							
							
				

			

T H E S H U M A N L AW F I R M

Taking Great
Pleasure In Two
Fundamental
Commitments To
Our Clients -

Communication
and

Satisfaction

The Shuman Law Firm prides itself with its
unwavering dedication to serving clients at the
highest legal and ethical standards in the prosecution
of corporate securities fraud throughout the United
States. We are passionate about advancing the rights
of defrauded shareholders and work steadfastly to
				

							
			

			

mission statement
redress damages suffered by our clients. We take great
pleasure in our commitment to two fundamental
principles - client communication and satisfaction.
We view our size as an asset which facilitates
communication and enables us to better serve our
clients. We believe our success as a law firm cannot

We are proud to acknowledge
that RiskMetrics Group’s
Securities Class Action
Services division recognized
the Shuman Law Firm as one
of the top 50 plaintiffs’ law
firms in the United States,
ranked by total dollar amount
of final securities class action
settlements in 2008 in which
the law firm served as lead
or co-lead counsel.

only be measured by the amount of money we recover,
but also the trust we develop with our clients and
their approval of our work done on their behalf.

The Shuman Law Firm is a nationally recognized law firm located
in majestic Boulder, Colorado. Our firm specializes in representing shareholders who have suffered financial losses from corporate
securities fraud or other corporate malfeasance.

Since 1994, Kip B. Shuman, principal of The Shuman Law Firm,
has worked to recover hundreds of millions of dollars on behalf of
defrauded investors. The Shuman Law Firm has acted as class
counsel for institutional investors, including public pension funds,
labor unions, as well as thousands of individual investors in

							
						

firm background
securities class actions and derivative litigation.

Most recently, The Shuman Law Firm served as counsel in over
forty derivative lawsuits emanating from the well-publicized stock
option backdating scandal that came to light in 2006. In these cases, corporate executives of publicly-traded companies manipulated
company stock options in a manner that allowed the executives to
enrich themselves to the tune of hundreds of millions of dollars at
the expense of the companies and shareholders. The Shuman Law
Firm has played a central role in causing many corporate executives
who received manipulated stock options to return their ill-gotten
profits to the companies they served.
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In many instances, The Shuman Law Firm has caused the
manipulated stock options to be either rescinded or re-priced
to ensure that executives cannot profit from their wrong
doing. In addition, The Shuman Law Firm has caused the
boards of directors of these companies to adopt robust corporate
governance changes that are specifically designed to create a
system of checks and balances which ensure that stock option
manipulation will not occur in the future. These cases provide
one recent example of The Shuman Law Firm’s commitment to
protecting the rights of shareholders. See pages 6-8 for a partial
list of stock option backdating derivative cases and the results
achieved.

					
								

accolades

In comparison with the thousand-plus attorney mega-firms commonly
seen today, The Shuman Law Firm and its predecessor firm, has been
frequently recognized by the courts for the high quality of its work
and results achieved.

• At a hearing to appoint lead plaintiffs, lead counsel, and liaison
counsel in In Re Rhythms Securities Litigation, United States
District Court Senior Judge John L. Kane complimented Mr.
Shuman on having done an “excellent job” in all of the class action securities matters held in his court to date.
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• In In re Qwest Communications International, Inc., Securities
Litigation, which is believed to be the largest securities fraud case
in the history of the State of Colorado, the Court in granting
approval of the final settlement of the action stated: “I have for my
duration as the presiding judge in this case respected and admired
your competent counsel, because as I have commented and as my
lead law clerk have commented repeatedly, the quality of your briefing and your argument and authority was exemplary and something that I would hope would be emulated by other counsel in the
same or similar circumstances.”

• In Queen Uno v. Coeur D’Alene Mines Corporation, the Court
recognized the “skill and experience, reputation and ability” of
plaintiffs’ counsel, stating that counsel are “well respected
litigators in the securities field,” “highly skilled in class action litigation and federal securities law,” and that “ the substantial amount
recovered is testament to their skill.”

• Likewise, in approving the final settlement of another national
securities fraud class action, Schaffer v. Evolving Systems, Inc.,
the court recognized the effort and ability of plaintiffs’ counsel,
stating that “the $10 million settlement ... is a good recovery, in
fact, almost extraordinarily good. And I commend counsel for
having achieved that result.”
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Mr. Shuman, of The Shuman Law Firm, has exceptional success in
prosecuting shareholder class actions and derivative actions. Below
is a sample of his more notable cases.

