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LAW OFFICES 

COTCHETT, PITRE &

MCCARTHY, LLP 

TO: ALL RECORD AND BENEFICIAL OWNERS OF SANOVAS, INC. COMMON 
STOCK AS OF AUGUST 22, 2019 (THE “RECORD DATE”), WHO CONTINUE 
TO OWN SUCH SHARES (“SANOVAS SHAREHOLDERS”) 

PLEASE READ THIS NOTICE CAREFULLY 

THIS NOTICE RELATES TO THE PROPOSED SETTLEMENT OF THIS 
SHAREHOLDER DERIVATIVE LITIGATION AND CONTAINS IMPORTANT 
INFORMATION ABOUT YOUR RIGHTS CONCERNING THE LAWSUIT.  THIS 
NOTICE IS NOT AN EXPRESSION OF ANY OPINION BY THE COURT AS TO 
THE MERITS OF ANY CLAIMS OR DEFENSES IN THE LAWSUIT.  THE 
STATEMENTS IN THIS NOTICE ARE NOT FINDINGS OF THE COURT. 

I. OVERVIEW OF PROPOSED SETTLEMENT AND KEY RIGHTS AND
DEADLINES

The Superior Court of the State of California for the County of Marin (the “Court”) issued

an Order on November 12, 2019 granting preliminary approval of a proposed settlement (the 

“Settlement”) that has been reached among (i) certain shareholders of Sanovas, Inc. (“Sanovas” or 

the “Company”) who are plaintiffs (the “Plaintiffs”) in the above-titled shareholder derivative 

litigation (the “Action”) and the related action, Bain, et al. v. Gerrans, et al., Case No. CIV 

1802981 (the “Related Action,” and together with the Action, the “Actions”); (ii) certain Sanovas 

current and former officers, directors, independent contractors, and related companies, who are 

defendants in the Actions (the “Defendants”); and (iii) Sanovas, which is a nominal defendant on 

whose behalf Plaintiffs have brought the claims in the Actions. 

As discussed below, you have the right to object to the Settlement and the deadline for 

doing so is December 6, 2019. 

Who are the named Parties? 

The Plaintiffs in the Actions are: Michael Kent Tribble, Kevin McCarthy, Harold Sherley, 

Joan Blum, William Bain, William A. Gleason, Doreen A. Gleason, Hillery Jaffe-Urell and Barry 

Shulman.  The Defendants in the Action are: Lawrence Gerrans, Christopher Gerrans, Jerry 

Katzman, Art Gerrans, Halo Management Group, LLC and Hartford Management Group 

(collectively, the “Defendants”).  The Settlement is only between the Plaintiffs and the following 

Defendants Jerry Katzman, Art Gerrans, and Nominal Defendant Sanovas (the “Settling 

Defendants”).  The Settling Defendants and Plaintiffs are together referred to as the “Parties.”  The 
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Parties have not reached a settlement with the remaining Defendants: Lawrence Gerrans, 

Christopher Gerrans, Halo Management Group, LLC and Hartford Management Group 

(collectively, the “Remaining Defendants”).   

What are the Claims in the case that are being settled and released? 

The alleged conduct at issue in the Actions is alleged financial misconduct by certain 

former officers of the Company and other breaches of fiduciary duty owed to the Company and its 

shareholders.  Plaintiffs allege that, as set forth in an Indictment filed by the United States 

Department of Justice, Lawrence Gerrans (“Gerrans”) employed a number of fraudulent methods 

to siphon funds out from Sanovas to shell companies to facilitate the purchase of his $2.5 million 

personal residence.  Plaintiffs further allege that the financial misconduct and self-dealing was 

facilitated by a lack of corporate governance controls, including the failure to hold annual 

shareholder meetings, the unilateral appointment of directors without shareholder elections, the 

failure to hold Board meetings, the failure to provide directors with financial information, and the 

failure to conduct internal investigations.   

What are the benefits to Sanovas of the Settlement?   

As set forth more fully in the Settlement, Sanovas has agreed to implement corporate 

governance reforms that include, among other things, (i) the addition of three new directors to 

create an independent majority-controlled Board of Directors; (ii) the creation of an Audit 

Committee charged with fiscal oversight responsibilities, to be composed of independent non-

management directors; (iii) implementation of annual shareholder meetings to vote for directors; . 

