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Ex-supermarket magna

ate

must repay his half-smter

Trust fﬂﬂd mm court says

By Kaith Darcé
Busness wiler

A state appeals court said John F. Schwegmann,
the former New Orleans supermarket magnate,
misused his half-sister’s trust fund and must pay
her for the st money.

An attorney for Margaret Melba Schwegmann
Brown said Thursday that the amount owed by
John Schwegmann could run as high as $5 million.

The recent ruling, which overturned a lower
court decision, was the latest blow to the Lakefront

See SCHWEGMANN, C-5

State began
garnisheeing
wife’s pay
in April "02

SCHWEGMANN, #om c-1

businesaman who in recent
years lost the family-owned
Sehwegmann Giant Super Maz-
kets, watched his and his wife's
political ecareers falter and

ﬂ-fafmdﬂeluph:. his
father for Broemn when she was

a young girl

“In effect, (Schwegmann) was
using his sister's trust funds for
hiz own personal benefit. This
type of sclf-dealing by trustees
in the form of loans is absolutely
prohibited” by state civil law,
the judges wrote

Schwegmann's [ailure to es-
tablish a separate bank aceount
for Brown's earnings was “an
expreszs failure to safeguard
trust funds by segregating them
from other monies,” according
to the judges

Schwegmann's attorney did
not return a telephone message
requesting comments about the
recent ruling. Schwegmann
could not be reached

The judges ordered the lower
court to determine how much
money Sch owes his
sister for misusing the trust
Fumd

Smith said he will ask the dis-
trict judge to base the award on
the amount of money that would
have been in the trust had the
funds been invested properly in

Crver time, other trustees of
!‘]13 fund died or resigned, leav-

ing management of the money

solely to Schwegmann and his
wiffie, Melinda Schwegmann, said
Mew Orleans attorney Randall
Smith, who represented Brown
in the case

The trust congisted of
Brown's 3 percent stake in the
Schwegmann family business,

which she received from her In-
ther, John G. Schwegmann,

when she was a young girl The
younger John Schwegmann re-
ceived 82 ]ier::ent of the busi-
ness. A third sibling, Guy
Schwegmann, received the re-
maining shares. The trusts wore
set up before the senion
Schweogmann died in 1995

Between 1986 and 1996,
Brown's ehares of the business
earncd about $554,000, mainly
in dividends But the money
never reached Brown, according
to the ruling

Instead, Schwegmann re-
invested Brown's earnings in

a stock portfolio or other typical
investment instruments

He said the cladm could be as
high as 5 million depending on

the u:freulvenm of the invest-
mant nstruments used as ba-

Se ann's
the mm
Earlier this year, one of
Sehwegmann's attorneys said
his client wasn't able to pay a
£5.4 million ¢laim he owes to

to pay

for compensation for food
vouchers they were promised
before the company was sold
and eventually went out of busi-
"T'hg

business ran trouble in the
mid-1990s after an ill-timed ex-
pansion launched by Schweg-
mann and an o t of new
competition in the company's

biggest markets
In 1996, Schwegmann lost 1e-
election to the state Public Serv-

the family business, which he
controlled

In a trial of the suit in g
2002, Schwe testified that
reiny ineome was sim-

ply a continuation of the prae-
tice that his father wsed when
the father Brown's trust.

Distriet Ju Nadine Ham-
soy, who originally heard the
case, with that argument
and ruled in favor of Schweg-
mann in the case

But the said
r.ttm:;?fﬂnehdges

*(Sch 's) contention
that he managed the trust funds
in the manner his father pre-
seribed is seriously flawed,” the

g
judges noted that at the
same time Schwegmann was
putting Brown's earnings back
into the farnily business, he was
keeping his own dividends for
himself and borrowing millions
of dollars from the grocery
chain to finance expenses for
himself and his family

jee Commission seat he had held
gince his father gave up the of-
fice. Over the following six years
he lost two more bids to rejoin
the utility regulatory panel

His wife, former Lt Gov. Me-
linda Schwegmann, lost a bid for
governor in 1985 She soon re-
turned to public office by win-
ning & seat in the state House of
Representatives, but she gave
up that position this year to
make an unsuccesafinl bid to re-
turn to the lisotenant governor's
office

With the coaple facing several
million dollars in various legal
claims, the state in April 2002
began garnisheeing a portion of
Melinda Schwegmann's wages
a5 a state representative to
cover a judgment against them.
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