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SUPERIOR COURT OF THE STATE OF CALIFORNIA
COUNTY OF SAN MATEO

ROCK SOUTHWARD, Derivatively on
Behalf of Himself and All Others
Similarly Situated,

Plaintiff,
v.

MARK E, ZUCKERBERG, DAVID A.
EBERSMAN, SHERYL K.
SANDBERG, DAVID M. SPILLANE,
JAMES W. BREYER, PETER A.
THIEL, MARC L. ANDREESSEN,
ERSKINE B, BOWLES, DONALD E.

REED HASTINGS and

GRAHAM
" DOES 1-28, inclusive,

Defendants,
~gnd-
FACEBOOK, INC,,
Nominal Defendant.

Case No.: GIV o 1 ﬁ i g

SHAREHOLDER DERIVATIVE

COMPLAINT FOR:

1. BREACH OF FIDUCIARY DUTY;

2. UNJUST ENRICHMENT; AND

3. GROSS MISMANAGEMENT AND
WASTE OF CORPORATE ASSETS

D RY TRIAL

Pl,aintiii Rock Southward, by and through his attorneys, brings this action
derivatively on behalf of nominal defendant Facebook, Inc. (“Facebook” or the “Company™) and
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alleges upon personal knowledge as to himself and his own acts, and as to all other matters based

upon the investigation conducted by his attorneys which included, among other things, a review of

Securities and Exchange Comm1ssmn (“SEC”) filings, documents, analyst reports, news reports

press releases, and other publicly available information regarding the Company, as follows:
SUMMARY OF THE ACTION

1. This is a shareholder derivative action brought by plaintiff on behalf of nominal
defendant Facebook, Inc. (“Facebook” or the “Company”) against certain members of its Board of
Directors (the “Board”) and certain of its executive officers seeking to remedy defendants’ breaches
of fiduciary duties, unjust enrichment and waste of corporate assets and resources.

2. Facebook operates aworldwide social networking company.’ The Company purports
to have more than 900 million monthly active users (“MAUs™). In recent years, Facebook’s MAU
count has grown exponentially. As of March 31, 12012, Facebook claimed its MAU count increased
33% compared to March 31, 2011, and éince March 31, 2009, Facebook claims MAUs increased
from 197 million to more than 900 million. Because Facebook users are inclined to “share” such
personal data as age, location, gender and interests, the Company touts this as a competitive
advantage that allows Facebook to “offer advertisers a unique combination of reach, relevance, social
context, and engagement to enhance the value of their ads.”

3. - OnMay 16,2012, Facebook filed a Form S-1 Registration Statement (“Registration
Statement”) with the U.S. Securities and Exchange Commission (“SEC™) in connection with the
Company’s highly anticipated Initial Public Offering (“IPO”). On May 18, 2012, the Prospectus

(“Prospectus”™) with respect to the IPO, which forms part of the Registration Statement, became

1 A social networking service is an on-line service, platform, or site that focuses on facilitating the building
of social relations among people, companies or institutions who, for example, share interests, activities, backgrounds,
or real-life connections. It consists of a representation of each user (often a profile), his/her social links, and a
variety of additional services, such as the placement of photographs and other iconic representations of the user’s
various interests. Most social network services are web-based and provide means for users to interact over the
Internet, such as e-mail and instant messaging. It is fast replacing the traditional dialogic relationships in Western
societies and has recently been used to great effect in political movements, such as the populist revolts in the Middle
East known as the Arab Spring. A 2011 survey found that 47% of American adults use a social network. Defendant
Facebook controls approximately 60% of the global market in social networking services. -
(See, http://en.wikipedia.org/wiki/Social networking_service.; visited on July 5, 2012).
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effectiveand 421 mﬂlion shares of Facebook common stock were sold to the public at $38 per share.
This price per share valued the Company as a whole at more than $104 billion.

4. At the $38 per-share IPO price, the Company’s market value surpassed McDonaﬁds,
Boeing, Caterpillar, or Amazon.com. Defendants attained this high valuation by touting, in the
Registration Statement, Facebook’s extraordinary growth. Prior to and during the IPO, however,
Facebook was experiencing a significant reduction in revenue growth as a result of its users
increasingly accessing Facebook’s website through mobile devices rather than personal computers
(“PC™). This trend had a negative effect on the Company’s current and future business prospects --
advertising was not as effective on mobile devices as it was on traditional PCs, therefore alienating
Facebook’s existing customer base.

5. Indeed, this negative trend was so serious that, during a road show preceding
Facebook’s IPO, the lead underwriters -- Mdrgén S—tanley & Co. _‘ LLé, (“Morgan Stanley”),
JPMorgan Securities LLC (“JPMorgan”) and Goldman Sachs & Co. (“Goldman Sachs”) -- all
reduced their revenue forecasts for the Company. (A “road show” is a series of presentations, held
in various locations and typically targeted toward large institutional investors, for the purpose of
generating interest in the subject stock, and to determine potential demand for the stock at different
prices.) This was not fully disclosed to the market; rather, it was only selectively disclosed to certain
of the underwriters’ Jarge investor clients. The investing public was not made aware of this material
information.

6. Moreover, defendants Mark Zuckerberg, James W. Breyer and Peter A. Thiel took
advantage of material, non-public information to sell in the IPO more than $3.9 billion worth of
Facebook stock. All three of these defendants signed the improper Registration Statement which
helped to artificially inflate Facebook’s stock price, allowing these defendants to handsomely profit
at the expense of hundreds of thousands of unsuspecting shareholders.

7. Each defendant who signed the Registration Statement had an obligation to ensure
that the Registration Statement did not contain an untrue statement of a material' fact, or omitted a

material fact required to be stated or necessary to make the statements therein not misleading. By
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signing and approving the improper Registration Statement and Prospectus, the members of
Facebook’s Board breached their fiduciary duties to the Company and its shareholders. Facebook
is strictly liable for the improper Registration Statement. As a result of the defendants’ Bfeaéiies,
Facebook has suffered and will continue to suffer harm.

8. Defendants’ improprieties devastated Facebook’s credibility, as reflected by the
Company’s nearly 20% loss of market capitalization less than one week after its IPO. In addition,
as a direct result of the defendants’ unlawful course of conduct, the Company is now the subject of
multiple securities class action lawsuits filed on behalf of investors who purchased Facebéok shares.
The securities fraud lawsuits have exposed the Company to potentially billions of dollars in
damages.

JURISDICTION AND VENUE

9. This Court has jurisdiction over all ;:ausés of actibh:l;s:ertﬂéa herein pursuant to the
California Constitution, Article VI, section 10, because this case is a cause not giveﬁ by statute to
other trial courts, as this derivative action is brought pursuant to section 800 of the California
Corporations Code to remedy defendants’ violations of law.

10.  This Court retains general jurisdiction over each named defendant who is a resident
of California. Additionally, this Court has specific jurisdiction over each named non-resident
defendant because these defendants maintain sufficient minimum contacts with California to render
jurisdiction by this Court permissible under traditional notions of fair play and substahtial justice.
In addition, because the allegations contained herein are brought derivatively on behalf of Facebook,
a company that maintains its principal executive offices in California, defendants’ conduct was
purposefully-directed at California. Therefore, | exercising jurisdicti'oh over any non—resident
defendants is reasonable under these circumstances.

11.  Venue is proper in this Court because one or more of the defendants either resides
in or maintains executive offices in this County, a substantial portion of the transactions and wrongs
complained of herein, including the defendants’ primary participation in the wrongful acts detailed

herein and aiding and abetting and conspiracy in violation of fiduciary duties owed to Facebook
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oceurred in this County, and defendants have received substantial compensation in this County by

doing business here and engaging in numerous activities that had an effect in this County.

PARTIES

12. Plaintiff, Rock Southward, is and was, at times relevant hereto, an owner and holder
of Facebook stock.

13.  Nominal Defendant Facebook is a Delaware corporation headquartered at 1601
Willow Road, Menlo Park, California. Itisregistered to do businéss in California as CSC - Lawyers
Incorporating Serviée, and issued with California corporate Entity Number C2711108.

14.  Defendant Mark Zuckerberg (“Zuckerberg™) is and has been Facebook’s Chief
Executive Officer (“CEO”) and a director since July 2004, and Chairman of the Company’s Board
of Directors since January 2012. Zuckerberg is 'also_ Facebodkg_ﬁ‘)ur_i&é.r. Zuckerberg signed
Facebook’s Registration Statement filed with the SEC on May 16, 2012 in connection with the IPO.
Zuckerberg also is named as a defendant in numerous securities class action complaints that allege
violations of the Securities Act of 1933 (the “Securities Act”) for making improper statements in the
Registration Statement. While in poséession of material, non-public information concerning
Facebook’s business and financial prospects, Zuckerberg sold 30,200,000 shares of his stock for
$1,134,916,000 in proceeds. By virtue of his participation in, and acquiescence to, the misconduct
alleged herein, his control over Facebook and culpable complicity in the misconduct, Zuckerberg
would be conflicted from independently investigating or prosecuting the cléims alleged herein.

15.  Defendant David A. Ebersman (“Ebersman”) is and has been Facebook’s Chief
Financial Officer (“CFO”) since September 2009. Ebersman also signed Facebook’s Registration
Statement in connection with th.e IPO. Ebersman is named as a defendant in securitieé class action
complaints alleging violations of the Securities Act for making improper statements in the
Registration Statement.

16.  Defendant Sheryl K. Sandberg (“Sandberg”) is and has been Facebook’s Chief

Operating Officer since March 2008. Sandberg also is named as a defendant in a securities class
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action complaint that alleges she violated sections 11 and 15 of the Securities Act.

17.  Defendant David M. Spillane (“Spillane™) is and has been Facebook’s
Chief Accounting Officer since January 2009. Spillane also signed Facebook’s RegiStrafion
Statement in connection with the IPO. Spillane also is named as a defendant in securities class action
complaints that allege violation of the Securities Act for making improper statements in the
Registration Statement. '

18.  Defendant Peter A. Thiel (“Thiel”) is and has been a Facebook director since April
2005. Thiel is also a member of Facebook’s Audit Cominittee and has been since at least February
2012. Thiel signed Facebook’s Registration Statement in connection with the IPO. Thiel is also
named as a defendant in securities class action complaints that allege violations of the Securities Act
for making improper statements in the Registration Statement. Thiel is partners of Founders Fund,
managing member of Lembas, LLC, all three of which held pre-IPO investments in Facebook and
on whose behalf Thiel sold 16,844,315 shares of Facebook stock for $633,009,357 in proceeds. By
virtue of his participation in, and acqﬁiescence to, the misconduct alleged herein, his control over
Facebook and culpable complicity in the misconduct, Thiel would be conflicted from.independently
investigating or prosecuting the claims alleged herein.

19.  Defendant James W. Breyer (“Breyer”) is and has been a Facebook director since
April 2005, Breyer signed Facebook’s Registration Statement in connection with the IPO. Breyer
also is named as a defendant in securities class action complaints alleging violations of the Securities
Act for making improper statements in the Registration Statement. In May 2005, Breyer has been
a partner of Accel Partners, a Palo Alto-based venture capital firm which held a pre-IPO investment
in Facebook. On behalf of Accel Partners, Breyer sold 57,726,901 shares of its Facebook stock for
$2,169,376,939 in proceeds. By virtue of his participation in, and acquiescence to, the misconduct
alleged herein, his control over Facebook and culpable complicity in the misconduct, Breyer would
be conflicted from independently investigating or prosecuting the claims alleged herein

20.  Defendant Marc L. Andreessen (“Andreessen”) is and has been a Facebook director
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since June 2008. Andreessen is also a member of Facebook’s Audit Committee and has been since
at least February 2012. Andreessen signed Facebook’s Registration Statement in connection with
the TPO. Andreessen also is named as a defendant in securities class action complaints élleéing
violations of the Securities Act for making improper statements in the Registration Statement. By
virtue of his participation in, and acquiescence to, the misconduct alleged herein, his control over
Facebook and culpable complicity in the misconduct, Andreessen would be conflicted from
independently investigating or prosecuting the claims alleged herein

21.  Defendant Donald E. Graham (“Graham”) is and has been a Facebook’s director since
March 2009. Graham signed Facebook’s Registration Statement in connection with the IPO. Graham
also is named as a defendant in securities class action complaints alleging violations of the Securities
Act for making improper statements in the Registration Statement. By virtue of his participation in,
and acquiescence to, the misconduct alleged hefein,_ his contro—lmavermlaﬁcebook and culpable
complicity in the misconduct, Graham would be conflicted from independently investigating or
prosecuting the claims alleged herein.

22.  Defendant Reed Hastings (“Hastings”) is and has been a Facebook director since June
2011, Hastings also signed Facebook’s Registration Statement in connection with the [PO. Hastings
also is named as a defendant in securities class action complaints alleging violations of the Securities
Act for making improper statements in the Registration Statement. By virtue ofhis participation in,
and acquiescence to, the misconduct alleged herein, his contrdl over Facebook and culpable
complicity in the misconduct, Ebersman would be conflicted from independently investigating or
prosecuting the claims alleged herein.

23.  Defendant Erskine B. Bowles (“Bowles”) is and has been a Facebook director since
September 2011, Bowles is Chairman of Facebook’s Audit Committee and has been since at least
February 2012. Bowles signed Facebook’s Registration Statement in connection with the IPO.
Bowles also is named as a defendant in securities class action complaints alleging violations of the
Securities Act for making improper statements in the Registration Statement. By virtue of his

participation in, and acquiescence to, the misconduct alleged herein, his control over Facebook and
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culpable complicity in the misconduct, Ebersman would be conflicted from independently
investigating or prosecuting the claims alleged herein.