(iv) dissolving the “Executive Committee” which was delegated the full powers of the Board;

(v) holding regular noticed Board meetings including quarterly meetings for the first year;

(vi) implementation of written updates to the shareholders; (vii) implementation of required

information sharing with the independent directors and with Plaintiffs to ensure transparency; and 

(viii) appointment by the new Board of a member of the Plaintiff group as a Board Observer.

Additionally, the Company has agreed that Plaintiffs may continue to prosecute the claims against 

the Remaining Defendants on behalf of the Company.  Please read this entire Notice and the 

Settlement for a full description of the benefits to Sanovas from the settlement. 
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What Attorneys’ Fees and Costs are requested? 

As part of the Settlement Hearing, Plaintiffs’ Counsel intend to apply to the Court for an 

award of fees and expenses in connection with the Action which shall not exceed $1,459,000 and 

$28,000, respectively. 

What are your options regarding the Settlement and how to appear or object? 

The Court granted preliminary approval of the Settlement on 11/12/2019.  You have 

the right to participate in a hearing to be held on December 19, 2019, at 1:30 p.m., before the 

Honorable Andrew E. Sweet at the Marin County Superior Court, Department E, 501 Civic Center 

Drive, San Rafael, CA 94903 (the “Settlement Hearing”), to determine whether (i) the Settlement 

of the Action on the terms and conditions provided for in the Stipulation is fair, reasonable and 

adequate to Sanovas shareholders and to Sanovas and should be approved by the Court; (ii) 

Plaintiffs’ Counsel’s Fee Application should be granted; and (iii) a Final Judgment and Order of 

Dismissal should be entered herein.  Because this is a shareholder derivative action brought for 

the benefit of Sanovas, no individual Sanovas shareholder has the right to receive any 

individual compensation as a result of the settlement of this action. 

If you wish to object to any aspect of the Settlement, the Fee Application, or the Final 

Judgment and Order of Dismissal, you must either (a) mail your written objection including your 

full name, appropriate proof of your Sanovas stock ownership as of the Record Date, August 22, 

2019, the basis for your objection, and your signature or attorney’s signature, to Plaintiffs’ Counsel 

at their mailing address provided in Section VIII below, OR (b) file the same written objection 

with the Marin County Superior Court.  The deadline to object is December 6, 2019, and any 

objection must be filed or mailed with a postmark date by that date.  Under California law, the act 

of objecting alone may be insufficient to preserve the right to appeal from an award of attorneys’ 

fees or from the Court’s entry of the Order of Dismissal.  The Court’s online Register of Actions, 

containing hearing dates, and other information about the Action, may be accessed by visiting 

http://apps.marincounty.org/BeaconRoa/BeaconROAStart.aspx  and entering CIV 1803695 as the 

Case Type & Number. You also have the right to appear at the Settlement Hearing, either in person 

or through your own attorney.   
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II. PROCEDURAL BACKGROUND OF ACTION

THE FOLLOWING RECITATION DOES NOT CONSTITUTE 
FINDINGS OF THE COURT.  IT IS BASED ON THE 
STATEMENTS OF THE PLAINTIFFS AND SHOULD NOT 
BE UNDERSTOOD AS AN EXPRESSION OF ANY OPINION 
OF THE COURT AS TO THE MERITS OF ANY OF THE 
CLAIMS OR DEFENSES RAISED BY ANY OF THE 
PARTIES OR THE FAIRNESS OR ADEQUACY OF THE 
PROPOSED SETTLEMENT. 

On August 21, 2018, Sanovas shareholders William Bain, William A. Gleason, Doreen A. 

