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Kenneth W. Mattson

1 SANTA ROSA, CALI FORNI A, FRI DAY, SEPTEMBER 19, 2025, 11:27 AM
2 - 000-

3 (Call to order of the Court.)

4 THE CLERK: Kenneth W Mattson.

5 MS. AUERBACH. Good norning, Your Honor. Ruth

6| Auerbach appearing for M. Mattson.

7 M5. POLLOCK: Good norning, Your Honor. Randy Sue

8| Pollock appearing on behalf of M. Mttson. |'mcounsel in the
9 district court proceedi ngs.

10 THE COURT: Right. Al right. GOkay. Let's first

11| deal with Ms. Auerbach's notion to convert the case to a

12| Chapter 7. It was an -- it was filed ex-parte. And how this
13| arose was that when M. Mattson and the petitioning creditors
14| resolved his involuntary, they did so by a stipulation whereby
15/ M. Mattson agreed to agree to the entry of an order for

16| relief, effective Septenber 7th. And there is a statenent

17| there | think by the conmttee in the -- the conmttee in the
18 LeFever Mattson Chapter 11 matters that it would not "oppose”
19| conversion to a Chapter 7.

20 But Ms. Auerbach, ny concern was that didn't relieve
21 you of the obligation to notice that notion on -- and renenber,
22 the commttee only represent -- the conmttee represents eight
23| people. Eight nmenbers. It doesn't represent the entire

24| unsecured creditor/secured creditor body. And they're entitled
25| to notice, Ms. Auerbach. Again, | --

eScribers, LLC

Case: 24-10715 Doc# 261 Filed: 09/23/25 Entered: 09/23/25 13:26:13 Page 6 of
91



Kenneth W. Mattson

1 M5. AUERBACH: As | read.

2 THE COURT: Right. So again, and again we're talKking

3| about -- so then the question is, well, who's exactly entitled

4| to notice. | don't know whether anyone has filed requests for

5/ special notice in the Kenneth Mattson matter beyond the

6| commttee. Again, | don't know who else is -- who else is an

7| interested party in the Mattson case. So shouldn't you notice

8 it out on those fol ks?

9 MS. AUERBACH. Well, Your Honor, mny understanding of
10| the Code and Rules is that if this had been a voluntary case,
11| the debtor had the absolute right to convert the case to
12| Chapter 7 and woul d not have had to have given notice. The
13| involuntary petitioning creditors agreed that it could be a
14| Chapter 7.

15 THE COURT: Yeah.

16 MS. AUERBACH. All right. So 1111. 1112. \hatever
17| that (indiscernible) --

18 THE COURT: Yeah, but those were two creditors. So
19| again, ny question is there anyone el se who needed to get

20 notice of this?

21 MS. AUERBACH. | do not believe so, Your Honor.

22 THE COURT: Anyone el se have any conments?

23 M. Taylor.

24 MR TAYLOR  Your Honor, LeFever Mattson debtors don't
25| oppose. And | believe this the stipulation that led to all of
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Kenneth W. Mattson

this was noticed so that creditors would have gotten --

THE COURT: But that just says that you woul dn't
oppose it. | mean, it doesn't --

MR. TAYLOR Correct.

THE COURT: No, | understand.

MR. DAY: Your Honor, this is Jared Day for the United
States Trustee. That was the --

THE COURT: And again, if |I look at 1112, | al nost
t hought -- the debtor may convert a case on this Chapter to a
case under Chapter 7 of this title, unless the case originally
was commenced as an involuntary case under this Chapter. So to
say that he had the absolute right to do so is probably
I ncorrect.

MS. AUERBACH. Well, no, what | said was, Your Honor,
that had this been a voluntary case --

THE COURT: Right.

MS. AUERBACH. -- he woul d have had the absolute right
to do.

THE COURT: But it wasn't. And then --

MS. AUERBACH: | understand that --

THE COURT: Wait. Wait. Wait. Wit. Oay. Then
1112(b) says, After noticing the hearing, court shall -- |
mean, sure. Court shall convert or dismss, depending on
what -- so here. Let ne ask a broader question. Are there any

other interested parties in the Kenneth Mattson case ot her than
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Kenneth W. Mattson

the comm ttee?

Ms. Auer bach.

MS. AUERBACH. Not to ny know edge because we haven't
been able to file schedul es.

THE COURT: Right.

MS. AUERBACH. So don't know who the creditors are.
My sense is that nost of the creditors of M. Mattson are
really creditors of the entities. And if they have clains
against him they're sort of --

THE COURT: Right. No, | understand. GCkay.

Anyone in the courtroomobject to the conversion of
M. Mattson's Chapter 11 to a Chapter 77

Ckay. Motion's granted. Case is converted to Chapter

MS. AUERBACH. Thank you, Your Honor. There's one
other little issue. W're supposed to file schedul es by today
or there would be an automatic dismssal. M guess is the
creditors conmttee does not want that -- or the petitioning
creditors don't want that. So maybe we shoul d get an extension
S0 a trustee can file them

THE COURT: |'mgoing to -- anyone want to make an
oral notion to extend the tinme?

MR TAYLOR  Yes, Your Honor.

THE COURT: Ckay.

MR TAYLOR We'll nmake a notion to extend the tine.

eScribers, LLC
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Kenneth W. Mattson

10

THE COURT: That being one of the petitioning
creditors, correct?

MR. TAYLOR Correct.

THE COURT: Ckay.

MR TAYLOR  LeFever Mattson, petitioning creditor.

THE COURT: Right. Again, that's alnost |ike a get
out - of - bankruptcy card. It's been tried during BAPCPA, early
BAPCPA era, and it just doesn't work. It's not going to work
here for obvious reasons. So I'll enter the --

Ms. Auerbach, are you going to upload the order
converting the case to Chapter 77

M5. AUERBACH: | wll, yes.

THE COURT: Right. Wich neans |'mgoing to set a
hearing --

M5. AUERBACH. And | don't know how quickly the U. S
trustee's office will appoint a trustee.

THE COURT: Right. 1'mgoing to hold a hearing as to
a deadline for filing M. Mttson's schedul es and ot her
docunents under 521. Just have a hearing on that on Cctober
24th at 11 o' cl ock.

MS. AUERBACH: Your Honor, I'mgoing to be traveling
that day. Although, I may not need to be there, but it's going
to be really difficult for me to --

THE COURT: (kay. How about OCctober 317

M5. AUERBACH:. That's fine.

eScribers, LLC
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Kenneth W. Mattson

11
1 THE COURT: Right. And | assune that a Chapter 7
2| trustee will be appointed well before then. Chapter 7 trustee
3 wll probably contact you, Ms. Auerbach. And --
4 M5. AUERBACH: Yes.
5 THE COURT: -- whoever the trustee is, he or she wll
6| start working towards that. Ckay. So I'll have a hearing
7| October 31st at 11 o'clock to determ ne the deadline for when
8 schedul es and ot her documents under Section 521 of the Code
9| need to be filed.
10 MS. AUERBACH. Thank you. And sonmeone will notify the
11| clerk's office not to enter the automatic di sm ssal ?
12 THE COURT: Yes.
13 M5. AUERBACH: Okay. Thank you, Your Honor.
14 THE COURT: Thank you.
15 Ckay. | think the remaining matter -- the other
16| matter in the Mattson case is Ms. Pollock's request for relief
17| fromthe preservation order. Essentially, request for to
18| obtain funds to assist himin in his crimnal defense in the
19| district court. |I've read the notion. |'ve read the
20| commttee's reply.
21 Ms. Pol | ock, anything you want to add?
22 MS. POLLOCK: Briefly, Your Honor. \While, this notion
23| may technically be noot, Judge Tigar's order was issued on
24| August 13th.
25 THE COURT: | read it.
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Kenneth W. Mattson

12
1 M5. POLLOCK: Right. Just the date w se.
2 THE COURT: Right.
3 M5. POLLOCK: And | filed, | believe, on the 22nd.
4| And the portion of Judge Tiger's order was directing ne
5 basically to bring this matter before this Court because he did
6| not know the position of bankruptcy regarding any sale. So it
7| is an inportant Constitutional issue that | need to bring back
8| to Judge Tiger for hearing, depending on the result in this
9 Court, in order to preserve that issue so --
10 THE COURT: Okay. Any further comments from --
11| think it was the commttee that opposed it.
12 MR. TAYLOR W filed it jointly, Your Honor. It's
13| all laid out in the opposition.
14 THE COURT: Right.
15 MR TAYLOR Now, in particular that this is in a
16| Chapter 7, it's not only noot, but it seens --
17 THE COURT: Right. So this is a hearing on the notion
18| filed by M. Mttson's crimnal defense attorney for relief
19 fromthis Court's preservation order, which was issued under
20| the Bankruptcy Code Section 303(f). M. Mttson needs funds to
21 pay for his crimnal defense in the United States v. Mattson,
22| pending before the district court Judge Tigar out of the
23| Northern District of California. H s crimnal defense counse
24| is asking this Court to nodify its preservation order and all ow
25| himto use the future sal es proceeds of several pieces of real

eScribers, LLC
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Kenneth W. Mattson

13
1 property, including properties |ocated in Piednont and Del Mar,
2| California, for that purpose. The KSMP bankruptcy estate and
3/ the creditors commttee and the LeFever Mattson Chapter 11
4| bankruptci es have objected.
5 Just two general coments, Ms. Pollock, regarding the
6 notion.
7 One, notion notes that the LeFever Mattson Chapter 11
8| cases are generating substantial professional fees. | think we
9 all recognize that. And it's this Court's obligation to
10| carefully scrutinize those fees before approving them As part
11| of that process, interested parties, including creditors and
12| the debtors thenmselves and the Ofice of the United States
13| Trustee, may object to the fees under Bankruptcy Code Section
14| 330.
15 And |'ve received those -- and |'ve received
16| objections. Again, |'ve reviewed substantial fees so far. Had
17| lengthy hearings on them And the U S. Trustee has filed
18| objections to sonme of them M. Mttson is concerned wth the
19| anount of professional fees being incurred. He should assi st
20| this Court and object to them and he's chosen not to do so to
21| date.
22 The notion also alleges that the properties that have
23| been sold in the LeFever Mattson Chapter 11 cases have been
24| sold at -- have been sold at severely discounted prices.
25| That's the allegation. | want to remnd M. Mittson that each

eScribers, LLC
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Kenneth W. Mattson

14
1 sale notion that |1've reviewed, and there have been nany of
2| themto date, describes the efforts nmade by the LeFever Mattson
3| debtors and their real estate professionals to obtain the best
4| price for the real estate hol dings that have been sold. And I
5/ can just tell you that their efforts to sell these properties,
6| again, they're outlined in these notions.
7 They actually state. They literally state how many
8| open houses. Wo has received notice of these sales. Their
9 efforts have been substantial. And again, if M. Mttson
10| believes that the prices were unreasonable, he could have
11| objected to those sales, and he did not.
12 The good news, | suppose, is that the risk -- is that
13| the real property owned by his bankruptcy estate hasn't been
14| sold, and there'll be a Chapter 7 trustee appointed. | assune
15| that trustee will attenpt to sell the property. | don't know
16| what the sales proceeds will generate. | don't knowif the
17| plan in the fever Mattson cases is going to have sone demand on
18| those funds. | guess we'll have to -- we'll have to wait and
19| see.
20 But again, if he believes this is an ongoing issue and
21 if he believes that the properties that are in his Chapter 7
22| bankruptcy estate are not being nmarketed properly, he may be an
23| interested party. M may object. So | just want to rem nd you
24| of what he hasn't done and what he still can do.
25 Your notion, however, is denied. First, the

eScribers, LLC
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Kenneth W. Mattson

1 preservation order, which was in effect during the duration of
2| the involuntary proceeding, is no longer in effect. And again,
3| M. Mttson consented to an order for relief as of Septenber

4| 2nd, 2025. | believe | signed the order for relief on

5/ Septenber 5th. The bottomline is no different, however,

6| whether there's a preservation order or not a preservation

7| order. However, since the Mattson bankruptcy estate still

8| needs a bankruptcy court order authorizing real property sales
9| and disbursement of the sales proceeds. Again, no property has
10| been sold.