24.  Defendants Zuckerberg, Ebersman, Sandberg and Spillane are collectively referred
to herein as the “Officer Defendants.” Defendants identified as Zuckerberg, Thiel, Breyer,
Andreessen, Graham, Hastings and Bowles are collectively referred to herein as the “Director
Defendants.” Defendants Zuckerberg, Andreessen, and Bowles are collectively referred to herein
as the “Audit Committee Defendants.” Defendants Zuckerberg, Thiel, Breyer and Andreessen are
collectively referred to herein as the “Insider Selling Defendants.” Defendants Zuckerberg,
Ebersman, Sandberg, Spillane, Thiel, Breyer, Andreessen, Graham, Hastings and Bowles are
collectively referred to herein as the “Individual Defendants.”

25.  The true names and capacities of the defendants sued herein under California Code
of Civil Procedure section 474 as Does 1 throug}i 25-, inclusive, are l;r_esentl;' not known to plaintiff,
who therefore sues these defendants by such fictitious names. Plaintiff will seek to amend this
complaint and include these Doe defendants’ true names and capacities when they are ascertained.
Each of the fictitiously named defendants is responsible in some manner for the conduct alleged
herein and for the injuries suffered by the Company as a result of the defendants’ illegal conduct.

DUTIES OF THE INDIVIDUAL DEFENDANTS

26. By reason of their positions as officers, directors, and/or fiduciaries of Facebook and
because of their ability to control the business and corporate affairs of Facebook, the Individual
Defendants owed Facebook and its shareholders fiduciary obligations of trust, loyalty, good faithand
due care, and were and are required to use their utmost ability to control and manage Facebook in
a fair, just, honest and equitable manner. The Individual Defendants were and are required to act in
furtherance of the best interests of Facebook and its shareholders so as to benefit all shareholders
equally and not in furtherance of their personal interest or benefit.

27.  Each officer and director of the Company owes to Facebook and its shareholders the
fiduciary duty to exercise good faith and diligénce in the administration of the affairs of the

Company and in the use and preservation of its property and assets, and the highest obligations of
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fair dealing. In addition, the Individual Defendants had a duty to promptly disseminate accurate and
truthful information with regard to the Company’s revenue, margins, operations, performance,
management, projections and forecasts so that the market valuation of the Company’s stock would
be based on truthful and accurate information.

28.  The Individual Defendants, because of their positions of control and authority as
officers and/or directors of Facebook, were able to and did, directly and/or indirectly, exercise
control over the wrongful acts complained of herein, as well as the contents of the various public
statements issued by the Company. Because of their advisory, executive, managerial and directorial
positions with Facebook, each of the Individual Defendants had access to adverse, nonqublic
information about the Company’s financial condition, operations and future financial prospects.

29.  Atalltimes relevant hereto, each of the Individual Defendants was the agent of each
of the other Individual Defendants and of Facebbok, and was at allytﬁiﬁiesnaéiting within the course
and scope of such agency.

30.  To discharge their duties, the officers and directors of Facebook were required to
exercise reasonable and prudent supervision over the management, policies, practices and controls
of the financial affairs of the Company. By virtue of such duties, the officers and directors of
Facebook were required to, among other things:

a) refrain from acting upon material, inside corporate information to benefit themselves;

b) ensure that the Company complied with its legal obligations and requirements,
including acting only within the scope of its legal authority and disseminating truthfui and accurate
statements to the investing public; »

c) conduct the affairs of the Company in an efficient, business-like manner so as to make
it possible to provide the highest quality performance of its business, to avoid wasting the
Company’s assets and to maximize the value of the Company’s stock;

d) properly and accurately guide investors and analysts as to the true financial condition
of the Company at any given fime, including making accurate statements about the Company’s

business prospects and financial results and ensuring that the Company maintained an adequate
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system of financial controls such that the Company’s financial reporting would be complete and
accurate at all times;

e) remain informed as to how Facebook conducted its operations, and, upon re:ceiﬁ:t of
notice or information of imprudent or unsound conditions or practices, make a reasonable inquiry
in connection theréWith, and take steps to correct such conditions or practices and make such
disclosures as necessary to comply with securities laws; and

1) ensure that the Company was operated in a diligent, honest and prudent

manner in compliance with all applicable laws, rules and regulations.

31.  Each Individual Defendant, by virtue of his or her position as an officer and/or
director, owed to the Company and to its sharcholders the fiduciary duties of loyalty, good faith, and |
the exercise of due care and diligence in the management and administration of the affairs of the
Company, as well as in the use and preservatibn 6f its property and assets. The conduct of the
Individual Defendants complained of herein involves knowing and culpable .violations of their
obligations as officers and directors of Facebook, the absence of good faith on their part, and a
reckless disregard for their duties to the Company and its shareholders that the Individual Defendants
were aware or should have been aware posed a risk of serious injury to the Company.

32. The Individual Defendants breached their duties of loyalty and good faith by allowing
defendants to cause, or by themselves causing, the Company to misrepresent its business prospects,
as detailed herein, and by failing to prevent the Individual Defendants from taking such illegal
actions. Moreover, as a result of defendants’ illegal actions and course of conduct, thé Company is
now the subject of numerous class action lawsuits alieging violations of the Securities Act.
Consequently, Facebook has expended, and will continue to expend, significant sums of money.

CONSPIRACY, AIDING AND ABETTING AND CONCERTED ACTION

33.  The Individual Defendants have pursued, or joined in the pursuit of, a common course
of wrongful conduct, and have acted in concert with and conspired with one another in furtherance
of their common plan or design. In addition to their primary liability for the wrongful conduct

alleged herein, the Individual Defendants further aided and abetted and/or assisted each other.in
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breaching their respective duties.

34, During all times relevant hereto, the individual Defendants, collectively and
individually, initiated a course of conduct that was designed to and did: (I) conceal harmful
information relating to Facebook’s financial condition that rendered statements in the Registration
Statement improper; (ii) enhance the Individual Defendants’ executive and directorial positions at
Facebook and the profits, power, and prestige that theb Individual Defendants enjoyed as a result of
holding these positions; (iif) allow certain defendants and their affiliates to sell billions of dollars of
their personally held shares through the IPO; and (iv) deceive the investing public regarding the
Individual Defendants’ management of Facebook’s operations, the Company’s financial health and
stability, and its future business prospects. In furtherance of this plan, conspiracy, énd course of
conduct, the Individual Defendants, collectively and individually, took the actions set forth herein.

35. - The Individual Defendants engégéd in a consp'irveE;,r common enterprise and/or
common course of conduct that caused the Company to conceal or misrepresent the true facts
concerning Facebook’s business and financial prospects.

36. . Thepurpose and effect of the Individual Defendants’ conspiracy, common enterprise
and/or common course of conduct was, among other things, to disguise the Individual Defendants’ |
violations of law, breaches of ﬁduciary duty, waste of corporate assets and unjust enrichment, and
to conceal adverse information concerning the Company; s operations, financial condition, and future
business prospects. |

37.  TheIndividual Defendants accomplished their conspiracy, common enterprise, and/or
common course of conduct by causing the Company to purposefully, recklessly or negli gentlyrelease
improper statements. Because the actions described herein occurred under the authorify ofthe Board,
each of the Individual Defendants was a direct, necessary and substantial participant in the
conspiracy, common enterprise, and/or common course of conduct complained of herein,

38.  Each of the Individual Defendants aided and abetted and rendered substan’ual
assistance in the wrongs complained of herein. In taking such actions to. substantially assist the

commission of the wrongdoing complained of herein, each Individual Defendant acted with
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knowledge of the primary wrongdoing, substantially assisted the accomplishment of that
wrongdoing, and was aware of his or her overall contribution to and furtherance of the wrongdoing.

SUBSTANTIVE ALLEGATIONS

Facebook’s Improper Registration Statement and Prospectus

39.  On February 1, 2012, Facebook filed a Registration Statement with the SEC.
Throughout the next several months, Facebook repeatedly amended this Registration Statement. In
addition, during the same time period, Facebook employees and underwriters involved in the IPO
participated in road-show meetings with potential investors. During these road shows, no Facebook
employee ever publicly issued any earnings guidance.

40.  Then,onMay 16,2012, Facebook filed its final Registration Statement in connection
with its IPO. Two days later, on May 18, 2012, the Prospectus, which forms part of the Registration
Statement, became effective and 421 million shares of_Facebook common stock were sold to the
public at $38 per share. This price per share valued the Company at more than $104 billion.
Facebook fiduciaries, many of whom are Individual Defendants in this action, garnered billions of
dollars through the sale of their shares, while hundreds of thousands of unsuspecting investors were
left with artificially inflated shares.

41.  The shares sold in the IPO were artificially inflated because the Registration
Statement and Prospectus contained improper statements and were not prepared in accordance with
the rules and regulations governing their preparation.

42.  Facebook’s unsuspecting investors relied on the Registration Statemenf’ s assurances
that Facebook will “reflect in the prospectus any facts or events arising after the effective date of the
Registration Stateinent (or the most recent post-effective amendment thereof) which, individually
or in the aggregate, represent a fundamental change in the information set forth in the Registration
Statement.”

43.  TheRegistration Statement, which was signed by defendants Zuckerberg, Ebersman,
Spillane, Andreessen, Bowles, Breyer, Graham, Hastings and Thiel, improperly represented that

Facebook’s critical metrics, including the Company’s MAUS, are trending upwards. For example,
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the Registration Statement stated:

Monthly Active Users (MAUs) We define a monthly active user as a registered
Facebook user who logged in and visited Facebook through our website or a mobile
device, or took an action to share content or activity with his or her Facebook friends
or connections via a third-party website that is integrated with Facebook, in the last
30 days as of the date of measurement. MAUs are a measure of the size of our global

active user community, which has grown substantially in the past several years.
* %k %

As of March 31, 2012, we had 901 million MAUS, an increase of 33% from March
1,2011. We experienced growth across different geographies, ‘with users in Brazil,
India, and the United States representing key sources of growth. We had 45 million
MAUs in Brazil as of March 31, 2012, an increase of 180% from the same period in
the prior year, and we had 51 million MAUSs in India as of March 31, 2012, an
increase of 107% from the same period in the ptior year. Additionally, we had 169
million MAUs in the United States as of March 31, 2012, an increase of 15% from
the same period in the prior year.

44, Similarly, in the Registration Statement defendants Zuckerberg, Ebersman, Spillane,
Andreessen, Bowles, Breyer, Graham, Hastings and Thiel touted growing daily active users
(“DAUSs”), crediting “increased mobile usage” as a “key contributor to this growth.” However,
Zuckerberg, Ebersman, Spillane, Andreessen, Bowles, Breyer, Graham, Hastings, and Thiel failed
to disclose that increased mobile usage caused negative trends in the Compény’ s advertising business
and would not “positively affect [the Company’s] revenue.” The Registration Statement stated, in
part:

Daily Active Users (DAUs). We define a daily active user as a registered Facebook
user who logged in and visited Facebook through our website or a mobile device, or
took an action to share content or activity with his or her Facebook friends or
connections via a third-party website that is integrated with Facebook, on a given
day. We view DAUS, and DAUs as a percentage of MAUS, as measures of user
engagement, '

* ok *

Worldwide DAUSs increased 41% to 526 million on average during March 2012 from
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372 million during March 2011. We experienced growth in DAUs across major
markets including the United States, Brazil, and India. Increased mobile usage was
a key contributor to this growth. DAUs as a percentage of MAUs increased from.
55% in March 2011 to 58% in March 2012, which we believe was driven entirely by
increased mobile usage of Facebook. We believe that increases in DAUs and in
DAUs as a percentage of MAUSs generally positively affect our revenue because
increases in user engagement may enable us to deliver more relevant commercial
content to our users and may provide us with more opportunities for monetization.

45.  Describing the risks related to Facebook’s business and industry, defendants
Zuckerberg, Ebersman, Spillane, Andreessen, Bowles, Breyer, Graham, Hastings and Thiel
purported to warn that the Company’s revenues could be negatively affected by the rate of growth
in mobile users of its site or application (or “app”); however, they failed to disclose that Facebook
was already experiencing a severe and pronouncedi reduction in revenue growth due to an increase
of users of its Facebook application or website through mobile devices rather than a traditional PC.
Thus, these defendants’ “pretend” warning failed to provide a complete and accurate picture of the

Company’s then-existing financial health. The Registration Statement stated in pertinent part:

Growth in use of Facebook through our mobile products, where our ability to
monetize is unproven, as a substitute for use on personal computers may negatively
affect our revenue and financial results.

We had 488 million MAUs who used Facebook mobile products in March 2012.
While most of our mobile users also access Facebook through personal computers,
we anticipate that the rate of growth in mobile usage will exceed the growth in usage
through personal computers for the foreseeable future, in part due to our focus on
developing mobile products to encourage mobile usage of Facebook. We have
historically not shown ads to users accessing Facebook through mobile Apps or our
mobile website. In March 2012, we began to include sponsored stories in users’

mobile News Feeds. However, we do not currently directly generate any meaningful
revenue from the use of Facebook mobile products, and our ability to do so
successfully is unproven. We believe this increased usage of Facebook on mobile
devices has contributed to the recent trend of our daily active users (DAUs)
increasing more rapidly than the increase in the number of ads delivered. If users
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mcreasmgly access Facebook mobile products as a substitute for access through
personal computers, and if we are unable to successfully implement monetization
strategies for our mobile users, or if we incur excessive expenses in this effort, our
financial performance and ability to grow revenue would be negatively affected.