Gleason, Hillery Jaffe-Urell and Barry Shulman, commenced a derivative action on behalf of 

Sanovas against Defendants Lawrence Gerrans (“Gerrans”), Halo Management Group, LLC and 

Hartford Management Group, captioned Bain, et al. v. Gerrans, et al., Case No. CIV 1803695 

(“Bain”).  As alleged in the Indictment filed in the United States District Court for the Northern 

District of California (USA v. Gerrans, 18-CR-310), and attached to the Bain Complaint, CEO and 

Founder Lawrence Gerrans employed a number of fraudulent methods to secretly siphon funds out 

from Sanovas to his shell companies, alter egos Halo and Hartford, to facilitate the purchase of his 

$2.5 million personal residence.  Bain further alleged that the Company was under Gerrans’ 

singular domination and control, and that the financial misconduct was facilitated by corporate 

governance failures, including the failure to hold Board meetings, the failure to hold annual 

shareholder meetings, the failure to provide directors with financial information, and the failure to 

conduct internal investigations.  As a result, on February 27, 2018, Gerrans’ unilaterally appointed 

directors Koen, Georges and Nichols resigned, stating that these failures “made it impossible and 

futile for us to continue to remain on the Board” and they could “no longer be effective in [their] 

efforts to move the company forward,” leaving Gerrans as the sole member of the Sanovas Board.  

In August 2018, Gerrans unilaterally appointed Jerry Katzman to Sanovas’s Board. 

On October 15, 2018, Plaintiffs Michael Kent Tribble, Kevin McCarthy, Harold Sherley, 

and Joan Blum filed the Action, Tribble, et al. v. Gerrans, et al. Case No. CIV 1803695.  The 

Action added claims against Defendants Jerry Katzman, Christopher Gerrans and Art Gerrans and 

alleged, among other things, that “Gerrans appointed Katzman to the Board to ensure there will be 

no investigation into his wrongdoing and in an attempt to legitimize further actions of the Board.  
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Given that Katzman’s appointment is the product of Gerrans’ self-dealing and a clear conflict of 

interest, Katzman’s appointment was improper and must be set aside.”  As in Bain, Tribble sought 

damages and other remedies for Sanovas and its shareholders, including entry of an order 

compelling Sanovas to hold an annual meeting of shareholders and an election of directors as soon 

as practicable, to protect the voting franchise rights of Sanovas’s shareholders and their entitlement 

to a valid corporate election. 

On November 8, 2018, the Department of Justice filed a Superseding Indictment, adding 

additional counts against Gerrans for making false statements to the Federal Bureau of 

Investigation. 

From November 2018 through January 2019, Defendants filed Answers to the Bain and 

Tribble Complaints.  The Court held an initial Case Management Conference on January 10, 2018, 

and further CMCs on February 18, March 15, July 12, and September 13, 2019.  On March 11, 

2019, the Court entered an Order denying in part and granting in part Gerrans’ Motion to Stay.  On 

March 11 and April 2, 2019, the Court granted Plaintiffs’ motions to compel discovery.  On April 

5, 2019, the Court entered a stipulated Order consolidating Bain and Tribble for purposes of 

discovery and trial. 

On May 8, 2019, the Plaintiffs filed a Motion for Temporary Restraining Order (“TRO 

Motion”).  Plaintiffs’ TRO motion alleges that on or about February 28, 2019, Sanovas issued a 

stock offering through a Private Placement Memorandum (“PPM”) which disclosed several 

agreements into which Lawrence Gerrans, Sanovas, and Jerry Katzman had entered, including: 

 Gerrans’ Separation Agreement, under which, among other things, Gerrans

agreed to resign as Chairman and CEO “until a favorable disposition in his Criminal

Case” and the Company “agreed” to Pay Gerrans $2,864,729 cash and grant

Gerrans stock options for 10,000,000 shares of Sanovas stock.

 Gerrans’ Consulting Agreement, providing, among other things, the following

additional payments for a period of at least five years to Gerrans: $300,000/year,
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subject to an increase of $60,000/year; and an additional “bonus” of 20% of his 

yearly “consulting fee.” 

 Katzman’s Executive Employment Agreement, providing, among other things,

for payments to Katzman in his new role of Sanovas’s CEO and Chairman of

$480,000/year, subject to an increase of $60,000/year and granting Katzman 2.5%

of any subsidiary formed under his tenure and 1% of all existing subsidiaries.

At the June 7, 2019 hearing, the Court granted the TRO Motion, finding that Plaintiffs were 

likely to succeed on the merits of their claims against defendants, that defendants’ wrongful 

conduct has resulted and will continue to result in irreparable injury to Plaintiffs if the they are not 

immediately restrained from receiving either directly or indirectly, any consideration, cash, funds, 

stock or equities in any form, and granting Plaintiffs request for Expedited Discovery for the 

purpose of filing a Motion for Preliminary Injunction.   

