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The year isn't even over, and already nine lawyers have been charged with insider trading 
in 2007. Though no one knows whether lawyers are misbehaving more than ever, they've 
had lots of opportunities in recent years: The boom in transactions means more insider 
trading temptations. 
 
Lawyers who give in to temptation can expect lots of government attention. “I'm not 
saying that lawyers are open targets,” says James McMahon, deputy chief of the fraud 
section, criminal division, of the U.S. Department of Justice, “but there’s concern about 
professionals getting involved in insider trading—particularly lawyers.” 
 
While the Securities and Exchange Commission pursues the vast majority of insider 
trading cases, Justice is called in for what former SEC associate director Paul Berger, 
now a partner at Debevoise & Plimpton, calls the most “serious and egregious” cases—
those that involve an “extensive illegal scheme, huge money, or the risk of money leaving 
the country.” Recently, both agencies have been aggressively going after lawyers 
implicated in insider trading. 
 
In March, in one of the largest and most notorious insider cases in decades, the SEC and 
the Justice Department charged more than a dozen defendants with securities violations, 
accusing them of trading illegally, using information stolen from Morgan Stanley & Co., 
Inc., and UBS Securities LLC. Among those charged was lawyer Randi Collotta, who 
worked in global compliance for Morgan Stanley. According to the SEC, Collotta 
regularly tipped off her husband, Christopher Collotta (a lawyer in a small firm), about 
pending acquisitions; her husband passed information to other conspirators. Overall, the 
scheme netted the defendants $15 million. 
 
Associate SEC enforcement director Scott Friestad calls Randi Collotta's role particularly 
egregious because she worked in compliance. “It was the fox guarding the henhouse,” he 
says. In May the Collottas pled guilty to securities fraud and conspiracy. Randi Collotta 
was recently sentenced to four years' probation and 60 days in prison, while her husband 
got three years' probation; both face SEC charges. 
 



Another henhouse guard who caught the government's attention was Kevin Heron, 
former general counsel of Amkor Technology, Inc., a major packager of semiconductors. 
Heron was also the company's chief insider trading compliance officer. According to the 
SEC, he executed more than 50 illegal trades in Amkor securities with a total value of 
$290,000. At press time Heron's criminal trial was scheduled to begin on October 15, 
while civil charges against him were pending. 
 
Three former Am Law 200 lawyers were caught up in a family-and-friends insider 
trading scheme that netted nearly $4 million. In February a former pharmaceutical 
executive, Zvi Rosenthal, and two of his sons (Amir Rosenthal, an associate at Thacher 
Proffitt & Wood, and Ayal Rosenthal, an accountant) pled guilty to securities fraud. 
 
According to the SEC, Amir Rosenthal also passed tips to his wife, Noga Delshad, a 
lawyer; a third brother, Oren Rosenthal, a former O'Melveny & Myers associate; and 
Thacher Proffitt associate Young Kim. (The inside information came from Zvi Rosenthal 
and did not involve clients of Thacher Profitt, the SEC says.) 
 
Recently Zvi Rosenthal was sentenced to five years in prison and a $100,000 fine, Amir 
Rosenthal to 33 months in prison and a $75,000 fine, and Ayal Rosenthal to two months 
in prison and a $5,000 fine. Oren Rosenthal, Delshad, and Kim only faced SEC charges 
(Kim settled with the SEC for $4,288 in disgorgement of the gains and $42,000 in 
penalties). According to Allen & Overy's Robert Knuts, who's representing Oren 
Rosenthal and Delshad, both are contesting the SEC charges. 
 
Attorney David Schwinger, who settled with the SEC this summer, only made $13,000 in 
profits from his insider stock trade. That paltry profit probably saved him from the wrath 
of the Justice Department, since the amount of the illicit profit is a key factor in the 
department's decision to pursue a case, McMahon says. 
 
The former managing partner of Katten Muchin's Washington, D.C., office, Schwinger 
bought Vastera, Inc., stock in 2004, just before the company was acquired. The SEC 
charged that Schwinger had learned about the impending acquisition from Vastera's GC, 
who had been interviewing with Schwinger for a job at Katten Muchin. 
 
In his settlement, Schwinger agreed to disgorge the $13,000 profit and pay $26,000 in 
penalties. Now a partner at Locke Liddell & Sapp, Schwinger says he believes his legal 
troubles are behind him, including the risk of disbarment. 
 
“My attorney and I believe that I haven't violated any ethical rules,” says Schwinger. His 
insider trading activity, though, “left people scratching their heads,” says the SEC's 
Friestad: “Why would someone who probably makes $1 million or more put [his] career 
at risk for something stupid?” 
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