11 As M. Mttson hinself concedes, as Judge Tigar noted
12| in his August 13th, 2025 order denying defendant's notion for
13| hearing on notion to nodify pre-trial asset restraint, as

14| correctly argued by the conmttee, KSWMP, and LeFever Mattson
15| Chapter 11 debtors, the bankruptcy case | aw al nost universally
16| holds that the use of bankruptcy estate funds to pay for

17| debtor's crimnal defense does not benefit the bankruptcy

18| estate and therefore is rarely, if ever, permtted.

19 And the sane is true here. M. Mittson has not

20| denonstrated how the Mattson bankruptcy estate woul d benefit
21 fromfunding his crimnal defense. | also note the

22| procedurally awkward posture of this notion since you haven't
23| filed an application to be enployed. [|'mnot saying you

24| should, but I'msaying you haven't filed one. And typically,
25| that's the context in which bankruptcy courts consider this

eScribers, LLC
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Kenneth W. Mattson

16
1 type of request. But again, and of course, it's also a
2| hypothetical request because no property has been sold.
3 But again, 363. Chapter 7 trustees. Chapter 7
4| debtors can only use funds that -- | nmean, if they want to
5/ spend funds, it has to benefit the estate. And as the
6| bankruptcy case | aw establishes, funding a Chapter 7 -- now a
7| Chapter 7 debtor's crimnal defense does not benefit the
8| bankruptcy estate. So at this point, your notion is denied.
9 | also want to nmention that, notw thstanding this
10| request, the title of the property is nentioned by M. Mttson
11| is cloudy. | don't know the extent to which he actually is on
12| title to these properties, which wuld, again, nmake your
13| request even a bit nore difficult to grant.
14 "1l prepare that order. Thank you.
15 MS. POLLOCK: Al right. Thank you, Your Honor.
16 (Wher eupon these proceedi ngs were concl uded at 12:12 PM
17
18
19
20
21
22
23
24
25
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KS Mattson Partners, LP

17

SANTA ROSA, CALI FORNI A, FRI DAY, SEPTEMBER 19, 2025, 12:27 PM
- 000-
(Call to order of the Court.)

THE CLERK: Line item nunber 15, Your Honor. KS
Mattson Partners, LP.

MR. WYNNE: Good afternoon, Your Honor. Richard Wnne
of Hogan Lovells with Erin Brady on behal f of KSMP.

MS. GRASSGREEN: Good afternoon, Your Honor. Debra
Grassgreen Pachul ski Stang Ziehl & Jones and Jason Rosel |
Pachul ski Stang Zi ehl & Jones, on behalf of the conmmttees in
LeFever Mattson and KSMP.

MR. TAYLOR  David Taylor, again, for the LeFever
Mat t son debt ors.

THE COURT: |s there a commttee in the KSMP case

M5. CGRASSGREEN. Qur conmittee has been appointed as
the coomittee in both cases --

THE COURT: Ckay.

M5. GRASSGREEN: -- following the entry of the joint
adm ni stration order, Your Honor.

THE COURT: kay. Thank you.

Anyone el se naki ng an appearance?

MR AUERBACH. Good norning, Your Honor. Ruth
Auer bach appearing for Kenneth Mattson.

MR. FICKS: Your Honor, are you calling all the

LeFever Mattson cases now?

eScribers, LLC
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KS Mattson Partners, LP

1 THE COURT: No, | think we'll deal with it -- there

2| are sone discrete KS Mattson, LP, correct, M. Wnne?

3 MR WYNNE: Yes, Your Honor.

4 THE COURT: | think use of funds to pay sone

5 (indiscernible) --

6 MR. WYNNE: Forfeiture on the Oregon property.

7 THE COURT: Right. And also, | think the --

8 So M. Ficks, | think the answer is no, not yet.

9 And al so the final hearing on the borrow ng request.
10 MR WYNNE: The final DI P hearing. Your Honor, we
11| weren't sure what order you wanted to do it in because really,
12/ we did a joint status report because it involves the plan.

13 THE COURT: Right.

14 MR WYNNE: | don't knowif you want to do that first
15| and then these matters --

16 THE COURT: Well, there's sone discrete KS Mattson
17| matters and matters that we can probably -- two, correct?

18 MR. WYNNE: The Oregon forfeiture, the tax

19| forfeiture --

20 THE COURT: Right.

21 MR WYNNE: -- and then the final D P hearing are just
22| KSMP. The nediation notion is joint in both estates.

23 THE COURT: Right. Right. Right. R ght.

24 MR. WYNNE: And then the status conference is joint.
25 THE COURT: kay. Yeah. So why don't we --

18
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KS Mattson Partners, LP

1 MS. GRASSGREEN:  You Honor, the status conference is

2| may provide sone color to the other notion. So | wonder if you
3/ want might want to (indiscernible) first.

4 THE COURT: Well, some, but only if the color is white
5 or black. So the answer is --

6 MS. GRASSCREEN: | have col ored denonstratives for

7| you, Your Honor.

8 MR. WYNNE: Well, we're happy to do it in whatever

9| order.

10 THE COURT: |'ve read everything that you've -- al npst
11| everything you' ve submtted so let's -- hang on. Let ne.

12 MR. WYNNE: Your Honor. Very easy. \Whatever order

13| you'd like, we're happy to do it in

14 THE COURT: No, | appreciate it. And I'll probably --
15| again, I've got the -- okay. Let's deal with the DIP

16| financing.

17 MR WYNNE: Your Honor, M. Schwartz is on who did the
18| initial interimDI P hearing and who handl ed all the

19| negotiations. He's on by Zoom
20 THE COURT: Right.
21 MR SCHWARTZ: Good afternoon, Your Honor. Todd
22| Schwartz of Hogan Lovells, on behalf of debtor KS Mattson.
23 THE COURT: Do you have soneone on behal f of Serene?
24 MR RUBINSTEIN: Yes. Good afternoon. Good
25| afternoon, Your Honor. Vadi m Rubenstein of Loeb, counsel for
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1| Serene.
2 THE COURT: Good afternoon.
3 MR COHEN: And good afternoon, Your Honor. Ted Cohen
4| of Sheppard Mullin for Socotra Capital.
5 THE COURT: kay. Good afternoon.
6 The KSMP has a interimorder approving the use of, |
7 think, one mllion of a four mllion dollars what I'Il call a
8| line of credit with Serene. And today was the -- and | assune
9 the one mllion has been fully consuned?
10 MR SCHWARTZ: Your Honor, again, Todd Schwartz of
11| Hogan Lovells on behalf of Debtor KS Mattson. Just to let Your
12| Honor know that responsible individual Robbin Itkin is also on
13| Zoom --
14 THE COURT: Ckay.
15 MR SCHWARTZ: -- here with us today. After the entry
16| of the interimorder, the debtors -- or I'msorry, the debtor
17| called down 750,000 dollars of the mllion-dollar availability
18| today. Let's see. It's 9/19. W're sitting on approxi mtely
19| 250,000 dollars --
20 THE COURT: Right.
21 MR. SCHWARTZ: -- of cash right now.
22 THE COURT: Okay. And the issue | had is | think on
23| the 17th, there's docunents, about 140 pages, was filed, and |
24| just didn't have tinme to go through it. | assune that there
25| weren't going to be any surprises, but I'd like to reviewit
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1 before | sign off on anything. Let ne ask sonme questions.
2 M. Schwartz, go ahead.
3 MR SCHWARTZ: Well, | was just going to say, Your
4| Honor, so we filed updated DI P order and revised credit
5/ agreenent last night with blacklines against the original final
6| DIP order and final credit agreenent that we filed back on
7| Septenber 5th. The changes are nomnal. Extending the
8| maturity date. Ganting Consultation
9 Sorry, Your Honor. Go ahead.
10 THE COURT: Right. And remind nme, the maturity date
11| is now sonetinme in January or February?
12 MR. SCHWARTZ: February 6th of 2026.
13 THE COURT: Right. GCkay. Here is a couple questions.
14| There's property to be sold. Let nme ask. 1'Il be blunt. Do
15/ you really need the three mllion? Do you really need to
16| borrow three mllion dollars? And if so, why? Because you're
17| going to be selling property, which will generate funds for the
18| estate, and ny concern is that it's at a substantial cost.
19 MR SCHWARTZ: Sure. Sure, Your Honor. | can address
20| that. So as you call it, the line of credit is up to four
21 mllion dollars. W' ve drawmn down 750 in cash. That cane at
22| the time with a 100, 000-dollar facility fee.
23 Getting access to the additional call it three mllion
24| dollars we think is necessary to fund current operations. And
25| while the debtors are in the -- the debtor's in the process of
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selling these properties, there's no guarantee on how nuch is
going to conme in fromthat sale process or when. W have nmade
certain assunptions in connection with the DI P budget about how
much end proceeds the debtor is going to -- is going to
receive.

| think it's inportant to note, however, Your Honor,
that we're only paying interest on the anount that we draw
down.

THE COURT: Right.

MR SCHWARTZ: We're paying the facility fee. But
getting access to the full three million dollars we think is a
reasonabl e exerci se of business judgnent, in case there are
nore renedi ation issues that conme up that we've had to dea
with today --

THE COURT: Right.

MR. SCHWARTZ: -- and other operational costs of the
est ate.

THE COURT: Are any of the funds going to be used to
pay professional fees?

MR. SCHWARTZ: So as of right now, Your Honor, the DIP
budget does not contenpl ate paynent of professional fees --

THE COURT: kay. Okay.

MR SCHWARTZ: -- through m d-Decenber. Um hum

THE COURT: Right. Gkay. So M. Schwartz, docunents

wer e upl oaded, you said. Some redline/blackline versions were
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upl oaded | ast night for me to take a look -- for nme to review?

MR SCHWARTZ: That's correct, Your Honor.

THE COURT: Okay. So with those explanations, let nme
review the order. It sounds like |I'mnot going to have any
problenms signing it. If I do, I'"Il imediately |let you know
that. And we can set, again, a really pronpt hearing next
week. But I'mgoing to assunme |I'm not going to have any
Issues. So let ne just take a | ook at the order.

Anyone have any ot her comments?

MR. ROSELL: Your Honor, Jason Rosell on behalf of the

commttee. The order that was uploaded |ast night did reflect
the comments provided by the conmttee. And so the conmmttee
has signed off on the form of order.

THE COURT: kay. Anyone el se have any conments?

kay. So M. Schwartz, after | get off the bench,
"1l take a | ook. And hopefully, everything will be okay. If
not, I'Il let you fol ks know i medi ately.

