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Chapter 11  
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COMERICA BANK SETTLEMENT 
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In re: 
 
KS MATTSON PARTNERS, LP, 

 
Debtor. 

 

Date: March 4, 2026 
Time: 1:00 p.m. 
Place: Via Zoom or In Person 
             United States Bankruptcy Court 
 1300 Clay Street, Courtroom 215 
             Oakland, CA 94612 

 
1  The last four digits of LeFever Mattson’s tax identification number are 7537.  The last four digits of the tax 

identification number for KS Mattson Partners, LP (“KSMP”) are 5060.  KSMP’s address for service is c/o 
Stapleton Group, 514 Via de la Valle, Solana Beach, CA 92075.  The address for service on LeFever Mattson and 
all other Debtors is 6359 Auburn Blvd., Suite B, Citrus Heights, CA 95621.  Due to the large number of debtor 
entities in these Chapter 11 Cases, a complete list of the Debtors and the last four digits of their federal tax 
identification numbers is not provided herein.  A complete list of such information may be obtained on the website 
of the Debtors’ claims and noticing agent at https://veritaglobal.net/LM.  
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LeFever Mattson, a California corporation (“LeFever Mattson”), and certain of its affiliates 

(the “Debtors”), as debtors and debtors in possession in the above-captioned chapter 11 cases (the 

“Chapter 11 Cases”) and the Official Committee of Unsecured Creditors (the “Committee” and, 

together with the Debtors, the “Movants” or “Estate Parties”) hereby move (the “Motion”), 

pursuant to sections 105(a) and 363(b) of Title 11 of the United States Code (the “Bankruptcy 

Code”) and Rules 4001(a), 6004, and 9019 of the Federal Rules of Bankruptcy Procedure (the 

“Bankruptcy Rules”), for the entry of an order, substantially in the form attached hereto as 

Exhibit A (the “Proposed Order”), approving the Settlement Agreement, dated as of January 29, 

2026 (the “Settlement Agreement” or “Settlement”), by and among the Estate Parties, on the one 

hand, and Fifth Third Bank, N.A., as successor by merger to Comerica Bank (“Comerica”), on the 

other hand.2  A true and correct copy of the Settlement Agreement is attached to the Proposed 

Order as Exhibit 1.  

In support of the Motion, the Movants submit the declarations of Bradley D. Sharp (the 

“Sharp Declaration”) and Kevin Katari (the “Katari Declaration”) filed concurrently herewith.  In 

support of this Motion, the Movants respectfully state the following: 

I. PRELIMINARY STATEMENT 

Recently, the Court approved, over the objections of several parties, the Movants’ global 

settlement (the “Socotra Settlement”) with the Debtors’ largest secured creditor, Socotra Capital, 

Inc. (“Socotra”), with an aggregate principal amount of $94 million outstanding under prepetition 

loans advanced to the Debtors, plus more than $37 million in asserted accrued interest and fees, 

secured by 77 properties.3  Recognizing and considering, among other factors, the risks, costs, and 

uncertainties of expensive and protracted litigation between the Movants and Socotra, the Court 

approved the Socotra Settlement as a fair and reasonable compromise in the best interest of the 

Debtors’ estates (the “Estates”), with significant tangible benefits (facilitating more timely and 

ultimately larger distributions) for creditors.  Since then, the Committee has been negotiating with 

 
2   The Settlement Agreement was signed on January 29, 2025.  On February 2, 2025, a merger between Fifth Third 

Bank, N.A. and Comerica Bank became effective. 

3  See Order Approving Socotra Settlement [Docket No. 2852]. 
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the Debtors’ other secured lenders (the "Secured Lenders") who are principally oversecured 

regarding the amounts of their allowed claims and any counterclaims the estates potentially hold 

against Secured Lenders notwithstanding the Court's stated skepticism regarding the enforceability 

of such claims against commercial lenders. In the course of these negotiations and in connection 

with a detailed loan review, it was apparent that each loan and each property involves unique 

circumstances such that while the settlements are conceptually similar and generally treat similar 

Secured Lenders similarly, they are not and could never be, uniform. The Committee and the 

Debtors reviewed each unique circumstance, and the particular claims of each settling Secured 

Lender, including Comerica, and have negotiated settlements that are comparable when taking into 

account all of the relevant factors including the total loan amounts, claimed fees and charges, time 

to sale of the properties and similar matters. 

Prepetition, Comerica was the lender to certain Debtors under two separate secured loans 

further described below (the “Loans”) totaling more than $3.09 million in principal face amount, 

in addition to asserted interest, fees and costs.  The Settlement with Comerica (and various other 

compromises that the Movants are anticipating in the short term) is another step of this process by 

the Estate Parties to diligently, fairly, and efficiently resolve and address Secured Lenders’ claims 

(“Secured Lender Claims”), given, among other factors, overlapping legal and factual issues.  

The Settlement will deliver concrete benefits to the Estates including (i) Comerica’s waiver 

of default rate interest, attorneys’ fees, and any deficiency claims; (ii) a full assignment to the 

Committee of any claims of Comerica against Messrs. Kenneth Mattson and Timothy LeFever, 

including any payments or other proceeds Comerica may receive from Mattson and/or LeFever 

whether by settlement, judgment, enforcement or otherwise; and (iii) mutual releases of liability 

between the Estate Parties and Comerica.  These terms provide creditors with tangible recoveries now, 

rather than distant and uncertain recoveries that might follow years of costly litigation. 

For the reasons discussed herein, just as there was substantial basis and cause for approval 

of the Socotra Settlement, the factors relevant to approval of the Settlement support the granting 

of this Motion.   
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II. BACKGROUND 

A. The Chapter 11 Cases 

As described in the Declaration of Bradley D. Sharp in Support of Chapter 11 Petitions 

and First Day Motions [Docket No. 5], the Chapter 11 Cases of the LFM Debtors were necessitated 

by, among other things, Kenneth W. Mattson’s purported sales of equity interests in many of the 

LFM Debtors to hundreds of investors through transactions that were not recorded in the books 

and records of LeFever Mattson or the appropriate LFM Debtor. LFM Debtor Windscape 

Apartments, LLC, filed its chapter 11 petition on August 6, 2024. Fifty-eight LFM Debtors, 

including LeFever Mattson, filed their chapter 11 petitions on September 12, 2024.  LFM Debtors 

Pinewood Condominiums, LP, and Ponderosa Pines, LP, filed their chapter 11 petitions on October 

2, 2024. 

