NEXT FACTORS, INC.

880 Bergen Avenue, Suite 900
Jersey City, New Jersey 07306
(201) 659-0209

UNITED STATES BANKRUPTCY COURT

SOUTHERN DISTRICT OF NEW YORK

Inte Chapter 11 - Jointly Administered
WORLDCOM, INC,, et al., Case No. 02-13533 (AJG)
Debtors.

X

AFFIDAVIT IN SUPPORT OF THE OBJECTION TO MOTION FOR AN
ORDER GRANTING LEAVE TO WITHDRAW AS COUNSEL OF RECORD TO
NEXT FACTORS. INC.

STATE OF NEW JERSEY )
) ss:
COUNTY OF HUDSON )

DAVID P. O'DONNELL, being duly sworn, deposes and says:

1. I am President of Next Factors, Inc. (“Next”). I am familiar with the facts and
circumstances as recited herein. I submit this affidavit in opposition of the entry of an
Order, pursuant to §105(a) of title 11 of the United States Code (the “Bankruptcy
Code”) and Local Bankruptcy Rule 2090-1(e), granting Douglas J. Pick and Associates
(“DJP&A”) leave to withdraw as counsel of record to Next Factors in connection with
this proceeding.

The facts revealed in THE OBJECTION TO MOTION FOR AN ORDER GRANTING
LEAVE TO WITHDRAW AS COUNSEL OF RECORD TO NEXT FACTORS, INC.
are true to my best information and belief. Included as exhibits to this affidavit are
documents which are part of the files maintained by Next with respect to this case. Of
particular note is the Zabicki Motion.

Exhibit A is a true copy of a motion that Next directed DJP&A to prepare, but which was
not filed due to the refusal to allow same by Mr. Pick.



R

"~ 3rdday of October, 2005

Exhibit B is a true copy of the documents which would have formed the exhibits to the
Zabicki Motion.

Exhibit C is a true transcript of a conversation between myself and Mr. Pick concerning
the Zabicki Motion.

Exhibit E are letters from DJP&A to the Debtors concerning the threats received by Next.
Exhibit F is a letter from Next to the Debtors regarding their Broad Release.

Exhibit G is from the web site of the Internal Revenue Service and discloses admitted
criminal conduct of KPMG LLP.

Exhibit H is excerpts from a book entitled Bankruptcy Crimes 2002 published by Beard
Books.

Exhibit I are excerpts from the transcript of the confirmation hearing for October 15,
2003.

& o f

David O’Donnell

" Swori; to before me this

Alexis Nixon

Notary Public, State of New Jersey
Commission Expires November 24, 2009



A:

B:

C:

D:

E:

LIST OF EXHIBITS
Appended to Affidavit of Next Factors, Inc.’s President
Zabicki Motion with Fax Cover Sheet
Exhibits for Zabicki Motion with Fax Cover Sheet
Transcript of Discussion between Next and Douglas Pick
Example of Settlement Agreement Incorporating Broad Release

Letters From Eric Zabicki To Marcia Goldstein of Weil Gotschal
and Brian Benjet of MCI Concerning Settlement Agreements

Letter From Next To Marcus Parsons of MCI Concerning
Settlement Agreements

: Printout From IRS.gov Concerning KPMG LLP
: Excerpts From Bankruptcy Crimes 2002

. Excerpts From Transcript of October 15, 2003 Hearing



Exhibit A



Sent By: Doug Pick; 212 685 6007; Apr-13-05 5:13PM; Page 1

Pick & Saffer LLP

Attorneys At Law
350 FIFTH AVENUE, SUITE 3000

NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
FaX: 212-695-6007

IELECOPIER COVER SHEET

To: David O’Donnell Date: April 13, 2005

Next Factors
From; Eric C. Zabicki

Fax No.: (201) 963-5526
Tel No.: (201) 659-0209 Re: Worldcom/MCI

Total number of pages transmitted, including cover sheet: __1

Dear David:

Attached is a draft of the Worldcom disclosure’s motion you requested. Doug has serious
issues with filing this motion and would like for you to call him at your earliest convenience to

discuss. Best regards.

Eric Zabicki

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED AS THE
RECIPIENT. IF YOU ARE NOT THE INTENDED RECIPIENT, AN EMPLOYEE OR AN AGENT RESPONSIBLE
TO DELIVER IT TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION
OR DISTRIBUTION OR COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. IF YOU HAVE
RECEIVED THIS TRANSMISSION IN ERROR PLEASE NOTIFY US IMMEDIATELY BY TELEPHONE AND
DESTROY THE ORIGINAL TRANSMISSION. THANK YOU.
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

In re:
WORLDCOM, INC.,, et al., Chapter 11 - Jointly Adwministered
Case No. 03-13533 (AJG)
Debtors.
X

NOTICE OF MOTION FOR AN ORDER COMPELLING THE DEBTORS AND
CERTAIN O R N T0 ND OSU

PLEASE TAKE NOTICE, that upon the annexed application dated Aprl _,
2005, and the exhibits annexed thereto (the “Application”), Next Factors, Inc. (“Next Factors”),
by and through its undersigned counsel, will move this court before the Honorablc Arthur J.
Gonzalez, United States Bankruptcy Judge, at the United States Bankruptcy Court for the
Southern District of New York, One Bowling Green, New York, New York 10004, onthe
day of May, 2005 at 10:00 o'clock in the forenoon of that day, or as soon thereafter as counsel
may be heard, for the entry of an Order, pursuant to §§105(a) and 1142 of title 11 of the United
States Codc (the “Bankruptcy Code™), directing Worldcom, Inc., et al., the debtors herein, MCI,
Inc., the reorganized debtors herein, and certain of their professionals, to make certain
disclosures as set forth more fully in the Application, and granting Next Factors such other and
further relief as this Court may deem just and proper.

PLEASE TAKE FURTHER NOTICE that objections, if any, to the Application
shall (i) be made in writing, (ii) conform to the Federal Rules of Bankruptcy Proceduré and the
Local Bankruptcy Rules for the Southem District of New York, (iii) set forth the name of the
objecting party, the basis for the objection and the specific grounds therefor, (iv) be filed with

the Court with a copy to the chambers of Honorable Arthur J. Gonzalez, together with proof of
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service thereof, and (v) be served in a manner so as to be recejved by , not

later than 5:00 p.m. on May __, 2005.

