UNI TED STATES DI STRI CT COURT
DI STRI CT OF CONNECTI CUT

HOWARD LASSER
V. . CIV. NO 3:98CV1104 (HBF)
LYNN CHASE DESI GNS, | NC, :

BENCH RULI NG

Howard Lasser brings this claimfor breach of an
enpl oynment agreenent against his forner enployer, Lynn Chase
Designs, Inc. ("LCD "), seeking $100,000 in back wages under
the remaining termof the contract, plus a bonus and interest.
Jurisdiction is premi sed on diversity of citizenship, pursuant
to 28 U S.C 8§1332.

A bench trial was held on January 9 through 12, 2001.
Howard Lasser, Lynn Chase Flintoft, Dick Flintoft and Pat
Greenberg testified at trial. Plaintiff also designated
portions of the deposition testinmony of Dick Gllespie, Lynn
Chase Flintoft and Dick Flintoft as evidence in support of
plaintiff’s case.

Testinmony and evi dence adduced at the hearing are
summari zed bel ow as necessary to explain the Court’s findings

and concl usi ons.



FI NDI NGS OF FACT

Based on the credible testinony, the exhibits, and the
entire record conpiled during the trial®, the Court finds

established the followi ng facts which are relevant to this

ruling.

1. M. Lasser is a citizen of the State of Connecticut.
[Stip. 91].

2. Lynn Chase Designs Inc. (LCDI) is a corporation organized
and existing under the laws of the State of Delaware. |Its

princi pal place of business is currently 381 Park Avenue
Sout h, New York. Until February 28, 1998, LCD nmaintai ned
an office in R dgefield, Connecticut. [Stip. 12].

Backgr ound

3. LCDI, forned in 1988, designs, manufactures and sells
hi gh-end tableware. [Stip. f3].

4. At all relevant tinmes, Lynn Chase was Chi ef Executive
Oficer of LCDI. [Stip. 14].

5. Lynn Chase is the founder, majority sharehol der and
creative force at LCDI. [Stip. 16].

6. Prior to hiring M. Lasser in 1996, LCD had experienced

annual | osses for nost of its history. M. Chase

1

Prior to trial, the parties stipulated to certain facts, which
are listed in the Joint Pretrial Menorandum [ Doc. #33], and
cited in this opinion as "Stip."
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10.

11.

12.

testified that between 1991 and 1996 the conpany did not
turn a profit and it was "worrisone"; she was "killing"
herself for no return

Ms. Chase, who had sources of incone other than LCDI, had
limted understandi ng of corporate finance or snal

busi ness admnistration and limted invol venent in the
profit generating aspect of the business. She was an
arti st who designed the tableware for LCDI

Dick Gllespie started the conpany with Lynn Chase in
1988, holding the title of President of LCDI. Gl lespie
was responsi ble for securing manufacturers (known as
“sourcing”), marketing and sales. [Stip. 17].

In 1996, Ms. Chase felt that the conpany coul dn’t keep
operating financially the way it had been operating in the
past. Based on advice fromconsultants, M. Chase felt
that the mssing ingredient was a financial controller.
[Stip. 18].

In April 1996, LCDI advertised for a person to assune
"total responsibility for all financial aspects of the
conpany including reporting, MS, cost, inventory, etc."
[Stip. 719; Pl. Ex. 2].

Howar d Lasser began his enploynent with LCDI on July 18,
1996. [Stip. 15].

Lasser, who had experience as a finance officer in the
consuner products industry, interviewed with M.
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13.

14.

15.

16.

Gllespie, Ms. Chase, and a director, Renee Landegger
During his interviewwth Ms. Chase, she told plaintiff
that she woul d cl ose the conpany before spendi ng nore
nmoney on a |losing proposition. [Stip. 110].

Lasser was told that he was being hired by LCDI to help
save the conpany fromits unsatisfactory fiscal managenent
and discipline-that is, to institute financial controls
that would help reverse the | osses experienced by the
conpany. Ms. Chase later inforned her board of directors
that she had rejected nmaintaining the status quo or

wi ndi ng down the conpany. Based on sound financi al

control s and managenent information, she intended to build

brand awareness, "a franchise.” Her first step was to
hire Howard Lasser to inprove financial control. [Stip.
f11] .

Lasser agreed to take the position, although the conpany
was small er than those he had previously worked for, based
on Ms. Chase’'s statenents that "his role would include
substantial input into strategic planning and operations."”
[Stip. 112].

Gllespie testified that he understood that Lasser would
be involved in "anything strategic.” [G || espie Depo. at
34].

The m nutes of the COctober 22, 1996 board neeting state,

in relevant part, that



Chase . . . felt that . . . for severa
years, Dick G Il espie had shoul dered a
tremendous | oad and that the Directors
should all be relieved that Howard Lasser
had conme on board as Conptroller to ease
the burden on Dick. She said that the
formation of the teamof Messrs. Gl lespie
and Lasser, in her opinion, was the nost

i nportant event for the Conpany in 1996 and
woul d so prove to be in the years to cone.

[Pl. Ex. 4].

17. Lasser was hired for a nine nonth trial period, fromJuly
15, 1996, through March 15, 1997. [Pl. Ex. 8].

18. In a February 19, 1997, at the tinme his Enpl oynent
Agreenent was bei ng negotiated, Lynn Chase descri bed
Lasser’s job responsibilities as foll ows:

As Chief Financial Oficer and Controller
of our Company it is his responsibility to
ensure that every product we produce is
cost effective. Howard has control of
budgeti ng, the conputer systens, banking
rel ati onshi ps and i nput on strategic

pl anni ng and the overall direction of the
Conpany. Howard’s talents are nmany and if
not for him we would not be enjoying the
great offices we are in! Patty and Howard

wor k toget her on purchasing and | get daily
reports fromhim

[Pl. Ex. 7].
19. During the first nine nonths of his enploynent, Lasser’s

job responsibilities included substantially reducing back

orders, ? analyzing the true cost of products, establishing

2

Lasser reduced the back orders from about $500, 000 to
approxi mately $90, 000. [Chase Depo.| at 44].
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20.