46. In the Registration Statement defendants Zuckerberg, Ebersman, Spillane,
Andreessen, Bowles, Breyer, Graham, Hastings and Thiel also pretended to warn investors that the
Company’s revenues from advertising could be adversely affected by “increased user access to and
engagement with Facebook” through mobile devices, among other things. This “pretend” warning
was misleading, in that, Facebook was already suffering from a noticeable reduction in revenue
growth due to an increase in users of its Facebook application or website throﬁgh mobile devices
rather than a traditional PC. Instead of providing full disclosure, and being candid about the effect
of mobile device users on the Company’s _revénué, defendants Zuckerbérg, Ebersman, Spillane,v

Andreessen, Bowles, Breyer, Graham, Hastings and Thiel stated:

We generate a substantial majority of our revenue from advertising. The loss of
advertisers, or reduction in spending by advertisers with Facebook, could seriously
harm our business.

The substantial majority of our revenue is currently generated from third parties
advertising on Facebook. In 2009, 2010, and 2011 and the first quarter of 2011 and
2012, advertising accounted for 98%, 95%, 85%, 87%, and 82%, respectively, of our-
revenue. As is common in the industry, our advertisers typically do not have
long-term advertising commitments with us. Many of our advertisers spend only a
relatively small portion of their overall advertising budget with us. In addition, .
advertisers may view some of our products, such as sponsored stories and ads with
social context,[sic] as experimental and unproven. Advertisers will not continue to
do business with us, or they will reduce the prices they are willing to pay to advertise
with us, if we do not deliver ads and other commercial content in an effective
manner, or if they do not believe that their investment in advertising with us will
generate a competitive return relative to other alternatives. Our advertising revenue
could be adversely affected by a number of other factors, including:

. decreases in user engagement, including time spent on Facebook;
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increased user access to and engagement with Facebook through, our mobile
products, where we do not currently directly generate meaningful
revenue, particularly to the extent that mobile ehgagement is
substituted for engagement with Facebook on personal computers

where we monetize usage by displaying ads and other commercial
content;

product changes or inventory management decisions we may make that

reduce the size, frequency, or relative prominence of ads and other commercial
content displayed on Facebook; '

our inability to improve our analytics and measurement solutions that

demonstrate the value of our ads and other commercial content;

decisions by advertisers to use our free products, such as.-Facebook Pages,

instead of advertising on Facebook;

loss of advertising market share to our competitors;

adverse legal developrﬁents relating to advertising, inéluding legislative and
regulatory developments and developments in litigation;

adverse media reports or other negative publicity involving us, our Platform
developers, or other companies in our industry;

our inability to create new products that sustain or increase the value of our
ads and other commercial content;

the degree to which users opt out of social ads or otherwise limit the potential
audience of commercial content; '

changes in the way online advertising is priced;
the impact of new technologies that could block or obscure the display of our ads and

other commercial content; and the impact of macroeconomic conditions and |
conditions in the advertising industry in general.

Shareholder Derivative Complaint — Southward v. Zuckerberg et al. Page 16
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The occurrence of any of these or other factors could resultin a reduction in demand
for our ads and other commercial content, which may reduce the prices we receive
for our ads and other commercial content, or cause advertisers to stop advertising
with us altogether, either of which would negatively affect our revenue and financial
results.

47. Despite these negative trends, defendants Zuckerberg, Ebersman, Spillane,
Andreessen, Bowles, Breyer, Graham, Hastings and Thiel announced that Facebook, “in consultation
with the underwritefs,” increased the IPO price range from $28 and $35 per share to $34 and $38 per
share. The Registration Statement stated that the assumptions supporting the increased offering price
“represented management’s best estﬁnates.” »

48.  With respect to the offering price, the Registration Statement stated:

In early May 2012, in consultation with the underwriters, we determined the
anticipated initial public offering price range to be $28.00 to $35.00 per share.
Subsequently, in mid-May 2012 we increased the anticipated initial public offering
price range to $34.00 to $38.00 per share. The assumptions supporting the revised
anticipated initial public offering price range represented management’s best
estimates and discussions between us and the underwriters about indications of
interest from potential investors after approximately one week of marketing of the
offering, and involved complex and subjective judgments.

49,  The statements referenced above were misrepresentationé of material fact. The true
facts at the time of the IPO were that Facebook was experiencing a severe and pronounced reduction
in revenue growth due to an increase of users of its Facebook application or website through mobile
devices rather than a traditional PC, such that the Company told its underwriters to materially lower
their revenue forecasts for 2012. The Registration Statement failed to disclose that during the IPO
road show, the lead underwriters, including Morgan Stanley, JP Morgan and Goldman Sachs, all cut
their earningé forecasts and that news of the estimate cut was disclosed only to a handful of large
investor clients. | ‘ .

50.  The reduced expectations were disseminated to select clients shortly before the IPO
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was priced at $38 a share, the high end of an already upwardly revised projected range of $34 to $38,
and before defendants increased the number of shares being sold by 25%.

51.  After the IPO, Morgan Stanley’s consumer Internet analyst Scott Devitt reborté-"dly
Jowered his second quarter revenue estimate from $1.175 billion to $1.111 billion, and cut his
FY2012 revenue forecast from more than $5 billion to $4.85 billion. Other analysts interpreted this
cut to suggest that the Company’s year-over-year revenue growth might also slow from the first
quarter of '2012.

52.  On May 19, 2012, Henry Blodget (“Blodget”) published an article titled “If This
Really Happened During The Facebook IPO, Buyers Should Be Mad As Hell.” Blodget’s article
highlighted the unfair and illegal actions taken by Facebook in anticipation for its IPO, and analyzed

the materiality of the improper statements in the Registration Statement, stating, in relevant part:

Part way through the Facebook IPO road show, scattered reports appeared that
Facebook had reduced the earnings guidance it was giving research analysts. This
seemed bizarre on a number of levels. First, I was unaware that Facebook had ever
issued any earnings guidance -- to research analysts or anyone else. Earnings
guidance is highly material information (meaning that any investor considering an
investment decision would want to know it). It represents a future forecast made by
the company. Any time any company gives any sort of forecast, stocks move --
because the forecast offers a very well informed view of the future by those who have
the most up-to-date information about a company’s business.

Thus, any guidance-issued by Facebook should have been publicly disseminated by
the Company and its bankers -- especially because millions of individual investors
were thinking of buying the stock. If Facebook actually “reduced guidance” midway
through a series of meetings designed solely to sell the Company’s stock this reduced
guidance would have been highly material information.

Why?

Because such a late change in guidance would mean that Facebook’s business was
deteriorating rapidly - between the start of the roadshow and the middle of the
roadshow.

Shareholder Derivative Complaint - Southward v. Zuckerberg et al. Page 18
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Any time a business outlook deteriorates that rapidly, alarm bells start going off on
Wall Street, and stocks plunge.

So the report that Facebook had “reduced earnings guidance” during the road show
just seemed like a typical misunderstanding between Wall Street and the public --
something lost in translation between what a reporter was hearing from sources and
what actually made it into print.

But now Reuters has just reported the same thing again. Here’s a sentence from a
story Reuters just published on the IPO:

Facebook also altered its guidance for research earnings last week,
during the road show, a rare and disruptive move.

If this really happened, anyone who placed an order for Facebook who was unaware
that 1) Facebook had issued any sort of earnings guidance, and 2) reduced that
guidance during the road show, has every right to be furious.

Because this would have been highly material information that some investors had
and others didn’t -- the exact sort of unfair asymmetry that securities laws are
designed to prevent.

53.  On this news, Facebook’s market capitalization plunged nearly 11%, erasing more

than $8.9 billion in market capitalization since its IPO only three days earlier.

54.  On May 22, 2012, Blodget published another article titled “Facebook: Bankers

Secretly Cut Facebook’s Revenue Estimates in Middle of IPO Roadshow.” This second article

confirmed many of the fears and theories mentioned in his earlier May 19 article, and stated, in

relevant part:

And now comes some news about the Facebook (FB) IPO that buyers deserve to be
outraged about.

Reuters’ Alistair Barr is reporting that Facebook’s lead underwriters, Morgan Stanley
(MS), JP Morgan (JPM) and Goldman Sachs (GS) all cut their earnings forecasts for
the company in the middle of the IPO roadshow.
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This by itself is highly unusual (I’Ve never seen it during 20 years in and around the
tech IPO business). '

But, just as important, news of the estimate cut was passed on only to a handful of
big investor clients, not everyone else who was considering an investment in
Facebook.

This is a huge problem, for one big reason:

. Selective dissemination. Earings forecasts are material
information, especially when they are prepared by analysts who have
had privileged access to company management. As lead underwriters
on the IPO, these analysts would have had much better information
about the company than anyone else. So the fact that these analysts
suddenly all cut their earnings forecasts at the same time, during the
roadshow, and then this information was not passed on to the broader
public, is a huge problem.

Any investor considering an investment in Facebook would consider an estimate cut
from the underwriters’ analysts “material information.”

What’s more, it’s likely that news of these estimate cuts dampened interest in the IPO

among those who heard about them. (Reuters reported exactly this -- that some

institutions were “freaked out” by the estimate cuts, as anyone would have been.) In
other words, during the marketing of the Facebook IPO, investors who did not hear
about these underwriter estimate cuts were placed at a meaningful and unfair
information disadvantage. They did not know what a lot of other investors knew, and
they suffered for it. ‘

Selective dissemination of this sort could be a direct violation of securities laws.
Irrespective of its legality, it is also grossly unfair. The SEC should investigate this
immediately. '

We first heard rumblings about this last week, and we were so startled that we
assumed the reports were wrong. Then, over the weekend, when Reuters reported the
basic story again, we said that if it was true, Facebook IPO buyers deserved to be
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“mad as hell” about it. And now Reuters has the details, and they sound as bad as we
had feared.

There are a couple of possibilities for what happened.

The first one is bad news for Morgan Stanley and the other lead underwriters on the
deal. The second is also bad news for Facebook.

According to Reuters, the underwriter analysts cut their estimates after Facebook

issued an amended IPO prospectus in which the company mentioned, vaguely, that

recent trends in which users were growing faster than revenue had continued into the
second quarter.

To those experienced in reading financial statements, this language was unnerving,
because its mere existence could have been taken to mean that Facebook’s revenue
in the second quarter wasn’t coming in as strong as Facebook had hoped (why else
would the language have suddenly been added at the 11th hour ?)

To those who aren’t experienced at reading filings, however, the real meaning of this
language could easily have been missed. Facebook’s users have been growing faster
than revenue for a while, so why would it be news that this was continuing?

In response to the amendment, meanwhile, all three lead underwriter analysts
suddenly cut their estimates.

Now, regardless of why the analysts cut their estimates (and this will be important),
estimate cuts of any sort are material information, so if this news was given to some
institutional clients, it also obviously should have been given to everyone. That’s the
first problem. ,

The second potential question and problem is whether Facebook told the
underwriters to cut their estimates -- either by directly telling them to, or, more likely,
by “suggesting” that the analysts might want to revisit their estimates in light of the
new disclosures in the prospectus.

If there was any communication at all between Facebook and its underwriters
regarding the analysts’ estimates, Facebook will likely be on the hook for this, too.

Shareholder Derivative Complaint - Southward v. Zuckerberg et al.
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Speaking as a former analyst, it seems highly unlikely to me that the vague language

~in the final IPO amendment would prompt all three underwriter analysts to
immediately cut estimates without some sort of nod and wink from someone who
knew how Facebook’s second quarter was progressing. (To get this message from the
language, you really have to read between the lines). But even if this is what
happened, it is still unfair that news of the estimate cut wasn’t disseminated quickly
and clearly to everyone considering buying Facebook’s IPO.

The bottom line is that, even if dissemination laws were followed to the letter (which
frankly seems unlikely) the selective disclosure here was grossly unfair.

The SEC needs to look into this.

55.  As a result of this news, Facebook’s market capitalization plummeted another 9%,

erasing more than $6.4 billion in market capitalization 1n a single _d_@y._" o
INSIDER SELLING

56.  The Individual Defendants’ knowledge of the Company’s operatioﬁs and financial
health, stability, and future business prospects, specifically related to the negative impact of the
increase in users of its Facebook application or website through mobile devices rather than a
traditional PC, is also shown in certain Facebook officers’ and directors’ sales of Facebook stock.
The Insider Selling Defendants -- Zuckerberg, Breyer and Thiel -- were privy to adverse, non-public

information which they exploited for their own benefit, to the exclusion of other shareholders. While

' continuously making or causing the Company to make improper statements touting Facebook’s

purported positive growth, and effectiizely concealing negative trends in its advertising business,

certain officers and directors sold massive amounts of Company stock in order to capitalize on the

Company’s inflated stock price that they had helped improperly create.

57.  Asthe Company’s founder, CEO and Chairman, defendant Zuckerberg was amember -
of Company management and the Board. He was privy to material, non-public information about
negative trends affecting the Company’s advertising business and lowered guidance expectations.

Zuckerberg was responsible for his statements in the Registration Statement, which included
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O o0 3 O v b W N

NNNNNNNNN’—"—“P—‘F—‘_HH)—‘)—‘)—‘)—A
OO\]O\UI-D-UJI\)HO\DOO\]O\'J-PUJN»—AO

disclosures concerning Facebook’s purported positive growth but omitted material, negative
information concerning the Company’s current and future business prospects. Zuckerberg engaged
in insider trading activity at a time when he knew adverse material, non public information.

58.  Whilein possession of this knowledge defendant Zuckerberg sold 30,000,200 shares
of his personally held Facebook stock for proceeds of $1,134,916,000. Zuckerberg’s sales were
timed to maximize profit from Facebook’s then artificially inflated stock price.

59. As a director since April 2005, defendant Breyer was privy to méterial, non-public
information about negative trends affecting the Company’s advertising business and lowered
guidance expectations. Breyer was responsible for his statements in the Registration Statement,
which included disclosures concerning Facebook’s purported positive growth but omitted material,
negative information affecting the Company’s current and future business prospects. Breyer engaged
in insider trading activity at a time when he knew adverse material, Hon-iaﬁﬁlic information.

