
 

 

UNITED STATES BANKRUPTCY COURT 
FOR THE NOTHERN DISTRICT OF ILLINOIS  

EASTERN DIVISION 
 

In re: ) Chapter 11 
 ) 
LIFE FUND, 5.1, LLC, et. al., ) Case No. 09-32672 
 ) (Jointly Administered)  
 ) 
 Debtors. ) Hon. A. Benjamin Goldgar 
  ) 
  ) Date: October 25, 2010 
  ) Time: 9:30 a.m. 
 

NOTICE OF FILING OF SUPPLEMENT 
 
To: See attached Service List 
 
 PLEASE TAKE NOTICE that on October 22, 2010 we caused to be filed with the 
Clerk for the United States Bankruptcy Court for the Northern District of Illinois—Eastern 
Division, the attached SUPPLEMENT TO ARNSTEIN & LEHR’S FIRST AND FINAL 
APPLICATION FOR ALLOWANCE OF FEES AND REIMBURSEMENT OF COSTS 
AS DEBTORS’ COUNSEL.  
 
      ARNSTEIN & LEHR LLP, counsel for  
      Debtors 

   
By:      /s/ Barry A. Chatz      .. 

       One of their Attorneys 
 

Barry A. Chatz (06196639)     
Thomas P. Yardley (06208239)    
Miriam R. Stein (06238163)    
ARNSTEIN & LEHR LLP     
120 S. Riverside Plaza, Suite 1200   
Chicago, IL 60606      
Telephone: 312.876.7100     
Facsimile: 312.876.0288     
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CERTIFICATE OF SERVICE 

 
 I, Barry A. Chatz, hereby certify that I caused of the Notice and Supplement that 
were filed with the Clerk of the Bankruptcy Court to be served on the parties listed on 
the attached Service List below by the Court’s ECF system on October 22, 2010. 
 

By:      /s/ Barry A. Chatz      .. 
       One of their Attorneys 
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SERVICE LIST 
 

Brian A. Audette  
Trustee:  Patrick Collins 
baudette@perkinscoie.com 
nsaldinger@perkinscoie.com 
 
David Audley 
Creditor: Harris N.A. 
audley@chapman.com 
benz@chapman.com 
 
Paige E Barr 
Creditor: Grace Johnson 
paige.barr@kattenlaw.com 
 
Bianca Chapman 
Trustee: Jeff Marwil 
bchapman@proskauer.com 
 
Barry A Chatz  
Debtor: Life Fund 5.1, LLC 
bachatz@arnstein.com 
 
Michael J Durrschmidt 
Creditor: David Nystrom 
mdurrschmidt@hirschwest.com 
bhowell@hirschwest.com 
tjimenez@hirschwest.com 
marsch500@gmail.com 
 
Michael M. Eidelman  
Interested Party: Eric Boutte, as Trustee 
for the AB Revocable Living Trust 
meidelman@vedderprice.com 
ecf-docket@vedderprice.com 
 
Richard C Friedman 
U.S. Trustee: William Neary 
USTPRegion11.es.ecf@usdoj.gov 
richard.c.friedman@usdoj.gov 
 
 
Deborah J. Fritsche  
Creditor: Group of Investors 
dfritsche@johnsontrent.com 
bricks@johnsontrent.com 
swagner@johnsontrent.com 

 
Arlene N Gelman 
Interested Party: Eric Boutte, as Trustee 
for the AB Revocable Living Trust 
agelman@vedderprice.com 
 
Michael L. Gesas 
Debtor: Life Fund 5.1, LLC 
mlgesas@arnstein.com 
blsutton@arnstein.com 
 
Emily S. Gottlieb 
The Garden City Group, Inc. 
emily_gottlieb@gardencitygroup.com 
paul.kinealy@gardencitygroup.com 
PACERTeam@gardencitygroup.com 
lauren.granger@gardencitygroup.com 
brian.karpuk@gardencitygroup.com 
heather.montgomery@gardencitygroup.
com 
 
Gordon E. Gouveia 
Creditor: Harry and Adela Parlette 
ggouveia@shawgussis.com 
 
David S Gragg 
Creditor: Bryant Truitt 
dgragg@langleybanack.com 
 
Brian M. Graham 
Creditor: Group of Investors 
bgraham@pedersenhoupt.com 
 
Daniel T. Graham 
Creditor: Mark Self 
dgraham@clarkhill.com 
ppeggs@clarkhill.com 
 
David E Grochocinski 
Creditor: Mary Rybarzyk 
lawyers@ggl-law.com 
lawyers@ggl-law.com 
 
