Docket #1110 Date Filed: 10/15/2012

UNITED STATES BANKRUPTCY COURT
NORTHERN DISTRICT OF OHIO

EASTERN DIVISION
In re: ) Case No. 10-50494
)
FAIR FINANCE COMPANY ) Chapter 7
)
Debtor. ) Judge Marilyn Shea-Stonum
)

STATUS REPORT FOR OCTOBER 16, 2012 STATUS CONFERENCE

Brian A. Bash, Trustee herein, submits the following summary of the status of the
Trustee’s administration of the estate:

Durham, Cochran and Snow Sentencing Date: November 30, 2012

The Trustee and his professionals continue their work of recovering funds for the victims
of the massive fraudulent scheme perpetuated by Timothy Durham, James Cochran and Ricky
Snow. On June 20, 2012, a jury in a federal court in Indiana found Timothy Durham guilty on
ten (10) counts of wire fraud, one (1) count of securities fraud, and one (1) count of conspiracy to
commit wire fraud and securities fraud. The same jury found James Cochran guilty on six (6)
counts of wire fraud, one (1) count of securities fraud, and one (1) count of conspiracy to commit
wire fraud and securities fraud. In addition, the jury found Ricky Snow guilty on three (3)
counts of wire fraud, one (1) count of securities fraud, and one (1) count of conspiracy to commit
wire fraud and securities fraud. Judge Magnus-Stinson of the United States District Court for
the Southern District of Indiana has set November 30, 2012, as the sentencing date for Durham,
Cochran, and Snow. Durham and Cochran have been incarcerated pending their sentencing, and

Snow is in home detention.

! The Trustee and his professionals have addressed and resolved many of the administrative issues in this matter.

This list is not exhaustive, but focuses on the issues most significant to asset recovery.
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Recent Recoveries For the Estate

Since the last status conference on September 18, 2012, the Trustee has recovered
$114,251.02 for the estate constituting payments on fraudulent transfer settlements and accounts
receivable collections, including $94,850.50 from Duvera Billing Services, and the Trustee has
filed or will be filing motions to compromise in connection with those settlements. As of
October 15, 2012, the balance in the money market account maintained by the Trustee for the
benefit of the Debtor’s estate is $5,055,958.75.

Status of the Litigation

The “Group A” Cases: Since the last monthly status report, the Trustee has reached an
agreement to settle the Trustee’s claims against Somerset CPAs, P.C., subject to this Court’s
approval of the compromise. The Trustee and Somerset are in the process of documenting the
settlement, and a motion to compromise will be filed in the near future.

The Somerset settlement reduces the number of active and pending Group A cases to the
following six matters:

1.  The Textron / Fortress litigation (more than $1 billion in claims);
2. The Donald Fair litigation (approximately $150 million in claims);
3. The Osler and Geist Sports litigation (approximately $1.2 million in claims);

4.  Litigation against the former legal advisor for Fair Finance, Ronald Kaffen
(approximately $180,000);

5. Litigation against John Head, a former officer of the Debtor (approximately $2.5
million in claims); and

6.  Litigation against Ricky Snow, a former officer of the Debtor (approximately $1.7
million in claims).

In these remaining Group A cases, the Trustee and the defendants continue to exchange
written discovery and schedule party and non-party fact witness depositions. In terms of pending
motions, the objections of Textron Financial Corporation and Fortress Credit Corp. to this
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Court’s August 1, 2012 report recommending the denial of their motions to dismiss are currently
pending before the District Court. In addition, Fortress’ motion to sever is pending before this
Court. A chart listing all of the Group A cases is attached as Exhibit A.

