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or its owners aré respbnsible for thz.misdceds of its guests
solely on the basis that they were staying at the hotel when the
nisdeceds were planned. Nqithér is there any ghowinqvthaé any oZ
the La Costa principals were sufficiently close to apy'bf ﬁ:,
Nixon's staff (or even barely acqua inted with tth excepnt ;=
hotel patrons) to F?Ln it cred*blc that they vould have been
admitted to the reetlﬂgs of tha N;xon staf ‘or that their pounscl
would have been sought by the P; Ei cnt. It cannot f%irly or
roelistically be assumed that the aut hors and. publ&she:s genui. 1.

belicved this charge to be true. Any rcasonaule pers on would

have to feel serious doubt. IR ,‘ . ; i i
{5) The article 1m11arly arges La Costa with

involvement in the failure of C.fgrnholt Saith and tnp Uql.ed b

|

-

States National Bank and Ma plague of security fraudsit"at q:'a

been estimated to cost Aﬂcrlcans f;:tv hillion dollaps" withcut

!
. .

that

r

presznting any suppdrting'eviden;e. All that Ls'shojn i

U]

La Costa had a borroving rela t*OWbulD u;th the Unite d Stave

A

National Bank. The articlej‘proceedc to catalog the pr oblens o

)

C. Arnholt Smluh and persons assoc~hted with hin althcuch La
: : ;

Costa is not shown to have had dny qut in their aff;. The |

allegation conceraing purporte d‘xeﬁpgnslb;llty for AF plague of .
e : ; by

security frauds that have becen estimated to cost Americans
i . |

fifty billion dellars" is drop‘ed and is nob expléinh 1 In
Y P&y !

this ‘way, ‘the article brings "V“#ulg c", arnholt Smxth hiSfft:
i

banx fallure and a fifty bllllou go]lar sccullt*cs Eraug *n»o
) 1

‘ 0

zn cssay on La Costa and o¢aanlzcd pLLme conuche y'\xthoui

any connecting‘link. Chaxges cf;mi conduct on such q mmemtJ
uCulC could not have aL'ﬁ rmade #ith genuine convict}gn on they
basis of no cvidence whatever. It 1s nothing moxre than guilt -
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by asscciation. This is recklesspess in the clascic sense,

T (6) A further illustre ibn is the 1nt*oductxon 11to
the article cf tnc gtor) of the "suP»lSt Founda tion o‘;;merica
| i
security fraud". After referring to this nattor the a;tlcle

. ‘- - ]

sut showing any chnectiqn betwccp it and

(p. 112)cdrops it with

La Costa. The motion papers are aLso unenliohtcning.

that there was no basis at all for acdlng thlS addi t;o

5

of purportcd criminality to the La C 5ta3-pieeg.
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The central thesis of the La Costa érticle, Fowever,

: - ‘g ; y : | : .
is that La Costa is an organized crime “"headquarters". ' This point
! .

sption on

-

is ériven home

the cover of

in a variety of forceful ways.

v 1975 issue réad_"La Costa: Synficate in

The inside title was "La Costa - The Hundred-Million-

the Sun”
’

Dollar Reso-t with Criminal Clientele”., The lea

Il

-in guotation

——

of the article include a referxence to the prospect of La Costa's

The article says that the

reguented. by no‘ kers? and that the "primary

belng another "Apalachin" resort "was

established ard is

founders of La Costa were syndicate. 'blge“loods'“ " It specifics

that the founders were "the Moe Dalit

Dalitz, Allard Roen, Merv Adclsocon

has been a prime mover in

fln;ncxgl poverhouse" and that "At seventy-five, he is a senior

mentor among the criminal aristocrocy”. The article furtner

states that "Thc La Costa opcration is an extension of services

the crime syndicate people provide in their Las Veyas casinos”

The article containg such capt 1onﬂ;as “BIG CRIME IS BIG BUSINESS".

It speaks of the "La Costa gang" ‘mhere is the frrther statement
a1 : . . : ! .
© - S o
= that' "Host ob sexvers of the La Costa phenomenon and oxganized
" S HA ! . N o
| - . g“ crime agree that the DRAM grcup ac;;ctcd San Dicgo - ;nd par
| -12- : |
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ticularly its undcveloped nerthern arca - pecause there was ro

established syndicate spherc of influence". The article speaks o

gatherings of "organized crire figures" at La Costa. There is th
allecgation that HMeyer Lansky “the dark eminence of ¢rganized

crime" was actually a concealed fpunder of the resort. The-
article clearly leaves the impression that La Costa. »aa -lnanyea

.

by organized crime roney, when it observes that “leg§l and il
legal profits of the mob's wbrlﬁwédg cperations ncedgd more

ontlets. g Flve years later, La Costa Country- C;ub ope“ea *ts
et e
doors." (p. 111) The article als@ states that "La Cp§ta s image

et

as a posh resort camouflages its strategic importanc? to big"

; ' . P
crime". It concludes with the comment: "Alliances betdcen crl:

‘and wealth are ap American tradition. With so much F;ime at the
e i i {
. . \ ! ! |

. - s ; i
top, it is hardly surprising that many pcople s=e corrupticn g#s°
. i !

cur dcminant characteristic. Th? ‘La Cost? ol ygzound is a power

center for the oraan’zat¢0n and proli; ration of tht ccrruptiqn.