21.

22.

inventory controls, inplenenting standardi zed costing for
products, inplenenting daily/weekly reports on budget,

sal es and sales forecasts and instituting purchasing
procedures. [Chase Depo.| at 44-47; Pl. Ex. 6 & 47].

Lasser al so negotiated the | ease for the January 1997 nove
of the Connecticut office to another R dgefield |ocation.
At the tine Lasser was hired, the only people in the
conpany with significant responsibility were Lynn Chase
and Dick Gllespie. Chase testified that G Il espie was
doing too much and the conpany needed a Chief Qperating
Oficer to take the pressure off Gllespie so he would
focus on product devel opnment and marketing. During the
trial period, responsibilities were divided along the

i nes Lasser envisioned, even though G| espie resisted.
In February 1997, Gl lespie told Chase that he couldn’t
work with Lasser. Chase testified that she told Gl lespie
"you've got to try because | think we need a Chief
Financial Oficer, and Dick m ght have said sonething in
passi ng, a slur against Howard or wanted to fire him but

| didn't take that seriously."?® [Chase Depo.|l at 52].

3

Regarding G |l espie, Chase further testified that

He was very unhappy in his situation and he
absol utely hated not only Howard, but
Sherr[y] Baker.

Q And | take it that you nade a deci sion
6



23.

It was clear during this tinme period that Chase was giving
Lasser authority over financial operations and expected
himto get control of the budget and spendi ng and naintain

the financial viability of the conpany.

The Enpl oynent Agr eenent

24.

25.

Lasser and LCDI entered into a witten Enpl oynent
Agreenent dated March 16, 1997 (the "Agreenent"), pursuant
to which LCDI agreed to enploy Lasser as Chief Financial
Oficer for a two-year term begi nning March 16, 1997
[Stip. 714; Pl. Ex. 13, 13].
Paragraph 3 of the Agreenent states in part that Lasser

wi |l performsuch duties consistent with

his position as reasonably assigned to him

by the Conpany and will be given such
powers and authority as may be needed to

carry out his duties. . . . Enployee wll
report to the Chief Executive Oficer of
t he Conpany. "

[Stip. 915, PI. Ex. 13, 93].

26.

Par agraph 4 of the Agreenent states in part that

to take the conmpany forward with M. Lasser
and Ms. Baker rather than with M.
Gllespie in this March 1997 tine frane?

A: | was really upset and | nade that

deci sion, know ng that the conpany had not
been successful under M. Gllespie’'s

gui dance, so | hoped that this situation
woul d make the conpany nore viabl e.

[ Chase Depo.|l at 63-64].



a. Salary: The Conpany will pay the

Enpl oyee a base salary at an annual rate of
$96, 000 subject to periodic review and

adj ustnment in accordance with the Conpany’s
standard practice fromtine to tine.

b. Annual Bonus: Subject to the approval of
t he Conpany’s Conpensation Comm ttee,

Enpl oyee will be entitled to a yearly cash
bonus up to 15% or such hi gher anmount, as

t he Conpany shall determ ne, of the base
salary he receives. The annual bonus wll
be based upon his performance and the
Conmpany achieving its operating profit and
obj ecti ves.

[Stip. T 16, Pl. Ex. 13, Y4(a-b)].
27. Paragraph 7 of the Agreenent states in part

d. Termnation by Enpl oyee: Enployee nmay
term nate his enpl oynent hereunder for Good
Reason. For purposes of this Agreenent,
the term " Good Reason"” shall nean (1) a
substantial reduction of Enpl oyee' s duties,
position, authority or responsibilities

her eunder which is not corrected within
thirty (30) days after witten notice from
Enmpl oyee .

[Stip. 717, PI. Ex. 13, 17(d)].
28. Paragraph 7 of the Agreenent also states in part

e. Oher Renedies:

| f Enpl oyee’ s enploynent is term nated by
t he Conpany w t hout Cause or by Enpl oyee
wi th Good Reason, then Enpl oyee shall be
entitled to receive, as severance, up to
t he bal ance of his contract in nonthly
installments at his then current rate of
sal ary.

[Stip. 718, Pl. Ex. 13, f7(e)].



29. The Agreenent was approved by the Board of Directors of
LCDI and executed by the Conpany’s Chairman, Lynn Chase,
at a board neeting on April 24, 1997. [PlI. Ex. 5, 13].

1997 Rel aunch Pl an

30. Approximately one nonth after the Enpl oynent Agreenment was
signed, Lynn Chase revised LCDI's business priorities.

31. In January 1997, LCDI hired Sherry Baker, a marketing
consultant, to "assess the conpany’s position in the
mar ket pl ace and reconmend nmarketing strategies.” [Pl. EX.
5]. Baker was paid approximately $15,000 a nonth for her
consul ting services.*

32. At the board of directors’ neeting on April 24, 1997,
"Sherry Baker was introduced and reported the results of
her strategic review of the conpany and recomrendati ons
for a near termmarketing program"™ [Pl. Ex. 5].

33. The Mnutes of the April 24 board neeting state, in
rel evant part,

Sherry Baker |isted a nunber of initiatives
that require large up-front investnent to
create a franchise and ultimately drive
sal es and increase profits:
. New | ogo i ncorporated on al
communi cati ons, adverti sing,
packagi ng, product and pronotions
. Compl ete, uniform high quality Lynn

Chase "l ook" brochure and catal ogue
. Col l ectors Society - "launch this

4

On or before April 24, 1997, Sherry Baker becane a director of
LCDI. [Pl. Ex. 5].



