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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION, Civil Action No. 19-cv-05957
Plaintiff,
V. Hon. John Z. Lee
NORTHRIDGE HOLDINGS, LTD., ET AL.,
Magistrate Judge Susan E. Cox
Defendants.

N N N N N N N N N N N

RECEIVER’S OMINBUS RESPONSE TO OBJECTIONS TO RECEIVER’S MOTION
FOR ORDER (1) FIXING CLAIMS BAR DATE (2) APPROVING CLAIMS
PROCEDURES AND CLAIMS FORMS; (3) APPROVING NOTICES; AND

(4) APPROVING THE POOLING OF RECEIVERSHIP ENTITIES’ASSETS FOR
DISTRIBUTION PURPOSES [DKT. 169]

N. Neville Reid, not individually, but solely as the Court-appointed receiver (the
“Receiver”) for the Estate of Defendant Northridge Holdings, Ltd. and its related entities and
affiliates named in that certain Order Appointing Receiver [Dkt. Nos. 22, 108] (collectively, the

“Receivership Entities” and the assets thereof the “Receivership Assets™), having filed his Motion

for Order (1) Fixing Claims Bar Date (2) Approving Claims Procedures and Claims Forms; (3)
Approving Notices; and (4) Approving the Pooling of Receivership Entities’ Assets for

Distribution Purposes [Dkt. 169] (the “Motion”), through counsel, hereby files this omnibus

response (the “Response”) to the (i) Objection of Cornelia Mueller filed in opposition to the
Motion [Dkt. 179] (the “CM Objection”) and (ii) letter to the Court written by Mr. Robert J.
Stefan, an investor (“Mr. Stefan”), expressing his objection to the Motion for the reasons stated

therein (the “Stefan Objection,” appended hereto as Exhibit A)*. In support of his Response, the

! Mr. Stefan did not file and serve a formal objection to the Motion in the conventional manner, but for

efficiency the Receiver will treat the Stefan Letter as an objection to the Motion.
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Receiver states as follows:

INTRODUCTION

1. In summary, the Motion sought to establish a bar date, claims procedures and
notices, a method to consider claims (on a cash-in/cash-out basis) and pooling of assets to
distribute to allowed claims (pursuant to a subsequent Court-approved distribution plan). The
Motion was designed to accelerate the priority objective of getting the net liquidation proceeds of
the Receiver’s sales of Receivership Assets to the victims as soon as practicable, with minimal
delay or complexity, thereby reducing their understandable fear and anxiety, especially as an
intervening pandemic has heightened these concerns. Only two objections were filed.

2. With respect to the CM Objection, Mrs. Mueller argues that the relief requested in
the Motion may disqualify the claim she files based solely on the fact of being married to Glenn
Mueller. That objection has been resolved by, in summary, making it clear in a revised proposed
order that Mrs. Mueller may file a claim and that such claim is subject to allowance/objection the
same as any other claim.?

3. With respect to the Stefan Objection, Mr. Stefan admits to the extensive
commingling underpinning the pooled approach to claim analysis and distributions proposed in
the Motion. Nevertheless, Mr. Stefan seeks to inject significant cost and delay into the
administration of this case by requiring the Receiver to undertake the herculean, impractical and
extremely costly task of “unscrambling the egg” — that is, attempting to identify when (if ever) the
Ponzi scheme herein might not have been a Ponzi scheme, and what percentage of the monies
historically received by investors (if any) did not come from other investors. As more fully set

forth below, this costly and time consuming effort is wholly unmerited under the circumstances

2 A revised Proposed Order (the “Approval Order”) is attached hereto as Exhibit B. A redline showing the

changes made to the Order to in part satisfy the CM Objection is attached hereto as Exhibit C.

2

4013445 v4 - 07183/ 001



Case: 1:19-cv-05957 Document #: 185 Filed: 09/22/20 Page 3 of 6 PagelD #:2590

and the Receiver has more than satisfied the legal requirements in setting forth facts that support
the relief requested in the Motion. Put simply, the victims should not be subjected to the delay
and costs that would necessarily ensue from granting the Stefan Objection and adopting an
alternative process that would not guarantee them (as a whole) any greater net return than would
result from the straightforward process proposed by the Motion. They deserve better than that
after what they have been through. The Stefan Objection remains pending despite extensive
dialogue by the Receiver and his team with Mr. Stefan.

4. The Stefan Objection should be overruled in its entirety and the Approval Order
entered so that the Receiver can promptly complete the administration of this estate for the benefit
of the victims.

DETAILED RESPONSES

A. Resolution of CM Obijection

5. Cornelia Mueller objected to the Motion insofar as the proposed proof of claim
process requires an investor to represent to the Receiver that none of the invested funds originated
from the Mueller family members (Motion, 161). Ms. Mueller requested an exception to that
representation for claims filed by the Mueller family, because those invested funds would have
originated from them.

6. Ms. Mueller has agreed to withdraw her objection in exchange for the insertion of

the following agreed language (the “Agreed Language”) in the relevant claims process

documents: “Notwithstanding anything else to the contrary, Glenn Mueller or any of Mr.
Mueller’s family or any entity owned or controlled by Mr. Mueller or any of Mr. Mueller’s family
may file a proof of claim without making the foregoing representations (a) and (b), and any such

claim(s) will be subject to objection as any other claim filed against the Receivership Estate.” See

4013445 v4 - 07183/ 001
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Exs. Band C at  23.

B. Response to Stefan Objection

7. As explained in the Motion and the attendant sworn declaration of AlixPartners
which extensively reviewed the books and records of the Receivership Entities, the Receivership
Entities extensively commingled their financial affairs during the history of their operations,
engaging in (inter alia) over 13,500 intercompany transactions in the nearly quarter century
period between 1995 and 2019. (Motion, 165-70; O’Connor Declaration, Ex. E to Motion, {{12-
30). Such extensive commingling is one of the cardinal factors relied on by courts to approve a
“cash in/cash out” approach to valuing investor claims, and allowing investors to participate in
proceeds of the estate on a pooled basis as proposed in the Motion, instead of requiring the
receiver to attempt to disaggregate the extensively commingled transactions. (See cases cited in
Motion, 1117, 68).

8. Mr. Stefan admits that extensive commingling occurred among the Receivership
Entities, but seeks a different process be employed.?> However, Mr. Stefan cites no case law, and
advances no practical arguments, in support of his view that the claims allowance process
proposed in the Motion (and hence the distributions that would ensue) should nonetheless be
delayed significantly in order to send AlixPartners on an expedition to discover when the
Receivership Entities’ operations may have first become a Ponzi scheme (if ever) since their
inception.  AlixPartners has reviewed the Stefan Objection and advised the Receiver that
attempting to pinpoint a theoretical “start date” to the Ponzi scheme, and isolating alleged non-

Ponzi scheme revenue (and investor distributions) from Ponzi scheme revenue (and investor

} Mr. Stefan’s Objection states, in pertinent part, as follows: “My experience as an investment banker also

allows me to fully appreciate the gravity of the forensic accountants’ assessment (relied on by the Receiver) that Mr.
Mueller’s “massive commingling of funds received from the various investors and from limited partners. | accept
the Receiver’s argument that, given the massive commingling, all the investors and limited partners investments
should be aggregated, given the facts that are available for review.” (Stefan Objection, pp.1-2).

4
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distributions) as Mr. Stefan proposes, would be extremely costly and time consuming, and rife

with uncertainty, for at least the following reasons:

a.