III. THE SETTLEMENT NEGOTIATIONS

Beginning in July 2019, the Parties engaged in arm’s-length negotiations regarding a

potential resolution of the Action centered on corporate governance reforms.  To that end, in June 

2019, Plaintiffs engaged an expert in corporate governance to assist in developing a Term Sheet 

providing for substantial corporate governance reforms.  On July 11, 2019, the parties held an all-

day mediation with Justice Ignazio J. Ruvolo (Ret.) at JAMS in Walnut Creek.  In the weeks 

following the mediation, the parties continued to negotiate a term sheet based on corporate 

governance reforms.  After further discussion, and fully informed of the strengths and weaknesses 

of the claims and defenses, in August, the Settling Parties – Defendants Katzman and Art Gerrans 

and Nominal Defendant Sanovas, Inc. – agreed to the final Sanovas Settlement Term Sheet And 

Corporate Governance Reforms that is attached as an exhibit to the Stipulation and Agreement of 

Compromise, Settlement and Release. 

IV. THE SETTLEMENT TERMS

The Settling Parties agreed to a series of reforms and improvements to the Company’s

corporate governance and internal procedures designed to help protect the Company and its 

shareholders from a future occurrence of the improper financial abuses and practices alleged in the 
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Action.  These reforms, fully outlined in Exhibit 1 to the Stipulation, include: (i) the addition of 

three new directors to create an independent majority-controlled Board of Directors; (ii) the 

creation of an Audit Committee charged with fiscal oversight responsibilities, to be composed of 

independent non-management directors; (iii) implementation of annual shareholder meetings to 

vote for directors; (iv) dissolving the “Executive Committee” which was delegated the full powers 

of the Board; (v) holding regular noticed Board meetings including quarterly meetings for the first 

year; (vi) implementation of written updates to the shareholders; (vii) implementation of required 

information sharing with the independent directors and with Plaintiffs to ensure transparency; and 

(viii) appointment by the new Board of a member of the Plaintiff group as a Board Observer.

Additionally, the Company agreed that Plaintiffs may continue to prosecute the claims against the 

Remaining Defendants on behalf of the Company.  

V. BENEFITS TO SANOVAS FROM THE SETTLEMENT

Working in conjunction with the independent mediator, Plaintiffs’ Counsel engaged in

arm’s-length negotiations with counsel for Sanovas and the Defendants with a view to achieving 

the benefits of the Settlement.  Plaintiffs’ Counsel believe that the Settlement provides an excellent 

outcome for Sanovas based upon the claims asserted against the Settling Defendants, the evidence 

developed, and the recoverable relief that might be obtained at a trial of this matter.  Plaintiffs’ 

Counsel have concluded that the terms and conditions of the Settlement are fair, reasonable and 

adequate to the Company and its shareholders, and in their best interests, and have agreed to settle 

the claims asserted in the Action against the Settling Defendants pursuant to the terms and 

provisions of the Stipulation, after considering: (i) the substantial benefits that the Company and its 

shareholders will receive from the settlement of the Action; (ii) the attendant risks of continued 

litigation against the Defendants, especially in complex actions such as this Action, as well as the 

difficulties and delays inherent in such litigation; and (iii) the desirability of permitting the 

Settlement to be consummated, as provided by the terms of the Stipulation.  Sanovas has 

acknowledged the substantial benefits conferred upon it by the Settlement, including the 

implementation of the Corporate Governance Reforms.  
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VI. SETTLING DEFENDANTS’ DENIALS OF WRONGDOING

Settling Defendants have denied and continue to deny each and every one of the claims and

contentions alleged against them in the Action.  The Settling Defendants expressly have denied 

and continue to deny all allegations of wrongdoing or liability against them or any of them arising 

out of, based upon or related to any of the conduct, statements, acts or omissions alleged, or that 

could have been alleged, in the Actions.  The Settling Defendants have further asserted and 

continue to assert that, at all relevant times, they acted in good faith and in a manner they 

reasonably believed to be in the best interests of Sanovas and its shareholders. 