60.  While in possession of this knowledge, defendant Breyer directed Accel Partners to
sell 57,726,901 shares of its Facebook stock for proceeds of $2,169,376,940. These sales were timed
to maximize profit from Facebook’s then artificially inflated stock price.

61.  As a director since April 2005, defendant Thiel was privy to material, non-public
information about negative trends affecting the Company’s advertising business and lowered
guidance expectations. Thiel was résponsible for his statements in the Registration Statement, which
included disclosures concerning Facebook’s purported poéitive growth but omitted material negative
information affecting the Company’s current and future business prospects. Thiel engéged ininsider
trading activity at a time when he knew adverse material, non-public information.

62.  While in possession of this knowledge, defendant Thiel directed Founders Fund and
Rivendell, two funds with which he was affiliated in which he had a personal stake, to sell
16,844,315 shares of Facebook stock for proceeds of $633,009,358. These sales were timed to
maximize profit from Facebook’s then artificially inflated stock price.

63. Inthe aggregate, defendants Zuckerberg, Breyer and Thiel sold and/or directed their
affiliated funds to sell more than $3.9 billion of Facebbok stock in the IPO. All three of these Insider
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Selling Defendants signed the improper Registration Statement which helped artificially inflate
Facebook’s stock.

SUBSTANTIAL DAMAGES TO FACEBOOK

64.  As a result of the >Individua1 Defendants’ improprieties, Facebook disseminated
improper public statements concerning the Company’s business prospects. These improper
statements have devastated Facebook’s credibility as reflected by the Company’s $15.3 billion, or
nearly 20%, market capitalization loss.

65. Further, as a direct and proximate result of the Individual Defendants’ actions,
Facebook has expended, and will continue to expend, significant sums of money. Such expenditures
include, but are not limited to (a) costs incurred in investigating and defending Facebook and certain
officers and directors in the class actions for violations of federal securities laws, and (b) costs
incurred from paying any potential settlement or adverse judgmehtgs‘i—h”th;;énding securities class
action lawsuits.

66.  Moreover, these actions have irreparably damaged Facebook’s corporate image and
goodwill. For at least the foreseeable future, Facebook will suffer from what is known as the “liar’s
discount,” a term applied to the stocks of companies that have been implicated in improper behavior
and have misled the investing public, such that Facebook’s ability to raise equity capital or debt on
favorable terms in the future is now impaired.

DERIVATIVE AND DEMAND FUTILITY ALLEGATIONS

67.  Plaintiff brings this action derivatively in the right and for the beneﬁt. of Facebook
to redress injuries suffered, and to be suffered, by Facebook as a direct result of breaches of fiduciary
duty, waste of corporate assets, and gross mismanagement, as well as the aiding and abétting’ thereof,
by the defendants. Facebook is named as a nominal defendant solely in a derivative capacity. This
is not a collusive action to confer jurisdiction on this Court that it would not otherwise have.

68.  Plaintiff will adequately and fairly represent the interests of Facebook in enforcing
and prosecuting its rights.

69. Plaintiffis and was, at times relevant hereto, an owner and holder of Facebook stock,
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and remains a shareholder of the Company.
70.  The current Board of Facebook consists of the following seven individuals:

defendants Zuckerberg, Andreessen, Bowles, Breyer, Graham, Hastings, and Thiel. Plaintiff has not

‘made any demand on the present Board to institute this action because such a demand would be a

futile, wasteful, and useless act, as set forth below.

Demand Is Excused Because All the Members of the Current Board Face a Substantial

Likelihood of Liability for Their Misconduct
71.  Defendants Zuckerberg, Breyer, and Thiel sold and/or directed their affiliates to sell

Facebook stock under highly suspicious circumstances. As explained above, these defendants
possessed material, non-public Company information and used that information to benefit
themselves and their affiliates. They sold and/or directed their affiliates to sell stock based on this
knowledge of material, non—pubiic Company information regarding negative trends affecting the
Company’s current and future business prospects and the resulting decrease in the value of their
holdings of Facebook stock. Accordingly, Zuckerberg, Breyer, and Thiel face a substantial
likelihood of liability for breach of their fiduciary duty of loyalty. Any demand upon Zuckerberg,
Breyer, and Thiel is futile.

72. Defendants Zuckerberg, Andreessen, Bowles, Breyer, Graham, Hastings, and Thiel
comprising the entire current Board, face a substantial likelihood of liability for their misconduct.
As more fully detailed herein, Zuckerberg, Andreessen, Bowles, Breyer, Graham, Hastings, and
Thiel participated in aﬁd approved the improper Registration Statement in their capacity as Facebook
directors. As a result of their access to and review of internal corporate documents, conversations
and connections wi‘gh other corporate officers, employees, and directors, and attendance at
management and Board meetings, each of the Director Defendants knew the adverse, nén—public
information regarding Facebook’s business prospects and financial results before the fssuance ofthe
Registration Statement, yet eaéh failed to prevent its release or correct the misleading and incomplete
informa’;ion contained therein. Moreover, as directors of Facebook, Zuckerberg, Andreessen,

Bowles, Breyer, Graham, Hastings, and Thiel each had the duty and opportunity to discuss material
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information with management and fellow directors at any of the Board meetings that occurred before
the IPO, as well as at meetings of committees of the Board. Despite these duties, these defendants
caused or allowed, by their actions or inactions, the improper statements to be disSemiﬁateti by
Facebook to the investing public and the Company’s shareholders in connection with the IPO.

73. Defendants Andreessen, Bowles, and Thiel, as members of the Audit Committee, face
a substantial li‘kelihood of personal liability for the issuance of Facebook’s Registration Statement.
Andreessen, Bowles, and Thiel were responsible for monitoring and directly participating in the
dissemination of Facebook’s improper Registration Statement. Indeed, Andreessen, Bowles, and
Thiel each signed the Registration Statement in their capacity as directors of Facebook. Accordingly,
Andreessen, Bowles, and Thiel breached their fiduciary duties of due care, loyalty, and good faith

because they participated in the preparation of improper offering documents that contained improper

information.

74.  Moreover, defendants Andreessen, Bowles, and Thiel failed to correct Facebook’s
improper statements described above in violation of the Audit Committee Charter effective as of
May 17, 2012, even after the Registration Statement was finalized and the IPO was completed.
According to the Audit Committee Charter: |

The Committee will discuss generally with the Company’s management and the
independent auditor, as appropriate, the type of information to be disclosed and type
of presentation to be made regarding the Company’s press releases and other
financial information released to analysts and rating agencies.

* % %k
Review of Processes, Systems, Controls and Procedures. The Committee will review
and discuss with the independent auditor and the Company’s management their
periodic reviews of the Company’s accounting and financial reporting processes,
systems of internal control (including any significant deficiencies and material
weaknesses identified in their design or operation), and disclosure controls and
procedures (and management’s reports thereon).

% sk ok
Other Risk Assessment and Risk Management. The Committee will discuss with the
Company’s management the Company’s major financial risk and enterprise
exposures and the steps management has taken to monitor and control such
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exposures, including the Company’s procedures and any related policies with respect
to risk assessment and risk management. Andreessen, Bowles, and Thiel failed to
meet each of these heightened duties as members of Facebook’s Audit Committee
and, thus, face a sufficiently substantial likelihood of liability for their breach of
fiduciary duties. As a result, any demand upon them is futile.

Demand Is Excused Because a Majority of the Board Lacks Independence

75.  All seven members of the current Board lack the adequate independence necessary
to vigorously prosecute the wrongdoing alleged herein. As eloquently stated by Columbia Law
School Professor John Coffee, “[p]retending that Facebook will have an independent board ... is like
putting rouge on a corpse.”Like others, following Facebook’s developments, Mr., Coffee did not
agree with Facebook’s “brazen insistence that they are not going to let Wall Street impose their
rules” concerning the seating of a truly independent board.

76.  Defendant Zuckerberg is not an independent director because he is currently serving
as the Company’s Chairman and CEO, and before the IPO, was a 25% owner of Facebook.
Immediately after the IPO, Zuckerberg sold 30.2 million shares for $1.1 billion and, thus, had an
interest in keeping the IPO price artificially inflated. Accordingly, Zuckerberg is not disinterested
and cannot fairly evaluate a demand. |

77.  The Board is beholden to defendant Zuckerberg as he maintains majority voting
control over Facebook. As such, the Board would be unable and unwilling to pursue any claims
against Zuckerberg arising from unlawful conduct in connection with the IPO. Following the IPO,
Zuckerberg controls approximately 55.9% of the voting power of Facebook’s outstanding capital
stock. Facebook ackn‘owledges that Zuckerberg “will have the ability to control the outcome of
matters submitted to our stockholders for approval, including the election of our directors, as well
as the overall management and direction of [the] company.”

78.  Facebook expressly acknowledges this lack of independence in its Prospectus, stating:

Because Mr. Zuckerberg controls a majority of our outstanding voting power, we are
a “controlled company” under the corporate governance rules for NASDAQ - listed
companies. Therefore, we are not required to have a majority of our board of
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directors be independent, nor are we required to have a compensation committee or
an independent nominating function. In light of our status as a controlled company,
our board of directors has determined not to have an independent nominating
function and to have the full board of directors be directly respohsible for nominating
members of our board.

79.  Moreover, defendant Zuckerberg retained his majority voting control over
Facebook even though he sold more than $1 billion worth of Company shares through its IPO. He
was able to maintain this control by utilizing shareholder voting agreements, and because he dwns
Class B stock. Facebook’s Class B stock is identical to its other form of stock (Class A) except that
holders of Class B stock are entitled to ten votes per share, instead of one vote per share as the Class
A stockholders receive. At the time of the IPO, 96% of the voting power of Facebook’s stock was

held by Class B shareholders, including: - —

« . 2million shares held by Glate LLC, an entity owned by Zuckerberg’s father;
. 2,393,999, shares held by defendant Ebersman;

. 6,607,131 shares held by defendant Andreessen;

. 201,378,349 shares held by defendant Breyer; and

. 44,724,100 shares held by defendant Thiel.

80. In addition, defendant Zuckerberg controls all of Facebook’s operations, and has a
history of independently running the Company without any effective monitoring from the Board. For
example, in April 2012 Zuckerberg caused Facebook to purchase Instagram, Inc. (“Instagram”) --
a photo-sharing company ~- for $1 billion, without providing the Board with advance notice or
opportunity for examination, due diligence, or rebuttal. According to areport published by The Wall
Street Journal, the negotiation period for the deal comprised a single weekend at Zuckerbefg’ shouse,
where he and Instagram’s co-founder and CEO, Kevin Systrom, atrived at a mutually agreeable
valuation for the photo-sharing service. The Wall Street Journal article further reported that
Zuckerberg informed the Board about the $1 billion Instagram deal approximately twenty-four hours

before the takeover became official. The Board reportedly did vote on whether to approve the
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decision, but sources close to these proceedings described them as “largely symbolic.”

81.  Zuckerberg, as amember of the Board’s nominating committee, which committee that
determines the composition of the Board, has significant control of the Board’s co'mpoéition,-v andn‘can
either entrench the current members that act in accordance with his wishes, or appoint new members
to do his bidding. For this reason, the entire Board is not disinterested and cannot fairly evaluate a
demand. Because the Board members are dependent upon the goodwill of Zuckerberg to retain their
positions. on the Board, and have entangling financial alliances, interests, and dependencies, they are
unable to exercise independent judgment and vigorously prosecute any derivative action on behalf
of Facebook. Moreover, the Registration Statement discloses that defendants Andreessen, Grahém
and Hastings were elected as “designees” of Zuckerberg. Conscqﬁ{ently, any demand on the Board |

to bring this derivative action would be a futile act because the Board, cannot and will not prosecute

this action against itself or Zuckerberg

82.  The other members of the Board also lack independence for reasons outside of the
Board’s allegiance to defendant Zuckerberg. For example, in May 2005 defendant Breyer invested
$12.7 million in Facebook as a partner at Accel Partners for a 10.7% ownership stake. In addition,
Breyer individually invested an additional $1 million. Accel Partners and Breyer then sold 49 million
shares in connection with the offering and, thus, had an interest in keeping the IPO price artificially
inflated. Accordingly, Breyer is not disinterested and cannot fairly evaluate a demand.

83. Defendant Thiel was an early Facebook investor through his Founders Fund venture
capital firm, and before the IPO had a 3% stake in Facebook. Immediately after the IPO, Thiel sold
16.8 million shares for $633 million and, thus, had an interest in keeping the IPO price artificially
inflated. Accordingly, Thiel is not disinterested and cannot fairly evaluate a demand.

84.  Defendant Bowles sits on the Board of Morgan Stanley, the lead underwriter that
selectively disseminated non-public information it received from a Facebook executive. Asaresult,
Morgan Stanley is currently subject to regulatory and governmental investigations. Because he
cannot be expected tb take any action on behalf of Facebook that would harm Morgan Stanley,

Bowles is not disinterested and cannot fairly evaluate a demand.
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85.  Defendant Andreessen is conflicted because he is the co-founder of the venture capital
firm Andreessen Horowitz, which had a significant private investment in Facebook before it went
public. Andreessen Horowitz also made $78 million from a $250,000 seed investment in Insfagfém,
the photo-sharing service recently acquired by Facebook for $1 billion. The Federal Trade
Commission is reportedly investigating this acquisition. Accordingly, Andreessen is not disinterested
and cannot fairly evaluate a demand.

86.  The acts complained of constitute violations of the fiduciary duties owed by
Facebook’s officers and directors and these acts are incapable of ratification. v

87.  Each of the Director Defendants of Facebook authorized and/or permitted the
dissemination of improper statements in the IPO and are principal beneficiaries of the wrongdoing
alleged herein and, thus, could not fairly and fully prosecute such a suit even if such suit was
instituted by them. - o

88.  Facebook has been and will continue to be exposed to significant losses due to the
wrongdoing complained of herein, yet the Individual Defendants and current Board have not filed
any lawsuits against themselves or others who were responsible for that wrongful conduct to attempt
to recover for Facebook any part of the damages Facebook suffered and will suffer thereby.