On November 22, 2024, LFM Debtors LeFever Mattson and Windtree, LP filed an 

involuntary chapter 11 petition against KSMP. Six months later, after an agreement between 

KSMP and LeFever Mattson, the Court entered the Stipulated Order for Relief in an Involuntary 

Case on June 9, 2025 [Case No. 24-10715, Docket No. 131]. KSMP is now a chapter 11 debtor in 

possession, and its case is jointly administered, for procedural purposes only, with those of the 

LFM Debtors. Effective as of June 16, 2025, Ms. Robbin L. Itkin is the responsible individual of 

KSMP and Mr. Mattson is no longer directing or operating KSMP.  

The Debtors continue to operate their businesses and manage their properties as debtors in 

possession pursuant to sections 1107(a) and 1108 of the Bankruptcy Code. 

The United States Trustee appointed the Committee in the Chapter 11 Cases of the LFM 

Debtors on October 9, 2024. The United States Trustee amended the appointment on August 26, 

2025 [Docket No. 2104] to expand the appointment of the Committee to include the Chapter 11 

Case of KSMP.  

On October 31, 2025, the Court entered its Order Approving the Second Stipulation 

Granting the Official Committee of Unsecured Creditors Standing to Pursue Certain Estate 

Causes of Action [Docket No. 2750] (the “Standing Order”), which granted the Committee 

standing to prosecute, mediate, and/or settle all claims and estate causes of action against LeFever. 
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On December 10, 2025, the Court entered its Order (I) Approving the Plan Summary and 

Approving Disclosure Statement; (II) Scheduling Status Conference on Confirmation of Plan and 

Approving the Form and Manner of Service of the Confirmation Notice; (III) Establishing 

Procedures for the Solicitation and Tabulation of Votes on Plan; (IV) Estimating Investor Claims 

and Interests Solely for Voting Purposes; and (V) Approving Related Matters [Docket No. 3105] 

(the “Solicitation Procedures Order”). 

Pursuant to the Solicitation Procedures Order, the Court approved the Third Amended 

Disclosure Statement in Support of Third Amended Joint Chapter 11 Plan of Liquidation [Docket 

No. 3109] and authorized the Plan Proponents to solicit votes on the Third Amended Joint Chapter 

11 Plan of Liquidation [Docket No. 3108] (the “Plan”). 

B. Background Relating to Comerica and the Settlement 

 1. The Prepetition Loans 

Prior to the Petition Date, Comerica made two secured Loans to certain of the Debtors, 

each of which was also guaranteed by a Debtor entity: 

 

 Debtor Borrower(s)  Collateral Address  Note Face Amount 

 LFM  400 West Spain Street 
 Sonoma, CA 

$923,833.53 

 LFM 
 Firetree II, LP 

 450 West Spain Street 
 Sonoma, CA 

$2,169,000 

Each Loan is subject to the following debt documentation: Credit Agreement (a single agreement, 

common to both loans); Installment Note; Deed of Trust, Security Agreement and Fixture Filing 

(With Assignment of Rents and Leases). The $923,833.53 loan is secured by a lien on the 

“Premises” pursuant to, and as defined in, the Deed of Trust, Security Agreement and Fixture 

Filing (with Assignment of Rents and Leases) dated as of January 30, 2019, recorded in the official 

records of Sonoma County on February 1, 2019, as instrument number 2019009677 (the “400 

West Spain Deed of Trust”), which encumbers the real estate commonly referred to as 400 West 

Spain Street, Sonoma, CA 95470. The $2,169,000 loan is secured by a lien on the “Premises” 
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pursuant to, and as defined in, the Deed of Trust, Security Agreement and Fixture Filing (with 

Assignment of Rents and Leases) dated as of January 30, 2019, recorded in the official records of 

Sonoma County on February 1, 2019, as instrument number 2019009634 (the “450 West Spain 

Deed of Trust”), which encumbers the real estate commonly referred to as 450 West Spain Street, 

Sonoma, CA 95470. The 400 West Spain Deed of Trust and the 450 West Spain Deed of Trust are 

collectively referred to herein as the “Deeds of Trust”.4 The Deed of Trust documents referred to 

above represent perfected, first priority liens on the subject parcels (collectively, the “Real 

Properties”). 

 Additionally, Comerica Bank is the contractual indemnitee under three different 

Environmental Indemnity agreements executed by three different sets of indemnitors on January 

30, 2019.  Those documents are: 

 Indemnitor(s)  Property Address 

 LFM 
 KS Mattson Partners, LP 
 Firetree II, LP 
 Kenneth Mattson 
 Timothy LeFever 

 400 West Spain Street 
 Sonoma, CA 

 LFM 
 Firetree I, LP 
 Firetree III, LP 
 KS Mattson Partners, LP 
 Kenneth Mattson 
 Timothy LeFever 

 400 and 450 West Spain 
Street, Sonoma, CA 

 LFM 
 KS Mattson Partner, LP 
 Kenneth Mattson 
 Timothy LeFever 

 450 West Spain Street 
 Sonoma CA 

 Finally, each Loan is the subject of a written guaranty (the “Guaranties”).  Windscape 

Apartments, LLC is the guarantor of the debt secured by 400 West Spain. Heacock Park 

Apartments, LP is the guarantor of the debt secured by 450 West Spain. 