• Rasner v. FirstWorld Communications Inc., Case No. 00-K-1376
(D. Colo.) (co-lead counsel) ($25.925 million recovered).

• In re Tele-Communications, Inc. Sec. Litig., Case No. 97CV421
(Colo.) (co-lead counsel) ($26.5 million recovered).

					
							

notable cases

• Muhr v. Transcrypt Int’l, Inc., Case No. CI98-333 (Neb.) (co-lead
counsel) (approximately $25 million recovered).

• In re Samsonite Corp. Sec. Litig., Case No. 98-K-1878 (D. Colo.)
(co-lead counsel) ($24 million recovered).

• Queen Uno Ltd. Partnership. v. Coeur D’ Alene Mines Corp., Case
No. 97-WY-1431 (D. Colo.) (co-lead counsel) ($13 million recovered).

• In re Secure Computing Corp. Sec. Litig., Case No. C-99-1927
(N.D. Cal.) (co-lead counsel) ($10.1 million recovered).
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• Angres v. Smallworldwide PLC, Case No. 99-K-1254 (D. Colo.)
(co-lead counsel) ($9.85 million recovered).

• In re Qwest Comms. Int’l Sec. Litig., Case No. 01-cv-1451 (D.
Colo.) (liaison counsel) ($450 million recovered).

• In re First American Corporation Shareholder Derivative
Litigation, Case No. SACV-06-1230 (C.D. Cal.) (corporate
reforms obtained included, separating roles of the Chairman of
the Board and CEO, enhanced Chairman of the Board duties, the
creation of lead independent director, and revised compensation
guidelines).

• In re Quest Software, Inc. Derivative Litigation, Case No. SACV06-751 (C.D. Cal.) (corporate reforms obtained included, separating roles for Chairman of Board and CEO, enhanced Chairman
of the Board duties, amendments to stock option plans, revisions
to compensation committee and audit committee charters, and
revised compensation guidelines).

• In re NVIDIA Corp. Derivative Litigation, Case No. C-0606110 (N.D. Cal.) (payments, re-pricing and other benefits to the
company for mispriced stock options valued at over $15 million;
corporate reforms obtained included, enhanced board of director
duties and independence requirements, creation of lead independent director with specified duties, and revised compensation
and stock option policies).
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• In re Newpark Resources, Inc. Derivative Litigation, Case No.
06-7340 (E.D. La.) (payment of $8.3 million to the company for
mispriced stock options; creation and implementation of code of
ethics for senior officers and directors, creation and implementation of policy on reporting, cooperating with investigation and
discipline in connection with policy violations, modifications to
company policy regarding remediation actions related to material
weaknesses in internal controls over financial reporting).

• In re Meade Instruments Corp. Derivative Litigation, Case No.
06CC00205 (Cal. Super. Ct., Orange County) (corporate reforms
included, enhanced timing, disclosures, and doc-umentation of
company equity compensation awards of awards, the creation of a
compliance officer and enhanced duties for compensation and audit
committees).

• In re Cheesecake Factory Incorporated Derivative Litigation, Case
No. CV-06-6234 (C.D. Cal.) (repayment to the company by certain
directors and officers for mispriced exercised stock options; corporate reforms included, the addition of an independent director,
maintenance of a lead independent director with specified duties,
enhanced board of director duties and independence requirements,
and revised compensation and stock option policies).
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Kip b. Shuman

kip@shumanlawfirm.com

Kip B. Shuman, founding member of the firm, has prosecuted class
actions and derivative actions in Colorado and throughout the
United States for more than fifteen years. Mr. Shuman concentrates his practice on representing injured shareholders through
securities class actions and derivative litigation.

Mr. Shuman graduated from U.C.L.A. in 1984 and the
University of San Francisco School of Law in 1989.

					