89.  If Facebook’s current and past officers and directors are protected against personal
liability for their acts of mismanagement and breach of fiduciary duty alleged in this complaint by
directors’ and officers’ liability insurance, they caused the Company to purchase that insurance for
their protection with corporate funds, i.e., monies belonging to the stockholders 6f Facebook.
However, the directors’ and officers’ liability insurance policies covering the defendants in this case
contain provisions that eliminate coverage for any action brought directly by Facebook against these
defendants, known as the “insured versus insured exclusion.” As aresult, if these directors were to
cause Facebook to sue themselves or certain of the officers of Facebook, there would be no directors’
and officers’ insurance protection and, thus, this is a further reason why they will not bring such a
suit. On the other hand, if the suit is brought derivatively, as this action is brought, such insurance

coverage exists and will provide a basis for the Company to effectuate recovery. If there is no
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directors’ and officers’ liability insurance, then the current directors will not cause Facebook to sue
the defendants named herein, since they will face a large uninsured liability and lose the ability to
recover for the Company from the insurance. 0

90. Moreover, despite the Individual Defendants having knowledge of the claims and
causes of action raised by plaintiff, the current Board has failed and refused to seek to recover for
Facebook for any of the wrongdoing alleged by plaintiff herein.

COUNT 1
(Against the Individual Defendants and Does 1 -25 for Breach of Fiduciary Duty)

91.  Plaintiff incorporates by reference and realleges each and every allegation contained
above, as though fully set forth herein.

92. By reason of their fiduciary relationships, the Individual Defendants and Does 1-25
owed and owe Facebook the highest obligation of godd vfaith, fair c@linéﬁdyalty, and due care.

93. The Individual Defendants and Does 1-25, and each of them, violated and breached
their fiduciary duties of candor, good faith and loyalty by consciously failing to prevent the Company
from engaging in the unlawful acts complained of herein. _

94, As alleged herein, the Individual Defendants and Does 1-25 breached their fiduciary
duties of good faith and due care, consciously and purposely abdicating their responsibilities as
directors and/or officers, by allowing, producing, approving, or disseminating to Facebook
shareholders and the public improper statements through the Company’s Registration Statement.

95. Additionally, defendants Zuckerberg, Breyer, and Thiel breached their duty of loyalty
by selling and/or directing affiliates to sell Facebook stock on the basis of the knowledge of the
improper information described above before that information was revealed to thé Company’s
shareholders. The information described above was proprietary, non-public information concerning
the Company’s current and future business prospects. It was a proprietary asset belonging to the
Company, which Zuckerberg, Breyer, and Thiel used for their own benefit when they sold and/or
directed their afﬁliaté funds to sell Facebook common stock.

96.  The Individual Defendants and Does 1 -25 further breached their fiduciary dutiesto
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the Company because their actions exposed the Company to lawsuits by investors alleging violations
of federal securities laws. As a direct and proximate result of the Individual Defendants’ and Does
1-25°s breaches of their fiduciary obligations, Facebook has sustained significant damages, as all'éged
herein. As aresult of the misconduct alleged herein, these defendants are liable to the Company.
97. Plaintiff, on behalf of Facebook, has no adequate remedy at law.
COUNT I
(Against the Individual Defendants and Does 1 -25 for Waste of Corporate Assets)

98.  Plaintiff incorporates by reference and realleges each and every allegation contained
aboVe, as though fully set forth herein.

99.  As a result of the Individual Defendants’ failure to implement adequate internal
controls to ensure that the Company’s Registration Statement was accurate, Facebook is now subject
to at least eight securities fraud class action llaw—suits_.. The Individual Defendants have caused
Facebook tb waste its assets by forcing it to defend itself in the ongoing litigation, in addition to any
ensuing costs from a potential settlement or adverse judgment,

100. In addition, the Individual Defendants have caused Facebook to waste its assets by
paying improper compensation and bonuses to certain of its executive officers and directors that
breached their fiduciary duty.

101.  Asaresult of the waste of corporate assets, the Individual Defendants and Does 1-25
are liable to the Company.

102.  Plaintiff, on behalf of Facebook, has no adequate remedy at law.

COUNT III
(Against the Individual Defendants and Does 1-25 for Unjust Enrichment)

103. Plaintiff incorporates by reference and realleges each and every allegation contained

above, as though fully set forth herein.

104. By the1r wrongful acts and omissions, the Individual Defendants were unjustly
enriched at the expense of and to the detriment of Facebook. The Individual Defendants were

unjustly enriched as a result of the compensation and director remuneration they received while
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breaching fiduciary duties owed to Facebook.

105. Defendants Zuckerberg, Breyer and Thiel sold and/or directed affiliates to sell
Facebook stock while in possession of material, adverse, non-public information that arfiﬁciélly
inflated the price of Facebook stock. As a result, Zuckerberg, Breyer, and Thiel, and their affiliates,

profited from their misconduct and were unjustly enriched through their exploitation of material,

| adverse inside information.

106.  Plaintiff, as a shareholder and representative of Facebook, seeks restitution from these
defendants, and each of them, and seeks an order of this Court disgorging all profits, benefits, and

other compensation obtained by these defendants, and each of them, from their wrongful conduct

and fiduciary breaches.
107. Plaintiff, on behalf of Facebook, has no adequate remedy at law.
PRAYER FORRELIEF
108. WHEREFORE, plaintiff, on behalf of Facebook, demands judgment as follows:
A. Against all of the defendants and in favor of the Company for the amount of damages

sustained by the Company as a result of the defendants’ breaches of fiduciary duties, waste of
corporate assets, and unjust enrichment;

B. Directing Facebook to take all necessary actions to reform and improve its corporate
governance and internal procedures to comply with applicable laws and to protect Facebook and its
shareholders from a repeat of the damaging events described herein, including, but not limited to,
putting forward for shareholder vote, resolutions for amendments to the Company’s By Laws or
Articles of Incorporation and taking such other action as may be necessary to place before
shareholders for a vote of the following Corporate Governance Policies:

¢ a provision to effectively control insider selling;

(2)  aproposal to strengthen Facebook’s oversight of its disclosure procedures, including
specific reforms policing improper selective disclosures;

(3)  aproposal to strengthen the internal controls within the Company in order to maintain

adequate checks and balances to ensure that the Board can effectively monitor defendant
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Zuckerberg’s actions, and prevent Zuckerberg from continuing to independently run Facebook as
a private company;

(4)  a proposal to strengthen the Board’s supervision of operations and deveilop' .'and
implement procedures for greater shareholder input into the policies and guidelines ofthe Board; and

%) a provision to permit the shareholders of Facebook to nominate at least three
candidates for election to the Board;

C. Extraordinary equitable and/or injunctive relief as permitted by law, equity, and state
statutory provisions sued hereunder, including attaching, impounding, imposing a constructive trust
on, or otherwise restricting the proceeds of defendants’ trading actiVitiés or their other assets so as
to assure that plaintiff on behalf of Facebook has an effective remedy;

" D. Awarding to Facebook restitution from defendants, and each of them, and ordering
disgorgement of all profits, benefits, and other c&)r‘nbenshation' obtained by»;lﬁéfendants, including all
ill gotten gains from the Insider Selling Defendants;

E. Awarding to plaintiff the costs and disbursements of the action, including reasonable
attorneys’ fees, accountants’ and experts’ fees, costs, and expenses; and

F. Granting such other and further relief as the Court deems just and proper.

JURY TRIAL DEMAND

Plaintiff hereby requests a trial by jury.

SCHWARTZ & ASIEDU, Lawyers

Kwasi A. Asiedu, Esq.
Attorneys for Plaintiff, Rock Southward

Dated: July 6, 2012
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Dated: July 6, 2012

Kwasi A. Asiedu _ D=y AN
P sand

[Type or Print Name] _ [Signature of\Party or Attorney For Party]
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NOTICE OF CA¢ Eg%ifm‘ CONFERENCE
SAN ﬂfﬁ,’i‘i&i@ COUNTY

Rock SouthiMay 4 ;P%a

.
Case No. {@

U0 9 2012

VS.

Clork of zhe.Superiér Court

Date: //’/&Qé?'//&
'»-"i‘ Time: 9:00 a.m.

M’k ’/\ 'P. ZUQI(Wb @B ' & ‘4{L/ Dept. _ﬁ7~ on Tyes

5

R

& Thursday
& Friday

Dept. - ongWednesday

You are hereby given notice of your Case Management Conference. The date, time and department have been written
above,

1. In accordance with applicable California Rules of Court and Local Rules 2.3(d)1-4 and 2.3(m), you are hereby
ordered fo: _

a.  Serve all named defendants and file proofs of service on those defendants with the court within 60 days
of filing the complaint {CRC 201.7).

b. Serve a copy of this notice, Case Management Statement and ADR Information Sheet on all named
parties in this action,

¢. File and serve a conipleted Case Management Statement at least 15 days before the Case Management
Conference {CRC 212(g)). Failure to do so may result in monetary sanctions.

d. Meet and confer, in person or by telephone, to consider each of the issues identified in CRC 212¢H no
later than 30 days before the date set for the Case Management Conference. '

2. If you fail to follow the orders above, you are ordered to show cause why you should not be sanctioned, The
Order To Show Cause hearing will be at the same time as the Case Management Conference hea ring.
Sanctions may inclnde monetary, evidentiary or issue sanctions as well as striking pleadings and/or
dismissal.

- Continuances of case management conferences are highly disfavored unless good cause is shown.

- Parties may proceed to an appropriate dispute resolution process (“ADR”) by filing a Stipulation To ADR
and Proposed Order (see attached form.). If plaintiff files a Stipulation To ADR and Proposed Order electing to
proceed to judicial arbitration, the Case Management Conference will be taken off the court calendar and the
case will be referred to the Arbitration Administrator, If plaintiffs and defendants file 2 completed stipulation to
another ADR process (e.g., mediation) 10 days prior to the first scheduled case management conference, the
case management conference will be continued for 90 days to allow parties time to complete their ADR session.
The court will notify parties of their new case nranagement conference date. »

- If you have filed a default or a judgment has been entered, your case is not automatically taken off the Case
Management Conference Calendar, If “Does”, “Roes™, etc, are named in your complaint, they must be
dismissed in order to close the case. Ifany party is in bankruptey, the case is stayed only as to that named party.

6. You are further ordered to appear in person* (or through your attorney of record) at the Case Management Conference

noticed above. Youmust be thoroughly familiar with the case and fully authorized to proceed,
The Case Management judge will issue orders at the conclusion of the conference that may include:
a. Referring parties to voluntary ADR and setting an ADR completion date;
b.  Dismissing or severing ciaims or parties;
c. Setting a irial date,

8. The Case Management judge may be the trial judge in this case.

o

N=N

()

™

For further information regarding case management policies and procedures, see the court’s website at
wwiw sanmmalteocoust,org.

* Telephonic appearances at case management conferences are available by contacting CourtCall, LLC, an independent
vendor, at least 5 business days prior to the scheduled conference (see attached CouriCall information).
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PLAINTIFFIPETITIONER:
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DEFENDANTRESPONDENT: ’ !
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f CASE MANAGEMENT STATEMENT CASE NospER; !
{(Check one): [ UNLIMITED case LT umiTep case i
; {Amount demanded {Amount demanded s 325,000 !
f excesds $25,000) or lzss)
WWWM‘_MWMMAM%M%MMVMMMMW
z ACASE MANAGEMENT CONFERENGE is scheduled as follows: {
i Date; ' Time: Depi.; Div ¢ Room,;

J Address of count fif different from he address above )

|

] Motice of Intent to Appear by Telephone, by {name):
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INSTRUCTIONS: All applicable boxes myst be checked, and tha specified information must be provided,
1. Party or parties {answer ongj:
a. :::} This statement js submitied by party {name},
i 1 B 3 o a . . .
b {3 This statemeant is submitted joingly by parties {namesj

2. . Complaint and eress-complaint (lo be answareg by plaintifts and CrOsS-complainants only)
a. The complaint was fied iy {date):
o 27 The cross-complaint, if any, was filed o (Gaie):

3. Service fin be answered by plaintiffs and Cross-complainants crily)
a [ All parlies named in the complaint and Cross-complaint have haen Sarved, have appeared, or have baen
b, [T The following parties nEmed in the comiplaint o ¢ oss-complaint
[ have nol Beer servad {Specify names and explain why not);

@ [ nave been served bt have not appearsd and have not been dismissed {speciy names):

@y [ heve had a defay

tentersd against them (specity names);

< E_:uj The following addifinno! raesiae e,
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PLAINTIFF/PETITIONER: CASE R
DEFENDANT/RESPONDENT:

30, ¢ Indicete the ADR process or process
have already panicipated in {O‘ k 51

3 that the party or parties are witling to participate in, have agresd o paricatain, or
Hthat apply and provids the specified information);

‘The parly or parties completing | If the panly or parties completing this form in the case have agreed o

io m are wﬂlmg to participale in or have already compleiad an ADR process or OIOCasEes,
le inthe following ADR | indicats the stalus of the processes fatiach a copy of the pasies’ ADR
$56% (Check alt thal apply). | stinulation):

Mediation session nof yel scheduled
- Wediatlon session schadided for {dafe):
{1} Madiation

Agreed to complete mediation by {date).

