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IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT DELAWARE 

 

In re: 

 

WOODBRIDGE GROUP OF 

COMPANIES LLC, et al.,1  

  

 

  Debtors.   

: 

: 

: 

: 

: 

: 

: 

: 

: 

 

Chapter 11 

 

Case No. 17-12560 (KJC) 

 

(Jointly Administered) 

 
Ref. Docket Nos. 2249 & 2283 

 

NOTICE OF FILING OF AD HOC NOTEHOLDER GROUP’S PROPOSED  

LETTER IN SUPPORT OF THE DEBTORS’ FIRST AMENDED JOINT  

CHAPTER 11 PLAN OF LIQUIDATION 

 PLEASE TAKE NOTICE that that in accordance with Exhibit 5 of the Debtors’ Motion 

for Entry of an Order (I) Approving Disclosure Statement, (II) Fixing Voting Record Date, (III) 

Scheduling Plan Confirmation Hearing and Approving Form and Manner of Related Notice and 

Objection Procedures, (IV) Approving Solicitation Packages and Procedures and Deadlines for 

Soliciting, Receiving, and Tabulating Votes on the Plan, and (V) Approving Forms of Ballots and 

Notice to Non-Voting Classes [D.I. 2249], the Ad Hoc Noteholder Group hereby files the 

proposed Noteholder Committee Support Letter, attached hereto as Exhibit A, in support of the 

Debtors’ First Amended Joint Chapter 11 Plan of Liquidation of Woodbridge Group of 

Companies, LLC and Its Affiliated Debtors [D.I. 2283]. 

 

                                                
1  The last four digits of Woodbridge Group of Companies, LLC’s federal tax identification number are 3603.  The 

mailing address for Woodbridge Group of Companies, LLC is 14140 Ventura Boulevard #302, Sherman Oaks, 

California 91423.  A complete list of the Debtors, the last four digits of their federal tax identification numbers, 

and their addresses may be obtained on the website of the Debtors’ noticing and claims agent at 

www.gardencitygroup.com/cases/WGC. 
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Dated: August 20, 2018 

Wilmington, Delaware 
DRINKER BIDDLE & REATH LLP 

 

/s/ Steven K. Kortanek     

Steven K. Kortanek (Del. Bar No. 3106) 

Patrick A. Jackson (Del. Bar No. 4976) 

Joseph N. Argentina, Jr. (Del. Bar No. 5453) 

222 Delaware Avenue, Suite 1410 

Wilmington, Delaware 19801 

Telephone:  (302) 467-4200 

Facsimile:  (302) 467-4201 

steven.kortanek@dbr.com 

patrick.jackson@dbr.com 

 

-and- 

 

James H. Millar 

Michael P. Pompeo 

1177 Avenue of the Americas, 41st Floor 

New York, New York 10036-2714 

Telephone: (212) 248-3140 

Facsimile: (212) 248-3141 

james.millar@dbr.com 

michael.pompeo@dbr.com 

 

-and- 

 

Timothy R. Casey 

191 N. Wacker Dr., Ste. 3700 

Chicago, Illinois 60606-1698 

Telephone: (312) 569-1000 

Facsimile: (312) 569-3000 

timothy.casey@dbr.com 

 

Counsel to the Ad Hoc Noteholder Group 
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The Ad Hoc Noteholder Group 

 

 

Re: In re Woodbridge Group of Companies, LLC, et al. Case No. 17-12560 (KJC) 

 

To the Noteholder Victims of the Woodbridge Fraud: 

 We write on behalf of the Noteholder Group to urge that you vote in favor of the First Amended Joint 

Chapter 11 Plan of Liquidation of Woodbridge Group of Companies, LLC and Its Affiliated Debtors (dated 

August 3, 2018) (the “Plan”).  You are receiving this letter as part of package that includes the Plan (contained 

on the CD that is in the same package as this letter), the Bankruptcy Court-approved Disclosure Statement 

concerning the Plan (also on the CD), and one or more Class 3 or Class 6 Ballots for you as Noteholder.  Please 

note that nothing in this letter is a substitute for a careful review of the Disclosure Statement in considering your 

vote on the Plan—as a legal matter, the Plan and Disclosure Statement are the operative documents.  The 

purpose of this letter is to briefly explain, in the Noteholder Group’s own words, why the Noteholder Group 

recommends that you vote in favor of the Plan. 

 First we want you to know that the Noteholder Group is made up of nine members who, like you, 

invested significantly in the Woodbridge fraudulent scheme.  Our members’ note investments total $9.8 million.  

A detailed disclosure of the Noteholder Group’s membership and investments is attached (this information was 

filed with the Bankruptcy Court on May 2, 2018, at Docket No. 1707).  Importantly, membership in the 

Noteholder Group was carefully limited to avoid any potential conflicts of interest, such as with brokers or 

Woodbridge “unit” investors. 

