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ACTIVISION EARNINGS: Ongoing decline in spending
on traditional video games continues to hit Irvine company. Page 4

Investors
draw
lessons
from fund
arrests
Pacific Property Assets
lost an estimated
$115 million. Its owners
face 320 years in prison.

PHOTOS: SAM GANGWER, STAFF PHOTOGRAPHER

Union organizers and workers rally outside the El Super grocery store on Euclid Street in Anaheim in November.

ETHNIC-FOOD WORKERS
WANT TO SHARE IN GROWTH
Last November, Adrian Rocha, a meat
cutter, walked a picket line with about 50
fellow union members in front of the El Super grocery store on Euclid Street in Anaheim. The store caters to
Latino shoppers with a
bakery that churns out tortillas, a meat counter running the length of the store
packed with beef tripe,
tongue, chicken and pigs’
MARNI
feet, and a produce section
USHEROFF piled high with such exotic
STAFF
fare as cactus.
WRITER
What the store doesn’t
offer, Rocha and others
like him say, is paid sick days for its workers. Members of the United Food and Commercial Workers say that their pay is so
low they often have to show up even when

they’re ill.
“I haven’t missed work for five years,”
said Rocha, 26, a Fullerton resident. He’s
on the high end of the store’s pay range,
earning $15 per hour. “I’ve come in sick before. With what you get paid, if we miss one
day, it’s not enough. You gotta choose
sometimes between your health and not
paying the bills or rent.”
It’s unusual for union grocery store
workers not to have paid sick days. At ethnic supermarkets, though, it’s a rarity to
have a union contract at all.
Since the end of September, the food
workers union has been tackling the first
renewal of its agreement with El Super, a
contract the market inherited when it acquired seven Los Angeles-area and Orange
S E E E T H N I C ● PA G E 3

MORE INSIDE

HACKERS LIKELY GAINED ACCESS
THROUGH TARGET HEATING SYSTEM
Investigators zeroed in on remote access granted
through Target’s computerized heating and cooling
software in the recent data
breach at the retailer. Page 6

MICROCHIP CARDS

Chip

There’s a renewed push to fortify
personal data by switching U.S.
credit and debit cards to ones embedded with a tiny
microchip containing a customer’s data. Page 7

BEST DAY OF 20 1 4 FOR STOCKS
The stock market had its best day of the year,
nearly erasing the steep losses from early this
week. The Dow jumped 188 points. Page 4

MARKET
RECAP

Dow
Industrials
Close: 1 5,628.46
Change: +1 88.23

Adrian Rocha, 26, a
meat cutter at El
Super,
marches
with union
members
and other
workers
outside El
Super in
Anaheim
on Nov. 22.

Burned investors reacted with glee to
news that the owners of an investment
fund that lost an estimated $115 million
have been arrested on charges of running
a Ponzi scheme.
“Justice finally prevailed,” Kamal Rajkanan,
chairman of a creditors
committee,
said
of
Wednesday’s arrests of
Michael J. Stewart of
JEFF
Phoenix and John J. PackCOLLINS
ard of Long Beach. “It
STAFF
took a while. ... I hope peoWRITER
ple doing the same thing
will learn the same lesson.”
Victims of Pacific Property Assets’
bankruptcy said there also are lessons for
those who might be approached with similar investment pitches.
The first is, be skeptical. Do research
and ask a lot of hard questions, Rajkanan
said. Don’t assume that something is safe
just because it’s on paper. “Watch out for
your own interests,” he said. “Nobody
else is going to watch for you.”
Second, be leery when someone is offering you interest well above the market
rate. PPA, as the firm is known, paid up to
15 percent on promissory notes, at a time
when banks were lending money at 6 percent.
“If someone is borrowing money ...
above the market rate, you should ask
yourself, why are they not borrowing
from banks?” said Irvine investor
Richard McDonough, 76, a retired editor.
“The answer probably is because a bank
would not lend it to them.”
Stewart, 66, and Packard, 63, were
charged with 16 counts of mail, bank and
bankruptcy fraud stemming from their
operation of the Irvine-based firm. Packard pleaded not guilty in Santa Ana on
S E E P PA ● PA G E 3

Amazon snaps up another O.C. company
Tech giant acquires Irvine-based game studio
Double Helix in continued drive to build hub.
Amazon acquired Irvine-based
game studio Double Helix, continuing
its drive to build a technology development hub in Orange
County.
The secretive technology giant confirmed
the acquisition in a prepared statement but
declined to elaborate
IAN
on its plans, saying only
HAMILTON
the purchase was “part
STAFF
WRITER
of our ongoing commitment to build innova-