Dated: New York, New York
April __, 2005

By:
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UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

Inre:
WORLDCOM, INC,, et al., Chapter 11 - Jointly Administered
Case No. 03-13533 (AJG)
Deblors.
X

APPLICATION IN SUPPORT OF AN ORDER COMPELLING THE DEBTORS AND
RTAIN OF THEIR PRO S TO C ISCLOSURE

TO THE HONORABLE ARTHUR J. GONZALEZ
UNITED STATES BANKRUPTCY JUDGE:

Next Factors, Inc. (“Next Factors”), by and through its undersigned counsel,
submits this application (the “Application”) in support of an Order, pursuant to §§105(a) and
1142 of title 11 of the United States Code (the “Bankruptcy Code”), directing Worldcom, Inc., et
al., the debtors herein, MCL, Inc., the reorganized debtors herein (collectively, the “Debtors™),
and certain of their professionals, to make certain disclosures as set forth more fully herein, and
respectfully represent and allege:

PRELIMINARY STATEMENT

1. The practice of purchasing and accepting assignments of claims against
debtors in large bankruptcy proceedings such as the instant case, a practice commonly referred to
as “claims trading”, has become big business and has attracted a wide variety of players. Indeed,
a review of the docket in this case confirms that a minimum of 50 entities filed claims transfer
documents encompassing millions of dollars in claims against the Debtors. Among the entities
which apparently accepted assignments of claims against the Debtors were investment banks
(such as Deutsche Bank Securities Inc.), brokerage houses (such as Merrill Lynch Pierce Fenner
& Smith Inc.), and hedge funds (such as Triage Offshore Fund, Ltd.). A list of known assignees

of claims against the Debtors (culled from the case docket) is attached hereto as Exhibit “4".
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2. As the scope of the claims trading activity within a given case expands, so
too does the potential for conflicts of interest involving the professionals retained in that case and
the claims traders who accept assignments of claims against the debtor. Logically, the potential
for the dissemination of inside information to claims traders also increases alone with an increase
in claims trading activity. Yet, despite the rampant claims trading involved in large bankruptcy
cases, and the substantial ramifications thereof, there are few precantions in place to avoid
potential conflicts involving case professionals and claims traders. Although professionals are
required to disclose any potential conflicts of interest prior to court approval of their retention,
and their obligation to disclose any potential conflicts (if and when they may arise) continues
following such approval, large scale claims trading activity increases the possibility that potential
conflicts may be overlooked.

3. Next Factors is engaged in the practice of claims trading and, at various
times throughout the pendency of this case, has held an interest in approximately 112 claims
against the Debtors with an aggregate dollar amount of $793,797.53. As discussed more fully
herein, based upon the actions of the Debtors and certain of their professionals, Next Factors is
concemed that conflicts of interest may have existed between those parties and claims traders
holding claims against the Debtors. Arguably, the actions of the Debtors and ccrtain of their
professionals appear to have displayed a potential bias by those partiw against Next Factpm
which bias may not apply to other claims traders in this case. A;cordingly, by way of the instant
Application, Next Factors respectfully secks an Order compelling the Debtors attorneys and

accountants to disclose connections, if any, they may now have (or have had) with any of the

entities that filed claims transfer documents in this case. Next Factors further seeks to compel
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the Debtors to disclose: (i) their formal policy, if any, with regard to the determination and
payment of allowed claims and the execution of settlement agreements by creditors in connection
with their claims; and (ii) the dates that claims held by known claims traders were deemed
allowed and paid by the Debtors.
BACKGROUND

4. On July 21, 2002 and November 8, 2002, each of the Debtors filed a
voluntary petition for relief under chapter 11 of the Bankruptcy Code and Orders for Relief were
entered. By Orders dated July 22, 2002 and November 12, 2002, the Debtors’ chapter 11 cases
were consolidated for procedural purposes. Since the commencement of their chapter 11 cases,
(he Debtors have operated their businesses and managed their properties as debtors-in-possession
pursuant to §§1107 and 1108 of the Bankruptcy Code.

5. While under the protection of chapter 11 of the Bankruptcy Code, the
Debtors have retained, pursuant to Court Order, a myriad of attorneys to assist in the
administration of their bankruptcy estates including, inter alia: (i) Weil, Gotshal & Manges, LLP;
(i1) Simpson Thacher & Bartlett; (iii) Stinson Morrison Hecker, LLP; (iv) Patton Boggs LLP; (v)
Heller Ehrman White & McAuliffe LLP; (vi) Jenner & Block, LLC; (vii) Wilmer, Cutler &
Pickering; (viii) Omick, Herrington & Sutcliffe, LLP; (ix) Wilson, Elser, Moskowitz & Dicker
LLP; (x) Payton & Carlson, P.A.; (xi) Gibbons, Del Deo, Dolan, Griffinger & Vecchione, P.C.;
(xii) Squire Sanders & Dempsey LLP; and (xiii) DLA Piper Rudnick Gray Cary US LLP. The
Debtors have also retained various accountants and financial advisors, and utilized the services of

their in-house counsel in connection with this case (collectively, the “Professionals™).
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6. On October 31, 2003, the Court entered the Confirmation Order
confirming the Debtors’ Modified Second Amended Joint Plan of Reorganization Under Chapter
11 of the Bankruptcy Code (the “Plan”). On April 20, 2004, the Plan became effective in
accordance with its terms and Worldcom, Inc. merged with and into MC], Inc.

7. Next Factors is engaged in the business of, among other things, the
purchase of claims held by creditors against debtors in bankruptcy matters pending throughout
the United States. As briefly discussed above, at various times throughout the pendency of this
case, Next Factors has held an interest in approximately 112 claims against the Debtors in the
aggregate dollar amount of $793,797.53. Virtually all of the claims held by Next Factors were
classified as “Class 4 - Convenience Claims” (claims of $40,000.00 or less) under the Plan. Of
those claims, approximately 53 claiins, with an aggregate dollar amount of $388,322.70, remain
unpaid. Copies of schedules identifying Next Factors’ claims are attached hereto as Exhibit “B ",

8. Following the confirmation of the Plan, the Debtors and their
Professionals undertook the process of reconciling and resolving claims. Commencing in or
about July, 2004, the Debtors began requesting that Next Factors execute certain non-negotiable
“settlement agreements” in connection with certain of the claims that it held against the Debtors.
Next Factors took issue with the agreements for a number of reasons including, inter alia, the
inclusion of certain “blind” release provisions in favor of the Debtors; the requested agreements
did not appear to be authorized or mandated by any provision of the Plan, the Bankruptcy Code
or any Court Order; and the expense (i.¢., attorneys’ fees and the like) and delay associated with

reviewing a multitude of settlement agreements which did not serve any apparent purpose other
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than to provide comfort to the Debtors or assist the Debtors with “housekeeping” matters.'! On or
about July 15, 2004, an employee of MCY, Inc. threatened Next Factors that, unless Next Factors
executed a certain settlement agreement provided by the Debtors, the Debtors intended to
“litigate” all of Next Factors’ claims (arbitrarily and without regard to the merits thereof).
Thereafter, Next Factors, by its counsel, made numerous attempts to obtain written confirmation
from the Debtors that this was not the case and that distributions on Next Factors’ claims were
not being arbitrarily withheld as a result of the issues concerning the settlement agreements.