MR. SCHWARTZ: Great. Thank you, Your Honor.

THE COURT: Ckay.

UNI DENTI FI ED SPEAKER: Thank you, Your Honor.

THE COURT: Thank you.

Okay. Now, we turn to the notion to use funds to
avoid, | guess, the tax foreclosure.

MR. WYNNE: Thank you, Your Honor.

THE COURT: M. Wnne, go ahead.

23
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1 MR. WYNNE: Richard Wnne of Hogan Lovells for KSMP.

2| | believe it's a redenption anount.

3 THE COURT: Redenption. | apologize. Correct.

4 MR WYNNE: And it's 16,000 dollars, Your Honor, and

5 we think the property is worth several hundred thousand. So

6| obviously, a --

7 THE COURT: Right.

8 MR. WYNNE: -- good use of estate resources.

9 THE COURT: Right. 1'mjust going to note one thing.
10| You know ny fixation on fees and things like that. The point
11| was made in the notion that you probably didn't need to file
12| this on shortened tine. And | did the math. And the interest
13| rate that accrues on this debt is about four dollars a day.
14| You know where this is going. The cost of filing the
15| application for an order to short tinme was probably nore than
16| four dollars a day. | just note that. However, better safe --
17 MR WYNNE: Your Honor, we're happy to wite it off.
18 THE COURT: | under st and.

19 MR WYNNE: No worries.

20 THE COURT: Better safe than sorry, particularly if
21 this property is worth several hundred thousand dollars, and
22 the only debt against it is this real estate tax debt. So and
23| there are funds in the estate obviously to pay it.

24 So the notion's granted.

25 MR. WYNNE: Thank you, Your Honor.
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1 THE COURT: Yep. |Is that the only Sheppard --

2 MR. WYNNE: That's the only uniquely KSMP matters.

3 THE COURT: Ckay. So that then takes us to the

4| various LeFever Mattson matters, correct?

5 MR. WYNNE: Correct.

6 THE COURT: Ckay.

7 MR WYNNE: We have the status conference, Your Honor,
8| and the notion to approve the nedi ator costs.

9 THE COURT: Ckay.

10 MR. WYNNE: | don't know which you'd like to take

11 first.

12 THE COURT: G ve ne one second. Interesting. Let's
13| deal with the nediator

14 Appear ances, pl ease.

15 MR. FICKS: Thank you, Your Honor. G egg Ficks for

16| creditor and interest hol der Tinothy LeFever.

17 MR WYNNE: Again, Richard Wnne, Your Honor, for

18/ KSMP. And I'mgoing to -- |I'l|l be presenting the notion on

19| behalf of the joint parties that filed it, the LFM estate and
20, the commttee.
21 THE COURT: M. Cohen, do you want to make an
22| appearance?
23 Thank you.
24 MR. COHEN. Yes, Your Honor. Thank you. Ted Cohen on
25| behalf of the other nediating party, Socotra Capital.
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1 THE COURT: Anyone el se naki ng an appearance here?
2 Ckay. This is a hearing on a notion to obtain Judge
3| Bogdanoff as nediator regardi ng the bankruptcy estate's
4| potential clains against Socotra Capital. There's been no
5/ opposition to -- there's been no opposition to the notion. 1Is
6| there any --
7 Anyone here to file opposition or state or oppose the
8| nmotion in any way, shape, or fornf
9 Ckay. Not hearing any. There's grounds for ne to
10| appoint himas the nediator. |1'mgoing to grant it under
11| Sections 105 and 363 of the Code.
12 MR. WYNNE: Thank you, Your Honor.
13 THE COURT: kay. Wiich now takes us to, | guess, the
14| status conference.
15 MS. GRASSGREEN: Good afternoon again, Your Honor.
16| Debra G assgreen, Pachul ski Stang Ziehl & Jones --
17 THE COURT: Al right.
18 MS. GRASSGREEN: -- on behalf of the creditors
19| commttees in the LeFever Mattson and the KSMP cases. W have
20| a proposal about kind of how to proceed today. | have --
21 THE COURT: |'mgoing to -- I'msure you do, but |et
22| nme ask sone questions. And --
23 MS. GRASSGREEN: And | just had a few introductions.
24| Could I nmaybe --
25 THE COURT: Sure. kay.
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1 M5. GRASSGREEN: -- nmmke the introductions? GCkay,

2 Your Honor.

3 THE COURT: No. Go ahead. Go ahead.

4 MS. GRASSGREEN:  Your Honor, there are four menbers of
5 the creditors commttee here, and | would Iike to introduce

6| themto you --

7 THE COURT: Sure. Sure.

8 M5. GRASSGREEN: -- if it's okay. This case has been
9 pending for a year, but this is a pretty pivotal point in this
10| case, as we're noving towards confirmation. And that is why
11| the commttee nenbers are here. They've been incredibly

12| involved, not only in our weekly conmttee neetings, but in

13| investor-to-investor communi cations and ki nd of keeping the

14| victimcomunity together.

15 So they're in this front row here. So we have Kevin
16| Katari, who's the chair of the conmttee. W have Walter

17| Schenk, Mae Unbriac, and G aham Anderson. So that's four of
18| our eight nenbers who took the tinme --

19 THE COURT: Right.

20 M5. GRASSGREEN: -- today to come here, just because
21 it was really inportant that they are involved, they are

22| engaged, and they are supportive. And --

23 THE COURT: Okay. Their time and efforts are greatly
24| appreciated by the Court.

25 Let me start out, and then I'Il let you pursue the
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1 path you want to take.
2 | read the disclosure statenent. A couple questions.
3| There are exhibits that have to be -- and | know that you've
4 given me a deadline -- | nean, a tineline. There are exhibits
5/ that have to be-- | was | ooking forward to reading the PwC --
6| the investigative report. Wsn't attached. | was
7| disappointed. But when are the exhibits going to be filed?
8 M5. GRASSGREEN: Wl |, Your Honor, | don't know if you
9 saw in the status report, and | do have two denobnstrative
10| exhibits that | can -- if I can approach, | printed out, and if
11| anybody el se needs a copy. It does go through our tinmneline,
12| and |I'm happy to explain --
13 THE COURT: | think | -- | think it's part of your --
14 M5. GRASSGREEN: It was part of the status report.
15 THE COURT: Yeah, |'ve got it --
16 M5. CGRASSGREEN. Does anybody el se need a copy
17| sonewhere?
18 THE COURT: -- sonewhere.
19 M5. GRASSGREEN. (Gave M. Ficks a copy.
20 THE COURT: I've got it. But it's --
21 M5. CGRASSGREEN. kay. So our plan, Your Honor, and
22 if you -- what | was going to propose to the status report was
23| that first, we walk through the docunents that was filed and
24| what wasn't filed, which is where you're going, and the
25 tineline --
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1 THE COURT: Um hum

2 M5. GRASSGREEN: -- so we could share the thinking

3| behind the tineline. There is actually a method to our madness
4| so --

5 THE COURT: Well, okay. Well, let ne finish ny

6| questions --

7 MS. GRASSCREEN:  Yeah.

8 THE COURT: -- because the answer to that question may
9 take a little long.

10 MS. GRASSCGREEN: Ckay.

11 THE COURT: O nmaybe not.

12 MS. GRASSCREEN: The answer's Cctober 15th. Yeah.

13 THE COURT: Again, |'ve read the disclosure statenent.
14| | just have sonme prelimnary questions.

15 Rat her than letting the claimnts vote with the proof
16| of claimthat they've submtted, you want to -- you want to

17| resolve this issue up front as to what their claimanount is.
18| You're going to nmake -- again, you're going to nmake proposals
19 to them There's a deadline for themto accept. And all of

20| this is fairly close to plan confirmation.

21 Wait, let ne finish.

22 M5. CGRASSGREEN. kay.

23 THE COURT: And again, if I"'mwong, just tell nme I'm
24| wong, and |"'m-- okay. And it's not a question -- it's not a
25| concern. It's just a question because |I'mjust curious.
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1 How am | going to do an anal ysis under Section 1126 to
2| determine if a class has accepted or rejected a plan if | don't
3| know what their claimanobunts are? Are you going to object to
4 them which would not render themallowed clainm? So howis
5/ that going to work?
6 M5. GRASSGREEN: So first of all, your first question,
7| Your Honor, Cctober 15th is what's on our tineline. [|'m happy
8 to --
9 THE COURT: Ckay.
10 MS. GRASSGREEN: -- wal k through the whol e thing, but
11| | can absolutely answer your question on voting and --
12 THE COURT: Yeah. W're going to bounce around a
13| little bit --
14 MS. GRASSCREEN: -- clainms allowance so --
15 THE COURT: -- and then we can get back on track.
16 M5. CGRASSGREEN. So let nme just -- let nme address that
17| because we did spend a |lot of tine thinking about this.
18 What is proposed solely for voting purposes, solely
19| for voting purposes in the solicitation Procedures notion, it's
20| separate fromthe clains allowance notion, is that we allow the
21| victinms, investors, to -- they'll get a statenent that wll
22 vote their total noney in. So we have one class altogether --
23 THE COURT: Um hum
24 MS. GRASSGREEN: -- and we have cl ains that have been
25| filed against sixty-plus entities --
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1 THE COURT: Right.

2 M5. GRASSGREEN: -- and agai nst KSMP and duplicates
3/ and all of that. So we are not proposing to deal with the

4| netting issue in connection with voting. W thought about,

5/ honestly, whether or not this was a case, as the clains are
6| unliquidated, whether we should do a dollar a vote, like is
7| done in a lot of cases. But we wanted to honor the weighted
8| voting that is appropriate in voting on a plan.

9 And so we are proposing that we estimte, solely for
10| voting purposes, and we have tinelines where soneone can

11| challenge the nunber that we provide to themas their

12| estimation, based on all the noney they put into the enterprise
13| and/or property put in without regard to the netting because
14| the netting concept is --

15 THE COURT: | know. |'ve seen it.

16 M5. CGRASSGREEN. -- conditioned on the Ponzi finding,
17| which is later.

18 THE COURT: No. GCkay. GCkay.

19 MS. GRASSCREEN: R ght.

20 THE COURT: Let nme make ny question a little nore
21| sinple. Creditors get to vote -- and I'mnot --

22 M5. CGRASSGREEN. Yeah.

23 THE COURT: -- telling you anything you don't --

24| creditors get to vote on a plan.

25 MS. GRASSCREEN: R ght.

31
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1 THE COURT: And | do -- and | have to do a -- | have
2| to determ ne whether a class accepts. And there's one huge

3| class of investors. Tort claimants. And | have to determ ne
4| whether that class accepts the plan. And it's based upon

5/ dollars of clains accepted and nunber of clainmnts accepting.

6| Wat dollar amount is going to be used to determ ne the

7| dollar -- howam| going to determ ne what the dollar anount of
8| those folks who are accepting or rejecting the plan are?

9 MS. GRASSGREEN: So in the notion to approve the

10| disclosure statenent, which is a solicitation procedures

11| motion, there's a formof ballot and a form of the statenent

12| that will be provided to the creditors. And there is a process
13| and a tineline for themto challenge what is on that statenent,
14| which is what PwC is going to prepare, which is going to show
15/ themall the noney in. |If they haven a question about it, they
16| can reach out and try to resolve it --

17 THE COURT: So we're telling themwhat -- so rather

18| than formally objecting to their claim you're telling them

19 this is what we think your claimis for voting purposes?