 Turning next to the Plan, we want to highlight some key points for your consideration.  We firmly 

believe that the Plan reflects the best settlement for Noteholder victims that could be achieved in this highly 

complex situation.  The settlement that forms the central core of the Plan was achieved on March 22, 2018, 

following a very thorough and hard-fought negotiation among the three committees in the Woodbridge Chapter 

11 cases—the Unsecured Creditors’ Committee, the Noteholder Group, and the Unitholder Group (the 

“Committees”)—and the Debtors.  The Noteholder Group forcefully put forth numerous arguments in favor of 

the secured status (i.e., lien rights) of Noteholders, as well as arguments as to the seniority in right of payment 

of Noteholder investments (which were in the form of debt instruments) versus Unitholder investments (which 

were in the form of limited liability company member interests).  The other parties to the settlement negotiation 

ably put forth competing positions.  We believe the economic terms of the resulting settlement fairly and fully 

account for the secured-status arguments and debt-versus-equity arguments, when taking into account the 

potential ramifications of the Woodbridge fraud. 

 The lien rights promised to Noteholders—and indeed, reflected in the language of Noteholders’ loan 

documents—were hollow promises that were part of the massive fraud perpetrated by Robert Shapiro, who 

formerly controlled Woodbridge, all as detailed by the Woodbridge Debtors in the Disclosure Statement.  A 

fundamental reason for the existence of the Noteholder Group has been to pursue the most appropriate treatment 

of Noteholder victims with respect to the lien rights that each Noteholder was led to believe they have.  The 

Noteholder Group exhaustively reviewed the legal and factual issues involved in any pathway to attempting 

strict legal enforcement of lien rights for Noteholders.  But it was readily apparent that there is no workable path 

for any such lien enforcement.  The pervasive nature of the Woodbridge fraud makes the asserted liens and 

underlying collateral the subject of major litigation risk.  The reasons for this are complex, can be summed up 

as follows: (i) Woodbridge did not structure its note investment products in a manner consistent with its sales 
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pitch; (ii) even as structured, Woodbridge did not take the proper legal steps that a legitimate, competent 

investment company would have taken to validate its noteholder investors’ lien rights; and (iii) even if a 

Noteholder could prevail in validating its lien rights on one of the theories identified by the Noteholder Group, 

there is a substantial risk that Woodbridge’s grant of those lien rights could be “avoided” (i.e., rendered 

unenforceable) based on Woodbridge’s fraud and the applicable law.  (Indeed, this latter point is the subject of a 

lawsuit the Official Creditors’ Committee has already prepared and would presumably pursue if the Plan is not 

confirmed.)  It cannot be overemphasized how important it was for all Noteholders that these issues would be 

settled promptly, as has been done in the Woodbridge cases.  Absent the March 22 settlement, and the 

collaborative work by the Debtors and the three Committees to propose the Plan, there would have been costly 

and prolonged litigation at the Bankruptcy Court and in appeals, spanning many months and perhaps years, all 

of which would dilute and delay any recoveries for Noteholders who have not received any income from their 

Woodbridge investments since at least November 2017. 

 Another extremely important factor in terms of any attempt to strictly enforce asserted liens is that such 

a path would cause perhaps thousands of Noteholders to receive little or no recovery.  Again, Woodbridge 

perpetrated a massive fraud.  The fraud and lies did not conveniently stop at any particular boundary so as to 

permit a workable lien enforcement scheme.  There are many Noteholder victims who were fraudulently 

induced to lend against (i) properties that Woodbridge did not yet own, and in fact never acquired, and 

(ii) underlying mortgages that Woodbridge did not yet have, and in fact never received.  If asserted lien rights 

were strictly enforced, then such Noteholder victims (who may not even know who they are) would be 

catastrophically impacted by receiving little or no recovery simply because they happened to have notes for 

which no collateral even arguably exists.  One of the core principles of the settlement embodied in the Plan is 

that Noteholder victims should not be treated differently based on the happenstance of which property they 

thought they were lending against.  Rather, Noteholders will be treated fairly and equally, all sharing in a very 

meaningful amount of Woodbridge’s total distributable assets. 

 Another major element of the settlement in the Plan is the allocation of Woodbridge’s distributable asset 

value between Noteholder victims and Unitholder victims.  The projections prepared by the Debtors and 

detailed in the Disclosure Statement estimate up to $579 million in total value distributable to creditors from the 

sales of Woodbridge real property (with some properties being developed further prior to sale).  By our 

calculations, depending how large other allowed unsecured claims ultimately are, Class 3 Noteholders as a 

group are expected to receive between about $457 to $480 million of that total distributable value from 

Woodbridge’s assets, while Unitholders are expected to receive between about $85 to $90 million of that total 

distributable value.  While the biggest driver of this difference is the relative amount of Noteholder investments 