The “Group B” Cases: The one hundred and twenty (120) cases in the “Group B”
category of cases include claims based on non-debtor transfers, loans or preferential transfers for
which actions were filed after November 2011. These cases include the following:

1. Fraudulent Transfer or Contract Claims: This group of cases includes one
hundred and one (101) lawsuits. Of those lawsuits, approximately twenty-three
lawsuits (23) remain active and contested and two (2) cases have been stayed
because of bankruptcy filings by the defendants on those cases. The Trustee has
settled or otherwise resolved his claims in thirty-nine (39) lawsuits. In addition, a
number of defendants in these lawsuits have defaulted, including all of the
defendants in thirty-seven (37) lawsuits and some of the defendants in six (6)
lawsuits, and the Trustee has obtained default judgments in most of these cases.
The Trustee intends to enforce these judgments to the extent the Trustee believes
that enforcement could result in recovery of money or assets for the estate.
Alternatively, the Trustee is investigating the sale of these judgments through an
auction or other sale method. The Trustee is currently evaluating the most cost-
effective methods of collecting on these judgments.

2. Section 547 Claims Against Investors: The Trustee filed twelve (12) preference
complaints against investors. All of these complaints have been settled or
otherwise resolved.

3. Section 547 Claims Against Non-Investors: The Trustee filed seven (7)
complaints against non-investors receiving preferential payments from the
Debtor. The Trustee has settled six (6) of those seven lawsuits, and one (1)
lawsuit remains in which the Trustee is seeking over $66,000.00, the matter of
Bash v. Balint and Associates, Inc. and Raymond Balint. On September 28, 2012,
the Court entered judgment in favor of the Trustee and against Raymond Balint in
the amount of $33,000.00 for preferential transfers, and against Balint and
Associates, Inc. in the amount of $1,738.04 for post-petition transfers. The Court
has set a trial date of November 9, 2012, on the remaining claims and defenses in
the matter.

The chart attached as Exhibit A includes a list of all of the Group B cases, including
those cases that have been settled or otherwise resolved by the Trustee with information on the
corresponding settlement amount or resolution. To date, the settlements include a total of

$775,787.24 in payments to the estate plus claim waivers totaling $249,393.98.  The chart also
3
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includes a list of those cases in which the Trustee has obtained default judgments. As detailed in
the chart, to date those default judgments total of $44,046,252.24.

Other Litigation: The Trustee is pursuing recovery for the estate in several other lawsuits
involving certain state-law claims, including loan claims and claims against certain insiders of
the Debtor. This group of cases includes the only lawsuit filed by the Trustee outside of this
district (the National Lampoon litigation filed in district court in California). These cases
include the following:

1. The Laikin litigation (approximately $25 million). The parties to this litigation attended
mediation in an effort to settle the Trustee’s claims, and those efforts were not successful.
The Court recently granted the Trustee’s motion to reopen discovery in the litigation, and the
Trustee expects the matter to proceed to trial.

2. The National Lampoon litigation (approximately $9 million). The judge in the district
court in California where this case is pending has set a discovery schedule and a current trial
date of March 5, 2013. The parties have exchanged written discovery, and the Trustee
continues to pursue the discovery necessary to support his claims.

3. The McKibben litigation against insiders of the Debtor and entities they controlled. This
Court recently heard oral arguments on whether some defendants are subject to summary
judgment in favor of the Trustee.

Forthcoming Litication

a) Subsequent Transfer Claims: The Trustee expects that some of the defendants in the
loan and fraudulent transfer litigation may not have the financial ability to pay the amounts
sought by the Trustee. If the Trusteé’s claims are Successful, the Trustee will consider pursuing
subsequent transferee claims against transferees of those defendants.

b) Additional Litigation: The Trustee continues to evaluate additional potential claims that
may be pursued for the benefit of the estate, including loan and fraudulent transfer claims for

which the statute of limitations will not be expiring until the later part of 2013.

10-50494-mss Doc 1110 FILED 10/15/12 ENTERED 10/15/12 13:55:07 Page 4 of 19



Trustee’s Focus in the Upcoming Weeks

Continuing Litigation: The Trustee’s counsel will continue to focus efforts on the
litigation of those claims that have been filed by the Trustee to date.