 
4  The Credit Agreement, Installment Notes, Deeds of Trust, Security Agreement and Fixture Filings (With 

Assignment of Rents and Leases) and Indemnity Agreements are at times collectively referred to herein as the 
“Loan Documents.”   
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  2. Proofs of Claim 

 Comerica filed the following proofs of claim in the Chapter 11 Cases (collectively, the 

“Proofs of Claim”): 

 

 Claim No.  Debtor  Claim Amount5 

 494  Firetree I, LP  Unspecified 

 506  LFM  $3,103,756.37 

 508  Firetree II, LP  $2,183,985.20 

 509  Heacock Park Apartments, LP  $3,103,756.20 

 510  Windscape Apartments, LLC  $3,105,656.40 

  3. Cash Collateral Stipulations 

 On November 7, 2024, certain Debtors and Comerica entered into a Stipulation for Use of 

Cash Collateral (Comerica Bank) [Docket Nos. 262] (the “Cash Collateral Stipulation”). 

 On November 18, 2024, the Bankruptcy Court entered its Order Authorizing Debtors to 

Use Cash Collateral on a Final Basis and Approving Cash Collateral Stipulations [Docket No. 

449] (the “Cash Collateral Order”), which governs the Debtors’ use of Comerica’s cash collateral 

with respect to the Real Properties. Among other things, the Cash Collateral Order and Cash 

Collateral Stipulation provide that the Debtors shall make monthly adequate protection payments 

to Comerica in accordance with mutually agreed upon budgets (the “Adequate Protection 

Payments”). As of the date hereof, Debtors LFM and LFM Firetree II, LP have remitted to 

Comerica $85,297.74 and $194,830.71, respectively, as Adequate Protection Payments. 

  4. Real Property Sales  

 On March 5, 2025, the Bankruptcy Court entered that certain Order Establishing Omnibus 

Procedures for Real Property Sales [Docket No. 971] (the “Sale Procedures Order”), pursuant to 

 
5  The Proofs of Claim also included claims for indemnification, fees and expenses (including reimbursement of its 

reasonably, documented, out- of-pocket attorneys’ fees) and interest at the default rate equal to 3.00% per annum 
in excess of the regular non-default interest rate under the Notes (“Default Interest” or “Default Rate”). 
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which the Debtors are authorized to market and sell the Real Properties provided certain conditions 

are met (the “Real Property Sales”). 

 Neither 400 West Spain nor 450 West Spain has been sold to date, but the Debtors continue 

to market the Real Properties. 

  5. The Disputes and Settlement Negotiations 

 As contemplated by the Standing Order, the Committee has investigated the Secured 

Lender Claims, including the Proofs of Claim submitted by Comerica and related real estate 

transactions and documents, and potential estate claims against Secured Lenders generally. The 

Committee believes that there are potential viable estate claims against Comerica (as well as every 

other Secured Lender), including fraudulent transfer claims under Code sections 544 and 548 and 

California Civil Code § 3439 for prepetition non-principal payments made to the lender, based on 

the Ninth Circuit’s ruling in In re EPD Investment Company, LLC, 114 F.4th 1148 (9th Cir. 2024). 

 The Committee asserts that, to the extent an investor in a Ponzi scheme received payments 

from the Ponzi scheme in good faith, courts routinely employ a “netting” methodology to claims 

of Ponzi investors in order achieve equity or equality among victims of a Ponzi scheme.6  The 

Committee believes that Comerica’s status as a secured lender is irrelevant under recent and 

controlling Ninth Circuit authority, and that to the extent Comerica received more in return than 

the total it put into the scheme, such amounts are subject to avoidance to the extent the funds were 

received in the applicable statute of limitations period.  See EPD Investment Company, LLC, 114 

F.4th at 1161 (“There is no question that lenders can be victims of a Ponzi scheme as a matter of 

law”;  holding that jury instructions were proper in referring to the lenders as investors in Ponzi 

scheme, and otherwise affirmed application of irrebuttable Ponzi scheme presumption to loan 

transactions). Comerica disputes the position and other legal arguments of the Committee and has 

 
6  Gowan v. Amaranth Advisers L.L.C. (In re Dreier LLP), 2014 Bankr. LEXIS 11, *45 (Bankr. S.D.N.Y.  2014) 

(“Once a Ponzi scheme has been established, application of the net investment method involves two steps.  First, 
the amounts transferred to the transferee during the course of the scheme are netted against the amounts invested 
at any time in the Ponzi scheme.  Second, if the transfers to the defendant exceed the investment, the trustee may 
recover these net profits up to the amount transferred to the defendant within the applicable period of limitations.  
If the investor acted in good faith, the amount of the recovery is limited to the net profit.”).  See generally Donell 
v. Kowell, 533 F.3d 762, 771 (9th Cir. 2008); Scholes v. Lehmann, 56 F.3d 750, 757 (7th Cir. 1995). 
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expressed its willingness to vigorously litigate all such issues including in potential appeals. 

Comerica maintains that unlike Socotra, it is an institutional lender that transacted at arm’s length 

on a handful of loans and had no reason to know it was lending into a fraudulent scheme.7     

 Based on such circumstances, the Estate Parties and Comerica engaged in arm’s-length 

negotiations in good faith regarding the resolution of the Proofs of Claim and estates’ claims and 

causes of action against Comerica. The Parties acknowledge that prosecuting objections to the 

Proofs of Claim and related causes of action would involve protracted and expensive litigation and 

the resolution of novel legal concepts and arguments, likely to lead to appeals to the Ninth Circuit, 

further delaying distributions to Investors and other creditors. As a result, the Parties have reached 

a global resolution of all outstanding issues among the Parties, as memorialized in the Settlement 

Agreement. 

  5. Summary of the Settlement Agreement 

 The Settlement represents the successful conclusion of arm’s length negotiations among 

the Parties.  In the sound exercise of their business judgment, after substantial diligence efforts led 

by the Committee, and factual and legal review and analysis done by the Estate Parties, the 

Movants have concluded that the benefits of the Settlement Agreement amply outweigh any costs 

or foregone litigation opportunities.  In short, the Settlement will enable the Estate Parties to (i) 

resolve substantial secured claims against the Estates, (ii) ensure that Comerica does not object to 

the Plan, (iii) avoid substantial fees and expenses in litigation against Comerica, (iii) receive 

assignment of Comerica’s claims against Messrs. Mattson and LeFever and any and all payments, 

proceeds and recoveries that may be received by Comerica from Mattson and/or LeFever, and (iv) 

avoid unnecessary delay in distributions to the Estates’ creditors and Investors. 