Nonetheless, the Settling Defendants also have taken into account the expense, uncertainty 

and risks inherent in any litigation, especially in complex cases like the Action.  Therefore, the 

Settling Defendants have determined that it is desirable and beneficial that the Action and all of the 

claims and allegations asserted therein, and all of the Parties’ disputes related thereto, be fully and 

finally settled in the manner and upon the terms and conditions set forth in the Stipulation.  

Pursuant to the terms set forth below, the Stipulation (including all of the Exhibits thereto) shall in 

no event be construed as or deemed to be evidence of an admission or concession by the Settling 

Defendants with respect to any claim of fault, liability, wrongdoing, or damage whatsoever. 

VII. DISMISSALS AND RELEASES

The Stipulation provides that, subject to approval by the Court, for good and valuable

consideration, the Action shall be dismissed on the merits with prejudice as to the Settling 

Defendants, and Sanovas (on behalf of itself and each of its Related Parties) and by operation of 

law Sanovas’s shareholders shall and do completely, fully, finally and forever release, relinquish, 

settle, discharge, and dismiss each and all of the Released Parties from and with respect to any and 

all of the Released Claims.  The claims against the Remaining Defendants have not been released 

and may continue to be prosecuted on behalf of Sanovas in the Related Action. 

The full text of the Release and all pertinent definitions, including the definitions of 

Released Parties, Released Claims and Unknown Claims, can be found at pages 6-10 of the 

Stipulation and Agreement of Compromise, Settlement and Release. 
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VIII. ATTORNEYS’ FEES AND EXPENSES

To date, Plaintiffs’ Counsel have not received any payment for their services in prosecuting

the Action and Plaintiffs’ Counsel have advanced the costs of the litigation.  The fee requested by 

Plaintiffs’ Counsel would compensate counsel for their efforts in achieving the benefits for the 

Company described in detail in the Stipulation and for their risk in undertaking this representation 

on a contingency basis. 

As part of the Settlement Hearing, Plaintiffs’ Counsel intend to apply to the Court for an 

award of fees and expenses in connection with the Action which shall not exceed $1,459,000 and 

$28,000, respectively.  The Settlement, however, is not conditioned on the Court granting the Fee 

Application or awarding any particular amount of attorneys’ fees and expenses. 

Plaintiffs’ Counsel shall allocate any fee and expense award among the other Plaintiffs’ 

Counsel in the Action in a manner which they, in good faith, believe reflects their respective 

contributions in the institution, prosecution, and settlement of the Action.  The Settling Defendants 

and their counsel shall have no responsibility for, and no liability whatsoever with respect to, the 

allocation between or among Plaintiffs’ Counsel of any fees or expenses awarded by the Court.  

Any dispute regarding any allocation of fees or expenses between or among Plaintiffs’ Counsel 

shall have no effect on the Settlement. 

The Fee Application and information regarding the hearing to consider the Fee Application 

will be made available at www.sanovas.com.  

IX. SETTLEMENT HEARING

The Court has scheduled the Settlement Hearing for December 19, 2019 at 1:30 p.m.,

Pacific Standard Time, at the Marin County Superior Court, Department E, 501 Civic Center 

Drive, San Rafael, CA 94903, before the Hon. Andrew E. Sweet, to: (i) determine whether the 

Settlement of the Action on the terms and conditions provided for in the Stipulation is fair, 

reasonable and adequate to the Sanovas shareholders and to Sanovas and should be approved by 

the Court; (ii) determine whether the Final Judgment and Order of Dismissal should be entered in 

the Action pursuant to the Stipulation; (iii) determine whether Plaintiffs’ Counsels’ Fee 
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Application should be approved; (iv) hear and address any objections to the Settlement; and (v) 

rule on such other matters as the Court may deem appropriate. 

The Court has reserved the right to adjourn the Settlement Hearing or any adjournment 

thereof, without further notice of any kind to Sanovas shareholders.  The Court has also reserved 

the right to approve the Settlement at or after the Settlement Hearing with such modification(s) as 

may be consented to by the Parties to the Stipulation and without further notice to Sanovas 

shareholders. 

