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W.L. Meng, et d.,
Appdlants
V.

Bernard L. Schwartz, et dl.,
Appdlees

Appeal from the United States Didtrict Court
for the Didrict of Columbia
(No. 98cv02859)

Before: SENTELLE and RANDOLPH, Circuit Judges, and SILBERMAN, Senior Judge.

JUDGMENT

This apped was considered on the record from the United States Digtrict Court for the Digtrict
of Columbiaand the briefsfiled by the parties. Itis

ORDERED and ADJUDGED that the judgment of the district court be affirmed for the reasons
et forth in the attached memorandum.

Pursuant to D.C. Circuit Rule 36, this disposition will not be published. The Clerk is directed
to withhold issuance of the mandate herein until seven days after resolution of any timely petition for
rehearing or rehearing en banc. See Fed. R. App. P. 41(b); D.C. Cir. Rule 41.

Per Curiam
FOR THE COURT:
Mark J. Langer, Clerk



BY:

Deputy Clerk



No. 01-5275 — Meng, et al., v. Schwartz, et al.

MEMORANDUM

I. Background

The Paintiff-Appellants, Lord Corporation shareholders, brought a civil RICO clam againgt
Appelee Schwartz and a number of federd officers, including former Presdent Clinton, and other
members of his adminigration, claiming that a series of campaign contributions made by Schwartz to
various Democratic palitical fund-raising bodies were unlawful bribes, because Schwartz received quid
pro quo benefits for these contributions. The injury claimed by the Lord shareholders semsfrom a
$100,000 contribution Schwartz made to the DNC in June 1994, which the plaintiffs allege garnered
him a seat on a United States Department of Commerce trade misson to Chinain 1994. Plaintiffs
adleged that during thistrip, Schwartz held several meetings with Chinese government and business
leaders, which alowed Schwartz to negotiate contracts to launch Lord’ s satellites from China

On February 15, 1996, a Chinese rocket carrying a Lord satdllite crashed mid-flight.
Appdlants dleged that subsequently, Lora engineers took part in meetings with the Chinese company
that undertook the launch, and that these meetings led to the unlawful release of senstive technology
information. 1n 1997, the Justice Department began afederd grand jury investigation of Lord’ s dleged
release of information to the Chinese following the crash. Both Houses of Congress dso established
committees to investigate the scanda known as“ Chinagate.” In May 1998, a separate Department of
Judtice investigation was launched to determine whether there was alink between Schwartz' s politica

contributions and the granting of waivers by the White House. These investigations resulted in areport



which was widely disseminated to the public, which suggested Lord had acted improperly in some
respects.

Appdlants also alege that the series of donations Schwartz made to Democratic entities,
totaling more than $1,460,000, resulted in waivers for satellite launches, granted by President Clinton,
severd timesin 1996. Findly, they dlege that Schwartz, when Lora merged in part with Lockheed
Martin, negotiated a bonus for himsdlf which he used as reimbursement for the contributions and to
make more contributions, an action which Appelants characterize as “laundering.” The Appellants
clam that the contributions to the Democratic funds were bribes, and claim the resulting injury was the
harm to Lord’ s good name and business reputation, harm to Lord’ s business interests and the wasting
of corporate assats, aswell asfinancia loss to the corporation through the bonus negotiation and
subsequent reimbursement.

Defendant-Appellees filed motions to dismiss under Federal Rule of Civil Procedure 12(b)(6),
and the digtrict court granted this motion on September 25, 2000, dismissing the sole federd clam
presented by the Faintiff-Appellants. The didtrict court declined to exercise supplementd jurisdiction
over the Plantiffs state law clams. On July 9, 2001, the didrict court denied Plaintiffs motion to dter
or amend their complaint, or in the dternative for relief from itsjudgment. Plantiff-Appdlantstimely

filed their apped on August 7, 2001.

[I. Discussion
Upon review, we &ffirm the decison below substantialy for the reasons offered by the district

court. The mgority of damages clamed by Appellants were not proximately caused by the Appdleg's



conduct, as required by RICO, 18 U.S.C. § 1964 (West 2000). However, because the district court
did not specifically address the bonus issue raised by the Appellants--that Lora was harmed due to
Appdlee Schwartz' s misappropriation of corporate funds by Schwartz' s conduct in regard to the
bonus he negotiated for himsdf--we add this brief opinion. The digtrict court’ srationae for dismissng
the Appellants clams was the lack of proximate causation between Schwartz' s aleged conduct and
the harms suffered by Lord Corporation. Thisrationde may not adequately dispose of the bonusissue,
because the financid loss to the corporation may have been proximately caused by Schwartz's
negotiation and reimbursement.

However, regardiess of whether Schwartz' s conduct was the proximate cause of this harm, this
issueisforeclosed by the prior shareholder derivative litigation in the New Y ork state courts.
Slverman v. Schwartz, No. 102623/96, dlip op. (N.Y. Sup. Ct. Mar. 4, 1997), aff'd, 670 N.Y.S.2d
95 (App. Div. 1998). Becausethisissue was clearly and completely disposed of by the New Y ork
court, under the doctrine of collaterd estoppd, the Appellants may not re-litigate thet issue. See
Yamaha Corp. of Am. v. United States, 961 F.2d 245 (D.C. Cir. 1992).

Therefore, because the damages claim flowing from the bonusissue is collaterally estopped, we

need not address the issue of whether those damages were proximately caused by Schwartz' s conduct.