In general, the Receivership Entities were simply not administered separately,
but as a combined whole, consistent with a Ponzi scheme characterization;
The five investment Receivership Entities (Unity, Eastridge, Brookstone,
Southridge and Guardian) that received over $40 million from investor funds
were all losing money because they received no interest or income on funds
transferred to Northridge Holdings;

There were 70 general ledgers for the Receivership Entities, and of the 13,500
intercompany transactions recorded, none had corresponding legal documents
detailing the payment terms going on between the entities (making it further
difficult to accurately allocate profit and loss among the entities); and

The information needed to confidently categorize certificate investors
separately from limited partnership investors is sketchy and unreliable, at best
(thus, investment funds for a certificate investor could end up in a limited

partnership investment, and vice-versa).

5. There is no evidence that, at the end of such an additional and expensive

investigation, the investors as whole would be any better off, financially, than they would be if

the substantial costs of de-commingling the historical transactions of the Receivership Entities

were avoided and the Approval Order entered. The Receiver also notes that, under the claims

procedures outlined in the Motion, every investor, including Mr. Stefan, would have the right to

contest any initial determination made by the Receiver of their claim by filing a proof of claim.

Additionally, the Motion does not seek to impact any defenses that any potential defendant (e.g.,

4013445 v4 - 07183/ 001
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net-winner) might assert to any claim asserted by the Receiver (i.e., all of Mr. Stefan’s and all
other parties’ defenses are preserved).  Thus, the Motion does not seek to treat Mr. Stefan
differently or prejudicially compared to how other investors would be treated.

6. The Receiver’s team, particularly AlixPartners, has invested substantial time and
effort to enable the Receiver to prepare the calculation of claims and thereafter make distributions
to eager investors as soon as practicable. The Stefan Objection would in effect require a restart
of the case to square one in that regard, on the mere assumption, without proof or legal authority,
that non-Ponzi scheme cash flow can be easily and inexpensively identified and distinguished
from Ponzi-scheme cash flow. There is no compelling equitable or practical reason to go down
that road, and the Stefan Objection should accordingly be overruled and the Approval Order
entered.

WHEREFORE, the Receiver requests that the Stefan Objection be overruled and the
Motion granted, subject to the insertion of the Agreed Language resolving the CM Obijection.
Dated:
September 22, 2020
N. Neville Reid, Receiver

By:  /s/RyanT. Schultz

N. Neville Reid, Esq.

Ryan T. Schultz, Esq.

L. Brandon Liss, Esq.

Fox Swibel Levin & Carroll LLP
200 West Madison, Suite 3000
Chicago, IL 60606

Tel: 312.224.1200

Fax: 312.224.1201
nreid@foxswibel.com
rschultz@foxswibel.com
bliss@foxswibel.com
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Robert J. Stefan
6892 E. Rivers Edge Lane
Rogersville, MO 65742

August 19, 2020

Honorable Judge John Z. Lee (Courtroom 2125)
Everett McKinley Dirksen United States Courthouse
219 South Dearborn Street

Chicago, IL 60604

Case No.: 1:19-cv-05957
Your Honor:

I am writing this letter to you as the holder, along with my wife, of a Master Promissory Note
from Amberwood Holdings. | am also the Trustee for the William E. Archer and Dorothy N.
Archer Trusts which are the holders of Notes from Amberwood Holdings.

The purpose of this letter is to draw your attention to two very important factors that exist in
the situation of Northridge Holdings and its affiliated entities that have not, in my reading of
the Receiver’s Motion, filed 8/13/20, been addressed. These factors bear significantly upon
your decision to treat all investors and limited partners on a “net investment” basis.

Before | present these two factors, let me first state my background and qualifications to
comment on the matters that are before you. First, | was one of the earliest investors with
Glenn Mueller beginning in 1981. In many of these early investments | contributed (as a limited
partner) the majority (if not, the entirety) of the capital used to acquire and improve the
residential rental properties that were managed, improved, and subsequently sold by Mr.
Mueller. For almost twenty years, | monitored Mr. Mueller’s performance on every such
transaction. He consistently provided me with annualized rates of return in excess of 20%.
These returns were not returns from other investors, i.e., from a Ponzi-type scheme. The
returns came from the proceeds of the sale of the property to bona fide purchasers paying cash
at closing. | make these statements as a financial professional. During the 1980s and into the
1990s, | was a senior investment banker with Kidder, Peabody & Co. and a founding
shareholder of Vector Securities International, which specialized in the financing of early stage
biotechnology and medical device companies. | also earned a Masters in Management degree
from Northwestern University. | mention my professional background and education to assure
you that | have expertise in understanding financial statements, cash flows and the calculation
of investment returns.

My experience as an investment banker also allows me to fully appreciate the gravity of the
forensic accountants’ assessment (relied upon by the Receiver) that Mr. Mueller’s “massive
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commingling” of funds received from the various investors and from limited partners. | accept
the Receiver’s argument that, given the massive commingling, all the investors and limited
partners investments should be aggregated, given the facts that are available for review.

With all due respect, however, there are two factors that should be considered before you
grant a ruling which treats all investors and limited partners on a net investment basis. First,
there should be an analysis of the overall cash flows of Northridge and its affiliated entities to
determine the percentage of total cash flows which were derived from Ponzi-type activities
vérsus the total cash flow from normal rental opérations. Northridge is ot the typical Ponzi
scheme in that it appears Mr. Mueller did invest the majority of incoming funds into the various
properties which subsequently generated higher rents and cash flows. Yet, under the net
investment approach, all cash returns to any investor or limited partner would be treated as
coming from another investor through a Ponzi-type scheme. This might be true of a typical
Ponzi scheme, where the perpetrator absconds with investor money, but not in the case of
Northridge. In aggregate, it should be possible to determine what percentage of the aggregate
cash received by investors or limited partners in a given year came from Ponzi-type activity. To
fail to take into account the cash flows generated by operations would unduly penalize
investors and limited partners particularly over the long-term. Although they received cash,
they did not take money from subsequent investors to the extent that the rental properties
were also generating cash. It should be possible to determine for any year, in the aggregate,
that a certain percentage of the cash distributed to investors came from Ponzi-type activities.
This is opposed to the blanket assumption of 100%.

The second factor relates to the time period of Ponzi-type activities. The conclusion of the
forensic accountant that there was “massive commingling” of funds does not support the
argument that net investment treatment of investors and limited partners is justified for the
entirety of Northridge’s existence. A reconstruction of Northridge’s annual aggregate cash flows
should reveal if there was a specific point in time where Ponzi-type activities began. Cash
received by investors and limited partners after such a point in time would be adjusted by the
percentage of Ponzi-type activity discussed in the previous paragraph. Cash received by
investors and limited partners before such time would not be included in the net investment
calculations.

In summary, the Northridge case is not a typical Ponzi scheme in that there is, in the Receiver’s
assessment, substantial equity that resides in the assets of Northridge. These assets are also
cash generating which makes a blanket application of “net investment” treatment for all
investors and limited partners is not appropriate since its core assumption that all cash returns
came from other investors is not the case. | would request that the Receiver and the forensic
accountant be instructed to perform additional analysis of Northridge’s aggregate finances to
address these issues. Since the focus is on the aggregate cash flows the commingling of assets
between the various Northridge affiliates would not be a factor and the analysis could be done
without undue additional cost.
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Since the Receiver filed his Motion on 8/13/20 and | desired to have these factors considered
prior to your ruling, | have sent this appeal directly to you without prior consultation with the
Receiver. This was only done given the shortness of time. | assure you, however, that |

acknowledge the Receivers’ authority, granted by the Court, and will work with and through the
Receiver as my claims are processed.

Thank you for your consideration.

Respectfully,

Gt ) Aef

Robert J. Stefan
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EXHIBIT B

[Order Establishing Claims Bar Date]
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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION, Civil Action No. 19-cv-05957
Plaintiff,
V. Hon. John Z. Lee
NORTHRIDGE HOLDINGS, LTD., ET AL.,
Magistrate Judge Susan E. Cox
Defendants.