Mediation completed on (dafe):

Setilement conference not yel scheduled

Settlement conference scheduled for {dafe):

(?} etilernent -]

canference Agreed to complete settlement conference by {dafe):
Settlernent conference completed on {dafe):
Nautral evaluation rot yet schaduled
Lo - Neutral evalustion scheduled for (date):
{3y Neuiralgvaluation

Agreed to complete neulral evaluation by {date);

Neulrel evaluation completed on (dats):

Judicial arbifration not yet scheduled

DDD DDDB jooojoooo|oooo|uoo

(4) Nonbinding judicial }::} Judicial arbltration scheduled for {date):
S T N ! P ; s 5
arbitration Agreed 1o complete judicial arbitration by (dale):
Judicial arbitration completed on {date):
Private arbilration not yel schaduled
ate Srab s pove] [efmfats
(5) Binding privete E:] Private arbitration scheduled for {dafel:
arbitration Agresd o complele privale arbilration by {dafey:
Private arbitration completed on {dale):
ADR session nol vet scheduled
- ADR session scheduled for {date):
8y Diher (specifyy
Agreed 1o complels ADR session by {date):
77} ADRcomplated on (date)
2a 0 ey July 1, 2014 Pagedols
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<. issues Wi 2 {explain

Z ag e thal may affect the cot ud's i
Bankrupley T ower {spaciyl

. Retated case , consolidation, and coordination
a L 1Tk Qw srg companion, underlying, OF refated cases.

Tt

(1) Name of case
Ea 2E] s:}f cot

aseribed in Attachment 13a.
cansulidate 71 coordinate wili be filed by (name partvl:

,{_\.

'Wy or partiss intend to file 2 rotion for an order bfurcating, savering, of coordinaling the foliowing issues
sian {specify moving pady, type of mcbm and rea%n&,

4, Other motiong

Jore

{78 The parly or parties expect 0 fite the following motions befare triat (specify moving party, iype of mo

16, Discovery )
srly of parlies have completed all discovary,

Howing discovery wilDe completed by the dete specified (des
Degcription

nlicipaied diacaveryl

i ‘Czl‘ial’:’ﬂ are

g digcovery issuss, inchuding issues regarding the discavery of el

i
278
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PLAINTIFFIPE T ONER: CASE NUMBEER

DEPENDANT/RESPONDENT:

17. Economic litigation
a. {1 This is & limited civil case (ie., the a cuwi demanded is $25.000 or k¢
of Civit Procedure sections 90-88 will apply o ihis case.
511 This is & limited civil case and g motien to withdraw the case from
discovery will be filed (if checked, explain spacifically w h) ONen
should not apply to this cagse):

P at

or addifional
2y of Hial

it the gconomic litigation procedures o
we litigation procediures re!afmgf chise

18, Other issues

[T The party or parties raquest that the follawing add #onal matters be considered or determined al the cass manags
conference (specify):

ent

1. MeM and confer

a. | The perly or parfies have met and conferred wilth all parties ort all subjects raquirad by rule 3.724 of the Califormia Rules
-of Court (if not, explain}

b, Afler mesiing and confersing as required by rule 3.724 of the California Rulas of Court, the parties agree on the folowing
{specifyl:

20. Total number of pages attached (7 any}:

Fam completaly © smiliar with this case and wilt be fully prepared o discuss the sfalus of discovery and alternative dispule resclution,
as well as oiher issues raised by this statement, and wilt possess the authority lo enter into sl pul' ations on thesa Wues atthe time of

the case management conference, including the written aut tharily of the party whare required,

Date:

{FYPE OR PR RAME} {RGNATURE OF PARTY OR

p

{TYPE QR PRIT BARE] ¢

URE

[ Additional signatures ars atiached,

Ths 140 (i Jugy 3,

I
2
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Superior Court of Californis, County of San Mateo

CHAPTER 2. CIVIL TRIAL COURT MANAGEMENT RULES
PART 1. MANAGEMENT DUTIES

Rule 2.2 Trial Court Manacement
[ e s )

Reference CRC, rules 3.700,3.710-3.713, 10.900, 10,901
{Adopted, effective fanuary |, 2000y (Amended, effective J amuary 1, 2007

PART 2. CASEFLOW MANAGEMENT

- Rule 2.3 New Case Management

This rule applics to all ¢ivil cases with the exception of the following: (1) juvenile coun matters;

(2) probate matters; (3) family Javw matters; and (4) civil cases which, based on sy bject matter, have been
assigned to a judge, or to more thay one judge, for all purposes. For rules applicable to these exceptions,
see CRC 220, 2.30, 2.570-2.573, 2.585, 2.810-2.819, 2.830-2.834. 3.650, 3.700.3.733, 39203927,
3.1370, 3.1380-3.1385, 3.1590-3.1591, 3.1806, 5,390, 10.900-10.901, 10919, 10.850-10,933,,

(@)

®

Purposes and Goals

The purposes and goals of the San Mateo Superior Court Civil Case Managenient System
effective January 1, 1992 are-

ey To manage fairly and efficiently, from commencement to disposition, the processing of
civil litigation.

2 To prepare thé bench and bar for full implementation of the Trial Court Delay Reduction
Act (A.B. 3820) on July 1, 1992; and

3 To encourage parties to agree to informal discovery carly in the life of the case, to use -
standard form interrogatories and to promote alternative dispute resolution, Nothing in these
rules is intended to prevent the parties from stipulating to an earlier intervention by the court by
way of a case mafzagement conference, settlement conference or any other intervention that scems
appropriate, '

(4) In accordance with Sections 3.710-3.715, 10.900, 10.901 of the California Rules of
Court, Local Rule 2.3 is adopted to advance the goals of Section 68603 of the Government Code
and Section 2.1 of the Standards of Judicial Administration recommended by the Judicial

-

Council.
Team concept

Beginning January 1, 1994 civil litigation wil{ be managed primarily by a team of two program
Jjudges. :

The clerk will assign the case to a prograin judge at the time the complaint is filed. The case shall
be managed by the assigned program Judge until disposition or watil the case 15 assigned to g frial
departiment.

Div i1 - Rules ’ 201 Revised 141/2¢17
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¢ Conrt of Califarnis, County of San Muteo

Cases filed after July 1, 1992

Upon the filing of o complaint after July 1, 1992, the case shall be subject to all of the civil gase
management sysfem rules set forth below. Cases filed before July 1, 1992 shall also be subiect to
these rules except for subsection (d) (Filing and service of pleadings; exceptions).

Filing and service of pleadings; exceptions.

{1y Complaint: Escept as provided in paragraph 5 below, plaintiff shall within 60 days afier
fiting of the complaint serve the complaint on each defendant along with:

(A)  Ablank copy of ihe Judicial Council Case Management Statement;
(B A copy of Local Rule 2.3;
(] The Notice of Case Management Conference.

If a matter has been submitted to arbitration purduant fo wminsured motorist
insurance, the plaintiff shatl file a sotice to that effect with the court at he time of flmg
the complaint, or at the time the matter is submitted. The notice shall include the name,
address and telephone number of the insurance company, along with the claim number or
other designation under which the matter is being processed.

{2) Crogs-complaint: Exceptas provided in paragraph (3) below, cach defendant shall within
30 days after answering the complaint file any crosscomplaint (within 50 days if compliance
with a governmental claims statuie is a prerequisite to the cross-complaint) not already served
with the answer wnder Code of Civil Procedure section 428.30 and serve with that cross-
somplaint: : :

{A) A blank copy of the Judicial Couneil Case Management Statement;

Callat

&) A copy of Local Rule 23
{Cy The Motice of Case Management Conference,

3 Responsive pleadings: Except as provided in paragraph 5 below, each party served with
a coraplaint or cross-complaint ghall file and serve a TESPONSe within 30 days after service. The
parties may by written agreement stipulate to one 15-day extension to respond 10 2 complaiat or
oross-complaint.

If the responsive pleading is a demurrer, motion to strike, motion to quash service of
process, motion for a change of venue of a motion {0 stay o dismiss the case on forum non
conveniens grounds, and the demurrer 35 overruled or the motion denied, a further responsive
pleading shall be filed within 10 days following notice of the ruling unless otherwise ordered. If
s demurrer 5 sustained or a motion fo strike is granted with leave to amiend, an amended
complaint shall be filed within 10 days following notice of the ruling unless otherwise arderad.
The court may fix a time for filing pleadings responsive 1o such amended complaint.

4 Proofs of service: Proofs of service must be filed at least 10 calendar days before the
case management conference.

Exceptions for longer periods of time to serve or respond:

o~
n
o
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Superlor Court of Califormin, Couvaty of San Mateo

(Ay  Time to serve may be extended for good cause: Upor ex parie application to the
court, in compliance with Californic Rules of Court 3.1200 —3.1206, within 60 days of
the date the complaint was filed. plaintiff may obtain an extension of time fo serve 10 a
date on or before the case management conference, if good cause is shown by declaration
of counsel (or plaindiff filing in propria persona). An additional extension of the time to
serve (an initial extension if the application is by & cross-complainant) may be obtamed
upon written application fo the court upon good cause shown before the prior extension
hag expired. The filing of a timely application for an extension will automatically exiend
(e time to scrve by five days, whether or not the application is granted.

Good cause will be found if the declaration shows that the action is filed against
a defendant who is an uninsured. motorist, and  the . plaintiff's. claim is subject fo an
arbitration provision in plaintiff's contract of insurance, In determining good capse in
other cases, the court will give due cousideration (o any standards, procedures and
policies which have been developed in consultation with the bar of the county through the
bench-bar trial court delay commiltes.

(B Additional extension of time if \minsured motorist arbitration is pending. In
addition to any extension of time obtained pursuant 10 subsection (S}(A) ebove, if an
uminsured motorist arbitration is still pending between plaintiff and plaintiff's insurance
carrier 30 days prior to the expiration of the extension, plaintiff may obtain an additional
extension of time by an ex paite application supported by a declaration showing the
scheduled or anticipated date of the arbitration hearing and the ditigence of plaintiff m
pursuing arbitration.

() Time to respond may be extended for good cause: Before the time fo respond
has expired, any party served with a complaint or cross-complaint may, with notice to all
other parties in the gotion, make ex parte application to the court upon good cause shown
for an extension of time to respond, The filing of a timely application for an extension
will automatically extend the time 10 respond by five days, whether ot ot the application
is granted.

Case management conference

{n Date of conference: Unless the parties stipulate in writing and the court orders that the
case be earlier referred 0 arbitration, a case management conference will be set by the clerk at the
fme the complaint is filed. (Government Code 68616)

(2) Atendance at the case management conference is mandatory for all parties or their
attorneys of record.

(3) Plajnfiff must serve the Notice of Case Management on all parties no later than 30
calendar days before the conference, unless otherwise ordered by the Court.

{# The Court will deem the case (0 be at-issue at the time of the conference (Reference:

CRC 3.714(a)) absent a showing of extraordinary clrcumstances.

{8) The conference wmay be set at an carlier date by order of the Courl or by written
stipulation of the parties.

(6) Designation of trial counsel: Trial counsel and, except for good cause shown, back-up
tvial counsel, must be specified at the case management conference. If such counsel is not
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specified, relief from the scheduled trial date may not be obtained based upon the ground that
counsel is engaged elsewhere,

D

Conference orders: At the initial conference, the program Judge will make appropriate

pre-trial orders that may include the following;

Divl - Rules

(A An order referring the case fo arbitration, mediation or other dispute resolution
process;

By Anorder transferring the case to the limited jurisdiction of the superior cowrt,
) An order assi guing a trial date;

(I An order identifying the case as one which may be protracted and deterniining
what special administrative and judicial attention tnay be appropriate, including
special assignment;

(Ey An order identifying the case as one which may be amenable to early settlomen;
or other alternative disposition technique;

D) An order of discovery; including but not limied 1o establishing a discovery
schedule, assignment 19 4 discovery referee, andfor establishing a discovery gut-
off date;

(G An order scheduling the exchange of expert witness information:

() An order assigning g mandatory setilement conference date pursuant 1o Local
Rule 23¢k) and 24 and

H Other orders to achieve the interests of justice and the timely disposition of the
case, :

CourtCall Telephonic Appearances
(A} Reference CRC, Rule 3.670

(B Procedure. T elephonic appearances through the use of CouriCali, an independent
vendor, are permitted at case management conference hearings. A party wishing to make
a telephone appearance must serve and file a Request for Telephone Appearance Form
with CourtCall not Jess than five court days prior to the case management conference
hearing. Copies of the Request for CourtCall Appearance form and accompanying
information sheet are available in the Clerk's office. There is 1 foe 1o parties for each
CourtCall appearance and fees are paid directly to CourtCall, CourtCall will fax
confinnation of the request to parties,

1L On the day of the case inanagement conference hearing, counsel and partiecs
appearing by CourtCall must check-in five minutes pricr fo the hearing,  Check-iny i
accomplished by dialing the courtroom’s dedicated toll-free teleconference number and
access code that will be provided by CourtCall in the confirmation. Any attorney or party

calling afler the check-in period shall be considered late for the hearing aud shall he
treated in the same manner as if the person had personally appeared late for the heariy g
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Superior Court of Californiz, County of San Mateo
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)

(D) At a case management conference, parties may be referred (o an appropriale
dispute resolution ("ADR”) process (e.g., mediation, binding arbitration or ncutial
cvaluation). If parties are referred ADR, they must redial the dedicated toll-frec
teleconference number immediately following their case management conference
appearance and use a second CourtCall access code to telephonically appear at the ADR
referral meeting with ADR staff. If a case s been referred to ADR, a party’s case
management conference appearance is not complete untl they have also telephonically
appeared at the mandatory ADR referral. If parties are referred to judicial arbitration,
they do not have to appear at the ADR referral,

Case Manageraent Statement

At least 15 calendar days before the scheduled case management conference, each party shall file
with the court and serve on all other parties a completed Judicial Council Case Management
Statement, If the case is set for further case management conference hearing(s), all parties must
file npdated Case Management SQtatements 15 (fifteen) calendar days prior to the scheduled
hearings(s). ‘

Appropriate Dispute Resolution, ADR, Policy Statement

The Court finds it is in the best inferests of parties to litigation to participate in appropriate
dispute resolution procedures, including but not limited to mediation, neufral evaluation, private
or judicial arbitration, voluntary settlement conferences, and the use of special masters and
referees. Therefore, all pariies shall stipulats to, or be referred to, an appropriate form of dispute
resolution befare being set for trial, unless there is good cause to dispense with this requirement,
Parties are encouraged to stipulate to judicial arbitration or ADR prior to the case management
conference.