[Pl .

34.

35.

initiative even before we have the
right to." This nmerchandi si ng nmet hod
greatly increases gross profit margins
and |l eads to follow on sal es as people
validate their initial purchase
deci si on.

. Publ i sh a book on the "art" of Lynn
Chase; tie-in with nationa
advertising program store pronotions
and public rel ations.

. A sustai ned, coordinated, thoughtful
advertising and public relations
program

Sherry Baker summation: This conpany needs

anot her chance; additional spending is

required for another chance; there nust be

a thoughtful and coordinated rationale for

spendi ng; relaunch nust take place with

cost controls and tinely, accurate

managenent information. Conpany nust take

a "branded" | ong term approach to create

the "franchise" for growh in new areas.
Ex. 5].
Effective April 1, 1997, LCDI retained an advertising
firm Burkhardt & H Il man, and a public relations firm
Corbin & Associates, to "create and produce adverti sing,
collateral design and public relations prograns for Lynn
Chase Designs." [Def. Ex. A, PI. Ex. 5]. LCD agreed to
conpensate the firns at "a m ni mum of $8, 000 per nonth
fee, plus 10% comm ssion on all costs."” [Def. Ex. A].
On or about April 24, 1997, "Richard R Gl espie
announced his desire to reduce his responsibilities and
step down as President and function as Vice President,
Mar keting for the Conpany." [Pl. Ex. 5; Def. Ex. D].
Chase offered the position of President to Lasser, but he

10



turned it down.?®

36. At the April 24, 1997, board neeting, Lynn Chase
"announced her decision to hire Tony Mann[ing] to consult
on new product developnent. . . ." [Pl. Ex. 5].

37. On or about May 5, 1997, Dick Gllespie left LCDI.

38. On May 7, 1997, Lasser sent Chase a nenp recapping the

product devel opnent costs to date versus LCDI's 1997

budget .
As you can see, as of the end of April, we
have spent or commtted virtually the
entire annual devel opnent budget. | suggest

that before we make further plans we take
stock of the situation. Many of the
expenses have been surprises or unpl anned.
Are there any other "surprises" out there?
As we plan new products lets not forget to
consi der the cost of devel opnent as well as
potential vol unes.

[Pl. Ex. 17, enphasis in original].

39. On May 15, 1997, Lynn Chase hired Laurie Facci as D rector
of Sales at an annual salary of $110,000. [Def. Ex. E
Stip. 724]. Facci began her enploynent on June 16, 1997
[Pl. Ex. 18].

40. On May 23, 1997, Lasser advi sed Chase that

One of the areas we did not discuss | ast
ni ght was Adverti si ng/ Mer chandi si ng

5

Flintoft testified that he recalled telling Chase "sone tinme
after G|l espie stepped down that [Lasser] would be a | ogical
person to be president. He was the only one that was in the
conpany that would even be close to being capable of performng
that job." [Flintoft Depo. at 29].
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[Pl .

41.

42.

spending. | amconcerned that there are

i ssues you need to consider before making
decisions and that we may go too far in a
single direction wi thout that proper

consi derati on.

However, before making an additi onal

i nvestnent, regardless of its source, we
must first evaluate the planned spending to
be sure that it is consistent with your
goals as to inpact on the conpany’s growth
and your tine frane.

Fromthis base, we should be | ooking at a
range of options or increnental steps to
the ultimate image that will project Lynn
Chase the way we all believe it should be.
W will need to make sone assunptions as to
the costs of each alternative as well as
the increnental sales it wll generate.
Only then can we nmake a realistic estimate
of what we need in terns of additional
financing versus what you are willing to
risk.

Ex. 49, enphasis in original].

On June 1, 1997, Richard Flintoft, Lynn Chase’ s fiancé,
becane "acting President of LCD." [Stip. 119; PI. Ex.

18]. Flintoft was paid by Lynn Chase, "at no expense to

t he conpany", approximately $10,000 a nonth for his
consulting services. [Chase Depo.l at 88; Def. Ex. g

In June 1997, Bill Dupre was hired as a sourcing

consul tant for new products. Dupre was simultaneously
enpl oyed by a conpetitor of LCDI. Plaintiff stated at the

tinme that he believed it was unethical for Dupre to

12



consult with LCDI while working as a full-tinme enpl oyee
for Swft Powell.

43. \Wen plaintiff expressed objections to the hiring of Bil
Dupre and his authority, he was told that Dupre had a
special relationship with a needed and maj or new | ower
cost supplier in the Far East. [Stip. 723]. Lynn Chase
testified she nade "an executive decision"” to keep Dupre
over Lasser’s objection.

44, In a June 24, 1997, neno to Lasser from Chase regarding
Lasser’s request for increased conpensation,® Flintoft

wr ot e

6

In a nmeno dated June 9, 1997, regarding "Sal ary Adjustnent,"
Lasser wote Chase

When we di scussed the ternms of enpl oynment
for Laurie [Facci] you suggested adjusting
my conpensation plan. After reflection on
this, | suggest we adjust ny base to a par
with Laurie's effective July 15. That is
my anniversary date and | believe an
appropriate tine for such an adjustnent. |
do not think it is necessary to adjust any
ot her enpl oynent terns.

[Def. Ex. 1]. On June 10, Chase responded in relevant part

Havi ng signed a two year enpl oynent
agreenment with you on April 24th 1997,
that was in fact pretty nuch aut hored by
you, | do not feel that any adjustnent to
base salary is appropriate at this tine.

G ven your concern about our year end
figures, | have no desire to increase any
costs unless they are directly linked to
sal es and marketi ng.

13



Howar d asked for a raise from$96K to $110K
to be even with our Nat’'|l Sal es Manager.
Lynn responded that she would do that if

her contract was mutually cancel ed. He
decl i ned.