20 M5. GRASSGREEN: For estimating for voting purposes
21 only. And there's a process laid out in that tineline that

22 allows for time. We've allowed a lot of time between when we
23| filed the initial plan and disclosure statenent and when we're
24| asking for confirmation in February --

25 THE COURT: Um hum

32
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1 M5. GRASSGREEN: -- which I'Il go through with you why
2| we have those tine periods.
3 But for this issue, for the voting, and this will be
4| taken up whenever we officially take up. But we do want to
5/ have your feedback on it. They will have an opportunity to
6| resolve it without having to file a formal objection. |If they
7, can't, there is time for themto file the 3018 notion, which is
8| the appropriate procedure -- we |istened to your earlier
9 hearing -- if someone wants to have their claimestimted for
10| voting purposes so if they challenge what we've done. So we --
11 THE COURT: So is your -- so you're putting -- so
12| there's no -- and again, |I'mjust making observations, not
13| comments. So even though their clains are prima facie valid,
14| there's no objection -- there's no objections going to be
15| filed. It's sinply sonmething that's com ng out of the plan.
16| Says this is the nunber.
17 MS. GRASSGREEN: Well, the notion.
18 THE COURT: Take it or -- take it or litigate it.
19 M5. GRASSGREEN: No. Well, it's just for voting
20| purposes. W're seeking to --
21 THE COURT: Wwell --
22 M5. CGRASSGREEN. -- estimate it for voting purposes.
23| And then side by side -- side by side, we have the clains
24| allowance procedures notions, the clains settlenent procedures
25| notion, where we actually wll --
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1 THE COURT: Um hum
2 M5. GRASSGREEN: -- say to them this is what we think
3 it's going to be after the netting, after we you make the Ponzi
4| finding, which we believe we will be able to --
5 THE COURT: Right.
6 M5. GRASSGREEN: -- show to you. Listen, in the PFI
7| case, Your Honor, we were able to get the Ponzi finding early.
8| It was stipulated to. One bad guy died. The other bad guy
9 fessed up. It was a different situation. R ght. W had the
10| Ponzi finding early, and we were able to do the final claim
11| nunber up front.
12 But we don't have that here. And we are asking for
13| you to make the Ponzi finding at confirmation. So we didn't
14 think it was appropriate to assunme the netting for the
15 estimation. So we --
16 THE COURT: No, | appreciate that. So |'mjust
17| curious. | nean, |'mjust curious.
18 M5. GRASSGREEN: Right. So what we've done is we have
19| these -- but we also struggled, honestly. And we went back and
20| forth. And there's a lot of folks here that are very snart.
21 And we struggled with whether or not it would confuse the
22| investors --
23 THE COURT: Right.
24 M5. GRASSGREEN: -- to give them one nunber for voting
25| and then another nunber for allowance. And that's going to be
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a comuni cation job for us to explain.

THE COURT: Right. Because renenber, they're not --

MS. GRASSGREEN: But we wanted themto know what
they're ultimately going to have their claimis when they vote
on the plan. W didn't want to m slead them and say, oh,
here's your voting nunber. And then, oh, surprise, now you're
getting a | esser nunber with the netting.

THE COURT: But because --

MS. GRASSGREEN: So that's why we have themon the
sane track

THE COURT: Right.

M5. GRASSGREEN: So that's why my | have ny little
tinmeline and explain it. Explain our thinking.

THE COURT: Right. So again, while you and | may
understand this, and again, this hyper technical stuff. And ny
sense is there're going to be sonme town halls by --

MS. GRASSGREEN:  Yes.

THE COURT: -- folks saying this is what we're trying
to do. How well attended are the town halls?

MR, ROSELL: Very.

MS. GRASSCGREEN: Very wel | attended.

THE COURT: Ckay.

MS. GRASSGREEN: Jason, do you know how many -- M.
Rosel |, how many were at the last? | think they're very well

att ended.
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1 MR, ROSELL: 200. 200.

2 M5. GRASSGREEN: And al so, as you can see from our
3| creditors commttee, | briefly nentioned this, but there is
4| also a Google group that was set up before as all this was --
5 THE COURT: kay.

6 M5. GRASSGREEN: -- going down. And the investors
7| communicate with each other. And the comm ttee nmenbers do a
8| lot of investor-to-investor conmunication where they talk to
9 investors. They answer questions.

10 THE COURT: Yeah, but they --

11 M5. GRASSGREEN:  Yes.

12 THE COURT: That could cause --

13 MS. GRASSCGREEN.  Yeah.

14 THE COURT: -- nore trouble than you want. Ckay.
15 MS. GRASSCGREEN: But we have --

16 THE COURT: Hang on. M only concern -- only -- ny
17| only question is are they going to be able to -- you and |
18| wunderstand it. WII| they understand it?

19 M5. GRASSGREEN: We will nake sure they understand,
20| Your Honor.
21 THE COURT: Right. That's --
22 MS. GRASSGREEN: We are committed to that.
23 THE COURT: Ckay.
24 MS. GRASSGREEN: W have had to do this in other
25| cases. W will have town halls. W wll break it down piece
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1 by piece. W've had town halls already and said, you don't

2| have to do anything yet. W have to get a disclosure statenent
3| approved. Nobody needs to worry.

4 THE COURT: | had to sign up for Medicare a few years
5/ ago, and | just want -- | just want it sinpler than that.

6| Right.

7 M5. GRASSGREEN: But what we were trying to do were we
8| were trying to solve for a couple of things. Right. W didn't
9 want to have -- sone people filed clainms that -- and duplicate
10| clainms. And we didn't want to have outsized voting,

11| inappropriately outsized voting, so we wanted to have sone

12| appropriately weighted voting, which is why we're using the

13| estimation for voting purposes.

14 THE COURT: And how many investors are there? How

15| many total claimants are there?

16 MS. GRASSGREEN.  350.

17 MR ROSELL: Somewhere between 400 and 600.

18 THE COURT: So it's manageabl e.

19 MS. GRASSGREEN: It is. Wat we don't know, and one
20| of the reasons -- |I'Il answer your other question about the

21 investigation report. One of the reasons why that's not filed
22| yet is that we need sone information fromthe bar date from - -
23| and sone other information --

24 THE COURT: Right.

25 MS. GRASSGREEN: -- in connection with KSMP, which is
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1 on adifferent track. But Your Honor, |'m happy to -- | was
2| planning to walk through a ot of this, and I'm happy to --
3 THE COURT: |'ve got a couple nore questions.

4 M5. GRASSGREEN:  Yep.

5 THE COURT: | apol ogize, but | don't -- and again,
6| again, this is just out of curiosity, not conment.

7 MS. GRASSGREEN: Well --

8 THE COURT: A little of both, maybe. [|'m curious

9 about the treatnment of class 4 secured creditors. |If these
10| folks are fully secured, I'"mcurious as to why you want to
11| replace the notes and cramthem down. And again, if you're
12| going to sell the properties and no one's questioning the

13| validity of the note and the anbunt and we're selling these
14| properties, which we've been doing for several nonths now --
15 M5. CGRASSGREEN. Well, we have thirty-five secured
16| | enders.

17 THE COURT: Right.

18 M5. GRASSGREEN: -- We're reviewng all of their

19| clainms. | don't think it's a foregone conclusion that no one's
20| questioning the anbunts of the notes. But --

21 THE COURT: Well, so far --

22 MS. GRASSGREEN: Right. Right. So far.

23 THE COURT: -- other than Socotra. | nean, so far --
24| |'mjust based -- again, you' ve sold a good chunk of rea

25| property already.

38
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MS. GRASSCREEN: We have.

THE COURT: And no one has -- that's not to say --

M5. CGRASSGREEN. Sonme of them nmay not be able to be
sold right away, Your Honor.

THE COURT: Right.

M5. GRASSGREEN: If they're sold, and they have
allowed claim they' Il get their funds.

THE COURT: But why? But |'mjust curious. Wat was
the thinking behind it? That's all I'masking. |'mjust, |
want to | earn sonething here too. Wat was the thinking behind
t hi s?

M5. GRASSGREEN: Wl |, Your Honor, I'mtrying to see
how | can answer it wthout violating our --

THE COURT: kay. Then don't. We'IlIl skip that
question. |'mjust curious.

MS. GRASSCGREEN: Yeah. Yeah. Yeah.

THE COURT: Ckay.

MS. GRASSGREEN: No, Your Honor. | understand.

THE COURT: Here's a sinpler question --

M5. GRASSGREEN: | think the secured | enders are going
to be curious as well.

THE COURT: Right.

MS. GRASSGREEN: And we have --

THE COURT: Okay. We'll deal with that at the

appropriate tinme. GCkay. | was just curious.
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1 M5. GRASSGREEN: (Ckay. Thank you, Your Honor.

2 THE COURT: Again, it's just -- no one should take any
3| of these coments as saying, oh, he doesn't like this. Doesn't
4 like that. |'mjust curious. That's all

5 MS. GRASSGREEN: Part of why we set up -- why we

6| haven't set the disclosure statenent for hearing, we wanted to
7| discuss timng with you --

8 THE COURT: Right.

9 MS. GRASSGREEN: -- and we wanted to have this status
10| conference for this reason, Your Honor, because --

11 THE COURT: Right.

12 M5. GRASSGREEN: -- this is conplicated.

13 THE COURT: Yeah.

14 M5. GRASSGREEN: It's nore conplicated than | think
15| anybody expected when they got involved. And we wanted to get
16| your feedback at these status conferences --

17 THE COURT: Ckay. Couple questions.

18 M5. GRASSGREEN: -- so we can conformthings.

19 THE COURT: If the plan recovery trustee decides to
20| abandon assets, who is the recipient of the abandoned property,
21| since you are dissolving all the debtors? See what | nean?

22 MS. GRASSGREEN: The secured lender. If it's a

23| secured property, it would go to the secured | ender.

24 THE COURT: kay. You probably need to say that.

25 MS. GRASSGREEN. Ckay.
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1 THE COURT: (kay. Because --
2 MS. GRASSCREEN: W'l | ook at that, Your Honor.
3 THE COURT: Yeah. Yeah, only because it usually goes
4| back to the debtor, or | think under the Code, it goes back to
5/ the person who possessed the property before the bankruptcy was
6 filed.
7 M5. CRASSGREEN. Correct.
8 THE COURT: But it can be redirected, but you probably
9 want it to --
10 M5. GRASSGREEN: We will address it.
11 THE COURT: Right.
12 MS. GRASSGREEN:  Your Honor, there are --
13 THE COURT: Last question. How are we going to
14| identify the contributed clains? Because the bankruptcy estate
15| holds what | think, I've |earned over the years, are derivative
16| clainms. Clains that the |layperson may think, oh, I've got this
17| fraudul ent conveyance claimagainst this third-party, and the
18| bankruptcy estate says, no, no, no, no, no. | nean, those are
19| derivative clains that the bankruptcy estate holds.
20 How are you going to -- how are you going to identify
21| or the people who are contributing these clains are going to
22| realize what they're actually contributing, and so they won't
23| be surprised?
24 M5. GRASSGREEN: Right. Again, Your Honor, we dealt
25, with this as well in the PFI case and in another simlar case
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1 called Wodbridge. And just so that Your Honor --

2 THE COURT: Ckay.

3 MS. GRASSGREEN: -- does understand, |'m happy to

4| share the thinking here. But when there is a claimthat the

5/ estate holds against a third-party and then there's also an

6 individual claim--

7 THE COURT: On, | understand. | know what the lawis.
8 M5. GRASSGREEN: -- it becones quite difficult to

9 settle unless you have everybody at the table.