As set forth in detail in the Settlement Agreement, the key terms of the Settlement include:8  

 

 
7  As discussed below, the Court noted potential arguments against the Committee’s application of EPD at a hearing 

on the Socotra Settlement. 

8  The summary herein of the Settlement Agreement is not intended to be exhaustive, and is qualified entirely by 
the terms of the Settlement Agreement.  Capitalized terms used but not defined herein have the meanings ascribed 
to such terms in the Settlement Agreement. 
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Effectiveness:  Settlement effective upon entry of Rule 9019 order.  (Sec. 1). 

Allowance of POCs:   (i) Claim No. 494 against Firetree I, LP --  $0;  

(ii) Claim No. 506 against LFM - $3,075,152.16 as of 
Petition Date plus post-petition interest at the regular non-
default contract rate;  

(iii) Claim No. 508 against Firetree II, LP - $2,158,985.29 as 
of Petition Date plus post-petition interest at the regular non-
default contract rate;  

(iv) Claim No. 509 against Heacock Park Apartments, LP -- 
$0; and  

(iv) Claim No. 510 against Windscape Apartments, LLC -- 
$0  (Sec. 2). 

Disallowance of Default Rate and Attorneys’ Fees of Comerica, and Waiver of 
Deficiency Claims:   

● Comerica will take nothing on account of any Default Rate or other penalty rate 
of interest that otherwise might be charged under the Loan Documents, or any 
attorneys’ fees incurred and otherwise due under the Loan Documents (Secs. 3 & 
4), and waives any deficiency claims (Sec. 10).   

● Comerica will not be entitled to receive an aggregate recovery more than 
$3,075,152.16 as of the Petition Date plus postpetition interest at the regular, non-
default contractual rate (“Capped Amount”) (Sec. 10). 

Distribution of Sale Proceeds / Unsold Real Properties:   

● Upon the closing of a sale of a Real Property, the corresponding allowed claim 
of Comerica will be paid in full in such allowed amount with interest accrued 
through the closing date, less Adequate Protection Payments received (Sec. 5).   

● Upon the Effective Date of the Plan, any unsold Real Property will vest subject 
to Comerica’s liens, and the Plan Recovery Trustee under the Plan will succeed to 
the Debtors’ rights in the Real Properties subject to the obligations under the 
Settlement Agreement (Sec. 6).   

● The Debtors and any successor (including the Plan Recovery Trustee) will have 
nine months from the Plan Effective Date to sell the Real Properties (provided 
Adequate Protection Payments are timely paid).  In the event of the occurrence of 
the Outside Sale Deadline or upon failure to make Adequate Protection Payments, 
Comerica will be permitted, without further court order, to exercise all of its rights 
including foreclosure (Sec. 7).   

● Comerica reserves its rights to credit bid (Sec. 10).   

Assignment of Claims against Mattson/LeFever:   

● In the event Comerica receives any payments, distributions or proceeds from 
Messrs. Mattson or LeFever whether by settlement, judgment, enforcement or 
otherwise, Comerica will promptly remit (in any event within 7 calendar days of 
receipt) all such Insider Proceeds to the Debtors or their successor (Sec. 11).   

● Upon the Effective Date, the Committee will have exclusive control over all 
claims and causes of action that Comerica holds against Messrs. Mattson and 
LeFever, whether known or unknown, at law or in equity, including to in relation 
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to any guaranties (Secs. 12 & 13).   

● Upon the occurrence of the Plan Effective Date, all such claims and causes of 
action will be automatically assigned “as-is” to any liquidation or similar creditor 
trust under the Plan, (“Assigned Insider Claims”) which trust will have sole 
authority to pursue or otherwise dispose of such assigned claims (Secs. 12 & 13).   

Covenant Not to Object to Conforming Plan:  Comerica shall neither object to, 
nor, directly or indirectly, seek, solicit, support, encourage, propose, or assist any 
other person or entity to object, to any chapter 11 plan proposed by the Estate 
Parties in the Chapter 11 Cases.  (Sec. 8) 

Mutual Releases: Mutual releases of liability between the Estate Parties and the 
Comerica Released Parties will be exchanged on entry of a bankruptcy court order 
approving the Settlement.  (Sec. 15). 

Comerica asserts that, as of January 31, 2026 a default rate interest premium of  

approximately $461,641.34 had accrued.  If this is correct, and the estate does not pay Comerica 

at the time of sale and instead chooses to litigate Comerica’s claims, the default interest will 

continue to accrue and Comerica’s attorneys’ fees, currently estimated at $100,000, could 

multiply. The cost of litigating Comerica’s claims could easily exceed $1,000,000. Since the loans 

are oversecured, Comerica would ultimately be paid in full. Under the Settlement Agreement, 

these negative prospects are removed, and the risks posed by default rate interest and lender 

attorneys fees will be effectively waived or disallowed.  Accordingly, the compromise is in the 

best interests of the estate and its creditors. 

Given the complexity of the potential claims, the investigation conducted to date, and the 

anticipated resulting litigation, the Estate Parties believe that litigation with Comerica as well as 

other Secured Lenders with whom they seek to settle could take years to conclude and could cost 

millions of dollars to pursue through trial. Because the disputed issues are both novel and complex 

and because the amounts at issue are significant, an appeal would be likely.  This would only  

exacerbate costs and further delay any distribution of proceeds to creditors and Investors.  

Additionally, the Debtors are at a critical juncture in the Chapter 11 Cases. The Estate 

Parties filed the Third Amended Plan on December 11, 2025, obtained Court approval to solicit 

votes on the Plan, and anticipate proceeding with a confirmation hearing in March 2026 subject to 

the Court’s availability.  Absent the Settlement Agreement, Comerica may object to the Plan as 
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well as important components therein, such as the appropriateness of substantive consolidation 

and proposed Ponzi scheme findings.  

