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UNITED STATES DISTRICT COURT
SOUTHERN DISTRICT OF CALIFORNIA

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,

V.

LOUIS V. SCHOOLER and FIRST
FINANCIAL PLANNING
CORPORATION d/b/a WESTERN
FINANCIAL PLANNING
CORPORATION,

Defendants.
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Allen Matkins Leck Gamble Mallory & Natsis LLP ("Allen Matkins"),
counsel for Thomas C. Hebrank ("Receiver"), Court-appointed receiver for First
Financial Planning Corporation d/b/a Western Financial Planning Corporation
("Western"), and its subsidiaries, including the General Partnerships ("GPs") set up
by Western (collectively, "Receivership Entities"), hereby submits this tenth interim
application for payment of professional fees and reimbursement of costs for the time
period October 1, 2014 through December 31, 2014 ("Tenth Application Period").
Allen Matkins incurred $108,140.85 in fees and $4,459.49 in costs during the three-
month period and seeks interim approval and payment of 80% of fees incurred, or
$86,512.68, and 100% of costs incurred. As it has throughout the case, Allen
Matkins has discounted its customary hourly rates by 10 percent.

L. FEE APPLICATION

During the Tenth Application Period, Allen Matkins provided a total of
238.6 hours of service for a total of $108,140.85 in fees. Allen Matkins requests
payment on an interim basis of 80 percent of this amount, or $86,512.68. The firm
has provided its services in the following categories, as discussed in further detail

below and as set forth task-by-task in Exhibit A:

Category Hours Total

General Receivership 67.40 $31,977.90
Reporting 77.70 36,235.35
Operations and Asset Sales 58.30 25,128.45
Claims and Distributions 0.80 370.80
Third Party Recoveries 32.90 13,733.10
Employment/Fees 1.50 695.25
Total Fees 238.60 $108,140.85

12¢v02164
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II. TASKS PERFORMED DURING TENTH APPLICATION PERIOD
During the Tenth Application Period, Allen Matkins worked diligently to
assist the Receiver with legal issues affecting the receivership. As reflected in the
bills attached as Exhibit A, the legal work performed by Allen Matkins' attorneys
and staff did not overlap with or duplicate the Receiver's work. The following is a
discussion of Allen Matkins' work, broken down by the categories listed above.

A. General Receivership

This category includes Allen Matkins' time reviewing relevant orders,
pleadings, and documents and advising the Receiver on legal issues, Court orders
affecting the receivership, and the Receiver's duties under the Court's orders. The
scope of the receivership has been challenged repeatedly by Defendant Louis
Schooler, resulting in substantial time spent addressing those challenges and
providing reports requested by the Court.

During the Tenth Application Period, the Court held lengthy hearings on
October 10 and October 15, 2014, to address issues relating to the GPs and the
receivership. Allen Matkins assisted the Receiver in reviewing pleadings and
investor correspondence related to the issues and preparing for the hearings.
Attorney Ted Fates attended both hearings along with the Receiver.

Substantial time during the Tenth Application Period was also spent
responding to Schooler's discovery requests. Schooler demanded documents from
the Receiver, noticed and took the Receiver's deposition (two separate sessions of
testimony), demanded documents from the Receiver's counsel, and demanded access
to all approximately 760 boxes of records stored by Western at Iron Mountain.
Schooler also refused to pay the costs to retrieve the boxes stored at Iron Mountain,
requiring a joint motion to address the issue. Dkt. No. 856. The joint motion was
resolved by Court order requiring Schooler to pay the retrieval costs. Dkt. No. 857.

Allen Matkins advised the Receiver regarding production of documents

pursuant to Defendants' subpoena, reviewed the three boxes of documents for scope

827924.01/SD
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and attorney-client privilege and coordinated production of the documents. The
firm conferred with and helped the Receiver prepare for his deposition and
represented the Receiver at both sessions of the deposition, which were held on
December 10 and December 18, 2014. Allen Matkins also coordinated with
Schooler's counsel and the Commission's counsel regarding the retrieval, transmittal,
and return of batches of boxes stored at Iron Mountain.