Date: October 15, 2012

Respectfully submitted,

/s/ Brian A. Bash

Brian A. Bash, Trustee (0000134)
Kelly S. Burgan (0073649)

Baker & Hostetler LLP

PNC Center

1900 East 9™ Street, Suite 3200
Cleveland, OH 44114-3482
Telephone: 216.621.0200
Facsimile: 216.696.0740

Email: bashtrustee @bakerlaw.com
Email: kburgan@bakerlaw.com

Counsel for the Trustee
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CERTIFICATE OF SERVICE

A copy of the foregoing has been served via ECF or regular, U.S. Mail, on October 15,

2012, on the attached service list.

/s/ Brian A. Bash
Brian A. Bash

10-50494-mss Doc 1110 FILED 10/15/12 ENTERED 10/15/12 13:55:07 Page 16 of 19



SERVICE LIST
Electronic Mail Notice List
The following is the list of parties who are currently on the list to receive e-mail notice/service for this case.
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James M. Dickerson jdickerson@bgdlegal.com, bmartin@bgdlegal.com;mthompson@bgdlegal.com
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J Douglas Drushal  ddrushal@ccj.com

Charles R. Dyas charles.dyas@btlaw.com

Joseph Esmont  jesmont@bakerlaw.com, joe.esmont@gmail.com;fairfinancedocket@bakerlaw.com

Gregory R Farkas  gfarkas@frantzward.com, dlbeatrice@frantzward.com

Adam Lee Fletcher afletcher@bakerlaw.com

Dov Frankel dfrankel@taftlaw.com, dwhite@taftlaw.com;docket@taftlaw.com

Leon Friedberg  Ifriedberg@cpmlaw.com, knocera@cpmlaw.com;squinn@cpmlaw.com
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Joseph F. Hutchinson  jhutchinson@bakerlaw.com,
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Grant A Mason  gamason@millermast.com

Matthew H Matheney  mmatheney@tddlaw.com, showard@tddlaw.com

Shorain L. McGhee  shorain.mcghee@sbcglobal.net

Warner Mendenhall ~ warnermendenhall@hotmail.com, beyecfnotify@rushpost.com

Tarek E. Mercho  tmercho@mercholegal.com

David P. Meyer  dmeyer@dmlaws.com, docket@dmlaws.com

David Polan Meyer  dmeyer@dmlaws.com

Michael J Moran  moranecf@yahoo.com, moranecf@gmail.com

David A Mucklow  davidamucklow@yahoo.com

Steven J. Mulligan  stevenmulligan@cox.net

Maritza S. Nelson  mnelson@bakerlaw.com

Josephine S. Noble  josephine.noble@ogletreedeakins.com, jennifer.mcguigan@ogletreedeakins.com
Alexis Courtney Osburn  aosburn@bakerlaw.com, fairfinancedocket@bakerlaw.com

F. Anthony Paganelli  tpaganelli@taftlaw.com

Mark A Phillips  mphillips@beneschlaw.com,
docket@beneschlaw.com;lIbehra@beneschlaw.com;cgreen@beneschlaw.com

Kenneth G. Prabucki  kprabucki@bakerlaw.com

Clinton E. Preslan  ndohbky@jbandr.com

David F. Proano  dproano@bakerlaw.com, fairfinancedocket@bakerlaw.com

Stephen J Pruneski  spruneski@rlbllp.com

Timothy J Richards  trichards@frantzward.com, dlbeatrice@frantzward.com

Mark Riemer  mriemer@goldman-rosen.com, andreag@goldman-rosen.com

Tim Robinson  tim.robinson@dinsmore.com, lisa.geeding@dinsmore.com

James E Rossow  jim@rubin-levin.net, susan@rubin-levin.net

Matthew J. Samsa  msamsa@mcdonaldhopkins.com, docket@beneschlaw.com;cgreen@beneschlaw.com
Rafael A Sanchez rsanchez@bgdlegal.com, Icase@bgdlegal.com

Richard V. Singleton  rsingleton@blankrome.com, kreda@blankrome.com;jhanner@blankrome.com
Dale S Smith  dsmith@frantzward.com, dlbeatrice@frantzward.com

Michael A. Steel masteel@goldman-rosen.com, andreag@goldman-rosen.com;bstewart@goldman-
rosen.com