Accordingly, after extensive negotiations among the Parties, and the Movants’ 

consideration of the complexity of the applicable claims, projected costs, uncertainties, and risks 

for both sides, the Parties have arrived at a comprehensive global settlement that furthers the 

interests of all Parties. As set forth above, the Settlement provides significant valuable benefits 

including the following:   

• Comerica will not object to the Plan provided that it is consistent with the terms 

of the Settlement Agreement. 

• The Parties will exchange mutual releases.  

• Comerica will waive any claim to postpetition interest at the Default Rate, any and 

all attorneys’ fees payable under the Loan Documents, and any deficiency claims, 

and will be paid no more than the Capped Amount under the Settlement 

Agreement. 

• The Estates will recover any and all Insider Proceeds received by Comerica and 

any and all proceeds from the Assigned Insider Claims. 

The Settlement Agreement, which resolves all of Comerica’s claims, caps the Estates’ 

liabilities and provides for the assignment of Comerica’s insider claims, is in the best interests of 

creditors and the Estates.  

III. JURISDICTION AND VENUE 

This Court has jurisdiction to consider this matter pursuant to 28 U.S.C. §§ 157 and 1334, 

the Order Referring Bankruptcy Cases and Proceedings to Bankruptcy Judges, General Order 24 

(N.D. Cal.), and Rule 5011-1(a) of the Bankruptcy Local Rules. This is a core proceeding pursuant 

to 28 U.S.C. § 157(b). Venue is proper before this Court pursuant to 28 U.S.C. §§ 1408 and 1409. 

IV. RELIEF REQUESTED 

The Movants request, pursuant to sections 105(a) and 363(b) of the Bankruptcy Code and 

Bankruptcy Rules 4001(a), 6004, and 9019, that the Court enter the Proposed Order: (1) approving 

the Settlement Agreement; (2) authorizing the Debtors to take any and all actions necessary to 
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effectuate the Settlement; and (3) granting such other and further relief as the Court deems just 

and proper under the circumstances.  

V. AUTHORITY FOR RELIEF REQUESTED 

A. The Settlement Agreement is in the Best Interests of the Estates 

Pursuant to Bankruptcy Rule 9019(a), “[o]n motion by the [debtor in possession] and after 

notice and a hearing, the court may approve a compromise or settlement” Fed. R. Bankr. P. 

9019(a). The statutory basis for Rule 9019 is section 363(b)(1) of the Bankruptcy Code, which 

allows debtors, inter alia, to use property of their estates outside the ordinary course of business, 

following notice and a hearing. 11 U.S.C. § 363(b)(1); See In re Claar Cellars LLC, Nos. 20-

00044-WLH11, 20-00045-WLH11, 2020 Bankr. LEXIS 682, at *11 n.24 (Bankr. E.D. Wash. Mar. 

13, 2020) (“The statutory basis to settle lies in section 363(b)(1) - a debtor either "uses" a chose of 

action by releasing it in a settlement or "sells" that property to the settlement counterparty.”) (citing  

Adeli v. Barclay (In re Berkeley Del. Court, LLC), 834 F.3d 1036, 1039-40 (9th Cir. 2016)); see 

also In re Artesian Future Technology, LLC, Case No. 22-40396 (CN) (Bankr. N.D. Cal. Dec. 5, 

2022), Dkt. No. 213 at 10-11 (“a bankruptcy court is obliged to consider . . . whether any property 

of the estate that would be disposed of in connection with the settlement might draw a higher price 

through a competitive process and be the proper subject of a section 363 sale.”) (citing In re Mickey 

Thompson Entm't Grp., Inc., 292 B.R. 415, 421-22 (BAP 9th Cir. 2003)).  

As “[t]he law favors compromise and not litigation for its own sake,” it is unsurprising that 

the settlement process “has preserved or created value for hundreds of thousands of bankruptcy 

estates.” Martin v. Kane (In re A & C Props.), 784 F.2d 1377, 1380–81 (9th Cir. 1986), cert. denied 

sub nom., Martin v. Robinson, 479 U.S. 854 (1986); Foster v. First Interstate Bank (In re Shoot 

the Moon, LLC), 635 B.R. 568, 575 (Bankr. D. Mont. 2022). In the settlement process, the 

bankruptcy court possesses “great latitude” in approving agreements under Rule 9019 so long as 

they are fair and equitable. See Woodson v. Fireman’s Fund Ins. Co. (In re Woodson), 839 F.2d 

610, 620 (9th Cir. 1988); In re A & C Props., 784 F.2d at 1380–81. Still, a court should not 

substitute its own judgment for the judgment of the debtor in possession. See Matter of Carla 

Leather, Inc., 44 B.R. 457, 465 (Bankr. S.D.N.Y. 1984). The court need not conduct an exhaustive 
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investigation of the claims sought to be compromised. See e.g., In re Walsh Constr., Inc., 669 F.2d 

1325, 1328 (9th Cir. 1982). And, a “mini-trial” on the merits of the underlying cause of action is 

also not required. Burton v. Ulrich (In re Schmitt), 215 B.R. 417, 423 (B.A.P. 9th Cir. 1997). 

Instead, it is sufficient that a court “only canvass[es] the issues” (In re Schmitt, 215 B.R. at 423) 

and determines that a settlement was negotiated in good faith and is reasonable, fair, and equitable. 

In re A & C Props., 784 F.2d at 1380–81. 