Next Factors® requests were simply ignored by the Reorganized Debtors. Copies of numerous
letters and faxes evidencing the same are attached hereto as Exhibit “C".

9. Pursuant to Section 7.01 of the Plan, the Debtors must lodge objections, if
any, to disputed “Claims” within 180 days after the Effective Date. However, the Plan does not
appear to provide any time periods within which: (i) the Debtors must deem a claim an “Allowed
Claim”; or (i1) the Debtors must make a distribution on an “Allowed Claim”. Informally, the
Debtors’ have advised Next Factors that the Debtors are making distribution payments each
quarter on Allowed Claims.

10.  In or about September, 2004, and by way of numerous scparate
applications, the Debtors objected to a total of 34 claims held by Next Factors. Next Factors has

amicably resolved andipaid/a distribution on a total of 11 of those claims. However, the period

! Next Factors had advised the Debtors that, in the event that there was a valid dispute being compromised

which would ordinarily mandate an agreement memorializing that compromise (i.c., the adjustment of the amount or
classification of a claim), Next Factors would be willing to consider proposed settlement agreements in connection
with those claims (and indeed did so with regard to certain of its claims). In other words, unless there was a material
dispute, the Debtors should simply pay Next Factors® claims in the ordinary course without requiring the execution
of a scttlement agreement. However, the Debtors where demanding that Next Factors execute settiement agreements
even when there was no dispute as to the material aspects of certain claims. Respectfully, the Debtors' actions were

improper.




rage uwji¢

o 212 695 6007; Apr-13-05 5:15PN;

EALLA TS A UUUU rL\-'\,

of time between which the objections to those claims were resolved and Next Factors® receipt of
its distribution from the Debtors has been substantial. This substantial lapse in time in receiving
distribution payments from the Debtors is true with regard to the majority of the claims in
connection with which Next Factors has received such distribution payments. fAdditionally, 30
of the 53 Next Factors’ claims which have not yet been paid by the Debtors were not objected by
the Debtors within the time specified by the Plan (the other 23 unpaid claims remain the subject
of the Debtors’ various objections). The reasoning as to why the Debtors have not yet made any
distributions to Next Factors in connection with the claims remaining 30 claims (which) is.not
unknown.
JURISDICTION AND VENUE

1. This Court has junisdiction over this case and this Application pursuant

to 28 U.S.C. §§157 and 1334, the “Standing Order of Referral of Cases to Bankruptcy Judges”,

dated July 10, 1984 by District Court Judge Robert T. Ward, and the Order Confirming Debtors’

Modified Second Amend Joint Plan of Reorganization Under Chapter 11 of the Bankruptcy
Code, Dated October 21, 2003 (the “Confirmation Order”), which provides, in pertinent part:

In accordance with (and as limited by) Article XII of the Plan and section 1142 of
the Bankruptcy Code, the Court shall have exclusive jurisdiction of all matters
arising out of, and related to, the Chapter 11 Cases and the Plan pursuant to, and
for the purposes of, section 105(a) and 1142 of the Bankruptcy Code and for,

among other things, the following purposes:

(b)  To hear and determine any and all adversary proceedings,
applications and contested matters;

® To hear and determine all applications for compensation and
reimbursement of expenses of professionals under sections 330,
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331 and 503(b) of the Bankruptcy Code;
(h)  To hear and determine disputes arising in connection with the

interpretation, implementation or enforcement of the Plan. . .

(n)  To hear any other matter not inconsistent with the Bankruptcy
Code
See 132 of the Confirmation Order. Venue of this case and this Application is proper in this
district pursuant to 28 U.S.C. §§1408 and 1409. The statutory predicate for the relief sought
herein is §§105(a) and 1452 of the Bankruptcy Code.

12.  Ttis respectfully submitted that the relief requested by this Application
concems, inter alia, the implementation of the Plan and the propriety of the conduct of the
professionals retained in connection with this case and, thus, is within the purview of §1142 of
the Bankruptcy Code and/or the jurisdictional provisions of the Confirmation Order.

REQUEST FOR RELIEF

13.  Section 105(a) of the Bankruptcy Code, provides, in pertinent part:

The court may issue any order, process, or judgment that is

necessary or appropriate to carry out the provisions of this title. No

provision of this title providing for the raising of an issue by a

party in interest shall be construed to preclude the court from, sua

sponte, taking any action or making any determination necessary or

appropriate to enforce or implement court orders or rules, or to

prevent an abuse of process. (LexisNexis 2005).

14.  Based upon the foregoing facts, it is respectfully submitted that Next
Factors has amply demonstrated cause for an order compelling the Debtors and the Professionals

| to make the disclosures requested herein. As discussed above, not less than 50 entities (some of

which are large, sophisticated entities such as investment banks, brokerage houses and hedge
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funds, among others) have accepted assignments of claims against the Debtors in dollar amounts
which number in the millions. As such, there is a very real potential that conflicts of interest may
exist involving the Professionals and the claims traders involved in this case. Although the
Professionals were required to disclose any connections with the Debtors’ creditors prior to court
approval of their retention (and their obligation to disclose any potential conflicts, if and when
they may arise, continues), new potential conflicts may have arisen as new entities entered the
picture as assignees of claims against the Debtors which may have been overlooked by the
Professionals. Accordingly, the Professionals should be compelled to disclose any connections
they may now have (or have had) with any of the entities that filed claims transfer documents in
this case, or any of their known affiliates, subsidiaries or parents, including but not limited to, the
entitics identified in Exhibit “A " hereto. This information should be readily available to the
Professionals by simply running internal conflict checks.

15.  Additionally, and as discussed herein, the Debtors' actions in connection
with Next Factors’ interests in this case (¢.g., the Debtors’ exclusion figgn Next Factors from the
interclass settlement prior to confirmation of the Plan, the Debtors’ threat to “litigate” all of Next
Factors’ claims without regard to the merits of those claims, the delay in payment (or complete
non-payment) of distributions on Next Factors® claims by the Debtors, and the like) evidence a
potential bias by the Debtors against Next Factors which bias may not be applied to other claims
traders. Accordingly, the Debtors should be compelled to disclose, in writing: (i) their formal
policy with regard to the determination and payment of allowed claims and the execution of
settlement agreements by creditors in connection with their claims; and (ii) the dates that claims
held by known claims traders, including but not limited to, Next Factors and the entities
identified in Exhibit “A"', were deemed “Allowed Claims” and paid by the Debtors. This

8
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information should be readily available to the Debtors from their internal claims management
system (as to the date claims were deemed “Allowed Claims”) and by printing a “check run”
with regard to each claims trader.