Allen Matkins also reviewed Schooler's motion to remove the Receiver and
disqualify Allen Matkins, advised the Receiver regarding the legal issues raised, and
began preparing the Receiver's opposition (this work carried over into the next
application period as the motion was filed on December 22, 2014). Finally, Allen
Matkins reviewed and advised the Receiver regarding (a) various motions, briefs,
orders, and status reports filed in the pending appeals initiated by Defendants, and
(b) various orders entered in this case, including orders denying Gregory Post's
motion to intervene (Dkt. No. 809), Schooler's motion regarding the receivership
website and investor balloting (Dkt. No. 823), and Schooler's motion to certify issue
for appeal (Dkt. No. 840). The reasonable and necessary fees work in this category
total $31,977.90.

B. Reporting

This category includes Allen Matkins' time assisting the Receiver in
researching legal issues, compiling and analyzing financial data, and drafting his
Report and Recommendations Regarding General Partnerships and accompanying
exhibits ("GP Report"), which was filed on November 21, 2014. Dkt. No. 852. The
GP Report was prepared and filed at the Court's instruction pursuant to its
October 17, 2014 Order re Investor Hearing. Dkt. No. 808. The October 17, 2014
Order directed the Receiver to provide an updated report with detailed financial
information for all 86 GPs, including information about their finances, property
interests, mortgages on their properties, property taxes, insurance premiums,

administrative fees, operational bills, debts owed to Western, and other factors
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affecting their overall financial health. Id. The October 17, 2014 Order also
directed the Receiver to make recommendations regarding which GPs should be
released from the receivership, on what conditions they should be released, the
Court's authority to order such conditions, and which GPs should not be released
from the receivership. Id.

The Receiver had to request an extension of the original October 31, 2014
deadline to provide the GP Report due to the scope of information requested in the
October 17, 2014 Order, the Partnership Administrators inability to provide certain
requested information, and the death of the Receiver's father, which required the
Receiver to travel to St. Louis on two occasions. The Receiver's counsel
communicated with the parties regarding the request, but could not agree with
Schooler's counsel on the language for a joint motion, and therefore filed an ex parte
application. Dkt. No. 829. The ex parte application was granted and the new
deadline for the GP Report was set for November 21, 2014. Dkt. No. 831.

Preparing the GP Report required compiling and analyzing financial data for
each GP, creating cash flow projections for each GP, and preparing detailed exhibits
categorizing GPs and explaining the Receiver's rationale for his categorizations.
Allen Matkins spent considerable time researching legal issues and drafting the
29-page GP Report. The firm also assisted the Receiver in formulating GP
categories, reviewing and revising the approximately 22 pages of detailed financial
exhibits, and formulating the Receiver's recommendations for releasing certain GPs,
orderly sale procedures, and transitioning the GPs from the Partnership
Administrators to Lincoln Property Company. Per the October 17, 2014 Order,
Allen Matkins also gathered information regarding the mineral rights for the
Dayton III property from counsel in Nevada who handled the Nevada condemnation
case and provided a summary of such information in the GP Report. Finally, Allen
Matkins assisted in preparing the notice of the GP Report that was emailed to all
investors per the October 17, 2014 Order. All of this work, which normally would

12¢v02164
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have taken approximately 4-6 weeks, was compressed into approximately 10 days
due to the Receiver's travel to St. Louis, the time required to compile necessary
financial data, and the November 21, 2014 deadline to file the GP Report.

Finally, Allen Matkins assisted in reviewing and responding to
correspondence and Court filings from investors in response to the GP Report. The
reasonable and necessary fees for work in this category total $36,235.35.