N s N N N N N N N N N

ORDER (1) FIXING CLAIMS BAR DATE, (2) APPROVING CLAIMS PROCEDURES
AND CLAIMS FORMS, (3) APPROVING NOTICES, AND (4) APPROVING THE
POOLING OF RECEIVERSHIP ENTITIES” ASSETS FOR DISTRIBUTION PURPOSES

Upon consideration of the Receiver's Motion for Entry of an Order (1) Fixing a Claims
Bar Date, (2) Approving Claims Procedures,! (3) Approving Various Notices, and (4) Approving

the pooling of the Receivership Assets for distribution purposes (the "Motion™)2, any responses

or objections to the Motion (including, but not limited to, Dkt. No. 179 which was resolved
consensually between the parties and the letter to the Court of Robert J. Stefan dated August 19,
2020) and any reply in support of the Motion, this Court finds that: the relief requested in the
Motion is in the best interests of the Receivership Estate, potential Claimants, and all other
parties; notice of the Motion was good and sufficient under the particular circumstances and that
no other or further notice need be given; and based upon the record herein and after due

deliberation it is hereby ORDERED THAT:

1 Capitalized terms not defined herein shall have the meaning ascribed to them in the Motion.
2 Dkt. No. 169.

Page 1 - Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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1. The Motion, together with the exhibits, instructions and other attachments thereto
is GRANTED and approved in all aspects.

2. Objections Overruled. All objections not withdrawn or resolved by this Order are

overruled in all respects.

3. Claims Bar Date. This Court hereby establishes 11:59 p.m. (prevailing Central

Time) on December 18, 2020 ("Claims Bar Date"), as the deadline for Claimants and

Administrative Claimants to submit a completed and signed Proof of Claim Form under penalty
of perjury, together with supporting documentation against one or more of the Northridge
Entities.

4, Claims Procedures. The Claims Procedures, including the Notice of Claims Bar

Date and Procedures for Submitting a Proof of Claim (the "Notice of Claims Bar Date"), Proof

of Claim Form, Notice of Receiver's Initial Determination, Notice of Claims Bar Date for
Publication (and associated attachments) are approved substantially in the form attached to the
Motion.

5. Eligibility to Submit a Proof of Claim. Except as set forth in Paragraph 6 and as to

Claimants who receive and agree with the contents of the Notice of Receiver's Initial
Determination of their Allowed Claim, all other Claimants and Administrative Claimants
asserting or who believe they are entitled to assert a Claim or assert a right to distribution from
the Receivership Estate, regardless of whether the Claim is held with or through any individual
or entity or based on a primary, secondary, direct, indirect, secured, unsecured, unliquidated or
contingent liability MUST timely and properly submit a Proof of Claim.

6. Professional Claims, Employee Claims and Intercompany Receivership Claims.

Holders of Professional Claims will not be required to submit a Proof of Claim. The Receiver

Page 2 - Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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will continue to satisfy Professional Claims in the ordinary course of the Receivership and in
accordance with prior or future Court orders, as appropriate to the claim or pursuant to a Court
approved distribution plan. Intercompany Receivership Claims among and between the
Northridge Entities are preserved without the requirement of the filing of a Proof of Claim by the
Receiver at this time. Any such Intercompany Receivership Claims as appropriate will be subject
to a Court approved distribution plan. Northridge Entities” employees are not required to submit
a Proof of Claim for post-receivership amounts (incurred on or after September 12, 2019)
incurred in the ordinary course with respect to their employment. The same such amounts shall
be paid in the ordinary course of business.

7. Notice Process. The Receiver shall provide the following notice in satisfaction of

the due process interests of Claimants and Administrative Claimants:

a.  Notice by Mail. The Receiver shall provide notice by mail in the following
manner, timing and substance.

i.  Timing of Notice. The Receiver shall provide notice within fifteen (15)

calendar days of entry of this Bar Date Order.

ii.  Substance of Notice. The notice shall include: a) the Notice of Claims

Bar Date (substantially in the form of Exhibit 1), b) the Proof of Claim
Form (substantially in the form of the Exhibit 2), and c) at the
Receiver's sole and absolute discretion, the Notice of Receiver's Initial
Determination (together with the instructions and other attachments
substantially in the form of the Exhibit 3) (collectively, the "Notice™).

iii. Means of Serving Notice. The Receiver shall serve those Claimants

and Administrative Claimants entitled to notice under subparagraph

Page 3- Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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8(b) below: (a) by United States first class mail (for those Claimants
with a last known address within the United States); and (b) by any
method the Receiver deems reasonable in his sole and absolute
discretion (for those Claimants without a last known address or with a

last known address outside the United States).

b. Individuals and entities to receive Notice by mail. The Receiver shall

provide Notice by mail, by the means provided in subparagraph 8(a) above,

on the following known Claimants:

Vi.

Vii.

viii.

All parties that have appeared in the SEC Enforcement Action;
Investors and former Investors;

Northridge Employees;

Known potential Administrative Claimants;

Federal, state, local or other governmental entities or authorities who
may assert a Claim for taxes;

state security regulatory agencies where any Northridge Entity issued
or sold securities;

the Receivership Estate’s institutional lenders; and

potential Claimants that the Receiver has determined, upon reasonable
review of the Books and Records, have or may assert a Claim against a
Northridge Entity or have asserted claims against the Receivership

Estate during the pendency of the SEC Enforcement Action.

c.  Notice by email for returned Notice by mail. Upon return of any service

item that was undeliverable by mail and without a useful forwarding address

Page 4 - Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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for re-service, the Receiver will perform a reasonable search of the Books
and Records for a last known e-mail address and attempt to provide Notice
to that Claimant or Administrative Claimant at that last known e-mail
address, which shall satisfy the Receiver's notice requirements.

d. Notice by email to Counsel. Where the Receiver has notice that a Claimant,

party or other individual or entity, who is entitled to notice, is represented by
counsel, copies of the documents sent by the Receiver to that counsel's
client(s) will also be sent by email to counsel who have not otherwise
already been sent the documents.

e. Posting the Notice of Claims Bar Date and Proof of Claim Form. Not later

than five (5) calendar days after entry of the Bar Date Order, copies of the
Notice of Claims Bar Date and Proof of Claim Form will be available for
downloading from the Claims Agent’s website
(www.northridgereceiver.alixpartners.com).

f. Duty to keep the Receiver advised of current contact information. It is the

responsibility of Claimants, Administrative Claimants and other interested
parties to keep the Receiver apprised with a current email and mailing
address in order to receive notices or other communication from the
Receiver or the Receivership Estate. A link to the Change of Information
Form will be found on the Claims Agent’s website

(www.northridgereceiver.alixpartners.com).

g. Notice by Publication. The Receiver shall provide notice by publication in

the following manner:

Page 5- Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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I. Timing of notice. The Receiver shall provide notice by publication

within thirty (30) calendar days of entry of this Bar Date Order.

ii. Substance of notice. The Notice of Claims Bar Date for Publication

shall be substantially in the form of Exhibit 4.

iii. Means of publishing notice. The Receiver proposes to publish the

Notice of Claims Bar Date for Publication in newspapers of general
circulation in: (a) Illinois, Michigan, New Jersey, Massachusetts, (b)
The Wall Street Journal, and (c) such other publications, if any, that in
the Receiver's sole and absolute discretion are reasonably calculated to
provide notice to potential unknown Claimants and Administrative
Claimants, on two days that are approximately two weeks apart. The
publications and means chosen by the Receiver are reasonably likely
to reach potential unknown Claimants and Administrative Claimants.

h. Notice by Posting to the Receiver's Website and Email. The Receiver shall

post for review and download on the Receiver's website
(www.northridgereceiver.alixpartners.com), this Bar Date Order, the Notice
of Claims Bar Date and the Proof of Claim Form, not later than five (5)
calendar days after entry of the Bar Date Order. The Receiver shall also
send an “email blast” to all Investors whom the Receiver has an email
address or who have otherwise signed up to receive email notice of filings
on the Claims Agent Website.

i. Notice Upon Inquiry. Copies of the Notice of Claims Bar Date and the Proof of

Claim Form will be available after entry of the Bar Date Order to any Claimant or

Page 6 — Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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Administrative Claimant who makes a written request for such documents to the
Claims Agent’s mailing address: Northridge Holdings, 2807 Allen Street, Box
377, Dallas, Texas 75204

8. Procedure for Submitting a Proof of Claim. Except as otherwise provided by

order of this Court or provided herein, each Claimant and Administrative Claimant must properly
complete and sign a Proof of Claim which, together with supporting documentation must be
timely submitted to the Receiver's Claims Agent by mail addressed to Northridge Holdings, 2807
Allen Street, Box 377, Dallas, Texas 75204, such that if sent by mail is postmarked no later than
the Claims Bar Date.

