
IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE DISTRICT OF DELAWARE 

 
 
In re: 
 
WOODBRIDGE GROUP OF COMPANIES, LLC, et 
al.,1  
 

Remaining Debtors. 
 

Chapter 11 
 
Case No. 17-12560 (BLS) 
 
(Jointly Administered) 
 
Hrg. Date: May 27, 2020 at 10:30 a.m. (ET) 
Ref. Docket No. 4410 
 

 
REPLY IN SUPPORT OF TWENTY-FIFTH (25TH) OMNIBUS (NON SUBSTANTIVE) 

OBJECTION TO CLAIMS PURSUANT TO SECTION 502 OF THE BANKRUPTCY 
CODE, BANKRUPTCY RULE 3007, AND LOCAL RULES 3007-1 AND 3007-2 

Woodbridge Liquidation Trust (the “Trust”), formed pursuant to the confirmed and 

effective First Amended Joint Chapter 11 Plan of Liquidation of Woodbridge Group of 

Companies, LLC and its Affiliated Debtors [D.I. 2397] (the “Plan”) in the jointly-administered 

chapter 11 bankruptcy cases (the “Chapter 11 Cases”) of Woodbridge Group of Companies, LLC 

and its affiliated debtors (the “Debtors”), hereby files this reply (i) to the response [Docket No. 

4419] (the “Response”) filed by Karen Anne Newman, as Trustee of the John Medeiros Trust 

(the “Claimant”) in respect of Claim Nos. 1098, 8867, 8868 & 8869 (the “Claims”) and (ii) in 

further support of the Trust’s 25th omnibus objection [Docket No. 4410] (the “Objection”).2  By 

the Response, Claimant requests that the Court “not grant this change in status (from secured to 

general unsecured).”  As set forth below, Claimant misapprehends the nature of, and what is at 

issue in, the Objection. 

                                                           

1  The Remaining Debtors and the last four digits of their respective federal tax identification numbers are as 
follows: Woodbridge Group of Companies, LLC (3603) and Woodbridge Mortgage Investment Fund 1, LLC 
(0172). The Remaining Debtors’ mailing address is 14140 Ventura Boulevard #302, Sherman Oaks, California 
91423.  

2  Capitalized terms used but not defined herein shall have the meaning set forth in the Objection. 
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I.  REPLY 

1. Claimant invested funds in Woodbridge as a noteholder and filed the Claims, 

designating them as secured claims, on account of those note investments.  That Claimant filed 

the Claims as secured is unsurprising to the Trust—noteholders, including Claimant, were told 

by the prepetition Debtors that they would hold claims secured by liens in specific parcels of 

valuable property, and were given paperwork purporting to evidence the same.  However, as 

both the Court and the public know well by now, the Debtors’ prepetition enterprise was actually 

operated as a Ponzi scheme, and no noteholder actually held validly perfected liens on account of 

their note claims. 

2. Although the foregoing is regrettable, it is not new ground.  The Debtors, in their 

disclosure statement [Docket No. 2398], explained why noteholders did not hold valid security 

interests to secure their note claims.  The Plan provides that “Standard Note Claims [which are 

what Claimant indisputably held] are not defined, classified, or treated as Secured Claims under 

the Plan as a result of the comprehensive settlement and compromise to be effected under the 

Plan.”  Moreover, in setting forth the treatment for Class 3 Standard Note Claims, the Plan 

provides that in full satisfaction of such Class 3 claims, holders would receive only interests in 

the Trust.  

3. In addition, the Plan provides that investors’ claims are to be netted, such that the 

amount of each claim is the net amount of the investor’s principal investment, less any 

prepetition distributions received by the investor.  See Plan §§ 1.89, 1.90, 3.4 & 3.6.  Thus, here, 

although Claimant invested $300,000 in the Debtors, because Claimant received $83,033.80 in 

prepetition distributions, the “net” amount of Claimant’s Claims is $216,966.20.  Once again, 

this is well-trodden ground.  In accordance with the Solicitation Procedures Order, the Claimant 
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was mailed a Ballot.  That Ballot set forth the amount of Claimant’s outstanding principal 

amount, total prepetition distributions, and net claims, as follows: 

 

4. The Ballot also explained in bold font that: “Unless you check the box in this 

Item 3 indicating that you disagree with the Debtors’ calculation, the Net Note Claim set 

forth in the Schedule of Principal Amounts and Prepetition Distributions will be the 

amount of your Net Note Claim for purposes of Distributions under the Plan.”  The Ballot 

provided the option for Claimant to check a box next to bold text stating that: “The undersigned 

Claimant DISPUTES the Net Note Claim amounts set forth in the Schedule of Principal 

Amounts and Prepetition Distributions.”   