Stipulations to Arbitration

H Ifthe case is at issue, and all counsel and cach party appearing in propia persona stipulate
in writing to judicial arbitration prior fo the case management conference, discovery will remain
open following judicial arbitration. A written stipulation to judicial arbitration must be filed with
the clerk and a copy immediately sent fo the Master Calendar Coordinator at least 10 calendar
days before the case management conference in order 1o avoid the need fo appear at that
conference. A written stipulation 10 arbitzate will be deemed to be without a timit as o the

amount of the award unless it expressly states otherwise.

() it is the polioy of this court 10 make every effort to process cases i 2 timely manner.
Partics who elect or are ordered b the conrt 1o judicial arbitration must complete the arbitration
hearing within the time frame specified by the court.

Parties who wish to continue the arbitration hearing after the jurisdictional time frame
qiust submit a court provided form entitled “Ex Parte Motion and Stipulation for contintance of
Judicial arbitration Hearing,” Partics can obtain a copy of the form by contacting the court’s
judicial arbitration administrator [See Local Rule 10.1(d)(1)]. Continuances without adequate
grounds will not be considered. A case management judge will either grant or deny the request

for continuance. If the request is denied, the case may be assigned a trial date. If the request is
granted, the judge will impose a new deadline by swhich the arbitration must be completed.

3) Parties who wish fo change their eleciion from judicial arbitration (o another form of
ADR must file a “Stipulation and {Proposed} Order to [Mediation, Neutral Evalnation, efc.] in
Lieu of [Court-Ordered] Judicial Arbitration” with the Clerk of the Court. The Stipulation must
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Supenor Court of Catifornds, County of San Mateo
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state that parties have: (i) notified hoth the judicial arbitration and ADR coordinators; (i)
cancelled the judicial arbitration hearing: (i) scheduled the ADR session within five monthg of
the previously scheduled Judicial arbitration hearing; and (iv) stipulated to a trial date, which is
not maore than six months from the previously scheduled judicial arbitration hearing,

Stipulations ta Private ADR

hH If & case is at issue and all counsel and each party appearing in propria persong stipufate
m writing fo ADR and file g completed Stipulation and Order to ADR with the clerk of the court
at least ten (10) calendar days before the first scheduled case management conference, that
conference shall be continued 90 days. The court shall notify all parties of the continued case
management conference,

% If counsel and each party appearing in propria persona are unable to agree upon an
appropriate ADR process, they shall appear at the case management conference.

(33 Following an appearance gt a case management conference hearing, parties shall, within
21 calendar days > file 2 completed Stipulation to ADR and Proposed Qrder identifying the name
of the ADR provider, date of ADR session and the names of those who will be in atiendance ai
the ADR session. The completed Stipulation to ADR and Proposed Order shall be filad with the
caurt by plaintiff’s counsel. The parties, through counsel, if represented, shall confer with the
cowrt’s Multi-Option ADR Project (M,A.P) staff if they cannot agree on a provider, Plaintiff's
counsel, shall additionally, sead a copy of the completed Stipulation to the court’s M.A P, offices
within the same 21day period.

4 All parties and counse! shal] participate in the ADR process in good faith,

{3 To maintain fhe quality of ADR services the court requires cooperation from all parties,
counsel and ADR providers in completing ADR evaluation forms, and returning these forms o
the M.AP. offices within 10 calendar days of the completion of the ADR process.

{6} ADR Program Complaint Policy If mediation session Participants have a concern about
the mediation process or the conduct of a mediator affiliated with the court’s program, the court
encourages them to speak directly with the mediator first. In accordance with California Rules of
Court §3.865 et seq., parties may also address written complaints, referencing the specific Rule of
Court allegedly violated, to the Court’s Civil ADR Program Coordinator, (For complete
complaint prosedure guidelines, see court web site: wWWw sanmateocowt orefadr/civii)

RASARMLEY

(7 In accordance with the Code of Civil Procedure, section 1033.5(e)(4), the coust, in its
discretion, may allow the prevailing party at trial the fees and expenses of the ADR provider,
unless there iz a confrary agreement by the parties.

Setting Short Cause Matters

If the parties agree that the time estimated for trial is 3 hours or lesg prior 1o the conference, a
written stipulation shall be filed at least 10 calendar days before the case management conference
in order to avoid the need {0 appear at that conference and a copy immediately sent to the Master
Calendar Coordinator. In the absence of a stipulation, either party may file a motion to have the
matter designated a “short cause” and set the case accordingly. Al such matiers shall be
presumed short cause unless the contrary is established at the hearing on the motion,

Law and Motion
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All law and motion matters shall be heard by the regularly assigned Law and Motion judge.
¢y Settlement Conferences

All cases not assigned to arbitration or some other dispute resofution mechanism will be assigned
wo settlement conference dates, the first of which will be at the earliest practicable date uader
the circumstances presented by the case, and the second within approximately two

weeks prior to the assigned trial date.

Cases assigned to arbitration or other form of ADR may be subjected to a setilement conference
prior to the arbitration or ADR process, but will be assigned to a pre-trial setlement conference
only if the arbifration/ ADR procedure fails to resobve the case, :

All cases which fail to resolve by the trial date will be subject to an additional settlement
conference on the trial date.

Al settlement conferences shall be subject to the requirements specified in Local Rule 2.4
(m)  Sanctions

Sanctions pursuant to CRC 2.30 shall be imposed for any violation of the civil case management
system rules. The ainimum sanction imposed shall be $150.00 payable to the court, sanctions
payable to the court may be larger where appropriate and will be in addition to appropriate
attorney fees and calendar changes, including any appropriate change in calendar status of the

action.

Sanctions mandated hercby mey be waived by the judge condneting the conference orly upon &n
application showing good cause why sanctions should not be imposed.

{Adapted, cffective July L, 1996 Amended, cffective Janunry 1,2000) {Amended, effective Janvary 1, 2003)
tAamended effective July 1, 2003) (Amended, effective January 1, 2003¥Amended, effective Januwary 1, 2006)
{Amended, effective lanuary 1, 2007) (Amended, effective January 1, 2010)

Rule 2.3.1 Orders to Show Cause re: Dismissals

(a) A hearing on an order {o show cause why the case should not be dismissed for failure to prasecute
the matter shall be set at the two year anniversary of the filing of the complaint and/or cross-complaint.

(b) An order to show cause hearing shall be set 45 days after court’s receipt of notice of settlement.
(¢ An order to show cause hearing regarding dismissals may be set by the court to achieve the

interests of justice and the timely disposition of the case.
(@ An order to show cause hearing re: failure to complete judicial arbitration within the court-
ardered time frame may be heard during the case management calendar, Sanctions may be imposed and a

trial date may be assigned.

{Adopted, effective January 1,2000% (Amended, effective January 1, 2003) Amended, effective Janusry 1, 2006}

Rule 2.4 Seitlement Conference

Reference: California Rule of Court, rule 3.138.
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Civil Appropriate Dispute Resolution (ADR) Information Sheet
: Superior Court of California, San Mateo County

Approprizie Dispute Besolution (ADR} is a way of solving fsgal problems withoul going fo irial. All
wpes of disputes can be resolved through ADFL The Court encolirages you (o use some form of ADR
pefore you proceed to trial The mosi popular form of ADR is mediation. The Muli-Option ADR Project
can help you choose the option that is best for your case and refer yoil to an experienced ADR
provider,

wWhat are the Advantages oi Using ADRZ

Faster - Tradiional litigation can fake years to compieie bul ADR usually takes
5 oy monihs.

< Cheaper — Parlies ¢an save on altorneys’ fees and litigation cosls.
Al More control & flexibility — Parties chouss the ADR process rnost appropriate for their casa.

e Cooperative & less stressful — In madiation, parties cooparate to find 2 mutually
agreeable solution 1o stheir dispute,

What are the Disadvantages of Using ADR2

0 You may go to Court anyway —~ f you can't resolve your case using ADR, you may st
hava 1o spend time and mongy on your fawsuit. '

o Not free - The neutrals charge fegs {except in judicial arbitration), but you may qualify
for financial ald.

Are Thete Different Kinds of ADR?

s Mediation - A neutral person {meadiator) helps the parties communicale, clarify facts,
idaniity legal issues, explore cetflernent options and agree on a solulion that is acceptable to all
sicdes.

«  Judicial Arbitration ~fs an informal hearing where aneulral person {arbitrator} reviews
the evidence, hears arguments and makes & decisidy on YOUr case. in non-binding judicial
arbitration, parties have the right to reject the arbitator's decision and proceett 1o trial, For mora
wtermation regarding judicial arbitration, please see the attached sheet or call (650) 363-4B986.
e« - Binding Arbitration - The paries agree ahead of time o actept the arbitrator's decision
a5 inal, Partiss who choose hinding arbitration give up theit right 1o go to Coutt and their right 1o
appeal the arbitralor's decision. -

e Neutral Evaluation - A neutral person {evaluator) listens 10 Ihe parties, asks them
quastions gbowt their case, reviews gvidence and may hear winess testimony. The evalua

helps the parties idantify the miost impodant logal issues in their case and givas them an an ysts
of the strangths and weaknesses of each side's case. Spacial neutral evaluation guidelines are
avaiiable on the Gourt’s website at v sanmateocourt orafadr.

& getilement Conference ~ Although similar to mediation, 1he neulral (a fdge) may take
mare controd in snoouraging parties 19 seftle. Settlemant conferences take place sl he
courthouse, All cases have a mandatory settiement conference approximately 2-3 weeks before
the irial date. oo ’ :

Fage 1ot d




How Does Yoluntary Mediation/Neutral Evaluation Work in San Mateo County?

person who files the lawsult
the complaint when serving the def

the plainéfl) must include this ADR Infermation Shest
Enis in the sase.

Adf the pariies in your case vall ment with a Judgs at your first Case Managemmnt
Conferance (CMC), which is scheduled within 120 days of the filing of the complaini, The judge
peak 1o you about your voluniary ADR options, encourage you 1o participale in ADR and ask

L

okt mest with Cowrt ADR staff,

wil

¥

od $31

i you and the parlies decide 1o use ADR, Local Rule 2.3{i}{3) states that you must fils a
Slindation and Order o ADR with the Court Clerk's Office. This {orm iets the Caurt know both
whom ve sefected as your ADR neutral and the dats of the ADR session,

=

i *fou ard the other parties can find your own ADR nsutral for the case of use § neutral
wha is on the Qourt's ADR Pansl,
& For a hst of Court ADH neutrals an
yww.sanmaleocourtorgiadr, (Go 1o “Clvit
List" and click on any provider’s name.
o i you dacide {0 do ADR and file a Stiputation and Ordsr to ADE at least 10 days before
vour first CMG, the Court will postpone {continue) your first CIG for 90 days to aliow the parties
time 10 resolve the case using ADR. The Cleriis Office wil send you a notice with your new
GMO dale.
e Within 10 days of completing ADR, you and your lawyer (if you have one) must il out
either an Evaluation By Attornays or Client Evaluation and mail or fax it to the ADR offices at
400 County Center, Courlroom 2F, Redwood City, CA 94083 {550} 59¢-1754 (fax). i

thelr resumes, visit the Court's website &1

d
ADR Program,” "Civit ADR Program Panelist

Do | Have 1o Pav to Use ADR?

@ Yes. You and the ather parties will pay the ADR neutral directly. However, you do not
have to pay the Court for either judicial arbitration of for tha mandatory settlement conference
thal is scheduled before your trigl.

t1o have dilticulty paying the ADR grovider's fee, ask the ADR Coardinatar
ication, You will nesd to il out this application 1o determine whether or nol

in San Mateo County, parfies also can take thelr case to the communily mediation erganization, the
Peninsula Contliet Hesolution Center {'PCRC"), and have their case mediated by PCRC's panst of

* trained and experfenced voluntesr mediatars, T learrs more about programs and fess, contact
PUGRC's Manager of Madiation Programs at {850} 513-0330,

For more information, visit the court website at www sanmateecourt. org/adr or conlact tha
Multi-Opticn ADR Project: 400 County Center, Courtroom 2F, Redwood Cily, CA 94063
(650) 5991070, {650) 363-4148 / fax: {6501 599-1754

shilion farmation Sheet
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Juclicial Arbitration, ong of the available Appropriate ispute Resofution [ADR] options, ciffers from
cther oofians in that it is usualy court-ordered, unless the panies agreg o it

What are the Advantages of Using Judicial Arbitration?

& Free -Partios to not have o pay for ihe arbitrator's fee.
o Fast -Pariios are usually given 120 days from the dage of the Case Management

Cenference (CNIC) te have their cage

.«d by Ihe appointed arbiirator.,

<0 Informal -The hearing is conducied by an arbitcator who issues an award. (Arbirators
are usually atloimeys Wh praciice of have practiced in San Mateo County.)

what are the Disadvantages of Using Judicial Arbitration?

e The avard issued by the asbitrator is not always binding {unless the parties stipulated
sthervise). I any parly requesls a trial within 30 days of ihe award, the award becomes void
and the case continuss on 1o trial.

How Does Judicial Arbitration Work in San thateo County?

<0 During vour first CMG hiearing, the judge may decide to order you to judicial athitration,
Vou will then receive instructions and a proposed list of arbiiralors in the mail.