The Ninth Circuit has identified four factors that should be considered in determining 

whether a proposed settlement agreement is reasonable, fair, and equitable: (i) the probability of 

success in litigation; (ii) the difficulties, if any, to be encountered in the matter of collection; (iii) 

the complexity of litigation involved, and the expense, inconvenience, and delay in necessarily 

attending to it; and (iv) the paramount interests of creditors. See In re A & C Props., 784 F.2d at 

1381 (citing In re Flight Transp. Corp. Sec. Litig., 730 F.2d 1128, 1135 (8th Cir. 1984), cert. 

denied, 469 U.S. 1207 (1985)). “Each factor need not be treated in a vacuum; rather, the factors 

should be considered as a whole to determine whether the settlement compares favorably with the 

expected rewards of litigation.” Grief & Co. v. Shapiro (In re W. Funding Inc.), 550 B.R. 841, 851 

(9th Cir. BAP 2016), aff’d 705 F. App’x 600 (9th Cir. 2017). 

As set forth below, after applying the A&C Properties factors, the Court should determine 

that the Settlement is reasonable, fair and equitable, and is in the best interests of the Estates and 

creditors. 

1. The Probability of Success in Litigation  

This factor strongly weighs in favor of approval of the Settlement Agreement.  Comerica, 

secured lender under two Loans, with an aggregate principal amount of more than $3 million 

outstanding, plus asserted accrued default rate interest and attorneys fees of more than $560,000.  

Comerica has also filed five proofs of claim against the Debtors. The Estate Parties have reviewed 

potential estate claims and objections against Comerica, and as discussed above, the Estate Parties 

believe they have various valid grounds on which to object to the Proofs of Claim and potential 

estate claims for affirmative relief and recovery for fraudulent transfers under Code sections 544 

and 548 and California Civil Code 3439. 
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As noted above, the key point of dispute between the Movants and Comerica is whether 

Comerica’s claims are subject to netting principles in light of the Ninth Circuit’s EPD decision.  

As explained above, the Committee and Comerica disagree on the application of EPD, with 

Comerica arguing it was not an investor but instead a typical institutional lender that transacted at 

arm’s length on a small number of loans, with no reason to know it was lending into a fraudulent 

Ponzi scheme.  While playing “devil’s advocate,” the Court noted at a hearing on the Socotra 

Settlement the arguments against the Movants’ position: “…. So [Socotra / secured lenders] they're 

not -- again, they're not the -- they're not investing, as we think of investing, in Mr. Mattson. 

They're saying, you want to borrow money, fine, here's the loan, give us the trust, make the 

payments, if you don't, we'll foreclose. They're not expecting a rate of return like in a sense that 

you and I would when we invest in notes and deeds of trust." (Nov. 5, 2025 Socotra Settlement 

Hearing Transcript (“Socotra Transcript”), pp. 26:17 – 27:5). 

The economic terms of the Settlement Agreement with Comerica reflect the litigation risks 

and uncertainties of the Parties (with Secured Lenders notably having been unwilling to settle on 

terms economically more favorable to the Estates since the Socotra hearing). 

If litigated rather than settled by the Parties, given the importance of this issue and the 

circumstances and record in this case, the Movants believe that the key disputes in this case would 

require the expenditure of significant legal and other fees and expenses (including in lengthy 

appeal processes), and be subject to substantial risks and uncertainties and delays. The Movants 

are mindful of the Court’s concerns, expressed at a hearing on the Socotra Settlement, with the 

Estate Parties’ position on netting and how costly and lengthy any related litigation with Secured 

Lenders could be, to the substantial detriment of investors and other creditors.  See, e.g., Nov. 5, 

2025 Socotra Settlement Hearing Transcript, p. 42:24 – 43:8 (Court: “So the argument in favor of 

the compromise is, one, if the committee is relying on EPD CF Ninth Circuit [sic]. It's going to be 

expensive litigation. It's going to be time-consuming litigation. I … you know, you make these 

points up. It's going to be done on a contingency. And if we lose, you know this is kind of, you 

know, bet the -- bet the company -- bet the bankruptcy state litigation. Because if we lose, there's 

going to be no dividend to unsecured creditors. I mean, it will just wipe out this estate.”), p. 44:3-
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7 (Court: “ It is complex litigation. It's uncertain based on uncertain law. And it's going to .. it's 

not going to be resolved here. It's going to be resolved in some appellate court several years down 

the road.”).    

By contrast, the Settlement Agreement provides an expedient, more cost-effective, certain 

and final resolution to the issues between Comerica and the Estates in these Chapter 11 Cases, in 

order to minimize Comerica’s claims, in the Estates’ favor, and maximize the potential value for 

the Estates.  

2. The Difficulties, if any, to be Encountered in the Matter of Collection 

This factor is either neutral or weighs in favor of the Estates.  Subject to further 

investigation if necessary, the Movants are unaware of any circumstances of Comerica that would 

materially hinder its payment of any recoveries awarded to the Estates.  Nonetheless, the Movants 

would have to incur significant costs and delays in trying to collect upon any judgment against 

Comerica. 

3. The Complexity of the Litigation Involved 

The substantial expense, inconvenience, and delay that would ensue should the Court reject 

the Settlement Agreement is one of the most significant factors supporting approval. While the 

Movants believe that their positions and claims are meritorious, the time, costs, and resources 

required to litigate the netting and other legal issues would be unduly prohibitive.  Further. the 

Movants believe that Comerica would vigorously litigate against the Movants, including 

potentially with respect to (i) confirmation of the Plan, (ii) the proposed Ponzi scheme findings, 

and (iii) the substantive consolidation of the Debtors and KSMP Investment Entities.  By 

considering the likelihood of success on the Parties’ claims and the costs related to litigation of 

such claims (including the likelihood of litigation over the Plan and asset sales), the Settlement 

Agreement comes to a fair, beneficial and expedited resolution for the Estates and the other Parties 

involved. 
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4. The Paramount Interest of Creditors. 

Finally, the Settlement Agreement is in the best interest of creditors and will potentially 

create millions in dollars of value for the Estates and ultimately for recovery to victims of Kenneth 

Mattson’s fraud.  

First, the Settlement Agreement significantly reduces the Debtors’ claims pool through 

waiving certain substantial claims of Comerica as set forth in the Settlement Agreement;  

Second, the Settlement Agreement provides for potential recoveries for the LFM Debtors’ 

Estates through the Assigned Insider Claims and Insider Proceeds that might be received by 

Comerica. 