our securities litigation team
Mr. Shuman has materially participated in or has had primary
responsibility for more than fifty class action lawsuits, including
actions that were the subject of the following opinions: Queen Uno
Ltd. P’ship. v. Coeur d’Alene Mines Corp., 2 F. Supp. 2d 1345 (D.
Colo. 1998); Queen Uno Ltd. P’ship. v. Coeur D’Alene Mines Corp.,
183 F.R.D. 687 (D. Colo. 1998); Schaffer v. Evolving Sys. Inc., 29 F.
Supp. 2d 1213 (D. Colo. 1998); In re Intelcom Group, Inc., Sec. Litig.,
169 F.R.D. 142 (D. Colo. 1996); In re Hirsch, 984 P.2d 629 (Colo.
1999); Leonard v. McMorris, 272 F.3d 1295 (10th Cir. 2001); In re
Secure Computing Sec. Litig., 2001 U.S. Dist. LEXIS 13563 (N.D.
Cal. 2001); Angres v. Smallworldwide, 94 F. Supp. 2d 1167 (D. Colo.
2000); In re Ribozyme Pharm., Inc. Sec. Litig., 192 F.R.D. 656 (D.
Colo. 2000); Kerns v. SpectraLink Corp., 2003 U.S. Dist. LEXIS 6194
(D. Colo. 2003); Kerns v. SpectraLink Corp., 2003 U.S. Dist. LEXIS
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11711 (D. Colo. 2003); Gregg v. Sport-Haley, Inc., 2003 U.S. Dist.
LEXIS 6195 (D. Colo. 2003); and In re Rhythms Sec. Litig., 300 F.
Supp. 2d 1081 (D. Colo. 2004).

Mr. Shuman has lectured in the area of class actions, teaching a
continuing legal education course entitled, Litigating the Class
Action Lawsuit in Colorado. He was also a panelist at the 35th
Rocky Mountain Securities Conference and presented on the
topic of Pleading Requirements in the Tenth Circuit after the
Private Securities Litigation Reform Act of 1995.

Mr. Shuman is a member of both the Colorado and California
State Bars, and is admitted to practice before the United States
District Courts for the Northern District and Central District of
California, the United States District Court for Colorado, and the
United States Ninth and Tenth Circuit Courts of Appeals.

Rusty E. Glenn

rusty@shumanlawfirm.com

Rusty E. Glenn, an associate of the firm, concentrates his practice
on representing injured shareholders through securities class actions and derivative litigation.

Mr. Glenn received his B.S., summa cum laude, from Baker
University, an M.A. in Economics from the University of Kansas
Graduate School of Economics and his law degree from the
University of Kansas School of Law where he was awarded the
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Hinkle Elkouri Tax Procedure Award for his scholastic achievement
and community service in providing volunteer income tax assistance to low-income individuals. He also studied at Bahceshir
University in Istanbul, Turkey under U.S. Supreme Court Justice
Antonin Scalia.

Mr. Glenn’s professional experience includes two years as
Constituent Director for Kansas Senate Democratic Leader
Anthony Hensley. In addition, Mr. Glenn gained experience
in the investigation and prosecution of financial crimes and
corporate fraud while working for the Federal Bureau of
Investigation in Washington, D.C. and Kansas City, Missouri.
Upon graduation from law school, Mr. Glenn joined The
Shuman Law Firm and has prosecuted numerous class actions
and derivative actions.

Mr. Glenn is a member of the Colorado State Bar, and is
admitted to practice before the United States District Court
for the District of Colorado, and the United States Tenth
Circuit Court of Appeals.

11

							
							
				

			

T H E S H U M A N L AW F I R M

Commonly
Asked
Questions
Regarding

Securities
Class Actions
and

Derivitive
Actions

What is a class action?
A class action is a type of lawsuit that allows an individual shareholder or institutional shareholder to initiate and prosecute a representative lawsuit on behalf other individuals or entities that are in the
same or similar circumstances. Class actions are appropriate when
many people have been financially impacted by a company’s actions
in a similar fashion.

					

commonly asked questions:

class actions

What is a class period?
A class period is a specific time frame during which a company is
alleged to have been improperly conducting its business. The
attorneys investigating and prosecuting a case will review the
facts of the case, and along with the court-appointed lead plaintiff,
determine the appropriate beginning and end of a class period. If
you purchased or held securities during a class period, you may be
automatically a class member, regardless of whether you retain a
law firm to prosecute claims on your behalf.

What is a lead plaintiff?
A lead plaintiff in a class action is an individual, group of
individuals, or entity appointed by the court to represent the
interests of all class members. Under the federal securities laws,
13
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there is a statutory presumption that the class period investor
or investors with the largest financial losses, who are otherwise
typical of the “absent” class members and are adequate to represent
those class members, are considered the “most adequate” plaintiff.
The lead plaintiff selects counsel to represent the lead plaintiff and the
class, and these attorneys if approved by the court are lead counsel or class
counsel.

What does it cost me to join a class action
lawsuit?
Nothing. The Shuman Law Firm prosecutes class actions on a contingency fee basis, where there are no out-of-pocket expenses paid by
the client, regardless of the outcome of the case. If we are successful
in obtaining a recovery for the class, we will apply to the court for a
fee that fairly represents the work performed and the risk assumed by
The Shuman Law Firm.