Lori A Hood 
Creditor: Group of Investors 
lhood@johnsontrent.com 
bricks@johnsontrent.com 
swagner@johnsontrent.com 
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Erin E Jones 
Creditor: Grace Johnson 
erin@jonesmorris.com 
 
Ean L Kryska 
Creditor: Group of Investors 
ekryska@salawus.com 
jadams@salawus.com 
 
Mark E Leipold 
Creditor: Betty Willis 
mleipold@gouldratner.com 
stamssot@gouldratner.com 
hmartinez@gouldratner.com 
 
Jeff J Marwil 
Trustee: Jeff Marwil 
jmarwil@proskauer.com 
 
Bryan Minier 
Creditor: Group of Investors 
bminier@pedersenhoupt.com 
 
 
 
Kevin H Morse 
Debtor: Life Fund 5.1, LLC 
khmorse@arnstein.com 
 
William T Neary 
USTPRegion11.ES.ECF@usdoj.gov 

 
David M Neff 
Trustee: Patrick Collins 
dneff@perkinscoie.com 
nsaldinger@perkinscoie.com 
 
E. Stuart Phillip 
The Texas State Securities Board 
stuart.phillips@oag.state.tx.us 
 
Marc E Rosenthal 
Trustee: Jeff Marwil 
mrosenthal@proskauer.com 
 
Jeffrey M Schwartz  
John Hancock Life Insurance Company 
(U.S.A.) 
jeffrey.schwartz@dbr.com 
bertha.serrano@dbr.com 
 
Miriam R. Stein 
Debtor: Life Fund 5.1, LLC 
mrstein@arnstein.com 
jbmedziak@arnstein.com 
 
Jeremy T Stillings 
Trustee: Jeff Marwil 
jstillings@proskauer.com 
rrice@proskauer.com
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UNITED STATES BANKRUPTCY COURT 
FOR THE NOTHERN DISTRICT OF ILLINOIS  

EASTERN DIVISION 
 

 
In re:      ) Chapter 11 
      ) 
LIFE FUND, 5.1, LLC, et. al.,  ) Case No. 09-32672 
      ) (Jointly Administered)  
       ) 
  Debtors.   ) Hon. A. Benjamin Goldgar 
      ) 
      ) Date: October 25, 2010 
      ) Time: 9:30 a.m. 
 

SUPPLEMENT TO FIRST AND FINAL APPLICATION FOR ALLOWANCE OF 
COMPENSATION AND REIMBURSEMENT OF EXPENSES FOR ARNSTEIN & LEHR 

LLP – COUNSEL TO THE DEBTORS 

Arnstein & Lehr LLP (“A&L”), counsel for the debtors Life Fund 5.1, LLC; Life 

Fund 5.2, LLC; Houston Tanglewood Partners, LLC; A&O Resource Management, LLC; 

A&O Life Fund, LLC; A&O Bonded Life Assets, LLC; A&O Bonded Life Settlement, LLC 

(collectively, “Debtors”), hereby files its Supplement (“Supplement”) to the First and 

Final Application for Allowance of Compensation and Reimbursement of Expenses for 

A&L (“Application”).  In support of the Application, A&L states as follows: 

I. SUPPLEMENT BACKGROUND1 

1. On October 1, 2010, A&L filed its Application seeking compensation in the 

amount of $88,731.50 for legal services provided to the Debtors and $4,961.74 for 

reimbursement of out-of-pocket expenses.  A hearing on the Application was set for 

Monday, October 25, 2010 at 9:30 a.m. 

2. On Wednesday, October 20, 2010, A&L received a request from the 

Chapter 11 Trustee to file a supplement to address certain concerns of the Chapter 11 

                                                 
1 A full background of the Debtors’ bankruptcy case and the services A&L provided to the Debtors is 
available in the Application.  Copies of the Application were served on those parties entitled to ECF 
service and made available pursuant to the notice served on all creditors. 
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Trustee.  A&L files this Supplement to answer the concerns raised by the Chapter 11 

Trustee. 

A. Payments Made to A&L. 

3. A&L stated in each of its Disclosures of Compensation of Attorneys for 

Debtors (“Compensation Disclosures”) that the Debtors paid A&L $32,500.00 in the year 

prior to the petition date.  The Debtors’ Statements of Financial Affairs (“SOFAs”) identify 

the dates that A&L received these prepetition amounts and identify that the prepetition 

amounts were paid by non-debtors. 