[Pl. Ex. 19].
Chase testified

Q Wiy did you want [Lasser’s] contract to
be cancelled at this tinme?

A. Because | felt it was very one-sided and
| was getting a better teamin New York and
| knew this was going to be a problem

[ Chase Depo.l at 102].
45. In a June 26 personal letter, Lasser responded to Chase as
fol | ows.

| received your fax regardi ng conpensation
and | accept your deci sion.

However, | want to add that | am deeply
hurt by the tenor of your letter and our
recent discussions. Wen you hired ne, you
had | ost alnost half a mllion dollars in
the two previous years. You said it was a
turn around situation and you did not know
if you had a conpany. Under these
circunstances | do not think either of us
canme to this union with the expectation
that the primary responsibility was
financial reporting. |In fact | suggested
at the tine, if that is all you need you
coul d get a bookkeeper for half what you
woul d pay ne.

It seens that nine nonths of
acconpl i shnents have sonehow been
forgotten, and in sonme cases for naught.
In that nine nonths | straightened out the
inventory accounting; initiated standard
costing; began UPC coding for all products
created a WEB page; initiated daily

14



sales reporting to you; created a unit

sal es forecast; devel oped an annual unit
purchase plan whi ch reduced back orders
fromover half a mllion dollars to | ess

t han ninety thousand; inplenented a
purchase order policy; created cost

anal ysis for new products, product
profitability analysis for exi[s]ting
products, devel oped a nonthly operating and
capi tal budget for 1997. . . . [T]he bank
increased our line of credit by 50% w t hout
addi ti onal personal guarantees. You often
cited concern over your personal liability
and | took this action by the bank as the
hi ghest vote of confidence and achi evenent.

[PI. Ex. 20].
46. Chase testified

Q So you intended [Lasser] to do nuch nore
than financial reporting?

A | intended himto help turn this conpany
ar ound.

[ Chase Depo.|l at 107].

47. 1997 becanme a year of dramatic change for LCDI

exanple, LCDI hired new consultants, a marketing nmanager,

and representatives for new product sources, retained new

public relations and advertising firns, published a new

cat al ogue costing approxi mately $250, 000, forned a new

products comm ttee, and refurbished the business inmage and

product |ine.

48. In the summer of 1997, Lynn Chase al so decided to nove the

Ri dgefield operation to New York City. [Stip. 9120].

Lasser advi sed Chase agai nst the nove because of the cash

fl ow probl enms, the expense of maintaining office space in
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49.

New York, and the risk of |osing Connecticut staff. Chase
testified that she decided to nove the conpany despite the
financial constraints. Wile it m ght be nore appropriate
to stay in Connecticut, she stated, it was an "enotional
deci sion." [Chase Depo.| at 134, 149].

Chase testified that the nove "was the nost inportant
thing inny l[ife at the nonent."

Q And that was too inportant to allow the
CFO to be involved wth?

A Yes.

[ Chase Depo.l at 151-52].

50.

51.

52.

These changes and deci sions required Lynn Chase to
substantially increase her capital contributions and
personal guarantees of loans in order to fund the expenses
incurred. [Stip. 21].
Lasser often expressed financial concerns about increased
expenses for new pronotions, personnel, products,
inventory, the relocation of the Ri dgefield operation, and
the effect of these expenses on LCDI’'s 1997 budget and
income. [Stip. 122].
For exanple, in a neno from Lasser to Chase, dated July
24, 1997, regarding "Financial Statenents", he stated in
rel evant part

Most inportantly, we need to discuss the

Cash situation. | want you to be absolutely

clear on the fact that, failing any action,

we wll be out of funds by the m ddl e of

16



Cctober! Currently our net cash position,
that is noney in the bank | ess our credit
line is a negative One mllion two hundred
fifty thousand dollars ($1,250,000). This
does not include printing the sell sheets,
all of which nust be paid for by the end of
August. | should also point out that we
are approaching the tine of year when we
will be receiving |arge shipnments of

i nventory.

| believe |I can manage through the end of
August with the remaining credit |line and
cash receipts from Accounts Receivable. |
can probably make it through Septenber as
wel |, by stretching our payables. However,
we nust have at | east Three hundred

t housand dol l ars ($300, 000) by the mddle
of COct ober and probably another Two hundred
t housand dol I ars ($200, 000) by year-end.

As the cash requirements . . . of ny
schedul es shows, over the next eighteen
months we will need to raise a m ni num of
$750, 000, either through bank | oans or
addi tional equity.

Pl ease advi se when we can neet to discuss
our plans and strategies to cover this
pressi ng need.

[Pl. Ex. 38].

53. In a neno to Chase, dated August 8, 1997, regardi ng "cost
of goods goals for 1998", Lasser stated in relevant part,

One itemwe did not discuss, regardi ng new
product devel opnent, is the new products
devel opnent budget. As | have indicated
previously, we have used up the entire 1997
budget for new product devel opnent. In
order to build a proper plan and cash fl ow
anal ysis, we need to agree on the projects
currently in devel opnment and an appropriate
| evel of capital spending for each. |
suggest we use the Product Devel opnent
Budget Form | provided at our neeting on

17



[Pl .

54.

55.

July 9th,

Ex. 28].

In a July 1, 1997 neno from Flintoft to Lasser, entitled

"Organi zational Chart," Flintoft described Lasser’s job as

foll ows:

Ef fecti ng purchase orders, regular follow
up, receiving of inventory and transfers
fall under your responsibility as head of
operations. New product devel opnent, its
coordination, tracking its progress tine
line, quality control, and |iaison between
Tony Manning and Bill Dupre, | believe is a
full time job for Pat, given its strategic
i nportance to our success.