Nasdaq
Index
Close: 4,057.1 2
Change: +45.57

S&P 500
Index
Close: 1,773.43
Change: +2 1.79

tive games for customers.”
Orange County development studio
Shiny Entertainment, which was
founded by Dave Perry and made
games such as “Earthworm Jim,”
merged with The Collective in 2007 to
become Double Helix. It has 75 local
employees.
Perry eventually founded Aliso Viejo-based Gaikai, which Sony bought in
2012 for $380 million. Sony is using the
purchase to run PlayStation games
across multiple devices by way of ultraquick Internet connections.
1 0-year
Treasury:
Close: 2.70%
Change: +0.03

Oil per
barrel:
Close: $97.84
Change: +$0.46

The new acquisition by Amazon follows the 2008 purchase of another O.C.
game studio, Reflexive Entertainment,
which made a digital game distribution
service; the leasing of more than
100,000 square feet of office space next
SEE AMAZON

O.C. gas
prices:
Gallon: $3.626
Change: +0.005
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PPA: Owned 52
First American to buy loan analytics firm
apartment buildings
in 2009 bankruptcy
By MARNI USHEROFF
STAFF WRITER

the old ones – the definition
of a Ponzi scheme. The pair
Wednesday. Stewart is took on new investors
awaiting arraignment on through April 2009, two
the federal charges in Santa months before filing for
Ana, a spokesman for the bankruptcy.
U.S. Attorney’s Office said. ● Stewart and Packard siOn Thursday, he was or- phoned nearly $300,000
dered to appear Feb. 24 be- from PPA into personal
fore a federal judge in Santa bank accounts shortly before and after filing for
Ana.
PPA owned 52 small bankruptcy, shielding the
apartment buildings when money from creditors.
If convicted of all 16
it went bankrupt in June
2009, all but six of which counts, the pair face up to
went back to lenders be- 320 years in prison, prosecause they were worth less cutors said.
“I was delighted to hear
than their mortgages.
Nearly 700 investors lost it. It couldn’t happen to nicer people,”
$91.6 million
McDonough
according to
said sarcastia recently unSome who lent
sealed federal PPA money lost more cally. “The
sad part is
indictment.
than $ 1 million,
there are a
Banks
lost
investors said.
number
of
$24 million
people who
more.
pretty much
Among the
allegations in the 18-page put everything they had into this, and they’re really
indictment:
● PPA’s apartment investhurt. The good part is
ments were a money-losing (they) may actually get jusoperation since 2002. For tice.”
“It’s something that’s a
seven years, Stewart and
Packard generated cash long time coming,” added
flow by taking out increas- Inge Lihs, 81, of Palm Desingly large bank loans and ert, a retired hairdresser
by issuing promissory who had invested her life
savings in PPA along with
notes to investors.
● PPA had a net loss of $13
her late husband, Helmut.
million in 2007. Despite “They should (have been) in
this, Stewart and Packard prison for the last five
raised their salaries in 2008 years.”
Some who lent PPA monand 2009 to as high as
$750,000 a year, up from ey lost more than $1 million,
$400,000 to $660,000 a investors said. Injured paryear from 2002 through ties included attorneys and
2007. Each also received $3 tax accountants like Ed Giemillion in additional net bel of Long Beach, who lost
$50,000.
payments from the firm.
● Stewart
“I’m really happy that
and Packard
misled investors and banks they’re going to get their
about their firm’s financial just rewards,” Giebel said.
soundness while seeking
new loans and new invesC O N TA C T T H E W R I T E R :
tors, using proceeds from
7 1 4-796-7734 or
new loans to pay interest on
jcollins@ocregister.com
F R O M PA G E 1

AMAZON: Adds
game developer
F R O M PA G E 1

to the Irvine Spectrum; and
the hiring of dozens of gaming technology developers
in Lake Forest and Irvine.
Amazon is battling with
Apple, Microsoft, Google
and Sony to create and sell
content that spans phones,
tablets and TVs. The company appears to be investing heavily in creating
games that can be deployed
across multiple app stores.
Several patents filed by
Amazon, with Orange
County residents listed as
inventors, outline ideas that
would empower developers
to create games that could
run on multiple systems.
The first game the newly
formed Amazon Game Studios launched in late 2012,

“Air Patriots,” arrived for
download on Amazon, Apple and Google app stores at
the same time.
While Amazon has yet to
launch its own hardware
for putting content on a
television, its strategy for
low-margin profits on its
Kindle hardware poses intriguing possibilities. Currently living rooms are being invaded by the Sony
PlayStation 4, retailing at
$400, and the Microsoft
Xbox One, at $500, with
games that cost more than
$60 each.
Staff writer Kevin Sablan
contributed to this report.
C O N TA C T T H E W R I T E R :

949-229-2426 or
ihamilton@ocregister.com

First American Financial
Corp., a Santa Ana-based
insurance and financial services company, announced
Thursday that it will acquire Interthinx Inc., a provider of loan quality analytics, for $155 million.
First American is the

second-largest U.S. title insurer. Interthinx’s services
are designed to help mitigate risk in the mortgage
and retail lending marketplace.
“The sweeping market
and regulatory changes of
the past several years have
led to more demanding
mortgage origination requirements,” said Dennis

Gilmore, CEO of First
American Financial Corp.
He added that Interthinx, which is headquartered in Agoura Hills, will
allow the company to leverage its role in real estate
transactions to offer customers further assurances
in areas that present risk,
including fraud, identity
and income validation, col-

SAM GANGWER, STAFF PHOTOGRAPHER

Union organizer Gilbert Davila chants on a bullhorn as workers protest outside El Super in Anaheim in November.