4. In clarification of the SOFAs and Compensation Disclosures, A&L received 

the following prepetition payments: 

Payment 
Date Payor Amount Payment Type 

6/8/09 Russell E. Mackert Attorney at Law $7,500.00 Business Check 

7/2/09 Russell E. Mackert Attorney at Law $5,000.00 Cashier’s Check 

7/7/09 Russell E. Mackert Attorney at Law $5,000.00 Wire Transfer 

8/5/09 A&O Life Funds, L.P. $8,000.00 Cash 

8/5/09 A&O Life Funds, L.P. $7,000.00 Cash 

 
Documents supporting the prepetition payments made to A&L are attached hereto as 

Exhibit A. 

5. As of the Petition Date, A&L did not hold a retainer and any amounts due 

to A&L for prepetition services were waived. 

B. Debtor’s Involvement in Pre-Petition Litigation. 

6. The affidavit of Michael L. Gesas filed in support of A&L’s employment 

application disclosed that the Debtors were involved in a state court case with Shepard 

Capital Management LLC, the Debtors’ managing agent, to obtain Court authority to file 

the seven bankruptcy cases on behalf of the Debtors. 
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7. At the hearing on the Debtors’ application to retain A&L as bankruptcy 

counsel, the Group of Investors raised this matter as an objection to A&L’s retention.  

After hearing arguments from both sides, the Court overruled the Group of Investors’ 

objection and authorized the Debtors’ retention of A&L.  A copy of the Order Authorizing 

the Debtors’ Retention of A&L (“Employment Order”) is attached as Exhibit B. 

C. Post-Chapter 11 Trustee Services Provided. 

8. The Employment Order authorized the Debtors’ Retention and 

Employment of A&L as Counsel for the Debtors retroactive to September 2, 2009, and 

limited A&L’s employment to the following purposes: 

a. representation of the Debtors for all bankruptcy matters prior to the 
appointment of a Chapter 11 Trustee including filing of the 
bankruptcy cases, preparation and filing of retention motion, 
preparation and filing of Debtors’ motion to borrow against cash 
reserves of their insurance policies; appearances at Court hearings; 
and initial preparation of bankruptcy schedules; 

 
b. representation of the Debtors for bankruptcy matters subsequent to 

the appointment of a Chapter 11 Trustee limited to the following: (i) 
preparation of schedules; (ii) appearance at the Section 341 
meeting of creditors at the request of the Chapter 11 trustee; (iii) 
working with the Chapter 11 Trustee to convey any and all 
documentation and information on behalf of the debtors; and (iv) all 
other work on behalf of the Debtors that is specifically requested by 
the Chapter 11 Trustee. (emphasis added). 

 
9. On Thursday, October 21, 2010, A&L undertook a thorough review of more 

than 100 e-mail messages sent from the Chapter 11 Trustee, United States Trustee and 

counsel for the Group of Investors subsequent to the appointment of the Chapter 11 

Trustee on September 21, 2010. 

10. A&L strongly believes that all services rendered to the Debtors after the 

appointment of the Chapter 11 Trustee complied with the Employment Order.  

Furthermore, all services rendered to the Debtors that were not related to the 

preparation of schedules, appearance at the Section 341(a) meeting of creditors or 
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working with the Chapter 11 Trustee to convey all documentation, were specifically 

requested by the Chapter 11 Trustee. 

11. As of the filing of this Supplement, only the Chapter 11 Trustee has 

requested copies of the previous Chapter 11 Trustee’s requests for post-petition 

services.  A&L has provided the Chapter 11 Trustee with copies of all relevant e-mail 

messages. 

D. Compliance with the Local Rules. 

12. A&L has been requested to address certain purported local rule violations.  

Specifically, (a) Local Rule 5082-1(C)(5): identifying the amount of fees incurred for 

each narrative entry; (b) Local Rule 5082-1(B)(a): summarizing entries in categories of 

services with summaries of timekeepers for each category; and (c) lumping with respect 

to specific entries. 

13. A&L’s accounting and timekeeping system does not allow for it to provide 

the amount of fees incurred for each narrative entry in a fee application.  To offset this 

inability, every A&L fee application filed with the U.S. Bankruptcy Court for the Northern 

District of Illinois, including the Application, has each professional’s billing rate, the 

number of hours each professional billed per category, the amount each attorney billed 

per category, the total number of hours each attorney billed in the application period and 

the total amount each attorney billed in the application period.  As such, A&L believes 

that its Application provides a party in interest with significant information to determine 

the reasonableness of A&L’s request.2 

14. Historically, in representing chapter 11 debtors A&L has always 

summarized entries in separate categories of services.  However, A&L’s representation 

                                                 
2 At the Court’s request, A&L will manually add the amount of fees incurred for each narrative entry in the 
Application. 
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of the Debtors in this matter is unique as it was limited by the Employment Order to a 

very narrow scope of services.  As such, A&L believes that the services provided 

supported the general restructuring efforts of the Debtors and were properly placed in 

that category.3 

15. Finally, specific narrative entries were alleged to have “lumped” together 

time.  A&L has reviewed and revised the specific entries and attached hereto as Exhibit 

C are revised invoices for the services A&L provided.  Additionally, A&L has written off 

additional time in its entries to accommodate the concerns of the Group of Creditors. 