CONCLUSION

16.  Based upon the foregoing, Next Factors respectfully requests that the
Application be granted in its entirety and that the Court grant Next Factors such other and further
relief as the Court deems just, equitable and proper.

17.  Since this Application does not present any novel issues of law, and all
relevant statutory and case law authority is set forth herein, Next Factors respectfully requests
that the requirement under Local Bankruptcy Rule 9013-1(b) for the submission of a
memorandum of law be dispense with and waived.

18.  No previous request for the relicf sought in this application has been made
to this or any other Court.

Dated: New York, New York
April __, 2005
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Douglas J. Pick & Associates
Attomeys At Law
350 FIFTH AVENUE, SUITE 3000
NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
Fax: 212-695-6007

TELECOP E

To: Alexis Nixon Date: June 1, 2005
Next Factors
From: Eric C. Zabicki
Fax No.: (201) 963-5526
Tel No.: (201) 659-0209 Re: Worldcom/MCI

Total number of pages transmitted, including cover sheet: __ 19

Dear Alexis:

Attached are copies of the exhibits which were to be annexed to the Worldcom
disclosures motion. Exhibit “A” was the list of known claims traders (I was going to transfer the
names listed in your April 8, 2005 letter to a chart). Exhibit “B"” was the schedules of Next's
claims. Exhibit “C” was the correspondence related to Worldcom’s threats.

Please let me know if you need anything else. Thanks.
Eric Zabicki

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED AS THE
RECIPIENT. IF YOU ARE NOT THE INTENDED RECIPIENT, AN EMPLOYEE OR AN AGENT RESPONSIBLE
TO DELIVER IT TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION
OR DISTRIBUTION OR COPYING OF THIS COMMUNICATION IS STRICILY PROHIBITED. IF YOU HAVE
RECEIVED THIS TRANSMISSION IN ERROR PLEASE NOTIFY US IMMEDIATELY BY TELEPHONE AND
DESTROY THE ORIGINAL TRANSMISSION. THANK YOU.
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Next Factors, inc.

72 Van Reipen Avenue

Suite 37

Jersey City, NJ 07306

Phone: (201) 659-0209
Aprii 8, 2005

Mr, Eric Zabickl, Esq.
Douglas J. Pick, P. C,
350 Fifth Avenue, Sulte 3000
New York, NY 10118-3099

Re:  WorldCom, Inc., et al. (the "Debtors")

Dear Mr. Zabickl:

Here is the informarion that you requested in your fax dated April 7. 2005, | have
inciuded ail of the claims held by Next Factors, both paid and unpaid. | have also
compiled 3 separate list of the claims that have not been paid.

in regards to the various claims traders, the list is quite long. The names that are typed
in bold text are claims traders that | have heard of and the others are names of
companies that ( found on the docket that also traded claims.

List of Claims Trader:

Allenwoad Capltat LLC

Amroc lnvestments

ASM Capital

Black Horsa Capital LP

Capital inveszors, LLC

Capital Markets

Citadel Equity Fund Ltd.

Contrarian Capital Trade Claims
Cantrarian Capital Trade Claims, LP
Contratian Funds, LLC

Contrarian Long Shore Master Fund Limited
Crystal Communication Inc.

D.k. Shaw Laminar Portfolios

D.t. Shaw Laminar Ponfolios, LLC

Debt Acquisition Company of America V, LLC
Debt Settlement Assaciates

Deutsche 8ank Securities

Drawbridge Investment Partners LLC
Drawbridge Special Opportunities Fund LP
H2Z Global Investments LLC

H2Z LLC

Hain Capital Group LLC

Heartland Telephone Company of iowa
Hines Louisiana Walker

Hudson Telegraph Associates LP
Kesington international

Liquidy Solutions
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Longacre Master Fund, Lud.
Mankato Citlzens Telephone Company
Merrill Lynch Pierce Fenner & Smith Incorporated
Mid-Communication, inc.

Moore Macro Fund LP.

Pericles Partners

Pericles Pyreners, LLC

Platinum Partners Value Arbitrage Fund, LP
Revenue Management

Satellite Senior income Fund, LLC

Sierra Liquldity Fund

Silver Oak Capital, LLC

Silver Point Capltal Offshore Fund Ltd.
Solomon Brothers Holding Company Inc.
SPCP Group LLC

Springfield Associates, LLC

Stark Event Trading Ltd.

Staro Asset Management

Til-Tek Antennas Inc.

Trade~Dabt.net

Travelers Casualty & Surety Company
Triage Capital Managemant

Triage Offshore Fund, Ltd.

Yark Capital Management, LP

If you have any questions or need anything else, please call.

Next Factors, Inc.
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Next Factars, Inc.
72 Van Reipen Avenue
Suite 37
, Jersey City, NJ 07306
July 15, 2004 Phone: (201) 659-0209
uly 15,

: Dellvered via facsimile only (372 729-6431)
Mr. Marcus Parsons

MClI .

Network Procurement
2400 North Glenvilte
Richardson, Texas 75082

Re: WorldCom, Inc., ct af.
Dear Mr. Parsons:
| did not appreciate having an unannounced surreptitious third party listening to our
conversation of yesterday evening regarding the agreements you are requiring Next Facrors,
inc., to execute with regards to its claims against the above styled bankruptcy matter.

You failed to introduce the third party at the start of our conversation and (t wasn't until { heard
some rumbling in the background that | realized soma one eise was listening.

Getting back to the issue of having our attorney available for a conference call somatime this
afternoon, please be advised that we will only bring our attorney if the attorney for the above
mentioned Debtor is also in the conference call,

We suggest that whoever speaks with us Is proparly informed with the confirmed Plan as well as
Section 502 of the Federal Bankruptcy Rules.

We do not appreciate your threat to object to each one of Next Factors ¢laims if wa da not sign
additional blind releases unrelated to the confirmed Plan,

we hereby reserve all rights and remadies with respect ta such threat.

gkt Factors, Inc.

cc Eric Zabiceki, Esq., (212 695-6007)
Marcia L. Goldstein, Esq., (212 735-4819)
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Douglas J. Pick P.C.

ATTORNEYS ATLAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas J. Pick Facsimile: 212-695-6007 *We i
Eric C. Zabicki e-mail: dpick®picklaw.pet 175 Main Street, Suite 515
White P}g@m g Yok 0601
Counse! to the Firmy
"Joseph A. Scutieri TLong faland Office.
*james C. Kahn 170 Old Country Road
**Gerald Zisholtz Mineola, New York 11501
*» Stuart Zisholtz (516) 7412200
July 20, 2004
VIA TELEFAX
Marcia L. Goldstein, Esq,
Weil, Gotschal & Manges, LLP
767 Fifth Avenue
New York, New York 10153
Re: al:C -13533

Dear Ms. Goldstein:

Our office is counsel to Next Factors, Inc. (“Next Factors”), the assignee of
approximately twenty (20) claims in the above matter. Recently, Marcus Parsons of WorldCom,
Inc., et al. (the “Debtors™), advised Next Factors that it was required to execute certain “releases”
prior to any distribution being made on any of Next Factors' claims. Mr. Parsons further advised
Next Factors that, unless it executed the requested releases, the Debtors intended to object to
Next Factors’ claims. A letter confirming the same was forwarded to your attention by Next
Factors on July 185, 2004.