ETHNIC: El Super, workers at table
F R O M PA G E 1

County stores from Gigante
in 2008. The rest of its
roughly 44 stores – all in
Nevada, Arizona and California – are non-union.
Ethnic supermarkets are
exploding in the region,
principally to serve Asian
and Latino shoppers, but
drawing a wider audience
as well. Nearly all are nonunion.
Union representatives
say non-union workers’
wages lag those of the big,
mainstream unionized supermarkets, though they
are in the same range in
terms of percentage of revenue, according to market
research firm IBISWorld.
“This is a new frontier for
Southern California because we’re seeing a rise in
ethnic-owned businesses,
especially grocery chains,
really expanding to serve
more diverse populations,”
said Allison Mannos of Los
Angeles Alliance for a New
Economy, an advocacy
group for workers. “What’s
happening here is sort of a
microcosm of what’s to
come.”
Ethnic supermarkets are
still a small slice of the entire grocery industry, at 5
percent, but their growth
has outpaced the rest of the
industry.
While ethnic supermarkets’ profits in the U.S. declined slightly over the past
five years, their revenue

grew by 25 percent over the
past 10 years, to nearly $28
billion, according to data
from IBISWorld. That compares with 2 percent revenue growth for the supermarket industry as a whole
during the same period, to
almost $518 billion.
That’s expected to continue. Ethnic revenue is
forecast to grow by 3.8 percent annually over the next
five years – much faster
than the overall industry’s
projected 0.8 percent
growth rate.
Nowhere is that truer
than California, which accounts for more than 20
percent of ethnic supermarket industry revenue.
These markets were
originally mostly smaller
mom-and-pop operations,
individually owned and
with fewer workers. That
made them harder to
organize, according to Saba
Waheed, a research director at the UCLA Labor Center.
“As they become medium-sized,” Waheed said,
“it’s becoming more like
you can unionize by stores.”
Bodega Latina Corp.,
which operates El Super
markets, had an estimated
$1.2 billion in sales in 2013,
according to Supermarket
News. Its Mexican parent
company, Grupo Comercial
Chedraui, operates a chain
of megastores, and founder
Alfredo Chedraui Obeso became a billionaire last Janu-

ary, according to Forbes. It
had a recent market capitalization of more than $2.7
billion.
Bodega Latina issued a
statement saying that it is
“working diligently” to
reach an agreement with
the union to renew the recently expired contract.
“We are committed to negotiating a fair contract for
our represented employees
and look forward to continuing negotiations with the
union in order to reach a
fair and equitable contract
in the near future,” the
company said.
The influx of ethnic, nonunion markets has coincided with a decline in union
membership in Southern
California, driven in part by
the burgeoning popularity
of Walmart stores. Union
membership, which was at
80 percent in the 1970s, has
dropped to 49 percent, according to Rick Eiden, executive vice president of
UFCW 324 in Orange County.
“The demographics of
this county have changed,”
Eiden said. “There’s a significant Latino population
in this county and Southern
California.
And
those
stores are going to continue
to grow and those workers
continue to strive to make a
living wage and have a voice
on the job and have decent
benefits for themselves and
families.”
Pay under the current El

Nothing boosts your bottom line like the ultimate
TV experience with DIRECTV.
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lateral adequacy and compliance.
First American will purchase Interthinx from Verisk Analytics Inc.
The deal is expected to
close March 31.
First American previously operated a mortgage
fraud detection business
when it owned First American CoreLogic.
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Super contract with UFCW
ranges from $9.20 per hour
for entry-level courtesy
clerks to $15.48 per hour for
meat cutters. The pay
range for union workers at
Vons, Albertsons, Ralphs,
Stater Bros. and Gelson’s
starts at $8.20 per hour but
goes up to $21.08 for meat
cutters,
according
to
UFCW.
In addition to paid sick
days, the unionized El Super workers’ demands include respect in how
they’re spoken to on the
floor and how hours are distributed – weekly schedules
can change with very little
notice. They’re asking for
wage increases and for the
non-union stores to join the
union.
The union would also like
to increase El Super’s definition of full-time work,
from 32 hours per week to
40, so that workers would
get more hours and more
pay. And it’s hoping to lower
the cost of health insurance, which ranges from
$47 to $287 per month.
Non-union El Super
workers declined to be interviewed for this article
out of concern for their
jobs.
The next round of negotiations
is
tentatively
scheduled for Feb. 20.
C O N TA C T T H E W R I T E R :

7 1 4-796-7920 or
musheroff@ocregister.com
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