Third, Comerica has agreed not to object to the Plan.  This is in the best interests of 

creditors as it will save potentially millions of dollars overall on costly litigation with Comerica 

and other Secured Lenders over the Plan and other case matters, and should accelerate and facilitate 

the process of obtaining Court approval of the Plan and faster distributions to Investors and other 

creditors.   

The Court’s view of the Socotra Settlement, from the Investors’ and creditors’ perspective,  

also rings true of this Settlement: “And when you examine the paramount interest of creditors, 

they'd rather get paid something now than perhaps nothing five, six, seven years ago in the future. 

And that's the argument.”9  

B. The Settlement Agreement is a Sound Exercise of Business Judgment  

Section 363(b) of the Bankruptcy Code states that “after notice and a hearing,” a debtor in 

possession “may use, sell, or lease, other than in the ordinary course of business, property of the 

estate.” 11 U.S.C. § 363(b). See, e.g., Walter v. Sunwest Bank (In re Walter), 83 B.R. 14, 17 (B.A.P. 

9th Cir. 1988) (“The bankruptcy court has considerable discretion in deciding whether to approve 

or disapprove the use of estate property by a debtor in possession, in the light of sound business 

justification.”); In re 240 North Brand Partners, 200 B.R. 653, 659 (B.A.P. 9th Cir. 1996) (citing 

In re Lionel Corp., 722 F.2d 1063, 1070 (2d Cir. 1983)). 

 
9  Nov. 5, 2025 Socotra Settlement Hearing Transcript, p. 44:8-11. 
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Additionally, section 105(a) of the Bankruptcy Code, which codifies a bankruptcy court’s 

inherent equitable powers to “issue any order, process, or judgment that is necessary or appropriate 

to carry out the provisions in this title,” provides this Court with the power to grant the relief 

requested herein.  See also United States v. Energy Resources Co., 495 U.S. 545, 549 (1990); 

Rosson v. Fitzgerald (In re Rosson), 545 F.3d 764 (9th Cir. 2008); Martin v. United States (In re 

Martin), 150 B.R. 43, 47 (Bankr. S.D. Cal. 1993) (noting the Court’s “broad” powers under Section 

105).  

The Settlement Agreement reflects an exercise of the Debtors’ sound business judgment. 

As discussed above, the Settlement Agreement minimizes Comerica’s claims and creates value for 

the Estates, which will help the Debtors to maximize their Estates for the benefit of all of their 

creditors, most of whom are victims of Kennth Mattson’s fraud.  In addition, the thoroughness and 

sophistication of the arm’s-length negotiations with Comerica (represented by counsel) represent 

a careful consideration of the terms of the settlement by the Debtors and the Committee and the 

claims at stake.  As explained by other courts within this Circuit, business judgment “is a 

deferential standard.” In re Claar Cellars LLC, 2020 Bankr. LEXIS 682, at *9 (quotations 

omitted); see also In re Mickey Thompson Entm't Grp., Inc., 292 B.R. at 420 (“a court generally 

gives deference to a trustee's business judgment in deciding whether to settle a matter…”).  Based 

on the foregoing, the Settlement Agreement passes this deferential standard.  

The Movants have carefully considered every aspect of the Settlement Agreement with the 

assistance of seasoned professionals.  In their consideration, it is evident to the Movants that the 

benefits of the Settlement Agreement far outweigh any costs. Accordingly, the Movants 

respectfully request that the Court authorize the Movants’ entry into, and performance under, the 

Settlement Agreement.  

C. Bankruptcy Rules 4001 and 6004 Should Be Waived 

With respect to any relief from the automatic stay under section 362(d) that may required 

or implicated by the Settlement Agreement, if and to the extent applicable, the Movants seek a 

waiver of the fourteen-day stay under Bankruptcy Rule 4001(a)(4).  With respect to any aspect of 

the relief sought herein that constitutes a use of property under section 363(b) of the Bankruptcy 
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Code, the Movants seek a waiver of the fourteen-day stay under Bankruptcy Rule 6004(h). As 

described above, the relief that the Movants seek is immediately necessary for the Movants to 

administer the Chapter 11 Cases and maximize the value of the Estates.  The Movants thus submit 

that the requested waiver of the fourteen-day stay imposed by Bankruptcy Rules 4001(a) and 

6004(h) is appropriate, as the exigent nature of the relief sought herein justifies immediate 

unstayed relief.  

VI. RESERVATION OF RIGHTS 

Nothing contained herein is intended to be or shall be construed as (i) an admission as to 

the validity of any claim against the Debtors or any collateral, (ii) a waiver of the Movants’ or any 

appropriate party in interest’s rights to dispute any claim or any collateral, or (iii) an approval or 

assumption of any agreement, contract, program, policy, or lease under section 365 of the 

Bankruptcy Code.  

VII. NOTICE 

Notice of this Motion shall be given to (i) the United States Trustee, (ii) Comerica, (iii) all 

creditors and investors of the Debtors, (iv), known tenants (if any) of the Real Properties; (v) any 

other persons with interests in the Real Properties, and (vi) those persons who have formally 

appeared in the Chapter 11 Cases and requested service pursuant to Bankruptcy Rule 2002 (the 

“Notice Parties”).  Based on the circumstances surrounding this Motion and the nature of the relief 

requested herein, the Movants respectfully submit that no further notice is required.  