How long will a securities class action
take before it is resolved?
Each case is different, however a typical class action will take between 2 and 5 years.

Do I have to keep my stock to
participate in a securities class action?
No. As long as you purchased during the class period, you are eligible to participate in any recovery that the class enjoys regardless of
your current holdings.
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What is a “derivative” action?
A derivative action is a type of lawsuit that allows a current individual shareholder to initiate and prosecute a representative lawsuit
on behalf of, and for the benefit of, the corporation. In essence,
the shareholder brings an action that the corporation has a legal
right to and should bring, but it fails to do so. Examples of recent
derivative litigation include the much-publicized stock options
backdating scandal that has rocked corporate America. In many of
these cases, boards of directors refused to confront the individuals
responsible for the stock option backdating because the individuals

					

commonly asked questions:

derivative actions
responsible still held positions of power and influence on the board
and/or serve on the board. A derivative action, in this instance,
allows a shareholder to step into the shoes of the corporation and
prosecute the parties responsible for the stock option backdating on
behalf of the corporation.

How can an individual benefit from a
derivative action?
If a derivative action is favorably resolved for the shareholder, the
officer and/or director who harmed the company may be required
to make monetary payments to the company. In addition, a
successful derivative action often requires the board of directors
to adopt corporate governance changes, so that the type of conduct
complained of in the derivative action will not occur again. If
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either one (or both) of these forms of relief is accomplished, all
current shareholders and the company itself will benefit having
strengthened internal corporate governance procedures and
policies. A company with enhanced corporate governance may
also see a positive effect on the company’s stock price, because the
stock market may, and often does, reward those companies that
have strong corporate governance. In this way, a derivative lawsuit
not only strengthens the corporation, but also may cause the stock
of the corporation to increase.

What is my cost to join a
derivative action?
Nothing. Similar to our philosophy regarding class actions, The
Shuman Law Firm prosecutes derivative actions on a contingency
fee basis, where there are no out-of-pocket expenses paid by the
client, regardless of the outcome of the case. If we are successful in
obtaining a recovery for the class, we will apply to the court for a fee
that fairly represents the work performed and the risk assumed by
The Shuman Law Firm.

What is Corporate Governance?
The term “corporate governance” refers to the set of processes,
customs, policies, laws and institutions affecting the way in which
a corporation is directed, administered or controlled. Corporate
governance also includes the relationships between the officers and
directors of a company and the shareholders whom they serve.
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Why Is Corporate Governance Important?
For shareholders, corporate governance directly impacts the value
of a corporation. Numerous academic studies have demonstrated
a strong correlation between corporate governance and company
performance. Essentially, a corporation with strong corporate
governance practices will earn more, and thus become more valuable
to its shareholders. Companies with strong corporate governance
practices tend to produce better long-term returns, are less volatile,
and are less likely to commit fraud or other corporate wrongdoing.
Improving a company’s corporate governance is one of the best ways
for an investor to protect their long-term interests.

What Corporate Governance Principles
Should Shareholders Promote?
In its Global Investor Opinion Survey of over 200 institutional
investors first undertaken in 2000 and updated in 2002, McKinsey found that 80% of the respondents would pay a premium for
well-governed companies. It defined a well-governed company as
one that had mostly outside directors, who had no management
ties, undertook formal evaluation of its directors, and was responsive to investors’ requests for information on governance issues.
The Shuman Law Firm has extensive experience in corporate
governance reform and has identified several key principles wellgoverned corporations have in common:

• Independent and autonomous directors
• Diligent and proactive shareholders
• Open and accountable management
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How Does The Shuman Law Firm Assist
Shareholders in Improving Corporate
Governance?
Through its litigation practice, The Shuman Law Firm assists shareholders in improving corporate governance by demanding that the
board of directors of public companies adopt robust corporate governance policies. Our goal is to help shareholders promote corporate
governance policies that protect their interests. In addition to the
above mentioned key principles of well-governed corporations, our
settlements often include corporate governance reforms of:

• Establishing term limits for directors.
• Creating lead independent directors.
• Separating the Chairman of Board and CEO roles.
• Increaseing participation by shareholders in director nominations.
• Changing the director and officer compensation.
• Modifiying the audit and compensation committees’ charters.
• Rotating a corporation’s outside auditor.
• Requiring adoption of “claw back” provisions.
• De-classifying the board.
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885
Arapahoe Avenue
Boulder, Colorado
80302
Telephone:
303.861.3003
866.974.8626
Facsimile:
303.484.4886
shumanlawfirm.com