Flintoft’s organi zational chart, attached to the
meno, had Lasser reporting directly to the President
of LCDI, Flintoft. After a conversation between
Lasser and Chase, Flintoft clarified that Lasser

woul d report "directly" to Chase. [Pl. Ex. 23].

In a July 28, 1997 neno, regarding Flintoft’s
organi zational chart, Lasser, witing to Chase and
Flintoft, responded,

First | believe the CEO should have a
direct line of communication to the CFO and
vice a versa. Particularly in our case
since the CEO is also the principa

st ockhol der.

Wth regard to Purchasing . . .once quality
and quantity have been agreed to by Lynn
and Laurie, the purchasing decision becones
primarily a financial one. It is the
obligation of finance/operations to assure

18



[Pl .

56.

S57.

inventories are in house in sufficient

gquantities to support the sales forecast,

and that the inventory is |anded at or

bel ow a target cost of goods. It is

therefore nore appropriate to | eave the

purchasi ng function in the

finance/ operations side of the

or gani zati on.
Ex. 22].
Flintoft testified that, when he drafted the
organi zati onal chart, Lasser was reporting to him He
stated that Lasser’s relationship with Chase in the sunmer
of 1997 was strained, that they had trouble comunicating,
and that Chase preferred that Lasser report to Flintoft.
In a July 30 neno from Chase and Flintoft to LCD
enpl oyees, regarding the organi zational chart, Lasser’s
j ob duties were described. Under the subject heading, "New
Products Conmttee," it said, "Howard Lasser is
responsi bl e for product cost conparison anal ysis and
reporting the financial inpact of the new product program
on the Company." [Pl. Ex. 24]. Under the subject heading
"Inventory Planning Comnmttee," it stated, "Howard w ||
provi de conparative cost analysis and report on the
financial inpact related to reconmended i nventory |evels."
The nmeno further described Lasser’s "functional areas of
responsi bility" as foll ows.

Howard Lasser, CFO Howard is responsible

for the follow ng functions: Accounti ng,

Fi nanci al Anal ysis & Pl anni ng (cost

19



[Pl .

58.

59.

conpari sons, budgeting & forecasting),

Qperations, Systens, Treasury, Credit Risk

Managenent, and responsi bl e conparative

vendor analysis and reporting the financial

ef fects of new product devel opnent and

i nventory recomendati ons.
Ex. 24].
Flintoft testified that, between July 22 and the
circulation of his PowerPoint chart on July 30, Chase
changed her m nd- "She’'s a woman." He thought that there
m ght have been a bl owp between Chase and Lasser and she
changed her mnd and told Flintoft what she wanted on the
Organi zational Chart. Lasser conpl ai ned about the
Power Poi nt version, stating it violated his contract.
Flintoft stated he was frustrated wth PowerPoi nt and was
unabl e to nake the change. Instead, he nmade a handwitten
change to the docunent, wth the notation "Changed at
Howard’'s insistence"” and circulated it to the staff.
Flintoft testified he was "frustrated with the entire
situation.™
At her deposition, Chase testified

Q | amlooking at the July 30 nenorandum

Where in the July 30 menorandum which you

and M. Flintoft wote, setting out for the

conpany the responsibilities of the senior

officers of the conpany, does it say that

M. Lasser has control over the purchasing

of inventory for the business?

A | don’t know.

Q It doesn't say it anywhere in this

menor andum does it?

A | guess not.

Q So that was a responsibility that was

20



taken away from M. Lasser, correct, by
this July 30 nmenorandunf

A No . . . He still had purchase ordering
power, for God s sake. He purchased every
single product that we have. By signing a
purchase order. That also is inventory,
and you have to figure out how nuch we are
going to bring in and where it goes. 1'd
say that was very inportant.

Q Wiere does it say anything about how
much you are going to bring in, how much
inventory you are going to buy?

A: The control is a purchase order

Q You nean sonebody tells himsign a
purchase order to buy a thousand pl ates?
A We get the best price that we can; we
get the best margin that we can and often
tinmes these factories say our m ni mum order
is X. So we have to go with the m ni mum
order. Now, Howard nmay say, well, that’s
not right. W can’t take this. The
inventory is going to be too high, and then
| have to make an executive deci sion,
because its nmy noney that’s going to be
buying the inventory, whether to go ahead.
That’s how it works.

[ Chase Depo.l 130-32].

60. On August 8, 1997, Lasser wote Chase a letter on his
personal stationary to address Chase’s July 30 neno and

organi zati onal chart.

As | said, | have concerns and objections
to the structure you have inposed. | have
indicated to you previously, | believe it

is inperative that the CFO maintain a
direct reporting relationship to the CEQ
due to the inportance of providing key
financial information - both good and bad -
to you on a tinely and conpl et e bases.
think we both recognized this since the

time I join Lynn Chase Designs, resulting
in the provision in ny Enpl oynent Agreenent
that | report to the CEO | amvery

concerned that the new organizati onal
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structure does not allow for vendors,
staff, managenent, directors and auditors.
Most inportantly, it limts ny
effectiveness in reporting financi al
information to the CEO and the Board in a
manner whi ch assures both that it will be
received inits entirety and w thout

nodi fication. It was precisely these
concerns, togther with a recognition of ny
value to the organi zation which resulted in
t he Enpl oynent Agreenent requirenent.

This, together with ny serving as a

comm ttee nenber making recomendations in
areas previously within nmy purview woul d
result in nmy responsibilities being
substantially reduced upon the

i npl enmentation of the new structure.

You indicated your willingness to
reconsi der the new organi zati onal
structure, in light of the above, | hope
you will do so, so as to enable ne to
performny responsibilities in the nost
effective manner possible, and in the
manner contenplated in ny Enpl oynent

Agr eenent .

[PI. Ex. 27].