C. Operations and Asset Sales

The majority of time in this category focused on the Receiver's repeated
attempts to gain access to the Western server located at the office space shared by
Schooler and the Partnership Administrators. After numerous communications with
Schooler's counsel attempting to obtain Schooler's compliance with the Court's
Preliminary Injunction Order, Allen Matkins prepared a motion to hold Schooler in
contempt for violating the Preliminary Injunction Order and for sanctions, including
supporting declarations from the Receiver and attorney Ted Fates. Dkt. No. 833.
Allen Matkins also prepared an ex parte application for order shortening time on the
motion, which was granted. Dkt. Nos. 837, 841. The firm then reviewed Schooler's
opposition to the motion, advised the Receiver regarding the same, and prepared a
reply, including supplemental declarations from the Receiver and Mr. Fates. Dkt.
No. 847. The motion was granted in terms of holding Schooler in contempt for
violating the Preliminary Injunction Order and directing him to turn the server over
to the Receiver, but denied as to sanctions. Dkt. No. 851.

Additionally, Allen Matkins assisted the Receiver in addressing an unsolicited
offer to purchase the Silver State Partners property. The firm notified the Court of
the offer (as directed by the October 17, 2014 Order), prepared a recommendation
for addressing the offer along with an ex parte application to file the
recommendation under seal, and gave notice of the ex parte application and the
recommendation to the parties. Dkt. Nos. 825, 826. The recommendation was

adopted by the Court, ballots were circulated to the Silver State investors, votes
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were tallied, and a report and further recommendation was filed with the Court.
Dkt. Nos. 839, 855. The Receiver's further recommendation was adopted by the
Court and the prospective purchaser was advised the offer had been declined. Dkt.
No. 859.

Allen Matkins also assisted the Receiver with legal issues relating to letters
and operational bills issued to investors and problems concerning the Partnership
Administrators' performance of their duties. The reasonable and necessary fees for
Allen Matkins' work in this category total $25,128.45.

D. Claims and Distributions

This category includes time assisting the Receiver in communications with
investors, creditors, and their counsel, both directly and via the receivership website,
regarding the receivership, claims, distributions, and related issues. The reasonable
and necessary fees for this work total $370.80.

E. Third Party Recoveries

Allen Matkins' work in this category focused on the three pending collection
actions against the LinMar Borrowers, which were commenced on September 13,
2013, pursuant to the Court's August 16, 2013 Order. During the Tenth Application
Period, Allen Matkins assisted the Receiver in analyzing legal issues regarding
efforts by LinMar III to sell its property before a final judgment was entered. Allen
Matkins assisted in preparing an ex parte application for a writ of attachment and
associated papers. Ultimately, LinMar III agreed to a freeze of the property pending
entry of final judgment and a joint motion for approval of a stipulated freeze was
prepared and filed. The joint motion was granted on November 13, 2014.

On December 4, 2015, the Court entered orders in the LinMar cases awarding
the Receiver certain attorney fees. With the summary judgment motions and
attorney fee motions resolved, Allen Matkins prepared joint motions for entry of
final judgments and dismissal of the remaining causes of action. The firm conferred

with counsel for the LinMar Defendants regarding the joint motions, revised them as
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necessary, and filed them with the Court. The joint motions were granted and final
judgments in the cases were entered on January 9, 2015. The reasonable and
necessary fees for work in this category total $13,733.10.

F. Employment/Fees

Although fee applications are a necessary component of federal equity
receiverships, neither the Receiver nor his professionals bill time for preparing their
own detailed applications. Allen Matkins assisted the Receiver in preparing his
Eighth Interim Fee Application as well as the Third Interim Fee Application of
Dufty Kruspodin & Company LLP, Tax Accountants. Dkt. Nos. 818, 820. The
reasonable and necessary fees for this work total $695.25.

G. Summary of Costs Requested

Allen Matkins requests the Court approve reimbursement of $4,459.49 for
out-of-pocket costs incurred in executing the foregoing tasks, as itemized in
Exhibit A. Pursuant to the Court's Order Granting in Part First Fee Applications,
Allen Matkins has reduced its request for reimbursement of copy costs to five cents
per page and written off any excess copy charges incurred.