10 THE COURT: Right.

11 M5. CGRASSGREEN. So by contributing them it makes

12| easier to settle. And actually, | believe one in that way was
13| just settled successfully --

14 THE COURT: kay. | was just -- | was just --

15 MS. GRASSGREEN: -- in the PFlI case so --

16 THE COURT: | just want to nmake sure that, again, that
17| the investors know --

18 M5. GRASSGREEN: It is on our list of things to

19| explain that it's their --

20 THE COURT: That no one's trying to banboozle them
21 M5. CGRASSGREEN. Ri ght.

22 THE COURT: Right.

23 MS. CRASSCREEN:. And there were sone cases that were
24 filed. Direct clains before the case was fil ed.

25 THE COURT: Um hum
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1 MS. GRASSGREEN: And then there are sone clains
2| against parties that have not yet been asserted but may be
3 available so --
4 THE COURT: Al right. Okay. Okay. Wth that
5| said --
6 M5. GRASSGREEN: Very good questions, Your Honor.
7 THE COURT: -- the floor is yours now.
8 M5. GRASSGREEN: (Ckay. So we've addressed sone of it,
9 Your Honor, but the way we were hoping to proceed was to -- |
10| did want to wal k through what we filed and what we plan to file
11| and the nmethod to our madness, what we were thinking about
120 it --
13 THE COURT: kay.
14 M5. GRASSGREEN: -- and then the tineline, again, to
15| explain what's there, and then just briefly go through the plan
16| summary, nostly as it relates to the victins.
17 But so, Your Honor just briefly, we attached to our
18| status conference report two docunents, one that says plan
19| related docunments filed and to be filed and the other, which is
20| the tineline. And they really do work together.
21 So as Your Honor knows, we filed the plan, we filed
22| the disclosure statenent, and we filed the solicitation
23| procedures notion, which is the notion, and for the benefit of
24| the investors on the call, that deals with the way the voting
25| 1is going to work.
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1 THE COURT: kay.

2 M5. GRASSGREEN: The inportant docunent that is there,
3/ in addition to the disclosure statenment, that is a docunent

4| that, in a case |like this, we believed was very inportant and
5 was sonmething that was done as well in PGE and PFlI and in

6| other cases is a short-formplan summary. The disclosure

7| statenent is fifty pages. The investigation report, which I']|
8| talk about in a mnute, is going to be nore than that and

9| single space.

10 THE COURT: Let nme say, the disclosure statenent as
11| witten is emnently readable.

12 M5. GRASSGREEN: But when we -- but the plan sunmary
13| is five pages. Right.

14 THE COURT: That was a conplinent. Sorry.

15 MS. GRASSGREEN: Right. GCh, thank you. Thank you.
16| The plan summary, and it has FAQs, is together five pages of
17| FAQs. Five pages of a plan summary. And there will be sone
18| people that that will be the docunent that they I|ike.

19 And so and what we were proposing in the solicitation
20| procedures notion, and not presenting that today but just to
21| sunmarize, is that we will mail -- because it's a |ot of paper
22| for folks to get, we will mail the plan sumary and

23| instructions and the ballots and everything el se but

24| instructions about howto get the full package that you can
25| download for free fromthe Verita website, or we'll mail to
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soneone if they ask. But we weren't proposing to actually
I nundate the victiminvestors with the full disclosure
st at enent.

But that is the plan summary that is inportant. And
of course, the ballots are there. And the procedures for
tabul ating and estimation, that's all part of the solicitation
procedures, which, on the tineline, we are not asking to be
heard until Novenber 19th, which is one of your Wdnesday Santa
Rosa days.

| woul d say, Your Honor, that, as |I nentioned, we have
thirty-five secured |l enders here. Thirty-five sets of |awyers
for secured lenders in this case, plus two debtors, a
commttee, and various other interested parties. So even an
hour of folks sitting through a calendar costs this estate
quite a lot of noney. And | know you are very concerned about
the professional fees. So if it is possible to specially set
the confirmation-rel ated hearings --

THE COURT: It's whenever you want.

MS. GRASSCGREEN: -- at a different tine, it would
real ly be appreci at ed.

THE COURT: Sure.

MS. GRASSGREEN: (Ckay. That would be great.

THE COURT: Just nake sure |'mhere and just --

MS. GRASSCGREEN: Even if it's at an hour at the end

of -- so we don't --
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THE COURT: That's fine.

M5. GRASSGREEN: keep everybody on the line. Thank
you. | appreciate it because you can probably see how nany
people are on the line listening, and many of themare on the
cl ock agai nst these estates.

So Your Honor, then the second notion, and again, we
know this will be confusing. And we know that we're going to
have a job to do. So we're just going to keep repeating it.

Is the claimsettlenent procedures nmotion. And we certainly
could deal with that conpletely after confirmation w thout a
questi on.

THE COURT: Right.

M5. GRASSGREEN: But it just was difficult for us in
terms of making sure that we were being very clear with the
investors for themnot to really have an appreciation when they
go into voting of what, if Your Honor nakes the Ponzi finding,
the netted anobunt is going to be. And so in terns of ful
transparency, we have these two processes going on, and we
expect there'll be a |ot of conversations after a disclosure
statenment is approved directly with investor victins that wll
allowus to explain it and to work with them and nake sure that
everybody under st ands.

And our team-- Ms. WIlson's not here, but she has
been on the phone with so many of these investors. She answers

every email and as you know her credentials. So we are
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1| commtted to do that. And | know that KSMP has an investor --
2| a question line set up as well, and they're answering enmails as
3| well. M. Brady's been spending a lot of time, and I know her
4| team has been doing that.

5 So Your Honor, that's what's been filed. So what's

6| going to be filed. So you kind of need to go through our

7| timeline together with this. W fully expect that we will file
8| an anmended plan and anended di sclosure statenent in the next --
9 wth these additional docunents. W have built into the

10| tineline between Septenber 19th and Cctober 15th time to work
11| with the key parties. W wanted to get everything out there

12| and start a discussion.

13 W have a nediation next week wth Socotra, our

14| largest secured lender. W want to engage with them And we
15| have begun engagenent with the secured | enders.

16 W' ve scheduled two Zoomcalls with the thirty-five

17| secured lenders. | think twenty-five secured | ender counsel

18| have signed up for two calls. One is next Monday -- what --

19| next Monday or Tuesday and the foll ow ng week, and then we

20| intend to have weekly calls with the secured lenders and try to
21 bring fol ks together.

22 It's a lot of people and a |ot of issues to deal wth.
23| So and we wanted to have input fromyou today and at any ot her
24| status conferences. So we do expect that in that thirty-day
25| period from Septenber 19th to Cctober 15th that we will have a

eScribers, LLC

Case: 24-10715 Doc# 261 Filed: 09/23/25 Entered: 09/23/25 13:26:13 Page 47 of
91



LeFever Mattson and KS Mattson Partners, LP

1 negotiation. And then we wll file an amended plan. An

2| anended disclosure statement. And the anended discl osure

3| statenment will include the investigation report, whichis a

4| docunent that lays out in detail by entity and the analysis

5| supporting the substantive consolidation and the Ponzi.

6 We have built into the tineline tight but enough tine
7| if we have objections to confirmation. And when we're here on
8| the 19th, we wll propose timng for folks to serve witten

9 discovery and to conclude any oral discovery so that we could
10| neet what is proposed to be the February 4th confirmation

11| hearing. And it's not a coincidence that the KSMP DI P that you
12| just heard is extended to February 6th. So and we've got the
13| proposed February 4th confirmation hearing.

14 So | don't need to read all the dates on the tineline,
15/ but | did want to really explain our thinking, which was we

16| didn't want to wait for the KSMP bar date and the further

17| information, which PwC, which now they're -- because we're the
18| commttee in both cases, PwCis working on reconciling and

19| looking at all the clains and all the clains data and the bank
20| account data fromthe KSWMP estate is all being brought together
21 and analyzed. W didn't want to wait for that to start the

22 plan discussion. The plan negotiation. W're a year into this
23| case, and every day is another day of distress and difficulty
24| for these victins that have really been harnmed so --

25 So we wanted to get it out there. W wanted to have

eScribers, LLC

Case: 24-10715 Doc# 261 Filed: 09/23/25 Entered: 09/23/25 13:26:13 Page 48 of
91



LeFever Mattson and KS Mattson Partners, LP

49
1 this negotiation period. W wll work on the -- we are working
2| on the exhibits. There will be a liquidation analysis. A
3| recovery analysis. A list of actions that are going to be
4| preserved. And then the -- as | think the | ast hearing, you
5/ said you expected the disclosure statement to be a magnum opus,
6| | think, was the word you used. That is really what we w ||
7| use to describe the investigation report.
8 So but we want fol ks to have that information, but we
9 didn't want to hold things up. So --
10 THE COURT: Ckay.
11 M5. CGRASSGREEN. -- that, Your Honor, is why we have
12| laid everything out in the manner that we did. And it's not
13| the only way to do it. There's probably lots of different ways
14| we could have done it. But | just wanted to share our thinking
15| with you, and --
16 THE COURT: kay. | appreciate it.
17 MS. GRASSGREEN: -- wee really -- if you think it's
18| beneficial followng this to have further interimstatus
19| conferences before the 19th, if there's nore things that you
20 want us to consider and address -- what we didn't want to do is
21, set --
22 THE COURT: Ch, Novenber 19th. Ckay.
23 MS. GRASSGREEN: Novenber 19th. We didn't want to set
24| the disclosure statenent on the Novenber 19th and have you say,
25| no, no, no, I'mnot okay with this. Go back to the draw ng
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board. And then delay things even further for the benefit of
the victinms of this fraud. So our plan is to try to engage
with everyone. |If we have real live disputes, hopefully we can

resolve themor bring themto you or nmediate them or come up
wth a --

THE COURT: Remnd ne. Hearing on disclosure
statenment, | apol ogize, is --

MS. GRASSGREEN: W haven't noticed it. W wanted to

have the conversation today. W were proposing Novenber 19th

with --

THE COURT: kay. Wth all the other --

MS. GRASSCGREEN: Wt h anmended docunents --

THE COURT: kay.

MS. GRASSGREEN: -- filed on Cctober 15th.

THE COURT: Right.

MS. GRASSGREEN: So thirty-five days prior. So that's
the proposal. W' re open to another date --

THE COURT: kay. No.

MS. GRASSCGREEN: -- and/or tine.

THE COURT: No.