It is recommended that Claimants submit their Proof of Claim by certified or registered
mail and retain evidence that the Proof of Claim was postmarked no later than the Claims Bar
Date. Proofs of Claim submitted with a valid email address will receive email confirmation of
receipt by the Claims Agent of the Proof of Claim.

Proofs of Claim should not be filed with this Court, or sent to the Receiver, his legal
counsel, or his retained professionals. Any Proof of Claim so filed or sent shall not be considered
properly submitted and will be disallowed pursuant to this Bar Date Order.

9. Procedures related to the Notice of Receiver's Initial Determination. At the

Receiver’s sole discretion, if the Receiver believes a Claimant (including the Investors) is
entitled to an Allowed Claim Amount, the Receiver will send to such Claimant a Notice of
Receiver's Initial Determination containing: (a) the proposed Allowed Claim Amount; and (b)
attachment(s) containing information and/or setting forth the Receiver’s calculation of the
proposed Allowed Claim Amount. A Claimant who AGREES with the information and

amounts in the attachments to the Notice of Receiver's Initial Determination shall check the

Page 7 - Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief
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“Agree” box on the Notice of Receiver's Initial Determination and submit to the Receiver on or
before the Claims Bar Date in the same manner Proofs of Claim are to be submitted and does
NOT need to submit a Proof of Claim.

10. A Claimant who DISAGREES with the proposed amount of the Allowed Claim
Amount set forth in the Notice of Receiver's Initial Determination may seek to review the
disagreement with the Receiver and his professionals by contacting the same through the

Receivership Website (www.northridgereceiver.alixpartners.com) or telephone ((888) 369-8932)

prior to responding to the Notice of Receiver’s Initial Determination. If the Receiver agrees that
revisions to the Notice of Receiver’s Initial Determination should be made, the Receiver, at his
sole discretion, may send an amended Notice of Receiver’s Initial Determination.

11. A Claimant who DISAGREES with the proposed amount of the Allowed Claim
Amount set forth in the Notice of Receiver's Initial Determination shall check the “Disagree”
box on the Notice of Receiver’s Initial Determination and submit to the Receiver on or before the
Claims Bar Date in the same manner Proofs of Claim are to be submitted. Such a Claimant must
timely file and properly submit a Proof of Claim. A Claimant who fails to respond to a Notice of
Receiver's Initial Determination and fails to timely and properly submit a Proof of Claim shall be
deemed to have accepted and consented to the proposed Allowed Claim Amount set forth in the
Notice of Receiver's Initial Determination.

12. Supporting Documentation for Proof of Claim. Each submitted Proof of Claim

shall include attached copies of all documents available that support such Proof of Claim. Such
documentation may include, but is not limited to: copies of personal checks, cashier's checks,
wire transfer advices, and other documents evidencing the investment of funds; copies of each

signed investment contract; copies of all agreements, promissory notes, purchase orders,

Page 8 - Order (1) Establishing Claims Bar Date, (2) Approving
The Form and Manner of Notice, and (3) Approving the Proof of
Claim Form, Procedures and Other Related Relief



Case: 1:19-cv-05957 Document #: 185-2 Filed: 09/22/20 Page 10 of 15 PagelD #:2606

invoices, itemized statements of running accounts, contracts, court judgments, mortgages,
security agreements, evidence of perfection of lien; and other documents evidencing the amount
and basis of the Claim. As applicable, supporting documentation must also include a
chronological accounting of any withdrawals made by or payments received from any
Northridge Entity, whether such payments were denominated as the return of principal, interest,
commissions, finder's fee, or otherwise, indicating the date and amount of each withdrawal or
payment. If supporting documentation is not available, the Proof of Claim Form must include an
attachment explaining why the documentation is unavailable.

13. Supporting Documentation That Should Not Be Submitted. Proofs of Claim

should not include the following types of materials unless requested by the Receiver or the
Claims Agent: (a) marketing brochures and other marketing materials received from a
Northridge Entity, (b) routine or form correspondence received from an Northridge Entity, (c)
copies of pleadings on file in this case or other cases related to the Receivership or the
Receivership Estate, and (d) other documents received from the Receivership Estate that do not
reflect specific information concerning the existence or amount of a Claim.

14. Proof of Claim May ldentify Northridge Entity(ies). A Claimant who is required

to submit a Proof of Claim and who reasonably believes they hold or may hold a Claim against
one or more Northridge Entities may identify each Northridge Entity against which the Proof of
Claim is asserted.

15. Effect of Failure to Submit Proof of Claim Before the Claims Bar Date. Any

Claimant who is required to submit a Proof of Claim, but fails to do so in a timely manner or in
the proper form, shall (a) be forever barred, estopped, and enjoined to the fullest extent allowed

by applicable law from asserting, in any manner, any Claim against (i) any Northridge Entity, (ii)
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the Receivership Estate or its assets, and (b) not receive any distribution from the Receivership
Estate or have standing to object to any distribution plan proposed by the Receiver. Further, the
Receiver shall have no further obligation to provide any notices on account of such Claim and
the Receivership Estate shall be deemed discharged from any and all indebtedness or liability
with respect to such Claim.

16.  The proposed Claims Bar Date, the Notice of Claims Bar Date and Procedures for
Submitting a Proof of Claim and the Proof of Claim Form are not unduly burdensome or
uncommon in matters of this nature. It is important to the efficient and orderly administration of
the receivership that Proofs of Claim are timely and properly submitted and that Proofs of Claim
not timely or properly submitted be disallowed. Establishment of the Claims Bar Date is
necessary in order for the Receiver and the court to determine which individuals and entities are
entitled to share in any potential Court-approved distributions.

17. Proofs of Claim Processing and Verification, Compromise and Settlement. The

Receiver is hereby authorized to employ any procedures he deems necessary, in his sole and
absolute discretion to process and reconcile Proofs of Claim and to verify the Claims asserted in
the Proofs of Claim. The Receiver shall have the authority to compromise and settle any Claim,
or resolve any Notice of Deficiency, at any time, as appropriate, without further order of this
Court. The Receiver, at his discretion, may file a motion seeking Court approval of any
compromise or settlement of a Claim. All parties to this proceeding are directed to cooperate
with the Receiver to the maximum extent possible to achieve swift resolution of disputes
concerning claims without the need for a determination by the Court.

18. Request for Additional Information. If at any time after receiving a timely Proof

of Claim, the Receiver determines that additional information is needed to assess and process a
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Claim, the Receiver of his Claims Agent may contact the Claimant (or counsel, if one is
designated) by telephone, mail or email to request such additional information.