This is obviously dest ruc»lve pub71c1tj :pr a. rash.o
able resort. If the allegationS‘are true, none will *c;ret t"Q
’ ! ] - L

harm. If they are false, the victims have an obvioqsly'stronc

claim to judicial protection and redxress. .

The charges are based principally on susp#cions
: ; e
directed against loe Dalitz, qne‘of the La Costa fo?nders. (I
add, too, that whatever the allegations against Da);t¢, it is
gfossly unfair to tar the other pl aintiffs with the ; sane bru

without a carcful analysis cf cach's situation.) Dglit:, of

course, is known in luh enZorcement circles to havc been chrages

in bootlcgyipg in the Prohibition cra and in gambllng thcrcngtaz

In his own tostimony before the Kefouver Conmitiee in 1951, he

o . e I - .
did not deny such activities, although lie did dcny moxe lurid
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‘chargas . In the 1950°'s, ha moved fzom Cleveland to Las Vagas,

.,
.
)

i

where he was a .principal of the Decsert Inn and Stardusq Hotels.

>
w

-
V

Federal authorities believad, and sp stated oubl*cl,, Hhat muca

of the Las Vegas gqnbllug scene at that time was contrqll by

o B - S

’
oo true crganized crime figures. Dali;z was one point ofjsuspicion,
7 but nothing was, in fact, proved agaiast him in a couxq of law,
- .. : |
' -8 and no action has ever been taken ag~i nst hvn by the rqlcv;st
| - }
. . P !
| g || Nevada gambling control authorities’ - N
| g . M-
10 In the carly 1960's, according to the evid ende, Dalitz
s ; .o
i1 disposed of his Las Vegas gambling interests, and t*ansfe red his
| o 12 primary intercst to the La Costa resorit in Sourthern California.
\ : - 16 : L e e - .
: v > . Despite the disposition of his gambling interests, rurors of a

i4 ) . R *

Dalitz crime involvement persisted into the 1970's, fed primarily

by suspicions directcd against the Teamsters Union, wviich is the

Loos
onotoasg

.17} primary La Cesta lender. There ic sinply no evidence

S P

18 || record to support the allegaticn that organized crime roney was |

30|l invested in La Costa. Incdeed, all the evidence is that the

o : 20 money was obtained in adeguatz amounts from the Teamsters. The

Teamsters have an equity interest in La Costa and use it as a

S

convention ccnter. Some Teanmsters e"ccutivcs have purcnased henes

&

I -t o4 there. News media dlgcu sions of the Teausters have semetimes
- ! 25 pointed to the Union's asscciaticn with Dalitz as ong indicatica

A 26 1 of an alleged crime link. References to Dalitz have pointed %o
\ ) : . :
% .27 || his association with the Tcamsters as a supproscd indication of
1 - - 28| nis alleged crime- llnh. The propx:n"v of this revctitive rigochet
| 29 . o ) . J - .
i ) of guilt by association and not avidence is one of the issues
80 : : S e
(v} - N i
. prcesented to this Court. g . : i
| 81 f e -
» ‘ ' . The deferdants have bosed thein allegaticns in lazge
1 s
i . ' ' . 5 -
i . f part on selections frem the vast popular literature’ oC oxga.;'cn

P 2
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crime. 7That literature is-of:cn fascipating ahd scmetines useful,
but it is too often so wholiv 1magxn ative that rno responsible
publishcr.should accept it at faue value, There is no ?alidity
in thc.s roposition that if ﬁ “"fzc tﬂ-has baen asserte od in onc of
these books it mﬁst be true. gpnthog§é learned that lesgson when
it published the Lucianp boog.

~Eke-defeniants! affidavits‘;adigatg that thcbsupaorting

evidence actually reviewed by Penthousa, through its libel

»

attorney, consisted o three citations frem the New York Tires,

one from the Los Angeles Times, and three nurporucclj "offjcial""”

reports. Other supporting evidence is glleged, but none is

specified as having been reviewed prioxr to publication.-

The New York Times articles ([dated REpril 29, 1973,

.

September 10, 1973 and March 1, 197!) are all by Denny Walsh.

t

The zarticie of Aapril 29, 1973 is the one I mentioned nreviously;

i

in which ¥Walsh crrongously reported that_the Teamsters had!

by

succecded in killing a Jgsticg Deua:“medh wiretzap qur"exll“ncc.