3 Parties also may agrae to judicial arbitration by fling a Stipulafion and Order to ADR
forn at least 10 days belore the firsl GG, The CMC clerk will then vacate your GMO hearing
and send the case 1o arbitration. The paties will receive instrugtions and 2 propossd list of
arbitrators i the mail,

oL partias can stipulate (agrae} lo an arbitrator on 1he Cowd’s Judicial Arbitration Panel
sl Otharwise, proposed names of arbitrators will be sent to the pariies.
% For a list of arbitrators, their resumes, and other intormation, visit the Cowts
website at mw«sanmaieacourt‘orq@g_ij, {Golo «Judiciat Arbitralion Program,” “ hudicial
Arbitration Panelist List” and click an the arbitralor's name. To view the arbitrators by
sublect matter, glick on « judicial Arbitration Panelists by Subject Matter.”)

< Alter the arbitration hearing 19 held and the arbitrator issues én award, the parties have
30 days 1o um down/reject the award by fiing a Trial de Novo funtess they have stipulated that
the award would be binding).

@l If $he pariies reject the award and request a Triat de Novo, the Gourt wil send out
notices to the parties of the Mandatory Seitlement Conference date and the gl dale,

e Following your arbitration hearing, you will also reeeive an evaluation form ta be filed out
and returnad to the Arbitration Administrator.

Fotr more infor'mation., visit ihe court website at www.sanmateocourt.orgiadr or conlact
Judicial Arbitration: 400 County Center, First Floor, Redwood City, CA 94063, Phone:
{8503 253-4896 and Fax: {650} 365-4897

fage Batd
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ADR Stipulation and Evaluation Instructions

In accordance with Local Rule 2.3()(3), all parties going to ADR must complete a Stipulation and Order

i ADR and file it with the Clerk of the Superior Court. The Office of the Clerk is located at:
Clerk of the Superior Court, Civil Division
Superior Court of California, County of San Mateo
400 County Center
Redwood City, CA 94063-1655

There is 1o filing fee for filing the stipulation. An incomplete stipulation will be refurned © the parties by

.

the Clerk’s Office. All stipulations must include the following:

Original signatuzes for all atorneys (and/or parties inpro per);
The narae of the neutral;

Date of the ADR session; and

Service List (Counsel need not serve the stipulation on parties).

ogoo

Parties mutually agree on a neutral and schedule ADR sessions directly with the neetral. If parties would
like a copy of the court’s Civil ADR Program Panelist List and information sheets on individual panelists,

they may visit the cour’s website at mgmg@nmazeocgurt,orgggg.

i e

T¢ Filing the Stipulation Prior to an Initial Case Management Conference
To stipulate to ADR prior to the initial case management conference, parties must file a corapleted

stipulation at least 10 days before the scheduled case management conference. The clerk will send notice
of a new case management conference date approximately 90 days from the current date to allow time for

the ADR process (o be completed.

If Biling Stipulation Following a Case Management Conference

When parties come {0 an agreement 4t 4 Cas6 management conference 1o stilize ADR, they have 21 days
from ihie date of the case management conference to file a Stipulation and Order to ADR with the coust
[Local Rule 2.3 (i3}

Post-ADR Session Evaluations

Tocal Rule 2.3(i)(5) requires submission of post-ADR session evaluations within 10 days of completion
of the ADR process. Evaluations are to be filled out by both attoraeys and clients. A copy of the
Bvaluation By Attorneys and Client Evaluation are attached to the Civil ADR Program Panelist List or
can be downloaded from the court’s web site.

Non-Binding Judicial Arbitration

Narnes and dates are not needed for stipulations to judicial arbitration. The Judicial Arbitraion
Administrator will send a list of names O parties once a stipulation has been submitted. The Judicial
Arbitration Administrator Can he contacted at (650) 363-4 896,

For further information regarding San Mateo Superior Court’s Civil ADR and Judicial Arbitragon
Programs, visit the Court’s website at },&-’ww,sanmmeocour"z_,gi_'g;’ adr or contact the ADR offices at {650}
599-1070,

ADRA 3o 145



Altorney or Party without Aftoyney (Name, Address, Telepbone, Fax,

State Bar membership number):

Clourt Usa Only

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN MATEO

Hall of Tustice and Records
400 County Center
Redwood City, CA 04063-16535 (6503 363-4711

Plaintifiis):

Case number:

Defendani(sy:

Cuorrent DMC Dater

STIPULATION AND ORDER TO APPROPRIATE DISPUTE RESOLUTION

Plaintiff will file this sipulation with the Clerk’s

Office 10 days prior toor 3 weeks following the first

("ase Management Conference unless directed otherwise by the Court and ADR Dirgctor [Local Rule

2.3i)%3)]. Please attach a Service List.

The parties hereby stipulate that il claims in this action shall be submitted to (select onel

-4 Voluntary Mediation
[ Neutral Bvaluation

] Non-Binding Tudicial Arbitration CRC 3.810

Case Type:

[ Rinding Arbitration (private)
[J Settlement Conference (private)
[ Summary Jury Trial E1Others

Neutral’s name and telephone number:

Diate of session:

{Required for continnance of CMC except for on-binding judicial arbitration)

{dentify by name the parties to atiend ADR sessiom

RN e s e S ST

“Fype or print name of CIParty withog atoriey D attorney for
1Pl aini fi/Putitiouer CiDefendanyRespondenyContastant

I e et —— —

Type oF print same of [DParty withoust allmey ClAtermney for

CIP aintf/Petitioner (DA endant/Respondent/Contesiant

Type ur print narge of [IParty without ailomey OAttorney for
Ciplaint i Petitioner MpefendasRespandeptContestant

“Pype o7 print name of DlParty without attomey LA
CiPLaimif¢Pentoner DDefencas senondestContestant

1T 1S $O ORDERED:

{Date:

ADRCYL L iy WY

Original Signatures

{Signaiure)
Adtorney oF Party without siemey

(Signature)
Attorney or Parry without atormey

(Signamre)
Atvarney or Panty wilhout altorney

{Signature)
Attorey of Party withoul atorney

Judge of the Superior Court of San Mateo County




Superior Court of California
County of San Mateo
Civil Department
400 County Center
Redwood City, CA 94063-1655
(650)363-4599
www.sanmateocourt.org

ROCK SOUTHWARD Notice of Complex Case Status Conference
Plaintiff(s)
vs. Case No.: CIV 515176 Date: 09/1
MARK E. ZUCKERBERG ase o ate 12
Defendant(s) : Time: 9:00 AM
L Dept. 3 '

Title: ROCK SOUTHWARD VS MARK E. ZUCKERBERG, ETAL

You are hereby given notice of your Complex Case Status Conference. The date, time and department have
been written above. At this conference, the Presiding Judge will decide whether this action is a complex case
within the meaning of California Rules of Court (“CRC”), Rule 3.400, subdivision (2) and whether it should be
assigned to a single judge for all purposes. ' '

1. Inaccordance with applicable San Matee County Local Rule 2.30, you are hereby ordered to:

a. Serve copies of this notice, your Civil Case Cover Sheet, and your Certificate Re: Complex
Case Designation on all named parties in this action o later than service of your first
appearance pleadings.

b. Give reasonable notice of the Complex Case Status Conference to all named parties in this
action, even if they have not yet made a first appearance or been formally served with the
documents listed in subdivision (a). Such notice shall be given in the same manner as required
for an ex parte application pursuant to CRC 3.1203.

2. If you fail to follow the orders above, you are ordered to show cause why you should not be
sanctioned. The Order To Show Cause hearing will be at the same time as the Complex Case
Status Conference. Sanetions may include monetary, evidentiary or issue sanctions as well as
striking pleadings and/or dismissal.

3. Anaction is provisionally a complex case if it involves one or more of the following types of claims: (1)
antitrust or trade regulation claims; (2) construction defect claims involving many parties or structures; (3)
securities claims or investment losses involving many parties; (4) environmental or toxic tort claims invotving
many parties; (5) claims involving massive torts; (6) claims involving class aetions; or (7) insurance coverage
claims arising out of any of the claims listed in subdivisions (1) through (6). The Court shall treat a
provisionally complex action as a complex case until the Presiding Judge bas the opportunity to decide whether
the action meets the definition in CRC 3.400(a).

4. Any party who files either a Civil Case Cover Sheet (pursuant to CRC 3.401) or a counter or joinder Civil
Case Cover Sheet (pursuant to CRC 3.402, subdivision (b) or (c)), designating an action as a complex case in
Ttems 1, 2 and/or 5, must also file an accompanying Certificate Re: Complex Case Designation in the form
prescribed by the Court. The certificate must include supporting mformation showing a reasonable basis for the
complex case designation heing sought. Such supporting information may include, without limitation, a brief
description of the following factors as they pertain to the particular action: (1) management of a large number of

Form: CCSC



separately represented parties; (2) complexity of anticipated factual and/or legal issues; (3) numerous pretrial
motions that will be time-consuming to resolve; (4) management of a large number of witnesses or a substantial
amount of documentary evidence; (5) coordination with related actions pending in one or more courts in other
counties, states or countries or in a federal court; (6) whether or not certification of a putative class action will in
fact be pursued; and (7) substantial post-judgment judicial supervision.

For further information regarding case management policies and procedures, see the court website at
www.sanmateocourt.org

* Telephonic appearances at Complex Case Status Conference are available by contacting CourtCall, LLC, an
-independent vendor, at least 5 business days prior to the scheduled conference.

CLERK'S CERTIFICATE OF MAILING

I hereby certify that I am the clerk of this Court, not a party to this cause; that I served a copy of this
notice on the below date, by placing a copy thereof in separate sealed envelopes addressed to the
address shown by the records of this Court, and by then sealing said envelopes and depositing same,
with postage fully pre-paid thereon, in the United States Mail at. Redwood City, California.

Date: 07/11/12 John C. Fitton,
Court Executive Officer/Clerk

-

By:GRACIELA MARQUEZ
Deputy Clerk

Copies mailed to:
KWASI A ASIEDU

P.O. BOX 2006
ARTESIA CA 90702

Form: CCSC



O\J sranch nave: SOUTHERN BRANCH -- HALL OF JUSTICE

POS-015

ATTORNEY OR PARTY WITHOUT ATTORNEY: (Name, State Bar number, and adofoss): ’ FOR COURT USE ONLY
_ Kwasi A. Asiedu, Esq (SBN 133698)
Schwartz & Asiedu, Lawyers

P. O. Box 2006, Artesia, CA 90702-2006

X TELEPHONE NO.: 310-792-3948 " FAX NO. (Optional):. 561-423-5969
€-MAIL ADDRESS (Optional: LASKIDO@HOTMAIL.COM-

ATTORNEY FOR (vame): Rock Southward, Plaintiff. ' ' F I L E D

SUPERIOR COURT OF CALIFORNIA, COUNTY OF SAN MATEO . SAN MATLOCOUNT
sTrReer aporess: 400 COUNTY CENTER N .
maILING apDRess: 400 COUNTY CENTER : : JUL 2 3 2012
\ citv anp 2ip cooe: REDWOOD CITY, CA 94063

PLAINTIFF/PETITIONER: ROCK SOUTHWARD
DEFENDANT/RESPONDENT: ZUCKERBERG, et al.

’ CASE NUMBER: '
NOTICE AND ACKNOWLEDGMENT OF RECEIPT—CIVIL . CWV 515176

TO (insert name of party being served): JAMES BASILE, ESQ. KIRKLAND & ELLIS, LLP

NOTICE

The summons and other documents identified below are being served pursuant to section 415.30 of the Callfornla Code of Civil
Procedure. Your failure to complete this form and return it within 20 days from the date of mailing shown below may subject you

{or the pany on whose behalf you are being served) to liability for the payment of any expenses incurred in serving a summons
on you in any other manner permitted by law.

if you are being served on behalf of a corporation, an uninconjporatet;l association (including a partnership), or other entity, this
form must be signed by you in the name of such entity or by a person authorized to receive service of process on behalf of such
entity. In all other cases, this form must be signed by you personally or by a person authorized by you to acknowledge receipt of

‘summons. If you retumn this form to the sender, service of a summons is deemed complete on the day you sign the
acknowledgment of receipt below..

Digitally signed by Kwasi A Astedu

Date of mailing: 7-9-2012 (BY EMAIL) « A Asied
- ' } wasi LY (=] 0 |V Imprietorsntmiidapun

Date: 2012.07.09 17:3951 0700

W\/\M
{SIGNATURE AF SENDER—MUST NOT BE APARTY IN THIS CASE)

ACKNOWLEDGMENT OF RECEIPT
This acknowledges receipt of (to be éompleted by sender before malling):
A /7] A copy of the summans and of the complaint.
2. /1 Other (specify): '

3. Certificate Re Complex Case Designation;
4. Civil Case Cover Sheet;

- 5. Filed Case Package, (ADR CMC, Notice of Case Management Conference Civil Trial Mgmnt Rules

KWASI A. ASIEDU, ESQ.

(TYPE OR PRINT NAME)

(To be completed by feeipient):

Date this form is signed: ~7[12] 17_

JAMES FRANCIS BASILE, ESQ. ’
(TYPE OR PRINT YOUR NAME AND NAME OF ENTITY, IF ANY, - (SIGNAT ¥ PERSON ACKNOWLEDGING RECEIPT, WITH TITLE IF
ON WHOSE BEHALF THIS FORM IS SIGNED) ACKNOWLEP@MENT IS MADE ON BEHALF OF ANOTHER PERSON OR ENTITY)
: ’ ) Page 1 of 1
F Adopted for Mandatory Use ivi
® Judiial Counci of Caiforsi NOTICE AND ACKNOWLEDGMENT OF RECEIPT — CIVIL | CodectChiProcedure
" PQOS-015 [Rev. January 1, 2005] . .

. www.courtinfo.ca.gov
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