61. In a neno dated August 21, 1997, to Lasser, Chase
described Pat Geenberg as LCDI's "primary contact with
suppliers.”™ Chase went on to state that Ms. G eenberg
reported directly to her and that G eenberg woul d "provide
tinely financial information to [Lasser], to the extent
possi ble, to enable [himto] perform appropriate financi al
anal ysis as the CFO and report it directly to ne." [Pl
Ex. 25]. Chase testified that Lasser was previously the

"primary contact with suppliers” and that this was a
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responsibility that was taken from Lasser and given to Ms.
G eenberg. [Chase Depo.l at 135].

62. The August 21 neno further stated, under the subject
headi ng "Purchasi ng Procedures,”

The i ntention behind your Septenber 18,
1996 Menorandum i s understandabl e and
financial controls are necessary. . . .|
woul d appreci ate your thoughts on achleV|ng
a bal ance between necessary financi al
controls and an autocratic bureaucracy. |
will informyou, if possible, prior to
maki ng or approving any purchase that would
materially effect the budget, and in any
event, | wll provide you with
docunentation i medi ately thereafter

[Pl. Ex. 25].

63. Lasser responded to Chase’s August 21 nmeno by personal
| etter dated August 25, 1997, which stated, in rel evant
part,

In order for nme to do ny job I need

i nformati on about future product plans. M
requests for information as to unit
pricing, volumes, and price breaks are
necessary for me to respond to your queries
and assure conpliance wth your stated

obj ectives of an overall cost of goods of
45%in 1998. The fact that you have
isolated me fromthis information and

excl uded me from neetings where this could
be di scussed and indicated that Pat is the
go between, nakes it inperative that Pat
rai se these i ssues and obtain the
appropriate information. A response from
Pat that "it is not ny job" is not
accept abl e and i ndicates a professional

| evel of conpetence still in need of
training and direction. If you elimnate
my ability to deal with the conpetencies of
the clerical staff, you elimnate ny
ability to performny job.
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[Pl . Ex. 26].
64. Regardi ng purchasing procedures, Lasser responded,

| amnot commtted to a specific formor
format and am open to change, However, you
shoul d consider that these procedures were
i npl emented to solve the | ack of

communi cation that previously existed in
the conpany. Commtnents were nmade wi t hout
any regard to the budget, elimnating any
opportunity to evaluate the inpact of these
comm tnents on our financial condition.
These financial "surprises," as you have
said, are what |led you and the Board of
Directors to the conclusion that you needed
a strong financial controller.

My role in the purchasing process as
outlined, is to evaluate the request to
assure it is consistent wth the budget.

If it is, then it proceeds w thout further
comment. If the request is over and above
t he budget and there are not stated pl ans
to save in other areas, then the request
needs to be evaluated with regard to the
conpany’s ability to support the expense,
specifically its inpact on profitability
and our cash flow Wth this information,
YQU can make an inforned decision as to
whet her or not to proceed with the request.
| think this procedure is neither overly
autocratic or bureaucratic. Furthernore,
excluding ne fromthe information | oop
prior to the commtnent, as you propose,
further reduces ny ability to function as
your CFO, providing appropriate analysis
and advice on our financial position.

[Pl. Ex. 26; enphasis in original].

65. Flintoft testified as foll ows

Q So in your viewit was a good idea to
require the CFO to sign off before the
conpany commtted itself to buy, let’'s say,
thirty thousand dollars worth of tabl eware?
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A: That was the policy, in effect, and |
think it was a good policy.

Q It was a good idea to- would that policy
also require the CFOto be told about the
purchase before a comm tnent was nade?

A: The CFO shoul d be told about the
pur chases before they are nade.

Q He shoul d have an opportunity to voice
hi s opi ni on about whether the purchase
shoul d be nade?

A. That’s correct.
[G |l espie Depo. at 42].
66. A Lasser neno dated August 28, 1997, said:

Attached please find nmy nost recent

anal ysis of our cash position and operating
requi renents. As you can see this shows a
cash shortfall in excess of $700k. Pl ease
note this analysis includes only the
information | am absolutely certain of as
wel | as reasonable estimates for
obligations I know we w il have (e.g.

comm ssions and distribution). The

anal ysis does not include any estimates for
rel ocation of the office or cash

requi renents for new staff, Travel and

Ent ertai nnent expenses, and a host of other
i nci dental expenses which we wl|l
undoubtedly incur in the next three or four
nmonths. | woul d guess that these together
woul d add between $150k to $200k to the
total cash requirenent.

Pléaée'advise how you would like to
pr oceed.
[Pl. Ex. 29].

67. Flintoft testified that Lasser’s estinmate of | osses at the

Cct ober 1997 Board neeting was "pretty close;"” LCDI ended
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up | osing $780,000 in 1997.

68. Lynn Chase testified that she invested over $600, 000 of
her "own noney" in LCD in 1997. At her deposition in
February 1999, Chase testified that she had not taken a
salary as Chief Executive Oficer of LCD for the "past
twenty-two nonths." [Chase Depo.l at 6]. She stated she
had ot her sources of incone besides LCD . 1d.

69. Chase testified that

Q D d you agree that in August of 1997,
comm tnents were being nmade w t hout any
regard to budget?

A It was a very critical time for us and
even t hough Howard advi sed against it, we
had to conmt - | felt we had to conmt to
new products in order to appear like a
desi gn conpany for QOctober sal es neeting.

[ Chase Depo.| at 156].

70. A nmenp from Lasser to Chase dated Septenber 10, 1997,
regardi ng the "Purchase Orders for Butterfly Banboo",
sai d,

Pat has conpleted three PO s for the above
referenced products follow ng instructions
fromBill Dupre. | need to point out that
these PO s do not conformto the decisions

we nmade at the planning neeting on
Sept enber 4"

| also understand from Pat that we have a
commtnent for another 1,500 sets. This
was not di scussed | ast week.