Next Factors has various concerns with regard to the requested releases, not the least of
which is the delay and expense associated with reviewing a multitude of releases with regard to
its claims. Also, the releases seem unecessary in light of the release and injunction provisions
provided for in the Debtors® Plan. Moreover, it does not appear that the Debtors’ demands are
authorized by any provision of the Plan, the Bankruptcy Code or any Bankruptcy Court Order.

As such, Next Factors would request that the Debtors withdraw their demands with

regard to the releases. Alternatively, please provide me with the basis upon which the Debtors
rely in demanding that Next Factors execute said releases.

81/01 sbed ‘WdB1:2L §0-i-unp £2009 S69 212 §X9Td Bnog :Ag jues



Your attention to this matter is greatly appreciated. Please feel free to call me to discuss
this matter.

Very truly yours,
e e

Eric C. Zabicki

cc: Santa Roman, Next Factors, Inc.

ELS) ¢ : - — e
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Douglas J. Pick P.C.

ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas J. Pick Faesimile: 212-695-6007 *Westchester Office
Eric C. Zabicki e-mail: dpick@picklaw.net 175 Main Street, Suite 515
White P%;iﬁg, %svi' aYO%ﬂt 10601
Counsel to the Elrim
*Joseph A, Seutierl ZLong Island Office.
*James C. Kahn 170 Old Countey Roa
*“Gerald Zisholtz Mineola, New York 11501
** Stuart Zisholtz (516) 741-2200
July 26, 2004
VIA TELEFAX

Marcia L. Goldstein, Esq.
Weil, Gotschal & Manges, LLP
767 Fifth Avenue

New York, New York 10153

Re:  WorldCom, Inc., et al; Case No. 02-13533 (ALG)
Dear Ms. Goldstein:

Asyou are aware, our office is counsel to Next Factors, Inc. (“Next Factors™) with regard
to the abave matter. On July 20, 2004, I had forwarded a letter to your attention with regard §o
your clicnts’ demand that Next Factors execute certain “releases” prior to any distributiqn being
made on any of Next Factors’ outstanding ¢laims. Since that time, | have exchanged voice

messages with Brian Benjet, Esq. whom apparently attempted to contact me in response to my
letter of July 20, 2004,

As 1 had advised your assistant late last week, and as [ advised Mr. Benjet in a voice .
message of this moming, I would like to speak to someone fram your office with regard to this
matter. | would appreciate it if you would contact me today to discuss these issues.

Very truly yours,
%—"‘ N 2&—

Eric C. Zabicki

cc: Santa Roman, Next Factors, Inc.

g4/24 8bed ‘Wd6iigh SO-1-unp {2009 <69 212 '301d Bnog :Ag 1uss



Douglas J. Pick P.C.

ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas J. Pick Facsimile: 212-695-6007 *Westchester Office
Eric C. Zabidd e-mail: dpické@picklaw net 175 Main Street, Suite 515
White Pwm, %ﬁ 8Ymowk 10601
e Fi
*Joseph A. Scutieri Sleng Island Office.
*James C. Kahn 170 Old Country Road
*Gerald Zisholtz Mineola, New York 11501
* Stueet Zisholtz (516) 741-2200
July 20, 2004
VIATELEFAX
Marcia L. Goldstein, Esq.
Weil, Gotschal & Manges, LLP
767 Fifth Avenue
New York, New York 10153
Re: al.: Case No, 02- LG

Dear Ms. Goldstein:
This letter will serve to amend my letter of this afternoon with regard to the above matter.

Next Factors, Inc. is the assignee of one-hundred-thirteen (113) claims against WorldC.om,'Mc,,
et al., rather than “approximately tweaty (20)" as indicated in my prior letter. [ apologize for any

inconvenience.

Very truly yours,
e R, D A
Eric C. Zabicki

cc:  Santa Roman, Next Factors, Inc.

gi/EL abey ‘WdB1:24 §O-L-unp 12009 69 212 %974 Bnog :Ag tues



Douglas J. Pick P.C.

ATTORNEYS ATLAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas J. Pick Facsimile: 212-695-6007 *Waestchegter Office
Eric C. Zabicki e-mall: dpick@pigklaw net 175 Main Straet, Suite 515
White %ﬁ' %ﬂ s\a%rk 10601
Counsel to the Firm
“Joseph A. Scutieri “Long Island Office
*)ames C, Kahn 170 Old Country Road
*Gerald Zisholtz Mineola, New York 11501
*» Stuart Zisholtz (516) 741-2200
August 9, 2004
VIA TELEFAX
Marcia L. Goldstein, Esq.
Weil, Gotschal & Manges, LLP
767 Fifth Avenue
New York, New York 10153
Rc: 0 etal; e -

Dear Ms. Galdstein:

As you are aware, our office is counsel to Next Factors, Inc. (“Next Factors”) with regard
to the above matter. As you may recall, there is an outstanding issue with regard to the Debtors’
demand that Next Factors execute certain “releases” prior to any distribution being made on any
of Next Factors’ outstanding claims. There is also an issue as to the Debtor’s apparently baseless
threat that, unless Next Factors executed the requested releases, the Debtors intended to object
and litigate all of Next Factors’ claims.

Upon your advice that MCI, Inc. is handling claims matters internally, [ have made
numerous attempts to contact Brian Benjet, Esq., both in writing and by telephone, to discuss
Next Factors’ outstanding claims. However, Mr, Benjet has not made any reciprocal efforts to
contact me. As such, [ would appreciate any assistance you could offer in resolving this matter.

Very truly yours,
—— L

Eric C. Zabicki

cc:  Santa Roman, Next Factors, Inc.
Brian Benjet, Esq.

81/v 9bed ‘Wd6L:Zh §O-1-unr {2009 $69 Zi2 %914 Bnog :Ag juss



Douglas J. Pick P.C.

ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118

Telephone: 212-695-6000

Douglas ]. Pick Facsimile: 212-695-6007 *West fflc
Eric C. Zabicki c-mail: dpick@picklaw,net 175 Main Street, Suite 515

White t‘{ané ;\éﬂ &%rk 10601
*Joseph A. Scutieri “Long Island Office.
*James C. Kahn 170 Old Country Raad
**Gerald Zisholtz Mineola, New York 11501
* Stuart Zisholtz (516) 741-2200

August 3, 2004

VIA TELEFAX

Brian Benjet, Esq.