MS. GRASSGREEN: But we al so were nanagi ng through the
hol i days and trying to nmake sure we weren't putting deadlines
i n Thanksgi ving week and Christmas week and New Year's week for
fol ks but at the same tine, doing this as quickly as we can

under the circunstances.
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1 THE COURT: kay.
2 M5. GRASSGREEN: So if | could just check and see --
3| so Your Honor, with that, |I'm happy to nove on to the plan,
4| just a quick summary of the plan, if that's hel pful.
5 THE COURT: Sure.
6 M5. GRASSGREEN: And then | know that both M. Wnne
7| and M. Tayl or have sonme coments.
8 So Your Honor will recall that we filed a plan term
9 sheet that was initially negotiated anong the LFM parties
10| before KSMP was fully in. The plan that was filed basically is
11| a global settlement and of what our thornier issues than anyone
12| could have expected when we started this. And every day, they
13| seemto get nore thorny. Unfortunately. But it is a gl obal
14| settlenent.
15 But the cornerstone of the plan is equal treatnent of
16| all victims. Equal treatment of all victinms. One pot.
17| Everyone gets the sanme. First, you will get back what you put
18/ in. This is kind of the tenets of how we deal w th Ponzi
19| cases. First, you get back what you put in. And if there's
20| nore after that, which in this case would |ikely have to cone
21| fromlitigation, then you can get back your expected profits.
22 But first, we level everybody off.
23 THE COURT: Wsat do you think the total -- can you
24| estimate what you think the total netted clains is?
25 MS. GRASSCREEN: | have an --
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1 THE COURT: You can't respond?

2 M5. GRASSGREEN. -- estimate in ny mnd, and | really
3| just don't --

4 THE COURT: Then if you don't want to say it, don't

5 say it.

6 MS. GRASSGREEN: |'mworried wthout PwC --

7 THE COURT: Then --

8 MS. GRASSGREEN: -- because we don't know t he KSMP

9 wvalue yet so --

10 THE COURT: No, | was, again, just curious because you
11| gave ne sone estimate as to what you think the cash on hand is
12| going to be --

13 MS. GRASSCGREEN: And we --

14 THE COURT: -- after the sales that you have cl osed
15| and are projected to close.

16 MS. GRASSCGREEN: Right.

17 THE COURT: Right. So | was just --

18 MS. GRASSGREEN: W will --

19 THE COURT: -- | was just curious.

20 MS. GRASSGREEN: | nean, Your Honor, | do have a

21 nunber in ny mnd that --

22 THE COURT: But then if you don't want to say it,

23| that's fine.

24 MS. GRASSGREEN: -- but | am concerned because once it
25| cones out there into the public area --
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1 THE COURT: Right but --
2 MS. GRASSGREEN: -- and then if it's a different
3| nunber --
4 THE COURT: Okay. Skip.
5 MS. GRASSGREEN: -- and they really are -- they really
6| are spending every day going through the clains are --
7 THE COURT: Right. That's fine. | was just curious.
8 MS. GRASSCREEN: Because the state of The docunents
9| are such, Your Honor, that there were arbitrary val uations put
10| on things. So people have expectations based on pieces of
11| paper that they got fromthis enterprise, if we can call it
12| that, that they can't rely on at all.
13 THE COURT: | appreciate it. It's okay. Just ignore
14 it
15 MS. GRASSGREEN: So |'mjust concerned about setting
16| expectations with those nunbers.
17 But Your Honor, again, the cornerstone is equa
18| treatnent of all victins. Their claimis bifurcated. So
19| first, as | said, they'Il get a tranche one claimin the trust
20| where they will get back -- first, we |evel set. Everybody
21 gets back what they invested. And then after that, if there's
22 nore, they' Il get the tranche 2 claim
23 One of the key issues in the settlenent, and the
24| commttee spent a lot of tinme on this, relates to the tine
25| period for the netting. So for clawback clains, the lawtells
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1 us we can't go back nore than to bring sonething back than the
2| statute of limtations. But you could net back to the

3| beginning of the Ponzi start because that's an offset, and you
4 don't have a statute of limtations issue.

5 But here, we have sone real hurdles froma

6| docunentation perspective because we do not have records for

7| one of the key accounts going back nore than seven years. And
8| there is arisk that while we have records relating to sone

9 wvictins and investors beyond seven years, we don't have it

10| related to everybody. So in the cornerstone equal treatnent,
11| everybody treated the same, big part of the global settl enent
12| is that we're going to just go back seven years, where we know
13| we have reliable records, and at |east we know within those

14| seven years, everyone will be treated appropriately. That's
15| for the netting, again, which will be effectuated through the
16| claimsettlement procedures or claimobjections if we can't

17| settle.

18 And so that really is the inportant part, which is the
19| netting, and that is kind of the main plan. W tal ked al ready
20| about voting. W talked a little bit about netting. Alittle
21 bit out of order. [|I'mmaking sure | covered everything.

22 The trade creditors, which shouldn't be rmuch, are

23| going to be paid in full.

24 The secured creditors, you noted how t he proposal as
25| to them we do intend to engage with all of them Any relief
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1 we get fromthe secured creditors is noney that goes into
2| investors pockets so to help these victinms who' ve been really
3/ harnmed. So we intend to work with our secured creditors. W
4 are working with Socotra and the |largest creditor. W have
5 nmediation, tw full days of nediation, schedul ed next week.
6| And the nediator has already been very engaged.
7 So Your Honor, | don't have any other issues. | know
8| that M. Wnne wants to cover a few points, and M. Tayl or
9| does.
10 THE COURT: Ckay.
11 M5. CGRASSGREEN. But if you have sonme nore questions,
12| 1'm happy to answer them
13 THE COURT: No. No. Thank you.
14 M5. GRASSGREEN: | addressed your questions, | hope.
15 THE COURT: You did.
16 MS. GRASSGREEN: kay. Thank you, Your Honor. Thank
17| you for your tine.
18 MR. WYNNE: Thank you, Your Honor.
19 Thank you, Ms. Grassgreen.
20 Your Honor, | wanted to briefly address a couple of
21 points. | think you covered them
22 For the KSMP side, obviously, Ms. Itkin came into the
23| case with no prior know edge, and we had a | ot of catching up
24| to do. And by way of a status report, in terns of how she
25| approached it, how she wanted her professionals to approach it,
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we decided that we really needed to try to do this with two
main goals. One is to nake order out of potential, at |east
potential, chaos and not have the estate start working across
pur poses and two, expedite things as fast as possibl e because
of the nunber of victinms and really the religious severity that
some of themare facing in terns of financial hardship.

So those have been the two twin principles. And what
we did, when we've been here before, Your Honor, we were nore
in the beginning stages of trying to understand things. And
"1l think "Il echo what Ms. Grassgreen said. Every rock we
turn over, every docunment we | ook at, every investor we talk
to, every transaction we | ook at, we see nore evidence of the
fraud and nore evidence of what happened and nore concerns.
Very little is straightforward.

But so with an independent view, Ms. Itkin and her
prof essional s cane to the sense that substantive consolidation
made sense. We did not try to duplicate. We didn't hire a new
set of financial professionals. But we did basically a quality
control check. W took a nunber of clains. W did a detailed
dive on them Detailed |ook at themto nake sure that the
conclusions that PwC and the creditors commttee really had
merit, and we think they do.

And then playing catch up sonewhat on the plan that
they had proposed and the structure, we've cone up with this

proposal. And we think it nakes sense in the equality of
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treating all the investors equally is really inportant from
what we' ve seen because there was a | ot of happenstance in
terns of how investors were treated. |f someone was told they
had a tenant in conmon interest, but it wasn't recorded. Mybe
it was recorded only in the gap period. It mght be set aside.
O soneone was told they were a partner, but they're really not
a partner.

So equality of treatnment fromall of our discussions
with the victins is very inportant. And that's sort of the
groundwork for this global settlenent, which, | think, from
everything we've seen -- and we don't have a bar date yet, so
we haven't seen all the clains. But fromwhat we've seen, we
think that makes the nost sense for KSWMP and all the other
estates. And | wanted to say that in an overvi ew because it's
a concl usion we've reached.

THE COURT: And remind ne. | did set a bar date?

MR WYNNE:  Yes.

THE COURT: And when is that?

MR WYNNE: Cctober --

UNI DENTI FI ED SPEAKER: Cct ober 2nd.

THE COURT: So it's coming up pretty --

MR WYNNE: Cct ober 2nd.

THE COURT: GCkay. Good.

MR WYNNE: So that's comng up. And it was very

hel pful that the U S. Trustee | ooked at the nenbers of the
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1 commttee. | think there were seven out of eight that had

2| overlapping clains and decided it nade sense to appoint the

3| sane conmittee. So that actually greatly expedited it. |

4| think if we had another commttee -- we did not want to get

5 into sort of battleground over turf and priority.

6 But there are two specific points that | wanted to

7, make. So we've decided that substantive consolidation, the

8| global settlenment, nmade sense and junped on that. And now,

9/ what we've been doing, and Your Honor's focus on professiona

10| fees is only equaled by, I think, Ms. Itkin's simlar focus.

11| W' ve done sone dividing and conquering, just based on

12| different people's experience. So the two areas that | wanted
13| to let the Court know that we're likely to make sonme anmendnents
14| to the plan are areas that that |I'm handling.

15 One is the governnent has filed, as | think you know,
16| forfeiture proceedings on four properties. There is different
17| title issues. Some of themare held by M. Mattson in his

18| nane. Some of themare KSMP. | didn't realize when | becane a
19| bankruptcy lawer, | was going to mnor in tax |law and cri m nal
20| law, but it's worked out that way.

21 W' ve had prelimnary discussions with the governnent
22| about trying to have those forfeiture properties if M. Mttson
23| is convicted. That the proceeds fromthat woul d get

24| distributed through the plan. And that would require a plan

25| amendnment. |'mjust foreshadowng it for you. But it also
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1 would actually -- because of the value of those properties are
2| very significant, one alone has twenty-five mllion in
3| potential debt against it, it would actually require Attorney
4| General approval.
5 That's a conplicated factor but we think inportant if
6| we can have all the victins' funds funnel ed through the plan,
7| even if it mght be a year down the road, when there m ght be a
8| crimmnal trial, but set up a process in the plan so that
9 there's not confusion and sort of two sets of clains. And the
10| governnment has its own process for howit deals with forfeited
11| properties. And this mght even allow us to sell the property
12| and escrow the proceeds pending that. So | just wanted to
13| foreshadow - -
14 THE COURT: Ckay.
15 MR. WYNNE: -- for Your Honor that there's a process
16| that we're going to try to negotiate with the government.
17 But as part of that, the governnent in prior cases,
18| when we've been involved in that forfeiture issue, they do want
19| all the proceeds to go to the victins equally, which is very
20| consistent with the plan that we have proposed and that we
21| support. So we think that that is a helpful fact for us in
22| dealing with the governnent.
23 The second issue is that the tax situation is very
24| difficult and very conplex. [It's our understandi ng that
25| KSMP -- and we don't even have a copy of it, of the filed copy
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1 yet, KSWP filed its last tax return in 20-, | think, -22 (sic),
2| and LFM the C corporation, we don't believe, fromwhat we

3| understand, has not filed tax returns since potentially the

4| late 1990s. That creates issues on the sal e because now,

5/ obviously, we have an obligation to be reporting and paying

6| appropriate tax post-petition.

7 In terns of calculating gain, calculating what the

8| basis is, we're working to get an overview of that. The LFM

9 estate and KSMP did file tax returns on Septenber 15th for the
10| post-bankruptcy period. Those returns referenced the crim nal
11| investigation and the issues. They basically were zero-dollar
12| returns. And have provided K-1s to the investors in LFM and
13| KSMP. But we are coordinating -- trying to coordinate that

14| across all of the estates. Unfortunately, for ne, it's

15| sonething |'ve been involved in in other cases.