Rachel L. Steinlage  rsteinlage@meyersroman.com, jray@meyersroman.com

Ray H Stoess  raystoess@600westmain.com

Megan D. Stricker mnovinc@davisyoung.com, gcampbell@davisyoung.com

Timothy M. Sullivan  tim@tmslaw.net, alison@tmslaw.net;elaine@tmslaw.net;martin@tmslaw.net
Jonathan D. Sundheimer  jsundheimer@btlaw.com

Gregory D Swope  gswope@kwgd.com, mhelmick@kwgd.com

David J. Theising  dtheising@harrisonmoberly.com

Ronald N Towne rtowne@neolaw.biz, awehener@neolaw.biz

Vance P Truman medinaatty@yahoo.com, medinaatty@gmail.com

United States Trustee  (Registered address)@usdoj.gov

Michael S Tucker mtucker@ulmer.com

Nancy A Valentine  navalentine@hahnlaw.com, hipcr@hahnlaw.com;cmbeitel@hahnlaw.com
Michael A. VanNiel mvanniel@bakerlaw.com

Thomas C Wagner  wagnert@tcwlawyers.com, wagnert@vwlawyers.com

Wayne County Litigants  ddrushal@ccj.com

Nicholas L. White  nwhite@bakerlaw.com, fairfinancedocket@bakerlaw.com

Alicia Raina Whiting-Bozich  whiting-bozich@buckleyking.com, heberlein@buckleyking.com
Robert M Whittington  robertwhittington0@gmail.com

David E. Wright  dwright@kgrlaw.com, mem@kgrlaw.com

Lenore Kleinman ust04  Lenore.Kleinman@usdoj.gov

Maria D. Giannirakis ust06  maria.d.giannirakis@usdoj.gov
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Manual Notice List

The following is the list of parties who are not on the list to receive e-mail notice/service for this case (who therefore
require manual noticing/service).

Emily S. Donahue Eric W. Sleeper

Jackson Walker L.L.P. Barton Barton & Plotkin LLP
901 Main Street, Suite 6000 420 Lexington Avenue
Dallas, TX 75202 New York, NY 10170
Christine A. Arnold Gary Sallee

6005 Twin Lakes Drive 11650 Olio Road, Suite 1000-333
Parma, OH 44219 Fishers, IN 46037

Charles R. Dyas, Jr. Robert Hanlon

Barnes & Thornburg LLP Eileen Hanlon

Fifth Third Center P.O. Box 42

21 East State Street, Suite 1850 State Route 43

Columbus, OH 43215 Mogadore, OH 44260

Leon Friedberg John McCauley, Esq.

Dennis J. Concilla J. Richard Kiefer, Esq.

Carl A. Aveni Bingham McHale LLP

H. Ritchey Hollenbaugh 2700 Market Tower

Carlile Patchen & Murphy LLP 10 West Market Street

366 Broad Street Indianapolis, IN 46204
Columbus, OH 43215

Robert Boote Tobey Daluz

Ballard Shahr LLP Ballard Spahr LLP

919 North Market Street, 12th Floor 919 North Market Street, 12th Floor
Wilmington, DE 19801-3034 Wilmington, DE 19801-3034
Leslie C Heilman Jay Jaffe

Ballard Spahr LLP Faegre Baker Daniels LLP
919 North Market Street, 12th Floor 600 E. 96" Street, Suite 600
Wilmington, DE 19801-3034 Indianapolis, IN 46240
Lenore Kleinman Michael V. Demczyk

Office of the United States Trustee 12370 Cleveland Avenue, NW
Howard M. Metzenbaum U.S. Courthouse P.O. Box 867

201 Superior Avenue East, Suite 441 Uniontown, OH 44685
Cleveland, Ohio 44114

Lothar Jung Charles Boerner

12962 W. Linden Avenue 1848 Ritchie Road

Parma, OH 44130-5817 Stow, OH 44224

Mary I. Mace John J. Kuster

3001 Bickleigh Avenue Benjamin R. Nagin

Akron, OH 44312-5921 Sidley Austin LLP

787 Seventh Avenue
New York, NY 10019
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