Aside fromthe increnental cash
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requi renent, this raises sone question
about our overall planning process.
Bringing in anticipated annual requirenents
all at once, particularly in the beginning
of the year will increase our carrying
costs as well as increase our business
risk. In the past LCDI has projected
extrenely | arge demand and been left with
significant inventory |evels (approxi mately
one-third or $400k of our inventory is
either in discontinued product or in excess
of a years’ requirenent). This puts a drag
on earnings as well as reduces the
resources, or conversely increases the
requi renent for additional resources (i.e.
cash), needed to invest in the broad range
of products we would |ike to pursue.

[Pl. Ex. 41].
71. By fax dated Cctober 1, 1997, Chase told Lasser,

| want to do everything possible, short of
going into bankruptcy, to junp start this
conpany and get everyone who sells our
product highly notivated. Therefore please
gi ve Laurie any assistance she needs to

i npl enment her prograns.

Lasser responded,

You can be assured everyone here, including
myself, will give Laurie all the help she
needs.

[ Def. Ex. S].
72. By fax dated October 31, 1997, regardi ng Dai showa paynent
and terns, Lasser advi sed Chase that,

| would prefer to advise Dai showa that
these terns are not acceptable, nor are
they common practice. It would be
preferabl e and nore prudent under the

ci rcunstances for Lynn Chase Designs, Inc.
to negotiate alternative nmeans of paynent
whi ch nore clearly assures delivery and
protects our interests. |[If you however
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[Pl .

W sh to accept these terns please advise so
in witing.

| al so have an additional invoice for

devel opment expense for the Monkey Busi ness
bow s, attached. | was surprised by this
as you had previously assured ne that no
such expenses were to be incurred,
particularly w thout proper purchase
orders. | cannot stress enough, my concern
for the risks associated with and the

i nadvi sability of allowing a third party,
non corporate officer, encunbering the
assets of this conpany. If you wish to pay
this invoice please sign the fax copy and
return it to my attention.

Ex. 52].
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73. In a personal letter dated January 12, 1998, Lasser wote
Dear Lynn,

| in no[] way wish to escal ate the issues
and remain interested in an am cabl e
solution. However, | do want to inpress
upon you ny desire to resolve al

out standi ng i ssues, relevant to the
attached letter, prior to the end of the
nmont h.

[Pl. Ex. 34]. 1In the attached letter dated January 1, 1998,

Lasser said,

Dear Lynn,

This is to informyou that you are in
breach of ny Enpl oynent Agreenent. | am
therefore termnating ny enploynent for
Good Reason. As | indicated to D ck at our
nmeeti ng of Decenber 18, if you have no
interest in renedying the breach, | remain

willing to discuss ways to insure a snooth
transition without sacrificing any of ny
rights under the Enpl oynent Agreenent.

[Pl. Ex. 34].

CONCLUSI ONS OF LAW

The Enpl oynent Agreenent between the parties, and its
interpretation, is governed by Connecticut law. The Court
finds on this record that the agreenent is enforceable. The
Court further finds that Lasser term nated his enpl oynent for
good reason under the agreenent and is entitled to danmages.

The record establishes that the expectations of the
parties which exi sted when Lasser was hired, and when Lasser’s

enpl oynent contract was negoti ated, were superseded by the
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corporate relaunch plan, which led to a substantially different
structure with a substantially different role for the C F. O
than envisioned early in 1997.

When Lasser was hired in July 1996, the only people at
LCDI with significant responsibility were Lynn Chase and D ck
Gllespie. Chase testified that G Il espie was doing too nuch
and there was a need for a Chief Operating Oficer to take the
pressure off Gllespie so he could concentrate on marketing and
product devel opnent. Wth the creation of Lasser’s position,
there was a division of responsibilities along the |ines Lasser
envi si oned, even though G|l espie resisted. In 1996 LCDI had
not turned a profit in years and Chase | ooked to her CFOto
help turn around the finances of LCDI and bring the conmpany to
profitability. It is clear that Lynn Chase gave Lasser
authority to inplenment financial controls to nmake the conpany
profitable.

In March 1997, when Lasser’s enpl oynent agreenent was
negotiated, it was expected that G|l espie would renmain
president. Even at the April 1997 board neeting when G || espie
st epped down as president, Lasser had no expectation that

G llespie wuld | eave the conpany.’ From Lasser’s point of

7

Flintoft testified that G Il espie wanted to step down as

presi dent because he felt his duties were circunscribed and
felt his best role in LCDI was Vice President, Sales. Wen
Chase offered the position of president to Lasser, he turned it
down.
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view, Lasser would control operations and Gl lespie would
concentrate on marketing and sourcing.

The critical tinme period began shortly after the Apri
1997 board neeti ng when the enpl oynent agreenent was signed and
Chase announced the plans for relaunching LCDI. The Court
finds that there was a substantial reduction in Lasser’s
duties, position, authority and responsibilities fromthe tine
surroundi ng the execution of his enploynent contract to the
period after Flintoft, Mnning, Dupre and Facci were hired and
LCDI was inplenmenting the planned rel aunch.?®

The evi dence denonstrates that at or about the tinme of the
enpl oynment agreenent Lasser had direct access to Chase and had
her ear and her confidence. Between April and August of 1997
as the relaunch plans were inplenented, Lasser |ost influence
wi th Chase as the enphasis of the conpany shifted from
controlling costs and nmaking a profit to the inperatives of the
“relaunch”/”rebirth". Lasser’s job to put on financial brakes
strongly conflicted with the relaunch plans that were “busting
the budget.” Flintoft testified that when he canme on board in
June, he didn’'t believe there was a financial crisis and was

focused on Sherry Baker’'s strategy for the rel aunch.