III. ALLEN MATKINS' FEES ARE REASONABLE
AND SHOULD BE APPROVED

In its Order Granting in Part First Interim Fee Applications ("First Fee
Order"), the Court analyzed the case law regarding approval of interim fee
applications in regulatory receiverships and determined the following factors should
be considered: (1) the complexity of the receiver's tasks; (2) the fair value of the
time, labor, and skill measured by conservative business standards; (3) the quality of
work performed, including the results obtained and the benefit to the receivership
estate; (4) the burden the receivership estate may safely be able to bear; and (5) the

Commission's opposition or acquiescence. Dkt. No. 169, p. 7.

12¢v02164

827924.01/SD




O© 0 3 & »n K~ W N =

[\ TR NG TR NG T NG N N T N T N T N T S g e e S S S S =Y
N N O B WD = O O 0NN R WD = O

28

LAW OFFICES

Allen Matkins Leck Gamble
Mallory & Natsis LLP

Case 3:12-cv-02164-GPC-JMA Document 1092 Filed 06/23/15 Page 9 of 41

A. Complexity of Tasks

Here, the tasks performed by Allen Matkins are significantly complex and the
number of hours billed to complete them are reasonable. These tasks include
(a) analyzing corporate documents, loan agreements, and other contracts,
(b) advising the Receiver regarding federal equity receivership, debtor/creditor, real
property, contract, employment, insurance, tax, civil procedure, appellate procedure,
and other applicable areas of law, and (c) assisting the Receiver in selling assets,
collecting loans, protecting the Receivership Entities' interests in pending litigation,
and providing detailed reports to the Court and interested parties. In addition, Allen
Matkins wrote off and did not charge for 13.7 hours of time during the Tenth
Application Period.

B.  Fair Value of Time, Labor & Skill

The Court has previously determined the discounted hourly rates of the
Receiver and Allen Matkins represent the fair value of their time, labor, and skill.

C. Quality of Work Performed

Allen Matkins diligently and competently assisted the Receiver in all aspects
of the receivership, including preserving and protecting the assets of the
Receivership Entities, analyzing the Receivership Entities' assets and liabilities,
addressing Western's cash shortage, reducing Western's operating expenses as well
as administrative expenses of the receivership, selling assets and collecting loans,
protecting the Receivership Entities' interests in pending litigation and other legal
matters, preserving potential causes of action against third parties, and preparing
detailed reports to the Court and interested parties. These services have allowed the
Receiver to preserve and protect the value of the Receivership Entities' assets for the
benefit of investors and creditors.

D. Receivership Estate's Ability to Bear Burden of Fees

The Receiver proposes the approved fees and costs be paid from Western's

assets as cash is available. As directed by the Court, the Receiver continues efforts

12¢v02164
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to collect loans the GPs owe Western through billings sent to investors. The
Receiver also continues efforts to collect the LinMar loans through enforcement of
the judgments entered against the LinMar Defendants. Western's land parcels have
been listed for sale and at some point its equity interests in the GPs may be
liquidated. Approved fees and costs will likely have to be paid in increments over
time as funds are collected and cash is available. The fees and costs should
nevertheless be approved.

E. Commission's Opposition or Acquiescence

Prior to filing, the Receiver and Allen Matkins provided these fee applications
to counsel for the Commission in substantially final form. Counsel for the
Commission has advised the Commission has no opposition to the fees and costs
requested.

Accordingly, the five factors identified by the Court for considering interim
fee applications all support interim approval and payment of the requested fees and
costs.

IV. CONCLUSION
WHEREFORE, the Receiver and Allen Matkins respectfully request entry of

an order:

1. Approving payment of fees to Allen Matkins on an interim basis of
$86,512.68;

2. Approving reimbursement of expenses to Allen Matkins on an interim
basis of $4,459.49.

3. Authorizing and directing the Receiver to pay these amounts to Allen

Matkins from assets of the Receivership Entities; and

12¢v02164
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4. Granting such further and other relief as the Court deems just and

proper.

Dated: June 23,2015 ALLEN MATKINS LECK GAMBLE
MALLORY & NATSIS LLP

By: /s/ Ted Fates

TED FATES .
Attorneys for Receiver
THOMAS C. HEBRANK
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