MCI, [nc.

1133 19" Street NW
Washington, D.C. 20036

Re.  WorldCom, Inc., et al.; Case No. 02-13533 (ALG)
Claims of Next Fagtors, Inc.

Dear Mr. Benjet:

As you are aware, our office is counsel to Next Factors, Inc. (“Next Factors”) with regard
{0 the above matter, Since being separately advised hy Marcia Goldstein, Esq. and yourself that
MC], Inc. is handling claims matters intemnally, I have made numerous unsuccessful attempts to

contact you by tefephone to discuss Next Factors’ outstanding claims. T would appreciate it if
you would contact me today to discuss this matter.

Very truly yours,
q ;E o _—‘2 4 C
Eric C. Zabicki

¢¢:  Santa Roman, Next Factors, Inc.
Marcia Goldstein, Esq.

1 .
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Douglas J. Pick P.C.

ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas . Pick Facsimile: 212-695.6007 “Westcheslor Office
Bric C, Zabicki e-mail: dpick@picklaw.net 175 Main Street, Suite 515
“mnefgﬂﬁ£ﬁﬂ§£#loaﬂ
Counse] to the Fizm
*Joseph A. Scutieri “Long island Office
*Jarnes C. Kahn 170 Old Country Road
**Gerald Zisholtz Mineola, New York 11501
** Stuart Zisholtz (516) 741-2200
August 26, 2004
VIA TELEFAX
Brian Benjet, Esq.
MC], Inc.

1133 19® Street NW
Washington, D.C. 20036

Re:  WorldCom, Inc., et al.; Case No. 02-13533 (ALG)
Claims of Next Factors, Inc.

Dear Mr. Benjet:

As you are aware, our office is counsel to Next Factors, Inc. (“Next Factors”) with regard
to the above matter. As we had previously discussed, Next Factors has taken issue with the
Debtors’ demands that Next Factors execute “setticment agreements" in connection with certain
of Next Factors’ claims. I have further discussed this matter with Next Factors which has
advised me as follows:

Next Factors is not willing to consider any further settlement agreements with regard to
claims where the amount or classification is not in dispute. It seems that virtually all of the
proposed settlement agreements provided by the Debtors are “comfort” agreements in favor of
the Debtors. By way of example only, the Debtors recently provided Next Factors with a
proposed settlement agresment with regard to two claims originally held by Force Electronics
(Claim Nos. 4822 and 2361). There is no dispute as to the amount of these two claims however,
by way of the proposed settlement agrecment, the Debtors seek Next Factors’ consent 10 the
combination of the two claims into a single claim. Next Factors deems such action to be
unnecessary. The Debtors should simply pay the two claims in their undisputed amouats.
Similarly, and by way of further example only, the Debtors recently provided Next Factors with a
proposed settlement agreement with regard to a claim originally held by Crews Control (Claims
Nos. 2161 and 36238). Claim No. 36238 merely amended Claim No. 2161 and there is no
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dispute as to the amount of the amended claim. Again, the proposed settlement agreement seems
unnecessary since the amended claim superceded the originally filed claim. The Debtors should
simply make a distribution to Next Factors on the undisputed amount of the amended claim.

In light of the large amount of claims that it holds (approximately 70 unpaid claims),
Next Factors is not willing to bear the expense (i.c., attorneys’ fees and the like) and delay, nor to
establish a related precedent, associated with reviewing a multitude of settlement agreement
which do not serve any apparent purpose. The Debtors’ actions do not appear to be authorized
by any provision of the Plan, the Bankruptcy Code or any Bankruptcy Court Order, In the event
that there is a valid dispute being compromised which would ordinarily mandate an agreement
memorializing that compromise (i.e., the reduction of the amount of a claim), Next Factors
would be willing to consider a proposed settlement agreement and have done so with regard to
certain of its claims. However, where there is no dispute as to the amount, classification or some
other material matter, the Deblors should simply pay Next Factors claims in the ordinary course
without requiring the execution of a settlement agreement.

On a final note, Next Factors is taking very seriously the threat made by Marcus Parsons
that, unless Next Factors executes the requested settlement agreements, the Debtors intend to
“litigate™ all of Next Factors’ claims. Please confirm in writing that this is not the case and that
distribution on Next Factors’ claims are not being arbitrarily withheld as a result of the issues
concerning the settlement agreements.

Your attention to this matter is greatly appreciated. [ will be traveling from this aftenoon
until Monday, August 30, 2004, Please call me then if you wish to discuss this matter.

Very truly yours,

»

—_— =l
Eric C. Zabicki

cc:  Santa Roman, Next Factors, Inc.
Marcia Goldstein, Esq.
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Sent By: Doug Pick; 212 895 6007; Jun-1-05 12:20PM; Page 168/18

Douglas J. Pick P.C.
ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas . Pick Facsimile: 212-695-6007 *Westchuster Office
Eric C. Zabicki e-mail: dpick@pijcklaw.net 175 Main Street, Suite 513
White Pm %ﬁ%%rk 10601
Counsel to the Firm
*Joseph A. Scutieri ~Long Island Office.
*James C. Kahn 170 Old Country Road
=Gerald Zisholtz Mineola, New York 11501
* Stuart Zisholtz (516) 741-2200
September 14, 2004
VIATELEFAX
Brian Benjet, Esq.
MCI, Inc.

1133 19 Street NW
Washington, D.C. 20036

Re:  WorldCom, Inc., et al.; Case No. 02-13533 (ALG)
imy of N actors, Inc.

Dear Mr. Benjet:

As of today, I have not yet received any response to my letter of August 26, 2004 with
regard to the above matter. Next Factors, Inc. (‘Next Factors”) hereby renews its request that the
Debtors confirm, in writing, that Next Factors' refusal (o execute the claims agreements as
requested by the Debtors will not result in: (i) the “litigation” of all of Next Factors’ claims by
the Debtors (as threatened by Marcus Parsons); and/or (ii) the Debtors’ arbitrary retention or
delay of distributions on Next Factors' unpaid claims,

It would be greatly appreciated if you would respond to this letter promptly or make some
altempt to contact me to discuss this matter.

Very truly yours,
Eric C. Zabicki

cc: Santa Roman, Next Factors, Inc.
Marcia Goldstein, Esq.




Exhibit C
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Transcript of discussion between Douglas J. Pick and David O’ Donnell

Transcript of a discussion between Douglas J. Pick of Douglas J. Pick & Associates and David O'Donnell,
president of Next Factors, Inc. related to Worldcom, Inc., et al., 02-13533 (AJG) U.S. Bankruptcy Court
Southern District of New Y ork.