16 And we are setting up a prelimnary neeting with the
17 IRS to try to resolve both that issue, as well as how they're
18| going to deal with investor issues because obviously, a |ot of
19| investors, the allegations fromthe governnment are they

20| received phony K-1s. Sone got K-1s even when they weren't real
21| partners. There's a question as to the tax qualification of

22| the partnerships. That is likely to result in sone

23| nodifications to the plan. ['mnot certain now because we want
241 to neet with the I RS beforehand.

25 But I wanted to | et Your Honor know specifically,
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those are two -- that inplicated the tineline that we have and
what we had to change and so that there's no surprises when, if
we have to make nodifications on those.

THE COURT: No, | appreciate it.

MR WYNNE: Wth that, Your Honor, | think those are
the specific issues | wanted to cover but obviously happy to
answer any questi ons.

THE COURT: Yeah. No questions. Thank you.

MR WYNNE: Thank you, Your Honor.

MR. TAYLOR  Your Honor, David Taylor, again, for the
LeFever Mattson debtors. | have nothing of substance to add.
"' m happy to answer questions about our status conference
stat enent.

THE COURT: No. No questions.

MR. TAYLOR: No questions?

THE COURT: Yes.

MR TAYLOR Ckay. The only point | wanted to make
was there are a |l ot of professionals involved here. W, the
debtors, the LeFever Mattson debtors, and M. Sharp are
actually working to narrow our focus to what is truly
essential, selling properties, working with the commttee and
KSMP on the plan process, trying to get to confirmation as
qui ckly as possi ble, and keeping our fees as | ow and reasonabl e
as possi bl e.

THE COURT: Yeah.
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MR. TAYLOR It's a tough task, but we are quite,
quite focused on it.

THE COURT: | just want to rem nd you, it's not
sonething |'mhyper focused on. It's just nmy obligation.

MR. TAYLOR  Ful | y under st ood.

THE COURT: Right. [It's just --

MR. TAYLOR W, as it turns out, are hyper focused on

THE COURT: -- part of the job.

MR TAYLOR  Under st ood.

THE COURT: So --

MR. TAYLOR kay. No questions? That's all | had,
Your Honor.

THE COURT: Ckay.

MR TAYLOR Ckay. Thank you.

THE COURT: Thank you.

MR. WYNNE: Your Honor, there was only one fact |
forgot to highlight for the status report. W do actually
have | think it's seven or eight properties already |isted. So
the brokers that Your Honor has approved are hard at work. So
we are, like, LFM the KSWP side, we're trying to get
properties listed and sol d.

THE COURT: Yeah. And | think | mentioned this to Ms.
Brady in a prior hearing because | did notice it in sone --

maybe the status report. W' ve got docunents that have been
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wel | designed to sell conmercial, residential property in the
LeFever Mattson case. Hopefully, they're sufficient for your
case.

| still question why you need anything other than a
California Real Estate Association formto sell residentia
real property in the State of California. |'ve made that
point. 1l've lost it. So sonething to think about.

MR. WYNNE: Do you want to address it?

UNI DENTI FI ED SPEAKER:  Fair enough.

MR WYNNE: Your Honor, | avoid all those issues as
possi bl e.

THE COURT: That's being a chicken. Yeah.

MR WYNNE: | try to avoid all those issues.
THE COURT: | understand.
MR WYNNE: |'mpassing it over.

THE COURT: But again, it's just, again, | think we
all have the sane goal here, which is, okay, how do we return
as nmuch noney to these investors. And unfortunately -- not
unfortunately, but the reality is | need to rein in fees when
appropri ate.

UNI DENTI FI ED SPEAKER:  Your Honor, we are definitely
are not reinventing the wheel. W did get -- yeah, we got an

i ndication that we were going to get -- | think we did get a

full price offer on a property this week. And the response was

that | basically asked LeFever Mattson if | could have the car

63

eScribers, LLC

Case: 24-10715 Doc# 261 Filed: 09/23/25 Entered: 09/23/25 13:26:13 Page 63 of

91




LeFever Mattson and KS Mattson Partners, LP

64
1 formthat they have been using for the residential properties.
2| And | flipped it to our real estate folks, and that's what
3| we're going to use. So --
4 THE COURT: Good.
5 UNI DENTI FI ED SPEAKER: -- we're not going to -- we're
6| not going to spend tine doing what they've already done. W're
7| just going to use --
8 THE COURT: Al right.
9 UNI DENTI FI ED SPEAKER: -- what's al ready been done.
10 THE COURT: Good. Good. Good. Good.
11 M. Ficks.
12 MR. FICKS: Good afternoon, Your Honor. G egg Ficks
13| for Tinmothy LeFever. So thank you for hol ding the hearing
14| today.
15 W' re conscious of the coments that Ms. G assgreen
16| made about the length of tine that the investors have been
17| waiting. This case has been pending a year. From our
18| perspective, the scheduling that they proposed, which is not
19| before Your Honor, is going to be very aggressive in order for
20| us to do our discovery and expert discovery.
21 So when | | ooked at the denonstrative exhibit for
22| today, it didn't talk about scheduling at the Novenber 19th
23| hearing. | appreciate Ms. Grassgreen has clarified that, that
24 that will be discussed then. W've heard a ot of comments
25| about how conplicated the substantive consolidation is, and
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1 now, it's going to even be nore conplicated than the previous
2| notion that was filed because it's going to include all the

3| LeFever Mattson-related LPs and investnent properties.

4 Simlarly, Your Honor brought up the topic of the

5/ investigative report, which hasn't been filed. That's been

6| clarified. But for instance, M. Sharp's declaration in

7| support of that isn't expected to be filed till sonetine close
8| to around the tinme of the plan supplenents in Decenber.

9 So we are mindful of the time that it's taken, but we
10| haven't had the advantage of all the professionals and

11| everybody working on the case. W want a fair opportunity and
12| fair scheduling to deal with all that. And --

13 THE COURT: And | fully support that, and |I don't

14| think anyone has -- they needed as to -- as you know, M.

15| Ficks, they needed to provide a tineline. They have. We'l|
16| see how it goes. This isn't going to be ranmed down anyone's
17| throat. | don't think anyone wants to do that. |If things have
18 to be litigated, they'll be litigated.

19 MR. FICKS: Thank you, Your Honor. And we are willing
200 to talk to them

21 THE COURT: Right.

22 MR FICKS: When you heard Ms. Grassgreen nention al
23| the parties that she was discussing about, the key parti es,

24| Socotra, of course, has a nediation they nmentioned for next

25| week schedul ed. There's no discussion about M. LeFever. M.
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Fiero and M. Tayl or always take my phone calls or get back
quickly to me. But there's been no indication that there's
going to be discussion fromthe commttee about discussions
with us. So we can deal with that offline.

THE COURT: Right.

MR FICKS: But | didn't want the Court to think we're

just, we only want to object. W're willing to talk to them

THE COURT: No, no, no, no, | don't. And there'll be

time for folks to object. And if the objection is, well, we
need nore tine to look at it, that's sonething I'Il |ook at.
But again, | fully expect that people will be fully engaged in
trying to work out things before the 19th, and we'll see how

t hi ngs go.

MR. FICKS: Thank you, Your Honor

THE COURT: Ckay.

MS. GRASSGREEN:  Your Honor, just -- Your Honor, just
one brief response, and we certainly will talk to M. -- we'll
talk to anyone. That's why we put this out there. W want to
talk to anyone, and we'd like to resolve things.

We also don't think it's necessary to wait til
sonmebody files an objection to confirmation to start discovery

about confirmation. The substantive consolidation notion

bet ween the LeFever Mattson entity and KSMP has been out there.

The di scl osure statenent is now out there. W've told

everybody what we're going to be doing. And we would happily
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1 work out atimng stipulation. |If there's discovery that M.

2| LeFever wants to serve in terns of starting with docunentary or
3| whatever it is, we're ready. W're ready to go. W don't

4, think we need to wait.

5 But we will have a conversation with them And I

6| would invite anybody who wants to tal k about scheduling and

7| timng. W'Ill talk wwth the secured | enders on our calls.

8| Anybody who can't make one of those calls can reach out

9 directly. M. Fiero will be the touch point on the secured

10| lender calls and the other professionals here.

11 But we don't believe the formality of you-mnust-have-a-
12| contested-matter-by-filing-an-objection-first is necessary in
13| this case vis-a-vis discovery. W're happy to --

14 THE COURT: No, appreciate it. So --

15 MS. GRASSGREEN: -- take informal discovery.

16 THE COURT: -- everyone has everyone's enmail and phone
17| nunber.

18 MS. GRASSGREEN:  Your Honor, | don't know --

19 THE COURT: (Indiscernible) now

20 M5. GRASSGREEN: -- if you want to set another status
21 conference, but maybe after we file the supplenental --

22 THE COURT: Wen do you want it?

23 M5. CGRASSGREEN. Onh, actually, it |ooks like sone

24| others may want to speak.

25 THE COURT: Ckay.
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M5. GRASSGREEN: So apol ogies on the --

THE COURT: Ckay.

MR COHEN: Yeah. Yes, Your Honor.

THE COURT: Yes. Go ahead, Counsel.

MR GEHER: Your Honor, Thomas Geher --

THE COURT: M. (Indiscernible), you' re next.

MR. COHEN. Ch, yes. I'msorry, M. Cohen.

Good norning, Your -- or afternoon, Your Honor.
Thomas M Ceher, Jeffer Mangels Butler & Mtchell, appearing
for Col unmbia Bank, fornerly known as Umpqua Bank. And | just
want to pick up on -- | think it was Ms. G assgreen that was
just speaking on sonme of her comments. Appreciate about we
don't have to wait for discovery.

Your Honor, my client, unless it's properties, none of
our properties have been sold. | don't anticipate they're
going to be sold. So | anticipate we wind up in class 4 with
the retained secured creditors. And | just want to pick up on
a couple of issues that Your Honor started out with asking and

this discovery issue.

Your Honor, | had the sane question about the
repl acement notes. |1'mgoing to be part of the call on Mnday
with the secured creditors. |I'msure we'll discuss that. But

| note that the plan supplenment, which is where | get to see ny
note for the first tinme, whatever it is or isn't going to be,

don't get that until Decenber 17th. And | have to file
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1 opposition by January 7th.
2 So everything fromny client is going to be over the
3/ holidays, which I really didn't think was all that appropriate,
4, for lack of a better word, and |'msure there is a better word.
5/ So we had that issue.
6 And Your Honor, part of what | read in the status
7| report that was filed as docunment nunber 2374, for the first
8| time, Your Honor, in a pleading -- at least that | saw, and if
9 I'mwong, | apologize -- that we're all tal king about netting,
10| netting, and it's all netting with investors. Netting with
11| investors. Netting with investors. But the status report
12| says, by the way, l|enders, secured creditors, we're going to do
13| that to you too.
14 So | think part of the reason we don't want to talk
15| about class 4 notes or what they are, and just, as Your Honor's
16| question, why are you going to replace the notes? | think
17| that's the answer. So --
18 THE COURT: M. Ceher, let nme remnd you, m ne wasn't
19| an accusation. It was just |I'mcurious --
20 MR GEHER: As was |.
21 THE COURT: -- as a bankruptcy person. That's all.
22| Just, I'mjust curious. Again, it's no nore --
23 MR GEHER:  Under st ood.
24 THE COURT: No nore into that. | read sonething. |
25| enjoy bankruptcy. | had a question. That's all it is.
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1 MR GEHER: | understand, and | --
2 THE COURT: Again, | want to nmake that clear. [|I'm
3| just curious.
4 MR. CEHER: | understand. And that may be part of the
5/ answer to the question. Maybe not.
6 So yes, | guess we can start discovery, but if |'mnot
7| going to find out where I"'mat until Decenber 17th, why do
8| want to waste ny client's noney nmaybe to add it to the debt and
9 waste the debtor's noney on all this? But | guess we'll have
10| conversations. But these are going to be some of the issues.
11| I'"msure other secured creditors, when they pick up on this,
12| are also going to have questions. |Issues. And
13| (indiscernible) --
14 THE COURT: | know. Again, | understand. |
15| wunderstand. And I've got a lot of experienced |awers in this
16| roomwho al so understand. We'Il see how things play out in
17 terms of --
18 MR. GEHER. Right.
19 THE COURT: But | understand. | understand.
20 MR GEHER: It's the Ponzi schenme finding. And then
21 all of a sudden, dom noes are going to start to fall or not
22| fromthere. So | just wanted to --
23 THE COURT: But remenber, there's no Ponzi -- there's
24| no Ponzi schene. You will have, | assunme, engaged in
25| negotiations with the conmttee, with the debtors well before
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1 a-- well before | am asked to nmake a Ponzi schene findings.