19. Notice of Deficiency. Prior to filing an objection with the court seeking to

disallow a Claim, the Receiver may in his sole and absolute discretion send to a Claimant (and to
counsel, if one is designated), to such address or email address as provided in the Proof of Claim
Form, a written Notice of Deficiency that specifically identifies the information required to
assess and process the Claim. Should the Receiver determine he needs additional information
from anyone who was sent a Notice of Receiver's Initial Determination, the Receiver may send a
Notice of Deficiency to that recipient. The Notice of Deficiency shall provide that if the
additional information is not timely provided to the Receiver, such failure shall provide a basis

for an objection to the Claim.

20. Receiver's Claim Objection. Claimants are directed to work in good faith with the
Receiver to resolve any disputes about a Claim. If the Receiver is unable to resolve disputes
about a Claim, the Receiver may file a written objection to the Claim with the Court. The
objection shall include: (a) a detailed statement of the reasons for the Receiver's objection, and
(b) copies of any document or other writing upon which the Receiver relies. Unless otherwise
ordered by this Court, the Claimant’s response to the Receiver's claim objection shall be filed
with the Court and a copy served on the Receiver and his counsel, within thirty (30) calendar
days of the date on which the Receiver filed his written objection to the Claim. The Receiver
shall have thirty (30) calendar days to file and serve his reply.

21. Limitation on Discovery and Motion Practice. Prior to the Receiver's filing of an

objection to the Claim, no discovery, motion practice, or other claims litigation shall occur
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unless the Claimant first seeks and obtains leave of Court, upon a showing of good cause and
substantial need for such relief.

22. Consent to Jurisdiction. Submission of a Proof of Claim in this case constitutes

consent to the jurisdiction of the Court for all purposes and constitutes agreement to be bound by
its decisions, including, without limitation, a determination as to the extent, validity and amount
of any Claim asserted against the Receivership Estate. The submission of a Proof of Claim shall
constitute consent to be bound by the decisions of the Court as to the treatment of the Claim in a
Court-approved distribution plan.

23. Investor Representations. With respect to Investors (as set forth in the Proof of

Claim Form and the Notice of Receiver's Initial Determination), submission of a Proof of Claim
in this case and any Investor who agrees with the proposed Allowed Claim Amount set forth in
the Notice of Receiver's Initial Determination, shall be deemed a representation by such Investor
that: (a) none of the funds Investor invested in the Receivership Entities and that Investor claims
a right to recover originated from the Receivership Entities, Glenn Mueller or any of Mr.
Mueller’s family or any entity owned or controlled by Mr. Mueller or any of Mr. Mueller’s
family; (b) distribution on account of Investor’s claim (if any) will not be shared in any way with
Mr. Mueller, a member of Mr. Mueller’s family, an entity owned or controlled by Mr. Mueller or
a member of his family or in any way for the benefit of Mr. Mueller or his family; and (c) the
Proof of Claim represents the full extent of the Receivership Estate’s liability to the Claimant.
Submission of an “Agree” response to a Notice of Initial Determination shall bind a Claimant to
the similar representations contained in such “Agree” response. Notwithstanding anything else
herein to the contrary, Glenn Mueller or any of Mr. Mueller’s family or any entity owned or

controlled by Mr. Mueller or any of Mr. Mueller’s family may file a proof of claim without
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making the foregoing representations (a) and (b) and any such claim(s) will be subject to
objection as any other claim filed against the Receivership Estate.

24. Reservation of Rights. Nothing herein shall prejudice any right of the Receiver to

dispute, or assert offsets or defenses as to the extent, validity, priority, or otherwise against
amounts asserted in any Proof of Claim or against the initial Allowed Claim Amount of any
individual or entity who received a Notice of Receiver's Initial Determination, including but not
limited to the manner in which accounts will be aggregated and Claims treated under a Court-
approved distribution plan. Nothing contained herein is intended to preclude the Receiver from
objecting to any Claim on any grounds. Subject to approval of the Court, the Receiver retains the
sole and absolute right to propose a plan of distribution.

25. Distribution Plan.  After the Claims Procedures have been substantially

completed, the Receiver shall promptly file a distribution plan setting forth: (a) any proposed
priority of distribution; (b) methodology of distribution (i.e., pro-rate or rising tide); (c) the
proposed amounts of any initial distributions for each Claimant; (d) any disputed claims reserve;
and (e) any other information that the Receiver deems necessary to include.

26. Investor Claim Calculation. The Receiver’s calculation of Investor Claims on a

cash-in/cash-out basis regardless of which Receivership Entity an Investor purported invested
with or which Receivership Entity an Investor received a distribution from or has a claim against
as proposed in the Motion, is equitable under the circumstances and hereby approved. Claims of
Investors against the Receivership Entities will be allowed or disallowed on a cash-in/cash-out
basis.

27.  Pooling. The Claims Administration Process set forth in the Motion will provide a

fair, equitable, and efficient method for distributing the proceeds of the Estate. The Receiver’s
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pooling of the assets recovered to be distributed for the benefit of all Investors and other
Claimants regardless of which Receivership Entity an Investor purportedly invested with and
which a Claimant has a Claim against as proposed in the Motion is fair and equitable under the
circumstances and hereby approved.

28. Preservation of Interest Claims. All claims of Investors and Claimants to interest

on their Allowed Claims shall be fully preserved to the extent authorized herein. In the event the
Receivership Estate has sufficient assets to pay all Investors’ and Claimants’ claims pursuant to a
Court-approved distribution plan, the Receiver shall file a second distribution plan for Court
approval which proposes a fair and equitable distribution of the remaining Receivership assets

to Investors.

Dated this day of , 2020.
Chicago, Illinois

Honorable John Z. Lee
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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS

EASTERN DIVISION
)
UNITED STATES SECURITIES )
AND EXCHANGE COMMISSION, ) Civil Action No. 19-¢v-05957
)
LD STATES S ECHR TS )
AND-EXCHANGE-COMMISSION; ) CivilAection No—19-ev-05957
)
Plaintiff, )
V. ) Hon. John Z. Lee
)
NORTHRIDGE HOLDINGS, LTD., ET AL., )
) Magistrate Judge Susan E. Cox
Defendants. )
)
)
)

PROPOSED-ORDER (1) FIXING CLAIMS BAR DATE, (2) APPROVING CLAIMS
PROCEDURES AND CLAIMS FORMS, (3) APPROVING NOTICES, AND (4)
APPROVING THE POOLING OF RECEIVERSHIP ENTITIES’ ASSETS FOR

DISTRIBUTION PURPOSES

Upon consideration of the Receiver's Motion for Entry of an Order (1) Fixing a Claims
Bar Date, (2) Approving Claims Procedures,! (3) Approving Various Notices, and (4) Approving

the pooling of the Receivership Assets for distribution purposes (the "Motion")?2, any responses or

objections to the Motion;_(including, but not limited to, Dkt. No. 179 which was resolved

consensually between the parties and the letter to the Court of Robert J. Stefan dated August 19,

2020) and any reply in support of the Motion, this Court finds that: the relief requested in the
Motion is in the best interests of the Receivership Estate, potential Claimants, and all other parties;

notice of the Motion was good and sufficient under the particular circumstances and that no other

1 Capitalized terms not defined herein shall have the meaning ascribed to them in the Motion.
2 Dkt. #-No. 169.
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or further notice need be given; and based upon the record herein and after due deliberation it is
hereby ORDERED THAT:

I. The Motion, together with the exhibits, instructions and other attachments thereto
is GRANTED and approved in all aspects.

2. Objections Overruled. All objections not withdrawn or resolved by this Order are

overruled in all respects.

3. Claims Bar Date. This Court hereby establishes 11:59 p.m. (prevailing Central

Time) on —December 18, 2020 ("Claims Bar Date"), as the deadline for Claimants and

Administrative Claimants to submit a completed and signed Proof of Claim Form under penalty of
perjury, together with supporting documentation against one or more of the Northridge Entities.