WHEREFORE, the Movants respectfully request that the Court enter an order, 

substantially in the form attached hereto as Exhibit A, granting the relief requested herein. 
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Dated: February 11, 2026    KELLER BENVENUTTI KIM LLP 

By: /s/ Thomas B. Rupp  
 Thomas B. Rupp 

Attorneys for the LFM Debtors and 
Debtors in Possession 

      

PACHULSKI STANG ZIEHL & 
JONES LLP 

By: /s/ John D. Fiero  
John D. Fiero 

Attorneys for Official Committee of 
Unsecured Creditors 
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Exhibit A 

(Proposed Order)
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KELLER BENVENUTTI KIM LLP                   
TOBIAS S. KELLER (Cal. Bar No. 151445) 
(tkeller@kbkllp.com)  
DAVID A. TAYLOR (Cal. Bar No. 247433) 
(dtaylor@kbkllp.com) 
DARA L. SILVEIRA (Cal. Bar No. 274923) 
(dsilveira@kbkllp.com) 
THOMAS B. RUPP (Cal. Bar No. 278041) 
(trupp@kbkllp.com) 
101 Montgomery Street, Suite 1950 
San Francisco, California 94104 
Telephone: (415) 496-6723 
Facsimile: (650) 636-9251 
 
Attorneys for the LFM Debtors and  
Debtors in Possession 
 
 

Debra I. Grassgreen (CA Bar No. 169978) 
John D. Fiero (CA Bar No. 136557)  
Jason H. Rosell (CA Bar No. 269126)  
Brooke E. Wilson (CA Bar No. 354614)  
PACHULSKI STANG ZIEHL & JONES LLP  
One Sansome Street, 34th Floor, Suite 3430  
San Francisco, California 94104-4436  
Telephone:  415-263-7000  
Facsimile:   415-263-7010  
Email:       dgrassgreen@pszjlaw.com 
                  jfiero@pszjlaw.com  
                  jrosell@pszjlaw.com  
                  bwilson@pszjlaw.com  
 
Counsel to the Official Committee  
of Unsecured Creditors 
 
 

 
UNITED STATES BANKRUPTCY COURT 
NORTHERN DISTRICT OF CALIFORNIA 

SANTA ROSA DIVISION 
 

 
In re:  

LEFEVER MATTSON, a California 
corporation, et al.,1  

Debtors. 

 

Lead Case No. 24-10545 (CN) 
(Jointly Administered) 
Chapter 11  
 
[PROPOSED] ORDER 
AUTHORIZING JOINT MOTION OF 
THE LFM DEBTORS AND THE 
COMMITTEE TO APPROVE ENTRY 
INTO AND PERFORMANCE UNDER 
THE COMERICA BANK 
SETTLEMENT AGREEMENT 
 

 
In re: 
 
KS MATTSON PARTNERS, LP, 

 
Debtor. 

 
Date: March 4, 2026 
Time: 1:00 p.m. (Pacific Time) 
Place: Via Zoom or In Person 
             United States Bankruptcy Court 
 1300 Clay Street, Courtroom 215 
             Oakland, CA 94612 

 
 

1  The last four digits of LeFever Mattson’s tax identification number are 7537.  The last four digits of the tax 
identification number for KS Mattson Partners, LP (“KSMP”) are 5060.  KSMP’s address for service is c/o 
Stapleton Group, 514 Via de la Valle, Solana Beach, CA 92075.  The address for service on LeFever Mattson and 
all other Debtors is 6359 Auburn Blvd., Suite B, Citrus Heights, CA 9562.  Due to the large number of debtor 
entities in these Chapter 11 Cases, a complete list of the Debtors and the last four digits of their federal tax 
identification numbers is not provided herein.  A complete list of such information may be obtained on the website 
of the Debtors’ claims and noticing agent at https://veritaglobal.net/LM. 
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Upon consideration of the Joint Motion of LFM Debtors, Debtor KSMP and the Committee 

to Approve Entry Into and Performance Under the Comerica Bank Settlement Agreement (the 

“Motion”),2 filed by the LFM Debtors, Debtor KSMP and the Committee (the “Movants”); 

pursuant to sections 105(a) and 363(b) of title 11 of the United States Code (the “Bankruptcy 

Code”) and Rules 4001(a), 6004 and 9019 and of the Federal Rules of Bankruptcy Procedure (the 

“Bankruptcy Rules”), for the entry of an order approving the Settlement Agreement, dated as of 

January 29, 2026 (the “Settlement Agreement”), by and among the Movants and Comerica, and 

the Court having reviewed the Motion, the Sharp Declaration, and the Katari Declaration, and 

having considered the statements of counsel and the evidence adduced with respect to the Motion 

at a hearing before the Court (the “Hearing”); and the Court having found that (i) the Court has 

jurisdiction to consider the Motion and the relief requested therein pursuant to 28 U.S.C. §§ 157 

and 1334, and the Order Referring Bankruptcy Cases and Proceedings to Bankruptcy Judges, 

General Order 24 and Rule 5011-1(a) of the Bankruptcy Local Rules for the United States District 

Court for the Northern District of California; (ii) venue is proper in this district pursuant to 28 

U.S.C. §§ 1408 and 1409; (iii) this is a core proceeding pursuant to 28 U.S.C. § 157(b); (iv) notice 

of the Motion and the Hearing was sufficient under the circumstances; and after due deliberation 

the Court having determined that the relief requested in the Motion is in the best interests of the 

Debtors, their estates, and their creditors; and good and sufficient cause having been shown; 

IT IS HEREBY ORDERED THAT: 

1. The Motion is granted. 

2. The Settlement Agreement attached hereto as Exhibit 1 and the terms therein are 

hereby approved. 

3. The Parties are authorized to enter into and perform under the Settlement 

Agreement, and may take any steps necessary to enter into and perform under the Settlement 

Agreement. 

 
2 Capitalized terms not otherwise defined herein shall have the meanings given to them in the Motion. 
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4. The Settlement Agreement is approved in its entirety and, once effective, shall be 

binding and enforceable on the parties thereto in accordance with its terms.  

5. Notwithstanding any provisions in the Bankruptcy Code, the Bankruptcy Rules, or 

the Local Rules to the contrary, this order shall be immediately effective and enforceable upon its 

entry.  

6. The stay imposed pursuant to Bankruptcy Rules 4001(a) and 6004(h) is waived.  

7. The Debtors are authorized to take all actions necessary to effectuate the relief 

granted in this order in accordance with the Motion.  

8. This Court shall retain jurisdiction and power to hear and determine all matters 

arising from or related to the implementation of this order.  

** END OF ORDER ** 
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Exhibit 1 
 

Settlement Agreement 
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