5. A copy of Claimant’s completed and executed Ballot is attached hereto as Exhibit 

A.  Claimant did not check the box on its Ballot to dispute its Claims and opt out of the Debtors’ 

proposed calculation of the Claims.  Claimant also did not object to or otherwise oppose 

confirmation of the Plan, and in fact voted to accept the Plan.  Pursuant to the Solicitation 

Procedures Order and the confirmed Plan, the amount and classification of the Claims set forth 

on the Ballot (rather than the amounts and classification asserted in the proofs of claim) are 

therefore the amounts of the Claims for purposes of distributions in respect of the Claims under 

the Plan. 

6. Accordingly, with or without the relief sought by the Trust in the Objection, under 

the Plan, Claimant is entitled to receive—and, in fact, has been granted—the number of Class A 
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Liquidation Trust Interests corresponding to its $216,922.20 Net Note Claim.  That is precisely 

what Claimant—like the several thousand other holders of notes and units treated under the 

Plan—is entitled to receive.  The Objection is merely one in a series of non-substantive omnibus 

objections filed by the Trust in order to conform the amount and status of investor claims, as 

filed—i.e., as secured claims and without deducting prepetition distributions—to the amount and 

status of such claims as modified by the confirmed Plan—i.e., as unsecured claims and with 

deducting prepetition distributions.3     

7. Despite this, in the Response, Claimant requests that the Court “not grant this 

change in status (from secured to general unsecured).”4  But whether Claimant’s Claims are or 

are not secured, or whether prepetition distributions should or should not be deducted, are not at 

issue in the Objection (or anywhere else), as both the priority and amount of Claimant’s Claims 

(and as noted the treatment of such Claims) was resolved over 18 months ago.5  The Plan clearly 

provides that Claimant’s Claims are unsecured, and that they must be calculated by deducting 

prepetition distributions.  Claimant had the opportunity to dispute or otherwise object to this 

treatment of its Claims under the Plan, and elected not to do so. The Court confirmed the Plan, 

and the Plan was thereafter effectuated.  Nothing in the Objection puts any of the foregoing back 

at issue.  

                                                           

3  The Trust understands why claimants (including Claimant) filed their claims in that manner.  Indeed, nearly all 
claims were filed prior to the filing, let alone confirmation, of the Plan, and thus the claimants were not yet 
aware of how the Plan would treat investor claims.  However, in light of the confirmation and effectiveness of 
the Plan, the amounts and status of those claims are no longer consistent with the treatment afforded to such 
claims under the Plan, and the Trust therefore has filed the Objection to correct that discrepancy. 

4  It is unclear whether the Response only addresses the status of the Claim, or whether it addresses the amount as 
well.  

5  See Docket No. 2903 (confirmation order). 
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II.  CONCLUSION 

WHEREFORE, for the reasons set forth herein and in the Objection, the Trust 

respectfully requests that the Court enter the Proposed Order in the form attached to the 

Objection and grant such other and further relief as is just and proper. 

Dated: May 21, 2020 PACHULSKI STANG ZIEHL & JONES LLP 
 Wilmington, Delaware  
 /s/ Colin R. Robinson      
 Richard M. Pachulski (CA Bar No. 90073) 
 Andrew W. Caine (CA Bar No. 110345) 

Bradford J. Sandler (DE Bar No. 4142) 
 Colin R. Robinson (DE Bar No. 5524) 
 919 North Market Street, 17th Floor 
 P.O. Box 8705 
 Wilmington, DE 19899 (Courier 19801) 

Telephone: 302-652-4100 
Fax: 302-652-4400 
Email: rpachulski@pszjlaw.com 
            acaine@pszjlaw.com 
            bsandler@pszjlaw.com 
crobinson@pszjlaw.com  

  
-and- 
 

 KTBS LAW LLP (f/k/a Klee, Tuchin, Bogdanoff & 
Stern LLP) 
Kenneth N. Klee (pro hac vice) 
Michael L. Tuchin (pro hac vice) 
David A. Fidler (pro hac vice) 
Jonathan M. Weiss (pro hac vice) 
1999 Avenue of the Stars, 39th Floor 
Los Angeles, California 90067 

 Tel:  (310) 407-4000 
 Fax:  (310) 407-9090 
  
 Counsel to Woodbridge Liquidation Trust  
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EXHIBIT A 
 
 

Ballot 
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