4. Claims Procedures. The Claims Procedures, including the Notice of Claims Bar

Date and Procedures for Submitting a Proof of Claim (the "Notice of Claims Bar Date"), Proof of
Claim Form, Notice of Receiver's Initial Determination, Notice of Claims Bar Date for Publication
(and associated attachments) are approved substantially in the form attached to the Motion.

5. Eligibility to Submit a Proof of Claim. Except as set forth in Paragraph 6 and as to

Claimants who receive and agree with the contents of the Notice of Receiver's Initial
Determination of their Allowed Claim, all other Claimants and Administrative Claimants asserting
or who believe they are entitled to assert a Claim or assert a right to distribution from the
Receivership Estate, regardless of whether the Claim is held with or through any individual or
entity or based on a primary, secondary, direct, indirect, secured, unsecured, unliquidated or
contingent liability MUST timely and properly submit a Proof of Claim.

6. Professional Claims, Employee Claims and Intercompany Receivership Claims.

Holders of Professional Claims will not be required to submit a Proof of Claim. The Receiver will
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continue to satisfy Professional Claims in the ordinary course of the Receivership and in
accordance with prior or future Court orders, as appropriate to the claim or pursuant to a Court
approved distribution plan. Intercompany Receivership Claims among and between the
Northridge Entities are preserved without the requirement of the filing of a Proof of Claim by the
Receiver at this time. Any such Intercompany Receivership Claims as appropriate will be subject
to a Court approved distribution plan. Northridge Entities” employees are not required to submit a
Proof of Claim for post-receivership amounts (incurred on or after September 12, 2019) incurred
in the ordinary course with respect to their employment. The same such amounts shall be paid in
the ordinary course of business.

7. Notice Process. The Receiver shall provide the following notice in satisfaction of

the due process interests of Claimants and Administrative Claimants:

a.  Notice by Mail. The Receiver shall provide notice by mail in the following
manner, timing and substance.

i.  Timing of Notice. The Receiver shall provide notice within fifteen (15)

calendar days of entry of this Bar Date Order.

ii.  Substance of Notice. The notice shall include: a) the Notice of Claims

Bar Date (substantially in the form of Exhibit 1), b) the Proof of Claim
Form (substantially in the form of the Exhibit 2), and c) at the
Receiver's sole and absolute discretion, the Notice of Receiver's Initial
Determination (together with the instructions and other attachments
substantially in the form of the Exhibit 3) (collectively, the "Notice").

1.  Means of Serving Notice. The Receiver shall serve those Claimants and

Administrative Claimants entitled to notice under subparagraph 8(b)
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below: (a) by United States first class mail (for those Claimants with a
last known address within the United States); and (b) by any method the
Receiver deems reasonable in his sole and absolute discretion (for those
Claimants without a last known address or with a last known address

outside the United States).

b.  Individuals and entities to receive Notice by mail. The Receiver shall provide

Notice by mail, by the means provided in subparagraph 8(a) above, on the

following known Claimants:

1l

iil.

1v.

Vi.

Vil.

Viil.

All parties that have appeared in the SEC Enforcement Action;
Investors and former Investors;

Northridge Employees;

Known potential Administrative Claimants;

Federal, state, local or other governmental entities or authorities who
may assert a Claim for taxes;

state security regulatory agencies where any Northridge Entity issued or
sold securities;

the Receivership Estate’s institutional lenders; and

potential Claimants that the Receiver has determined, upon reasonable
review of the Books and Records, have or may assert a Claim against a
Northridge Entity or have asserted claims against the Receivership

Estate during the pendency of the SEC Enforcement Action.

c.  Notice by email for returned Notice by mail. Upon return of any service item

that was undeliverable by mail and without a useful forwarding address for
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re-service, the Receiver will perform a reasonable search of the Books and
Records for a last known e-mail address and attempt to provide Notice to that
Claimant or Administrative Claimant at that last known e-mail address, which
shall satisfy the Receiver's notice requirements.

d. Notice by email to Counsel. Where the Receiver has notice that a Claimant,

party or other individual or entity, who is entitled to notice, is represented by
counsel, copies of the documents sent by the Receiver to that counsel's
client(s) will also be sent by email to counsel who have not otherwise already
been sent the documents.

€. Posting the Notice of Claims Bar Date and Proof of Claim Form. Not later

than five (5) calendar days after entry of the Bar Date Order, copies of the
Notice of Claims Bar Date and Proof of Claim Form will be available for
downloading from the Claims Agent’s website
(www.northridgereceiver.alixpartners.com).

f. Duty to keep the Receiver advised of current contact information. It is the

responsibility of Claimants, Administrative Claimants and other interested
parties to keep the Receiver apprised with a current email and mailing address
in order to receive notices or other communication from the Receiver or the

Receivership Estate. A link to the Change of Information Form will be found

on the Claims Agent’s website (www.northridgereceiver.alixpartners.com).

g.  Notice by Publication. The Receiver shall provide notice by publication in the
following manner:

1. Timing of notice. The Receiver shall provide notice by publication
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within thirty (30) calendar days of entry of this Bar Date Order.

1. Substance of notice. The Notice of Claims Bar Date for Publication

shall be substantially in the form of Exhibit 4.

iii.  Means of publishing notice. The Receiver proposes to publish the

Notice of Claims Bar Date for Publication in newspapers of general
circulation in: (a) Illinois, Michigan, New Jersey, Massachusetts, (b)
The Wall Street Journal, and (c) such other publications, if any, that in
the Receiver's sole and absolute discretion are reasonably calculated to
provide notice to potential unknown Claimants and Administrative
Claimants, on two days that are approximately two weeks apart. The
publications and means chosen by the Receiver are reasonably likely to
reach potential unknown Claimants and Administrative Claimants.

h. Notice by Posting to the Receiver's Website and Email. The Receiver shall

post for review and download on the Receiver's website

(www.northridgereceiver.alixpartners.com),http://www.kccllc.net/aequitasre

ceivership/), this Bar Date Order, the Notice of Claims Bar Date and the Proof
of Claim Form, not later than five (5) calendar days after entry of the Bar Date
Order. The Receiver shall also send an “email blast” to all Investors whom the
Receiver has an email address or who have otherwise signed up to receive
email notice of filings on the Claims Agent Website.

i.  Notice Upon Inquiry. Copies of the Notice of Claims Bar Date and the Proof of

Claim Form will be available after entry of the Bar Date Order to any Claimant or

Administrative Claimant who makes a written request for such documents to the
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Claims Agent’s mailing address: Northridge Holdings, 2807 Allen Street, Box 377,
Dallas, Texas 75204

8. Procedure for Submitting a Proof of Claim. Except as otherwise provided by order

of this Court or provided herein, each Claimant and Administrative Claimant must properly
complete and sign a Proof of Claim which, together with supporting documentation must be timely
submitted to the Receiver's Claims Agent by mail addressed to Northridge Holdings, 2807 Allen
Street, Box 377, Dallas, Texas 75204, such that if sent by mail is postmarked no later than the
Claims Bar Date.

It is recommended that Claimants submit their Proof of Claim by certified or registered
mail and retain evidence that the Proof of Claim was postmarked no later than the Claims Bar
Date. Proofs of Claim submitted with a valid email address will receive email confirmation of
receipt by the Claims Agent of the Proof of Claim.

Proofs of Claim should not be filed with this Court, or sent to the Receiver, his legal
counsel, or his retained professionals. Any Proof of Claim so filed or sent shall not be considered
properly submitted and will be disallowed pursuant to this Bar Date Order.