David: Eric said you wanted to talk about the MCI motion that we are planning where we want to bring up
conflicts and disparity of treatment.

Doug: Y ea, he showed me a copy of a motion he did.

David: Inwhich | think he did a great job on.

Doug: He did avery, very nice job. He did. But thisis all allegations not supported by anything.
David: What allegation is there?

Doug: The whole thing is based upon surmise. There is no proof of anything.

David: Well we didn't allege anything, we are asking for a Disclosure of Conflict.

Doug: Yea, but the way thisiswritten, as| recal, and | read it. There are certainly alegations being made that
conflicts existed between multiple professiona law firms.

David: We said that there "might be", and we would like to know for sure.
Doug: | know, | hear you.

David: | think the court should know. Also there has been very incorrect... the treatment of Next Factors hasn't
been right. They threatened us.

Doug: Well I understand, and | read these papers and | know the judge well enough, you don't make accusations
against Weil Gotshal and the others, that somehow, someway, they had this secret agenda with various
investment houses. So asto direct, which | think isyour issue, if | recall correctly. To direct the trading of
claims to these investment houses.

David: No, no. | dont think there is anything along those linesin there.
Doug: Isn't that what you are alleging? Isn't that what your basis behind this motion is?

David: No, we just want to know what their processis for determining distributions on claims. Which | think we
are entitled to know, any creditor should be entitled to know what claims were allowed and what claims were
paid and when they were paid. | think the court is supposed to be an open book and we are entitled to know. At
the same time | am asking for that information, and | think part of the process is that they are improperly
handling Next in terms of trying to extort settlements and releases, which | am not sure why they would need
releases from Next Factors other than, the only other thing | can think of is that, we weren't one of the claims
traders who was a beneficiary of that inter-creditor agreement.

Doug: | disagree with you. | read these papers, it definitely alleges potential conflicts of interest that exists
between the various professional firms and the hedge funds. And that they have some kind of secret agenda
between them.

David: Thereis no alegation of a secret agenda. And we are suggesting that there could be conflicts and we
want them to update and disclose. If there is none, great.



©CoOoO~NOOOA~WNDNLPRE

ol
(S}

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33

35
36
37
38
39
40
41
42
43

45
46
47
48
49
50
51
52
53

Transcript of discussion between Douglas J. Pick and David O’ Donnell

Doug: Well, you cant just say that. In the papers you are clearly making that allegation and you can't just walk
into to court and say, "well if there are none, just tell usthere are none." It isjust the way the papers are
phrased? No. Y ou have nothing to support it other than "surmise and a gut-feeling and what is right, and what is
wrong."

David: What have they disclosed so far?

Doug: It doesn't matter what they have disclosed or not disclosed, David. What | am telling you is, that the way
the papers are drafted, it creates a scenario of an accusation based on surmise.

David: | don't see how there is an accusation there when what we are saying is...well there is an accusation, the
accusation is, is they are not handling the distribution on claimsto Next appropriately, including, | guess an
element of extortion.

Doug: Okay, the element of extortion...

David: Which was when they threatened to object to all of claimsif we didn't sign thisrelease.

Doug: Those are negotiations. When you go to an element of extortion like that (we'll use your words). That's
settlement negotiations and they have aright to do that.

David: Up to apoint, | think they do, to apoint. | believe there is a phrase or aterm of art, "extortion of a
settlement™. | am not saying that they have hit that level in thisinstance. But you are not alowed to extort a
settlement from people.

Doug: They are not, they are telling you straight out, "Y ou don't want it? Walk!" "We will go litigate it, go
walk."

David: They can litigate it if they truly intend...you can't threaten to do something if they don't truly intend to do
it.

Doug: Why not?

David: Thet isillegal.

Doug: That is not illegal.

David: It isillega to threaten something if you don't intend to do it.

Doug: It isillega to threaten to put somebody in jail by an attorney. But | can come at you and say, "if you don't
do what | am saying...."

David: You are threatening a lawsuit.
Doug: "l am going to sue you." Doneall the time.
David: Yea, you can check into that.

Doug: Yeal can. The same thing holds true when | say "I am going to kill you" It doesn't mean that | am going
to kill you.

David: You can't threaten to kill someone, it is definitely not allowed.

Doug: It'sdone dl thetime, "I see you, I'm going to kill you." Everyone knows it is not meant literally.
2
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David: My impression would be that's crossing the line. Anyway, | am not an attorney for these finer points. So
what | clearly allege that happened, and | don't think it is even disputed by the other side is that they made
threats regarding our claims and that they are taking too long and they are asking for releases that they are not
entitled to.

Doug: All I know isthat they've taken the posture, if | recall, talking to Eric, that said, "if you don't want to
settle fine, we just litigate everything. Litigate everything.

David: But they are not litigating everything.

Doug: No that'swhat they said, there is your threat. There is your extortion - I'll litigate everything.
David: Okay.

Doug: What's wrong with that?

David: | think that is not proper. But if....

Doug: So then you go for sanctions.

David: Well then, we are not even asking for sanctions. We are just asking the court to direct them to disclose
information. What their policy is. Because if thisis their policy for everybody, then that's fine.

Doug: It isjust not a proper vehicle for the relief that you seek, to take well respected law firms...
David: Who says that they are well respected?
Doug: They are.

David: If | recall correctly the Southern District of New Y ork found a situation where Weil Gotshal failed to
disclose their prior representation in the Ledlie Faye case. They paid a couple of million dollars for it.

Doug: And as aresult of that, they are now in the bottom of the barrel?
David: | didn't say that.
Doug: They are one of the most profitable law firms today.

David: Well profitable is another issue. That is something maybe for Elliot Spitzer to look at. That is not my
point.

Doug: They are.

David: But whether or not they are well respected... | will agree that they are respected and feared and that they
make lots of money. But | think that you would have to agree that there has been at least one situation where
they did not properly act in terms of disclosing conflicts.

Doug: And....what is the significance of a mistake in life? They got a chief bankruptcy Judge Brozman,
sanctioned. | know the case, everyone knows the case.

David: | thought Brozman was given high regard by other attorneys for that. | think that sanction was kind of
light because they only paid a fraction of the cost that the estate was damaged and they didn't give back any of
their additional fees. They didn't disgorge all of their fees.

3
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Doug: Then the judge doesn't think it was horrid as to sanction them further.

David: Further than that. Maybe it was the first time. These are details that | don't know. But | also wouldn't
hold the policing of other attorneys by other attorneys to any kind of standard to be respected. | think the police
do abetter job with an internal affairs department of policing other police officersand | know that there is great
statistics kept by police departments and the FBI of crimes committed by police officers. | know of nothing in
analogous in terms of attorneys.

Doug: Thereid! Y ou can check any one of us.