(approximately $750 million) versus Unitholder investments (approximately $200 million), the settlement 

embodied in the Plan has two components that favorably allocate distributable value to Noteholders.  The first is 

the 27.5% discount of Unitholder net claims to Noteholder net claims.  The second is the netting of prepetition 

interest payments from the allowed amount of Noteholder and Unitholder claims, which on the whole affects 

the Unitholder claims more than it affects the Noteholder claims (because the unit investments had a higher 

interest).  These components of the settlement result in an increase in Noteholders’ overall share of distributable 

value, to the point where Noteholder victims are by far the predominant recipients of distributable value.  As set 

forth in the Disclosure Statement, Noteholder recoveries are projected to be between 60-70% while Unitholder 

recoveries are projected to be between 40-50%—a result that, as noted above, fairly and fully accounts for the 

secured-status arguments and debt-versus-equity arguments, when taking into account the potential 

ramifications of the Woodbridge fraud. 
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 The Unsecured Creditors’ Committee, in consultation with the Noteholder Group and the Unitholder 

Group, has prepared a “Questions and Answers” document which is also included in the Plan and Disclosure 

Statement package.  If you have any other questions, please call [________] or email us at [_______].  The 

Noteholder Group believes that the Plan will provide Noteholders with the best financial recovery possible 

under the circumstances.  Importantly, if creditors do not vote in favor of the Plan, then Noteholders and other 

creditors will likely be subject to significant delay and substantial litigation costs, as there is no current 

alternative to the Plan and the global settlement upon which the Plan is based.  The Noteholder Group urges all 

Noteholders to take action to support the Plan by taking the following actions: 

(1) Vote by checking the box to ACCEPT the Plan on all Ballots you receive (if you hold “unit” 

investments you should receive a Class 5 Ballot in addition to your Class 3 Ballot and/or Class 6 

Ballot); 

(2) Do not check the box disputing your Net Note Claim or Net Unit Claim amounts (which election is 

on the Class 3 Ballot and the Class 5 Ballot); 

(3) If applicable, check the box to OPT IN to reclassify your Class 6 Claim to a Class 3 Claim (which 

election is only on the Class 6 Ballot); 

(4) Consider checking the box and agreeing to assign your Contributed Claims to the Liquidation Trust, 

which would provide you a 5% increase in your net allowed Claim (which election is on the Class 3 

Ballot, the Class 5 Ballot, and the Class 6 Ballot); and  

(5) Return your completed Ballot(s) no later than the __________, 2018 voting deadline. 

 

Very truly yours, 

 

 

___________________________________ 

By:   Marc Fruchter, Co-Chair of the 

Noteholder Group 

 

  

 

___________________________________ 

By:   Jay Beynon, Co-Chair of the 

Noteholder Group 
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Membership of the Ad Hoc Noteholder Group 

1. Dr. Michael Weiner –Boca Raton, Florida.  Dr. Weiner holds $4,150,760 in notes.  

Dr. Weiner did not act as a broker or financial advisor with respect to Woodbridge investment 

products, and does not have any “unit” holdings. 

2. Jane Breyer – Delray Beach, Florida.  Ms. Breyer holds $50,000 in notes 

personally, and $500,000 as attorney-in-fact for her mother, Lorraine Schocket, as well as 

$2,600,000 in notes indirectly as beneficiary of the Harry Breyer Revocable Living Trust.  Ms. 

Breyer and Mr. Breyer did not act as a broker or financial advisor with respect to Woodbridge 

investment products, and they do not have any “unit” holdings. 

3. Richard Carli – Clayton, North Carolina.  Mr. Carli holds $430,000 in notes 

personally (Traditional IRA), $575,000 in notes jointly with Lois M. Carli, and $70,000 in notes 

as attorney-in-fact for Lois M. Carli (Roth IRA).  Mr. Carli did not act as a broker or financial 

advisor with respect to Woodbridge investment products, and does not have any “unit” holdings. 

4. Jay Beynon –El Segundo, California.  Mr. Beynon holds $500,000 in notes as 

trustee of the Jay Beynon Family Trust.  Mr. Beynon did not act as a broker or financial advisor 

with respect to Woodbridge investment products, and does not have any “unit” holdings. 

5. Kathleen Washko – Littleton, Colorado.  Ms. Washko holds a total of $460,041 in 

notes ($286,041 individually, $130,000 jointly with Brian Washko, and $44,000 jointly with 

Stephanie Washko).  Ms. Washko did not act as a broker or financial advisor with respect to 

Woodbridge investment products, and does not have any “unit” holdings. 

6. Ali Heidari Saeid – Ladera Ranch, California.  Mr. Heidari holds $150,000 in 

notes.  Mr. Heidari did not act as a broker or financial advisor with respect to Woodbridge 

investment products, and does not have any “unit” holdings. 

7. Marc Fruchter  – Greenville, South Carolina.  Mr. Fruchter holds $150,000 in 

notes.  Mr. Fruchter did not act as a broker or financial advisor with respect to Woodbridge 

investment products, and does not have any “unit” holdings. 

8. David Ellingson – Ventura, California.  Mr. Ellingson holds $100,000 in notes.  

Mr. Ellingson did not act as a broker or financial advisor with respect to Woodbridge investment 

products, and does not have any “unit” holdings. 

 9. Richard Doss – Rancho Santa Margarita, California.  Mr. Doss holds $60,000 in 

notes.  Mr. Doss did not act as a broker or financial advisor with respect to Woodbridge 

investment products, and does not have any “unit” holdings. 
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