The article contained two refexences to conversationg between

4
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Teamsters' president, Frank Fitzsimmcons an
. 2 ’. . : ‘; o )

the "Chicago crime syndicate". The conversations were reported to
, ; , i A 5

have taken place at La Costa, which was referred to as "a plush.

resort and health spa", but La Costa was not implicated. ' The
article supports none of the Fenthouse charges. (See Exhibid i
|
hereto.)
The sccond Walsh article,i September 10, 1973, dealt

with an investigation of C, Arnholt Smith. The article stated

i

e

that Smith was represented by attoxzmey John A. Donnelley and

revicwed Donnx ‘]c"“ backarcund, stating among othew things that
t 3

v ' i
he had also bcen counscl to "fo:muv Clevel and rac:;tce;, lorris

e L |




D ) 3 O 1 B OB m

32
o

colleagues in establis

San Diego County known as La Costa”,

Dorfman was

Dalitz". 7Tre ariicle referred to.Dalitz's

)

;
former intprest

f
|
|

Barncy ;
i i
9

in the Desert iInn, FBI wiretaps at thé.Dcscrt Inn in Lhe 1960'

f .

and noted that Donaelley "has. also as#istcd Dalitz and h;s

hing a plush rcsoru corowunity in nqrthc;n

- . o ( )
:Tn;s artlclc still|contains

—_—

no allegation of a current criminal 1nvolemnnt by yalltx or the

La Costa resort, although o A o 50 mexr”

>

cs Palitz of being a “ﬁo

Exhibit €

racketeer in Cleveland many years befofes. (See herecto)
i

The ‘third Walsh article, Maxch 1, 1974 (Exhi bi# D

hereto) dealt with the indictment of Teamsters executive Alan

.

It contained the statement “sfter the

Dorfran.
spoti~d by Government agenis at La Costa,

community in northern San Dicgo County developed by organigzed

.

crime figures usirng teamsters' pension fund money".

that it was developed by erganized

ie))

is no allegation

Wwalsh, moreover, did not show the basis'io:'this characterization
in the third article and did rot spogify the "figures” referred
to. One might assume Dalitz is intengad, but Walsh dié rot say.

The article itself dozs not decal with La Costa or with Dal it .
No facts are qlven in support. Tt = - e

The Los Angales T mes article of September 6, 1974,

entitled "San Diego -- It's a New bother Lode to Mafia'ﬁosses"
reported an hn‘ﬂcn»lflﬁd mcmth of Lb& San Diecgo Distriet Attorne:l

staff os speculating “uell; what's to keep La Costa froi beconing

:

?“1

the site of a 1974 Apalachin convention?" . The unidentifi d

.

indivicdual is further guoted,  "lTherg weuldn't be much lavw ¢p-

forcement could do about it. They'd just land at. the little

airport at La Couto in the night, usa some

'

niddle of the

limousines to shuttle pecple back and forth so therce'd be no cars

AeLn
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Costa as a resort compunityv "developad bv organized crima figures"
. ; - } -

"federal authorities" had described La Costa as "the West Coast

SED IR

88

1'71 /

‘
i 1?
to indicate a crvwa, and mLCL 102 prlvatc hone.  In fac t, Lhcj
i P
could hold a two-or—thrce—day mcetin xand we d never kno: »hc

darn thing was going en". Thn altlcle ident iLipc La“Cosgg ag a
P 4 i
i I

mult1w1ll*on collar develooment finan;cd in part by Teamster loans.
Note again there is no allegation tha v La Coiua was fininced by

organized crime morney. It stated tha} former Pension Fund execcu-

tive Alan Dorfman had a home there,- and menticned his co#vic;ion

- b SO |

(in connection with a kickback on a2 loan to a North Carolina
_ ‘ Lo ’ i
: : | .
manufacturer) and recent release from'prison. It stated further:
; : |
"La Costa is described by federal'authorities as 'the WGét Coast

watering hole for all soris of hooéds- a‘ gangstgrs' -and fJorfren'

‘home as one of the suspected nmeeting places". The "tcde*al

authorities" mahlrg this statement vere pot identified. |(See

Exhibit E heretoﬁ) :

Denny Walsk's 1974 -Neow ¥York Pimds | yoafevonsa €6 La

and the Los Anceles Tines article later in the year stating t
. : !
waterirg hole for eall sorts of hoods aqd gangsters" were apparent-
ly the'basic foundation stories of the Pgnthousé érticié; which
escalated the references, used even rore cu-ravacxrt langua v ge,
and added the "Watergate"” covex-up, ﬁcyar Lansky, all.-of the
Tcamsters' problens, Arnholé Smith's bank failurxe, a "fi:ty
billionAdollar.security fraud", and a Baptist Founcdatian <&1P”’e,
as if they werc‘a;l attributable- to u'CQsta, although ncne of

these allegations vere made against La Costa in ary of the arti-

cles in ecither the New York Times or the Los Anqclcs Timcs.

Dcnnv}»al h did say in his 1374 axticle that La Costa was

devcl@pcd by "oryanized crime figures" bul he gave no facts,

e , .: | TS o ,-4jf -




