders.”

On the other hand, he said, as a consumer,
he’d be pretty angry if his ISP ever put him in
a situation like the one Josh found himself in.

“I’m surprised they got 60,000 people to
pay,” he said, adding that an IP address is not
enough to identify a specific individual, since
multiple people often use one Internet connec-
tion and unauthorized usage occurs often.

Still in the red
Sabec said individuals can contest the allega-

tions with Rightscorp directly, which then inves-
tigates on a case-by-case basis. But, ultimately,
“every account holder is responsible for
infringements that happen on their network.”

Despite trying to bring some order to a digi-
tal Wild West and eight straight quarters of rev-
enue growth, the Santa Monica company is still
in the red, posting losses of $2 million each of
the last two years. While losses have remained
steady, its year-over-year revenue jumped by
236 percent, to $325,000 in 2013. It attributed
the losses in part to increased patent costs and
travel expenses as its principals wooed financial
backers and potential clients. Sabec and Steele,
according to Securities and Exchange
Commission filings, each took home more than
$200,000 in salary and bonuses last year.

But their efforts to find investors have
yielded fruit.

Last year, Hartford Equity Inc. commit-
ted to buy $2 million worth of common stock
in Rightscorp, which went public through a
merger with a shell company and is traded over
the counter. Additionally, Juno Beach, Fla.,
private equity group Seaside 88 Advisors
agreed to invest $750,000 last month.
Representatives of those investors could not be
reached for comment.

With more copyright infringers to go after
and more clients to sign, the company sounded
an optimistic note in its SEC filing, saying it
could become cash-flow positive from rev-
enues sometime this year.

Looking at a piracy market that accounts by
one estimate for 10 percent of all North American
Internet traffic, it said, “our revenues and margins
could potentially increase exponentially.”

Internet: Rights Cop Has Message for File Pirates

everything and doesn’t have any assets avail-
able to pay this judgment. We think that is not
correct,” said Beverly Johnson, an outside
attorney representing Quinn Emanuel. “He has
not paid us, not even a penny.”

The fight dates back to Quinn Emanuel’s
representation of Samaha in several lawsuits
beginning at least 10 years ago. It has been try-
ing to get him to pay since 2004. Two years
ago, a judge ordered Samaha to pay $421,000,
but he still hasn’t. 

“The history of this is remarkable to me,”
said Randy Miller, an attorney who reviewed
the case for the Business Journal. “They con-
tinued to make accommodations for the client.
… Now, 10 years later, they’re still fighting
with this guy to collect money.”

Samaha has been represented by attorneys
Warren Hodges Jr. and Daniel Weintraub in
the Quinn Emanuel case, and neither he nor his
attorneys returned repeated requests for comment. 

Samaha was once a fast-rising dealmaker in
Hollywood. The Lebanese-born businessman
moved to Los Angeles in the early 1980s, start-
ing a successful dry-cleaning business and
partnering to buy nightclubs, including the
famed Roxbury on Sunset. He met his now ex-
wife, actress Tia Carrere, at the Roxbury, and
he began making movies starring her, jump-
starting a career in film financing.

He found a niche backing pet projects of
stars that were unwanted by other studios. The
strategy enabled him to produce star vehicles
cheaply. Some were hits, such as the Bruce
Willis film “The Whole Nine Yards,” but he
also was responsible for a string of bombs
including John Travolta’s “Battlefield Earth”
and Sylvester Stallone’s “Get Carter.” The
misses led to finger-pointing between Samaha
and a partner, German film distributor
Intertainment, which sued him and his com-
pany, Franchise Pictures, for fraud in 2000.

A jury found Samaha and his company
liable for breach of contract and fraud. It found
that he sent inflated budgets to be paid by

Intertainment (for example, Franchise said the
budget for “Get Carter” was $64 million when
it was actually $45 million). It awarded
Intertainment $122 million, and Franchise
filed for bankruptcy. Samaha settled the case
for $3 million, capping what the Hollywood
Reporter would later call “one of the biggest
Hollywood blow-ups of all time.”

Quinn Emanuel represented Samaha in his
losing battle against Intertainment. According

to its lawsuit against Samaha, he failed to meet
his obligations to the firm in June 2004. In
order to convince the firm to continue repre-
senting him, Samaha allegedly signed an
unconditional personal guaranty with Quinn
Emanuel, agreeing to prompt payment of
$500,000 within 30 days of demand.

In 2004, he paid $150,000, leaving a balance
of $350,000. Despite the debt, Quinn Emanuel
kept providing him legal services for years.

In 2005, it represented him in further legal
actions involving Intertainment, racking up an
additional $125,000 in legal fees, according to
the firm’s complaint. In 2007, the firm again
demanded payment, without success.
Nevertheless, in 2008, it agreed to provide
legal services in yet another case. It also agreed
to reduce the amount he owed to $160,000, as
long as he made monthly payments of $5,000
for 32 straight months. But he allegedly only
made one $5,000 payment. As late as
November 2010, he was allegedly still making

Law: Firm Makes Case in Pursuit of Fee Payment

On Beat: Co-founder Robert Steele at Rightscorp’s office in Santa Monica.
RINGO H.W. CHIU/LABJ
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Hollywood: Grauman’s Chinese Theatre.
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