8

There is no need to consider the scope of Lasser’s authority
during the interimafter Gllespie left LCDI. It is apparent
fromplaintiff’'s testinony that he perceived the corporate
relaunch, and not Gllespie’ s resignation, as the cause for a
substantial reduction of his job duties.
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Lasser was initially chief operating officer in the
Ri dgefield office but, after the relaunch, in the spring and
sumrer of 1997, Chase pressed for a consolidated office in New
York City with herself as chief executive officer, acting
through Flintoft as president. Lasser’s access to Chase was
restricted, she was often unavailable to himand Flintoft acted
as internediary. The physical relocation was a mani festation
of Lasser’s loss of influence with Chase. The nore conpl ex
di vision of responsibilities after the reorganization
contributed to Lasser’s exclusion fromthe decision nmaking
pr ocess.

The Court concludes this was not a matter of
organi zational charts or official positions. Authority was
di ffused; responsibilities were not clearly defined, and the
managenent goals were shifting in directions Lasser opposed.
The battle of the nmenos is further evidence of Lasser’s
frustration and anger. By the summer of 1997, Lynn Chase had
clearly revised her assessnent of what financial controls the
conpany required as the conpany adopted the approach that to
make big noney it nust spend noney.® Chase as C.E.O had little
appreciation for prudent accounting practices and other tenets

of CF.O faith. As Lasser voiced his concerns, recomendi ng

9

Flintoft testified that the 1997 rel aunch program and costs
"busted the budget."
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increnmental steps for the relaunch and restrictions on free
spendi ng practices, identifying risk, advising caution, his
access to Chase and pertinent information becane nore and nore
limted and his influence waned. *°

Noti ce and Cure

The Court finds that the two August |etters!! constituted
notice under the contract, particularly in light of the
evidence that Flintoft read the contract in July.? [Pl. Ex.

26, 27]. Further, the Court finds LCDI made no efforts to
cure, and no efforts to discuss or resolve Lasser’s issues.

The battle of the nenos denonstrates this. It is clear
t hat Chase devel oped a different idea for running the conpany
t han what she hired Lasser to do. There is no need in this case
for the Court to choose between these visions of the conpany. A

C.E. QO and CF.O cannot work at cross purposes if a conpany is

10

Flintoft testified that Lasser always wanted nunbers. "How many
can you sell? How qui ckly? At what price?" Lasser would ask
for justification, Flintoft explained; it was "part of what he
was suppose to do for the conpany.” He would raise "question[s]
nmore than anybody else.” During the sumer and fall of 1997,
Flintoft stated that Lasser was nost |likely to advise agai nst
spendi ng.

1See Letters of August 8 and 25, 1997 [Pl. Exs. 26, 27].

12

The Court construes Lasser’s January 1998 correspondence as
termnation, not initial notice. [PI. Ex. 34]. The fact that
Lasser did not |eave until February is attributable to the nove
of the office, efforts to "insure a snooth transition."
Nevert hel ess, the Conpany had changed direction and Lasser no

| onger considered hinself CF.O of LCD. |Id.
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to succeed; Provision 7(d) of the contract was created in part
to resolve such a conflict, to give Lasser an out if his
position changed in ways he could not accept. Despite notice,
LCDI failed to address or correct Lasser’s concerns.®® The
Conmpany could not term nate Lasser’s enploynent w thout paying
himfor the termremaining on the contract except for cause
under section 7(c). There is no claimthat Lasser breached the
contract or otherwise did not fulfill his job responsibilities.
Accordingly, the Court finds that plaintiff term nated the
enpl oynent agreenent for good reason and is entitled to
damages. Lasser’s base salary was $96, 000 per year and there
were twel ve and one-half nonths remaining on the termof his
enpl oynent.* The Court awards plaintiff his salary for those

twel ve and one-half nonths, or $100, 000.

Bonus

The Court declines to award plaintiff a bonus. For reasons

13
| ndeed, Flintoft testified that in Decenber 1997, Lasser "still

felt we didn’'t need Dupre and should get rid of him . . [they]
tal ked about the flow of information. | told himl would try
to make sure he got the information he wanted." Flintoft

explained there was a ot of turnmoil with the relaunch of LCDI
and Baker plan, and maybe sonme things "slipped through the
cracks."” Flintoft told Lasser he’d nmake his best efforts to
make sure Lasser had the power and responsibility he was

| ooki ng for.

14

Lasser left his position at LCDI on February 26, 1998; the
enpl oynent agreenent expired on March 15, 1999.
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not necessarily attributable to Lasser’s absence, the Conpany
was not profitable in 1997 or 1998. It would be far too
specul ative on this record to find that LCDI woul d have been

profitable and a bonus warranted, had he remained at LCDI

Post - Judgment | nt er est

Under 28 U. S.C. 81961, prevailing plaintiffs are entitled
to post-judgnment interest on all noney judgnents obtained
t hrough the federal court. “Post-judgnent interest is designed
to conpensate the plaintiff for the delay it suffers fromthe
ti me damages are reduced to an enforceable judgnent to the tine

t he def endant pays the judgnment.” Andrulonis v United States,

26 F.3d 1224, 1230 (2d Gr. 1994). Defendant wll pay post-

judgment interest to the plaintiff pursuant to 28 U.S.C. 81961

CONCLUSI ON

Based on the foregoing, the Court finds for plaintiff in
t he amount of $100, 000 plus interest.

This is not a recomended ruling. The parties consented
to proceed before a United States Magi strate Judge [Doc. #28]
on Novenber 29, 1999, with appeal to the Court of Appeals.

Judgnent shall enter for plaintiff in the anmount of

$100, 000 plus interest.

ENTERED at Bridgeport this 11th day of April 2001.
35



HCOLLY B. FI TZSI MMONS
UNI TED STATES MAG STRATE JUDGE
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