9. Procedures related to the Notice of Receiver's Initial Determination. At the

Receiver’s sole discretion, if the Receiver believes a Claimant (including the Investors) is entitled
to an Allowed Claim Amount, the Receiver will send to such Claimant a Notice of Receiver's
Initial Determination containing: (a) the proposed Allowed Claim Amount; and (b) attachment(s)
containing information and/or setting forth the Receiver’s calculation of the proposed Allowed
Claim Amount. A Claimant who AGREES with the information and amounts in the attachments

to the Notice of Receiver's Initial Determination shall check the “Agree” box on the Notice of
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Receiver's Initial Determination and submit to the Receiver on or before the Claims Bar Date in the
same manner Proofs of Claim are to be submitted and does NOT need to submit a Proof of Claim.

10. A Claimant who DISAGREES with the proposed amount of the Allowed Claim
Amount set forth in the Notice of Receiver's Initial Determination may seek to review the
disagreement with the Receiver and his professionals by contacting the same through the

Receivership Website (www.northridgereceiver.alixpartners.com) or telephone ((888) 369-8932)

prior to responding to the Notice of Receiver’s Initial Determination. If the Receiver agrees that
revisions to the Notice of Receiver’s Initial Determination should be made, the Receiver, at his
sole discretion, may send an amended Notice of Receiver’s Initial Determination.

11. A Claimant who DISAGREES with the proposed amount of the Allowed Claim
Amount set forth in the Notice of Receiver's Initial Determination shall check the “Disagree” box
on the Notice of Receiver’s Initial Determination and submit to the Receiver on or before the
Claims Bar Date in the same manner Proofs of Claim are to be submitted. Such a Claimant must
timely file and properly submit a Proof of Claim. A Claimant who fails to respond to a Notice of
Receiver's Initial Determination and fails to timely and properly submit a Proof of Claim shall be
deemed to have accepted and consented to the proposed Allowed Claim Amount set forth in the
Notice of Receiver's Initial Determination.

12. Supporting Documentation for Proof of Claim. Each submitted Proof of Claim

shall include attached copies of all documents available that support such Proof of Claim. Such
documentation may include, but is not limited to: copies of personal checks, cashier's checks, wire
transfer advices, and other documents evidencing the investment of funds; copies of each signed
investment contract; copies of all agreements, promissory notes, purchase orders, invoices,

itemized statements of running accounts, contracts, court judgments, mortgages, security
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agreements, evidence of perfection of lien; and other documents evidencing the amount and basis
of the Claim. As applicable, supporting documentation must also include a chronological
accounting of any withdrawals made by or payments received from any Northridge Entity,
whether such payments were denominated as the return of principal, interest, commissions,
finder's fee, or otherwise, indicating the date and amount of each withdrawal or payment. If
supporting documentation is not available, the Proof of Claim Form must include an attachment
explaining why the documentation is unavailable.

13. Supporting Documentation That Should Not Be Submitted. Proofs of Claim should

not include the following types of materials unless requested by the Receiver or the Claims Agent:
(a) marketing brochures and other marketing materials received from a Northridge Entity, (b)
routine or form correspondence received from an Northridge Entity, (c) copies of pleadings on file
in this case or other cases related to the Receivership or the Receivership Estate, and (d) other
documents received from the Receivership Estate that do not reflect specific information
concerning the existence or amount of a Claim.

14. Proof of Claim May Identify Northridge Entity(ies). A Claimant who is required to

submit a Proof of Claim and who reasonably believes they hold or may hold a Claim against one or
more Northridge Entities may identify each Northridge Entity against which the Proof of Claim is
asserted.

15.  Effect of Failure to Submit Proof of Claim Before the Claims Bar Date. Any

Claimant who is required to submit a Proof of Claim, but fails to do so in a timely manner or in the
proper form, shall (a) be forever barred, estopped, and enjoined to the fullest extent allowed by
applicable law from asserting, in any manner, any Claim against (i) any Northridge Entity, (ii) the

Receivership Estate or its assets, and (b) not receive any distribution from the Receivership Estate
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or have standing to object to any distribution plan proposed by the Receiver. Further, the Receiver
shall have no further obligation to provide any notices on account of such Claim and the
Receivership Estate shall be deemed discharged from any and all indebtedness or liability with
respect to such Claim.

16. The proposed Claims Bar Date, the Notice of Claims Bar Date and Procedures for
Submitting a Proof of Claim and the Proof of Claim Form are not unduly burdensome or
uncommon in matters of this nature. It is important to the efficient and orderly administration of
the receivership that Proofs of Claim are timely and properly submitted and that Proofs of Claim
not timely or properly submitted be disallowed. Establishment of the Claims Bar Date is necessary
in order for the Receiver and the court to determine which individuals and entities are entitled to
share in any potential Court-approved distributions.

17. Proofs of Claim Processing and Verification, Compromise and Settlement. The

Receiver is hereby authorized to employ any procedures he deems necessary, in his sole and
absolute discretion to process and reconcile Proofs of Claim and to verify the Claims asserted in
the Proofs of Claim. The Receiver shall have the authority to compromise and settle any Claim, or
resolve any Notice of Deficiency, at any time, as appropriate, without further order of this Court.
The Receiver, at his discretion, may file a motion seeking Court approval of any compromise or
settlement of a Claim. All parties to this proceeding are directed to cooperate with the Receiver to
the maximum extent possible to achieve swift resolution of disputes concerning claims without the

need for a determination by the Court.

18.  Request for Additional Information. If at any time after receiving a timely Proof of

Claim, the Receiver determines that additional information is needed to assess and process a
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Claim, the Receiver of his Claims Agent may contact the Claimant (or counsel, if one is
designated) by telephone, mail or email to request such additional information.

19.  Notice of Deficiency. Prior to filing an objection with the court seeking to disallow

a Claim, the Receiver may in his sole and absolute discretion send to a Claimant (and to counsel, if
one is designated), to such address or email address as provided in the Proof of Claim Form, a
written Notice of Deficiency that specifically identifies the information required to assess and
process the Claim. Should the Receiver determine he needs additional information from anyone
who was sent a Notice of Receiver's Initial Determination, the Receiver may send a Notice of
Deficiency to that recipient. The Notice of Deficiency shall provide that if the additional
information is not timely provided to the Receiver, such failure shall provide a basis for an
objection to the Claim.

20.  Receiver's Claim Objection. Claimants are directed to work in good faith with the

Receiver to resolve any disputes about a Claim. If the Receiver is unable to resolve disputes about
a Claim, the Receiver may file a written objection to the Claim with the Court. The objection shall
include: (a) a detailed statement of the reasons for the Receiver's objection, and (b) copies of any
document or other writing upon which the Receiver relies. Unless otherwise ordered by this Court,
the Claimant’s response to the Receiver's claim objection shall be filed with the Court and a copy
served on the Receiver and his counsel, within thirty (30) calendar days of the date on which the
Receiver filed his written objection to the Claim. The Receiver shall have thirty (30) calendar days

to file and serve his reply.

21.  Limitation on Discovery and Motion Practice. Prior to the Receiver's filing of an

objection to the Claim, no discovery, motion practice, or other claims litigation shall occur unless
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the Claimant first seeks and obtains leave of Court, upon a showing of good cause and substantial
need for such relief.

22. Consent to Jurisdiction. Submission of a Proof of Claim in this case constitutes

consent to the jurisdiction of the Court for all purposes and constitutes agreement to be bound by
its decisions, including, without limitation, a determination as to the extent, validity and amount of
any Claim asserted against the Receivership Estate. The submission of a Proof of Claim shall
constitute consent to be bound by the decisions of the Court as to the treatment of the Claim in a
Court-approved distribution plan.