X. RIGHT TO APPEAR AND OBJECT

If you wish to object to any aspect of the Settlement, the Fee Application, or the Final

Judgment and Order of Dismissal, you must provide in writing your full name, appropriate proof 

of your Sanovas stock ownership as of the Record Date, the basis for your objection, and your 

signature or your attorney’s signature.  You may not ask the Court for additional terms; the Court 

can only approve or deny the Settlement.  You may also appear at the Settlement Hearing, either in 

person or through your own attorney.  If you appear through your own attorney, you are 

responsible for paying that attorney.   

All objections to the Settlement and the Fee Application shall be either (1) submitted to the 

Court either by mailing them to the Clerk of the Court, or by filing them in person at any location 

of the Court, OR (2) mailed to Plaintiffs’ Counsel, c/o Sanovas Derivative Action, Cotchett, 

Pitre & McCarthy, 840 Malcolm Road, Suite 200, Burlingame, California 94010 (in which case, 

Plaintiffs’ Counsel shall then file the objections with the Court on your behalf).  The deadline to 

submit objections is December 6, 2019 and any objections must be filed or postmarked no later 

than that date.  All written objections and supporting papers must also clearly identify the case 

name and number (Tribble, et al. v. Gerrans, et al., Case No. CIV1803695 (Marin Super.)).   

Any Sanovas shareholder who fails to object in the manner described above shall be 

deemed to have waived the right to object (including any right of appeal) and shall forever be 

foreclosed from raising such objection to the fairness, reasonableness or adequacy of the 

Settlement as incorporated in the Stipulation and to the award of attorneys’ fees to Plaintiffs’ 

Counsel, unless otherwise ordered by the Court, but shall otherwise be bound by the Preliminary 
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Approval Order, the Final Judgment and Order of Dismissal to be entered, and the releases to be 

given.  In addition, under California law, the act of objecting alone may be insufficient to preserve 

the right to appeal from any award of attorneys’ fees or from the Court’s entry of the Final 

Judgment and Order of Dismissal.  Hernandez v. Restoration Hardware, Inc. (2018) 4 Cal.5th 260. 

XI. ORDER AND FINAL JUDGMENT OF THE COURT

If the Court determines that the Settlement is fair, reasonable and adequate, the Parties will

ask the Court to enter a Final Judgment and Order of Dismissal, which will, among other things: 

1. Approve the Settlement as fair, reasonable and adequate to Sanovas and its

shareholders; 

2. Award reasonable attorneys’ fees and reimbursement expenses as the Court deems

appropriate, including but not necessarily limited to, consideration of Plaintiffs’ Counsels’ Fee 

Application; 

3. Release and discharge the Released Parties from any and all liability with respect to

the Released Claims; and 

4. Permanently bar and enjoin the institution or prosecution against the Released

Parties of any action asserting or relating in any way to the Released Claims. 

XII. SCOPE OF THE NOTICE

This Notice contains only a summary of the Action and the terms of the proposed

Settlement.  For a more detailed statement of the matters involved in the Action, reference is  

made to the pleadings, to the Stipulation and to all other papers publicly filed in the Action, which 

may be inspected by you or your attorney at the Office of the Clerk of Court for the Superior Court 

of the State of California for the County of Marin, Department E, 501 Civic Center Drive, San 

Rafael, CA 94903, during regular business hours of each business day.  Alternatively, the Court’s 

online docket, containing hearing dates, and other information about the Action, may be accessed 

by visiting http://apps.marincounty.org/BeaconRoa/BeaconROAStart.aspx and entering CIV 

1803695 as the Case Type & Number. 
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Please visit www.sanovas.com if you wish to obtain a copy of the Stipulation.  Should you 

have any other questions regarding the proposed Settlement or the Action, please contact 

Plaintiffs’ Counsel: 

Sanovas Derivative Action 
Cotchett, Pitre & McCarthy 
840 Malcolm Road, Suite 200 
Burlingame, California 94010 

PLEASE DO NOT CALL OR WRITE THE COURT REGARDING THIS NOTICE. 

DATED:  NOVEMBER 12, 2019 BY ORDER OF THE SUPERIOR COURT 
OF THE STATE OF CALIFORNIA FOR  
THE COUNTY OF MARIN 