E. Preparation of Employment Application for DSI. 

16. The Chapter 11 Trustee inquired as to the basis for A&L’s compensation 

for the preparation of an application to employ Development Specialists, Inc. (“DSI”).  As 

of the petition date, A&L intended to employ DSI as either a financial advisor or chief 

restructuring officer.  In preparing first day motions, and prior to meeting with the United 

States Trustee, A&L prepared a motion to employ and retain DSI.  A&L met with the 

United States Trustee to discuss direction and strategy for the bankruptcy cases and 

disclosed to the United States Trustee its intent to employ DSI.  When the United States 

Trustee and A&L determined that it was in the best interest of the estates to appoint a 

Chapter 11 Trustee, A&L did not file the motion to employ DSI.  As such, A&L believes 

that the time A&L spent preparing the application to employ DSI was, at the time, in the 

best interest and benefit of the estates. 

                                                 
3 At the Court’s request, A&L will separate the narrative entries into separate categories of services. 
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F. Preparation of Fee Application. 

17. As the Application is A&L’s final fee application, A&L has requested 

reasonable compensation from the estates for the time spent preparing the Application.  

The Chapter 11 Trustee has requested that A&L provide statements in this Supplement 

for the actual time spent in the preparation and filing of the Application.  Included in 

Exhibit C is the time A&L spent in the preparation of the Application.   

 WHEREFORE, Barry A. Chatz, Thomas P. Yardley, and Miriam R. Stein and the 

law firm of Arnstein & Lehr LLP, respectfully request that the Court enter an Order: 

A. Awarding A&L $86,844.00 as first and final compensation and $4,961.74 

in reimbursement of expenses as set forth herein pursuant to Bankruptcy 

Code Section 330 and 331; 

B. Finding notice of this Supplement as provided is sufficient under the 

circumstances; and 

C. Granting such other and further relief as the Court deems just and proper. 

Dated: October 22, 2010   Respectfully submitted, 
Life Fund 5.1, LLC, et al. 
 
By:      /s/ Barry A. Chatz                    . 
       One of their Attorneys 

 
Barry A. Chatz (06196639) 
Thomas P. Yardley (06208239) 
Miriam R. Stein (06238163) 
ARNSTEIN & LEHR LLP 
120 S. Riverside Plaza, Suite 1200 
Chicago, IL 60606 
Telephone: 312.876.7100 
Facsimile: 312.876.0288 
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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE NORTHERN DISTRICT OF ILLINOIS 

EASTERN DIVISION 
 

In re:      ) Chapter 11 
      ) 
LIFE FUND, 5.1, LLC, et. al.,  ) Case No. 09-32672 
      ) (Jointly Administered)  
       ) 
  Debtors.   ) Hon. A. Benjamin Goldgar 
      ) 
 

ORDER GRANTING FIRST AND FINAL APPLICATION FOR ALLOWANCE OF 
COMPENSATION AND REIMBURSEMENT OF EXPENSES FOR COUNSEL TO THE 

DEBTORS 
 

This matter coming to be heard on the First and Final Application for Allowance 
of Compensation and Reimbursement of Expenses for Counsel to the Debtors, Arnstein 
& Lehr LLP, pursuant to 11 U.S.C. §330 and 331 of the Bankruptcy Code and the 
Court’s Order Authorizing Retention and Employment of Arnstein & Lehr LLP as 
Counsel for the Debtors.  The Court finding notice to be sufficient, and being otherwise 
fully advised in the premises, 
 

IT IS HEREBY ORDERED that: 
 

1. Arnstein & Lehr LLP ("A&L") is allowed compensation for the application 

period in the amount of $___________________ and reimbursement of expenses in the 

amount of $____________________ ("the Allowed Claim") 

 
2. The Trustee is authorized to pay A&L the Allowed Claim. 

 
 
Dated: ______________   ENTERED: 
 
 

_____________________________________ 
   UNITED STATES BANKRUPTCY JUDGE 
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