23. Investor Representations. With respect to Investors (as set forth in the Proof of

Claim Form and the Notice of Receiver's Initial Determination), submission of a Proof of Claim in
this case and any Investor who agrees with the proposed Allowed Claim Amount set forth in the
Notice of Receiver's Initial Determination, shall be deemed a representation by such Investor that:
(a) none of the funds Investor invested in the Receivership Entities and that Investor claims a right
to recover originated from the Receivership Entities, Glenn Mueller or any of Mr. Mueller’s
family or any entity owned or controlled by Mr. Mueller or any of Mr. Mueller’s family; (b)
distribution on account of Investor’s claim (if any) will not be shared in any way with Mr. Mueller,
a member of Mr. Mueller’s family, an entity owned or controlled by Mr. Mueller or a member of
his family or in any way for the benefit of Mr. Mueller or his family; and (c) the Proof of Claim
represents the full extent of the Receivership Estate’s liability to the Claimant. Submission of an
“Agree” response to a Notice of Initial Determination shall bind a Claimant to the similar

representations contained in such “Agree” response._Notwithstanding anything else herein to the

contrary, Glenn Mueller or any of Mr. Mueller’s family or any entity owned or controlled by Mr.

Mueller or any of Mr. Mueller’s family may file a proof of claim without making the foregoing
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representations (a) and (b) and any such claim(s) will be subject to objection as any other claim

filed against the Receivership Estate.

24.  Reservation of Rights. Nothing herein shall prejudice any right of the Receiver to

dispute, or assert offsets or defenses as to the extent, validity, priority, or otherwise against
amounts asserted in any Proof of Claim or against the initial Allowed Claim Amount of any
individual or entity who received a Notice of Receiver's Initial Determination, including but not
limited to the manner in which accounts will be aggregated and Claims treated under a
Court-approved distribution plan. Nothing contained herein is intended to preclude the Receiver
from objecting to any Claim on any grounds. Subject to approval of the Court, the Receiver retains
the sole and absolute right to propose a plan of distribution.

25.  Distribution Plan. After the Claims Procedures have been substantially completed,

the Receiver shall promptly file a distribution plan setting forth: (a) any proposed priority of
distribution; (b) methodology of distribution (i.e., pro-rate or rising tide); (c) the proposed amounts
of any initial distributions for each Claimant; (d) any disputed claims reserve; and (e) any other
information that the Receiver deems necessary to include.

26. Investor Claim Calculation. The Receiver’s calculation of Investor Claims on a

cash-in/cash-out basis regardless of which Receivership Entity an Investor purported invested with
or which Receivership Entity an Investor received a distribution from or has a claim against as
proposed in the Motion, is equitable under the circumstances and hereby approved. Claims of
Investors against the Receivership Entities will be allowed or disallowed on a cash-in/cash-out
basis.

27.  Pooling. The Claims Administration Process set forth in the Motion will provide a

fair, equitable, and efficient method for distributing the proceeds of the Estate. The Receiver’s
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pooling of the assets recovered to be distributed for the benefit of all Investors and other Claimants
regardless of which Receivership Entity an Investor purportedly invested with and which a
Claimant has a Claim against as proposed in the Motion is fair and equitable under the
circumstances and hereby approved.

28. Preservation of Interest Claims. All claims of Investors and Claimants to interest

on their Allowed Claims shall be fully preserved to the extent authorized herein. In the event the
Receivership Estate has sufficient assets to pay all Investors’ and Claimants’ claims pursuant to a
Court-approved distribution plan, the Receiver shall file a second distribution plan for Court
approval which proposes a fair and equitable distribution of the remaining Receivership assets to

Investors.

Dated this day of , 2020.
Chicago, Illinois

Honorable John Z. Lee
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UNITED STATES DISTRICT COURT
NORTHERN DISTRICT OF ILLINOIS
EASTERN DIVISION

UNITED STATES SECURITIES
AND EXCHANGE COMMISSION, Civil Action No. 19-cv-05957
Plaintiff,
V. Hon. John Z. Lee
NORTHRIDGE HOLDINGS, LTD., ET AL.,
Magistrate Judge Susan E. Cox
Defendants.
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CERTIFICATE OF SERVICE

I hereby certify that on September 22, 2020, | electronically filed the Receiver’s
Omnibus Response to Objections to Receiver’s Motion for Order: (1) Fixing Claims Bar Date
(2) Approving Claims Procedures and Claims Forms; (3) Approving Notices; and (4)
Approving the Pooling of Receivership Entities’ Assets for Distribution Purposes [DKT 169]
[Dkt. 185] with the Clerk of the United States District Court for the Northern District of
Illinois, using the CM/ECF system. | further certify that | served the financial institutions or
interested parties as identified and set forth on the attached Service List via U.S. Mail on
September 23, 2020.

By:  /s/Ryan T. Schultz

N. Neville Reid, Esq.

Ryan T. Schultz, Esqg.

L. Brandon Liss, Esq.

Fox Swibel Levin & Carroll LLP
200 West Madison, Suite 3000
Chicago, IL 60606

Tel: 312.224.1200

Fax: 312.224.1201
nreid@foxswibel.com
rschultz@foxswibel.com
bliss@foxswibel.com
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SEC v. Northridge Holdings, Ltd., et al.
Case No. 19-cv-05957
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Parties

Michael D. Foster, Esq.

Christine B. Jeon, Esg.

Timothy J. Stockwell, Esq.

Securities and Exchange Commission 175
W. Jackson Blvd., Suite 1450

Chicago, IL 60604

fostermi@sec.gov

jeonc@sec.gov

stockwellt@sec.gov

Attorneys for Plaintiff Securities and Exchange Commission

Michael D. Monico, Esq.

Barry A. Spevack, Esq.

Jacqueline Sharon Jacobson, Esq.
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200 S. Clark St.

Suite 700

Chicago, IL 60603 mm@monicolaw.com
bspevack@monicolaw.com
jjacobson@monicolaw.com

Attorneys for Defendants Northridge Holdings, Ltd., Southridge Holdings, Ltd.,
Eastridge Holdings, Ltd., Brookstone Investment Group, Ltd., Unity Investment
Group, Ltd., Amberwood Holdings, L.P., and Glenn C. Mueller

Jill L. Nicholson, Esq.
Andrew T. McClain, Esq.
Foley & Lardner LLP

321 N. Clark St., Suite 2800
Chicago, IL 60654

Tel: 312-832-4500
jnicholson@foley.com
amcclain@foley.com

Attorneys for Federal National Mortgage Association
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Chicago, IL 60601-1818

Tel: 312-750-5727
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tadkins@mcguirewoods.com

Attorneys for Barings Multifamily Capital LLC

Shannon V. Condon, Esg.
Gardiner Koch Weisberg & Wrona
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Suite 950

Chicago, IL 60604
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First American Bank
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700 Busse Road
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Wells Fargo Bank

c/o Cheré Tait

Legal Order Processing
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Charles Schwab & Co., Inc.

c/o Philip Ho
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San Francisco, CA 94105

J.P. Morgan Chase Bank, N.A.
c/o Legal Department

c/o Scott J. Stilman, Esq.

Attn: Mail Code CA2-4383
9200 Oakdale Ave., 7th Floor
Chatsworth, CA 91311

Lora Fausett, Esq.

Law Offices of Lora Matthew Fausett, P.C.
568 Pennsylvania Avenue

Glenn Ellyn, Illinois 60137

Attorneys for an Investor

Victoria Manning, Esqg.

Michael Eleneski, Esq.

Nicholas Dolinsky, Esq.

State of New Jersey, Office of the Attorney General
124 Halsey Street, 5th Floor

Newark, NJ 07101

Attorneys for Office of the NJ Attorney General

Louis A. Virgilio

President

American Realty Services Inc.
6650 Northwest Highway 3rd Flr
Chicago, Illinois 60631

Lindsay Clery

Securities & Audit

Corporations, Securities & Commercial Licensing Bureau
P.O. Box 30018

Lansing, MI 48909

Douglas M. Jacoby

Director of Enforcement

Office of the Secretary of State for the State of Missouri
600 W. Main Street

Jefferson City, MO 65102-1276
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