2| That's part of the -- that's part of confirmation, correct?

3/ Rght. So --

4 MR GEHER  Yes.

5 THE COURT: -- yeah. There's no cart before the horse
6 here.

7 MR. GEHER: And as already indicated, first secured

8| creditors conference call will be next week Monday.

9 THE COURT: Right.

10 MR GEHER: [I'Il be onit. so l'msure this will be a
11| topic of conversation.

12 THE COURT: Good. Good. Good. Good. Good. Ckay.
13 MR. GEHER: Thank you, Your Honor.

14 THE COURT: You're wel cone.

15 M. Cohen.

16 MR COHEN: Thank you, Your Honor. A couple points.
17| The first one is | believe there was a m sstatenent about the
18 bar date in KSMP. | believe it's Cctober 3rd, not October 2nd.
19 | just want to make sure that --

20 UNI DENTI FI ED SPEAKER: That's correct.

21 THE COURT: You're right.

22 UNI DENTI FI ED SPEAKER: It's QOctober 3rd.

23 MR COHEN: COkay. Geat. The other point is | just
24| want to nake sure | understand the timng that Ms. Grassgreen
25| outlined. |If | understand correctly, that on or about October
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1 15th, the parties will be filing an anmended plan and di scl osure
2| statenent, along with a notice of the hearing set for the 19th

3| of Novenber on the disclosure statenment and the solicitation --
4 THE COURT: And the exhibits to the disclosure

5| statenent.

6 MR. COHEN. And the -- right. Onh, correct.

7 THE COURT: So you will see, | assune, a full blown

8| disclosure statenent with exhibits that everyone can read.

9 MR COHEN. Got it. Yeah. Okay. Good. That was mny

10| understanding. And then at the hearing on the 19th, that's

11| when the Court would take up setting the dates for confirmation
12| and including discovery procedures and related matters.

13 THE COURT: Yeah. And I think Novenber 19th is also a
14| hearing on the adequacy of disclosure. R ght? Yeah. Yeah.

15 M5. GRASSGREEN:  Correct, Your Honor.

16 THE COURT: Right. So it's a inportant day.

17 MR COHEN: Right. ay. Thank you, Your Honor.

18 THE COURT: Yeah. Anyone el se have any conments?

19| Questions?

20 M5. GRASSGREEN: So Your Honor, | think it's a pretty

21 fluid situation we could have between now and Novenber 19t h.

22| So perhaps we could set a couple of status conferences again if
23| we could set themat the back end of one of your regul ar

24| calendars, | think that would be efficient.

25 THE COURT: You tell ne.
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M5. GRASSGREEN: M. Rosell is suggesting October
22nd.

MR ROSELL: Wich would be a week after we file the
amended pl eadi ngs.

THE COURT: At --

M5. GRASSGREEN: That's a Wednesday.

THE COURT: Right. And I have no cal endar on that
day. So what tinme on the 22nd do you want ?

MR ROSELL: Well, if there's no cal endar, Your Honor,
| guess we propose 11 a.m

THE COURT: 11? Everyone avail abl e October 22nd at

UNI DENTI FI ED SPEAKER:  Yes.

THE COURT: ~-- for a status conference?

UNI DENTI FI ED SPEAKER: Okay. Perfect.

UNI DENTI FI ED SPEAKER:  Yes.

THE COURT: You want to file a status conference
report by the 20th?

MR ROSELL: That works, Your Honor.

MS. GRASSGREEN: We'll do so, Your Honor.

THE COURT: kay. And what other date?

MR ROSELL: And then if we're going to have a hearing
on 11/19, it may make sense to have another status conference
maybe the week before so we can apprize the Court of the

i ssues --
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1 THE COURT: kay. Novenber, again, the Wdnesday, the
2, 12th, or on the --

3 MR WYNNE: Novenber 12th.

4 MR ROSELL: Yeah. Novenber 12th.

5 THE COURT: Wednesday?

6 MR ROSELL: And if Your Court --

7 THE COURT: 11 o'clock?

8 MR ROSELL: -- if Your Honor has a cal endar on the

9 12th --

10 THE COURT: | don't have a calendar, so pick a tine.
11 MR ROSELL: GCkay. Then 11 a.m as well.

12 THE COURT: 11 o' cl ock.

13 M. Ficks.

14 MR FICKS: | hate to be the spoiler. |If there's any
15/ way we can do the 13th or the --

16 THE COURT: 13th is fine. Everyone available on the
17| 13th, Thursday?

18 MS. GRASSGREEN: One nonent, Your Honor. | think this
19| is Novenber?

20 MR ROSELL: Yeah.

21 MR WYNNE: Novenber 13th?

22 THE COURT: Yes, Novenber.

23 MR WYNNE: Ckay.

24 THE COURT: Any tinme on the 13th.

25 MR. WYNNE: 13t h.
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M5. GRASSGREEN: It's QOctober (indiscernible) --

MR. WYNNE: Fi ne.

MS. GRASSGREEN: -- but | can do the 22nd. |'m
traveling on 24th.

MR ROSELL: Ckay.

MS. GRASSCREEN:  Yeah.

MR ROSELL: So I'll do Zoom

Novenber 13th works, Your Honor.

THE COURT: Ckay.

MR FICKS: Thank you for that consideration.

MR ROSELL: 11 a.m

THE COURT: 11? Everyone avail abl e Novenber 13 at 117

MR. ROSELL: Ckay.

UNI DENTI FI ED SPEAKER:  Yes.

THE COURT: And again, file a status conference report
by the 10t h.

MR ROSELL: Ckay.

THE COURT: kay. And hopefully, what those dates
will allowus is to address any issues that conme up between now
and then so tenpers are maintained at a 98.6.

MR ROSELL: And actually, and Your Honor, for the
19th for the disclosure statenment hearing, because we're going
to file the anended disclosure -- or disclosure statenent and
plan and exhibits, should we notice that out for, say, 1

o' clock on the 19th?
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1 THE COURT: M. Bautista, do we have anything on the
2| Novenber 19th cal endar?

3 THE CLERK: Al right. Novenber 19th, Your Honor.

4| Let nme check. Novenber 19th.

5 THE COURT: Anything set for that? W do, don't we?
6 THE CLERK: You have 11 a.m, Your Honor.

7 THE COURT: And there's stuff already on the cal endar,
8| right?

9 THE CLERK That's correct, Your Honor.

10 THE COURT: kay. 1 o'clock?

11 MR ROSELL: 1 o'clock works, Your Honor.

12 THE COURT: 1 o' cl ock.

13 Ckay. Is that it? Ckay.

14 (Wher eupon t hese proceedi ngs were concluded at 1:34 PM
15

16

17

18

19
20
21
22
23
24
25
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I NDEX
RULI NGS: PAGE LI NE
Kenneth W Mattson's notion to convert case 9 13
to Chapter 7 is granted
Petitioning defense counsel's notion for 14 25

relief of preservation order is denied
KS Mattson's notion to use funds is granted 24 24
Joint notion to appoint Hon. Bogdanoff as 26 10

nmedi ator is granted
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2. e

/'sl RIVER WOLFE, CDLT-265
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Form TRANSC

UNITED STATES BANKRUPTCY COURT
California Northern Bankruptcy Court

In re Debtor(s): Case No.: 24-10715CN 11
Chapter: 11

KS Mattson Partners, LP

NOTICE OF FILING OF TRANSCRIPT
AND DEADLINES RELATED TO RESTRICTION AND REDACTION

A transcript of the proceeding held on 9/19/2025 was filed on September 23, 2025. The following deadlines apply:

The parties have until Tuesday, September 30, 2025 to file with the court a Notice of Intent to Request Redaction o
this transcript. The deadline for filing a request for redaction is Tuesday, October 14, 2025.

If a request for redaction is filed, the redacted transcript is due Friday, October 24, 2025.

If no such notice is filed, the transcript may be made available for remote electronic access upon expiration of the
restriction period, which is Monday, December 22, 2025, unless extended by court order.

To review the transcript for redaction purposes, you may purchase a copy from the transcriber,
Jason Gottlieb

Attn: Jason Gottlieb, Dir. of Tran. Ops.

7227 N 16th St. #207

Phoenix, AZ 85020

or you may view the document at the clerk’s office public terminal.

Dated: 9/26/25 For the Court;

Edward J. Emmons
Clerk of Court
United States Bankruptcy Court

Case: 24-10715 Doc# 261-1 Filed: 09/23/25 Entered: 09/23/25 13:26:13 Page 1
of 1



Notice Recipients

District/Off: 0971-1 User: admin Date Created: 9/24/2025
Case: 24-10715 Form ID: TRANSC Total: 14

Recipients of Notice of Electronic Filing:

aty Debra |. Grassgreen dgrassgreen@pszjlaw.com
aty Erin N. Brady erin.brady@hoganlovells.com
aty Jared A. Day jared.a.day@usdoj.gov
aty Jason Rosell jrosell@pszjlaw.com
aty Richard L. Wynne richard.wynne@hoganlovells.com
aty Ruth Elin Auerbach ruth.auerbach.esq@gmail.com
aty Theodore A. Cohen TCohen@sheppardmullin.com
TOTAL: 7
Recipients submitted to the BNC (Bankruptcy Noticing Center):
rspi Robbin L. Itkin Robbin Itkin Corporate Governance Soluti 16350 Ventura Blvd., Suite
D-509 Encino, CA 91436
RANDY SUE POLLOCK, ESQ. Law Office of Randy Sue Pollock 286 Santa Clara
Avenue Oakland, CA 94610
TODD SCHWARTZ, ESQ. Hogan Lovells US LLP 855 Main Street, Suite 200 Redwood City, CA
94063
DAVID TAYLOR, ESQ. Keller Benvenutti Kim LLP 425 Market Street, 26th Floor San Francisco,
CA 94105
VADIM J. RUBINSTEIN, ESQ. Loeb & Loeb LLP 345 Park Avenue New York, NY 10154
GREGG M. FICKS, ESQ. 1 Montgomery Street, Suite 3000 San Francisco, CA 94104
THOMAS M. GEHER, ESQ. 1900 Avenue of the Stars, 7th Floor Los Angeles, CA 90067
TOTAL: 7
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