David: Bar Associations have nothing to do with criminal matters, it is civil type stuff and  it's membership in the
Bar. There isvery little teeth and there is also rules in place to protect all the attorneys involved. It is not a

public thing, it isnot a criminal action, it's really odd. | am not aware of any activity on the part of Barsin
anyway be analogous to the type of policing that is done of police forces.

Doug: You know, I'm not going to fight with you over it. Maybe you are right. Maybe lawyers should be better
policed...l don't know. | think they are, | think we are under tremendous scrutiny.

David: Well with Sarbanes-Oxley, it's has upped a notch. But that is more in the public company, you know
securities trading firms. | don't see anything in terms of the bankruptcy courts. | know many instances where

there is evidence of stuff that crossed (I would think) clearly the line in terms of 18 US Code Section 3057 and |
haven't seen US trustees involved or judges involved act on it. Maybe they have acted and | am just not aware of
investigations that are ongoing. | think | am entitled to the information anyway, to have them state their policy.
They are not telling me directly what their policy is. So we are asking the court to tell uswhat their policy is.  As
far as the conflicts go. | aminvolved in the bankruptcy industry and going to conferences and | get a feeling for
how claims are paid to other claims traders. In fact, | used to work for Bear Stearns.

Doug: | know that.

David: And | also worked for a hedge fund. And, | know other people. | get afeeling for how thingsare, so it is
not like | am some Al Sharpten coming out of nowhere. Or someone coming in and saying "Oh you guys are
doing such and such”. | have been involved in the industry and | know that there are alot of by-side distressed
players who hire attorneys. | just like them to do a conflict check. Infact, | aminvolved in a case where debtor's
counsel was representing a debtor and concurrently the senior lender, the secured lender, the largest equity
holder and the claims trader that bought the majority of claims in the case, a competitor of mine, who was the
first one buying claims in the case. And they were buying things before sales information was disclosed on the
docket. So | don't know how they got the information. So there are situations where there might be questions of
disclosure, but | think you should view this more as something which Next Factorsis going to be asking in

many cases, up front, where we are going to say, "hey we want you to update your conflict check”. At each time
where we think there are problems. Thisisn't just, "I'm picking on  Well Gotshal," | mean that would be silly. If
you want me to give you some other districts where Next Factors has issues where we've pointed out conflict
issues. | could let you know that. Thisisn't out of the blue, thisisthe largest bankruptcy case ever. Isn't it in US
World Com?

Doug: Yes.

David: You know, it isahuge case. | think we are entitled to this information. If the judge doesn't want to give it
to me, that isfine, but | think the business community would be interested in knowing why the judge doesn't
want the lawyers to update their conflict checks. Thisis going to be news or it is not going to be news. The only
way it is not going to be newsisif they update their checks and there is no problems. If the judge doesn't allow
it, it is going to be news. If | have to jump through many different hoops before the conflict disclosure is made,
it is going to be news. Between you and me, maybe | aready have some communications with Elliott Spitzer's

4
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office. It isabig animal. But what | am asking for, | think isvery straight forward. Now if you think we should
tweak the language in some way, | would be amenable to consider that. But | want to ask for that information.

Doug: | am very uncomfortable. | read the motion, | didn't like the motion. | understood the motion. But | think
the allegations are allegations, they are not based upon any facts. Thereisno....

David: I'm not sure what allegation you are talking about?

Doug: | amlooking for a memo, I'm looking for a smoking gun, | am looking for something more than, "1 want
you guysto do a conflict search and tell meif there is anything inappropriate in your dealings with these hedge
funds.”

David: You are saying that | am looking for a memo?

Doug: No, | said | am looking for amemo. | want something that supports these papers.

David: Well, what is there to support? If we are asking them to update their conflict check?

Doug: We are not in a position to take that position, or ask anyone to update their conflicts check.

David: No oneis allowed to ask attorneys to update their conflicts checks?

Doug: No, that isinternal. You do your own conflicts check. And if turns out there is a problem, the judge will
addressit. But | have no right to go to a Well Gotshal, Piper Rudnick...

David: Can you send me a memo that explains what either case law or statutes prohibits one party from asking
that the court ask othersto do. | thought...my overal impression of bankruptcy is that everyone is essentially
entitled to information.

Doug: You disclose. That isinternal, you disclose internally.

David: The responsbility is on the attorneys to disclose to the court.

Doug: That'sright.

David: Okay. | could understand it. But | don't understand how one party can't ...

Doug: ...ask another party to disclose more?

David: No, welll want to update. Here is the issue. There are over fifty claims buyers. A lot of timesthe claims
buyers will be - you know - "X Z claims buying”, but they are actually owned by, let's say, by Bear Stearns,
Bear Stearns Government Securities or Oppenheimer or Amrock or whatever. So, it might be possible that the
professionals did conflict checks at the start of the case and then there were fifty claims traders and they weren't
aware that there was a claims trader who came in. But that is one reason why the conflicts check might be out of
date. Another reason could be that there could be funds that are buying under different names. So maybe there is
aprocess that needs to be done generally where if a fund hires attorneys and then they start buying under
another name, they need to update their attorneys as to the other names that they are buying under. Maybe it is
not the responsibility of the attorney to guess or to know stuff that they don't know. But it is an issue.

Doug: Yea, it could be an issue. But the way you address it is not the way it is being addressed here.

David: Why do you say that?

Doug: Because we have no right to tell Weil Gotshal how to improve internd .....
5
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David: We are not telling Well Gotshal how to do it. We are asking the court to direct attorneysto update their
conflict checks. Which is something they were supposed to have done anyway.

Doug: It doesn't matter. That isinternal. No outside counsel has theright....

David: It isnot internal.

Doug: It isinternal.

David: It isdisclosed publically to the court.

Doug: Internally it isdisclosed publically to the court. That is the attorneys on-the-job has to do his conflicts
check and submit an affidavit. If the affidavit is ultimately proved inaccurate or wrong, you can get sanctioned.
But it is not my job to go toWeil Gotshal and say, "'l want you to tell me..."

David: It is not your job and I am not suggesting that you do it.

Doug: Well, | read that in these papers.

David: Next Factors is asking the Court to do it.

Doug: Well | am counsal.

David: Right.

Doug: And if my name is put on these papers, it's me, suggesting to you as counsel that you are correct in the
request that you are making of the court to intervene to that issue.

David: If there is some basisin fact or law for us to ask the court for the relief.

Doug: That'sright. | don't think there is any basisin fact or law to ask for the relief.

David: Then give me amemo to that effect.

Doug: Yea, | don't mind.

David: Because that memo is going to be read by many.

Doug: | don't care, | redly don't care.

David: | think the easiest way out.

Doug: I'm not looking for an easy way out.

David: Well, the easiest way out is to have this motion filed. If you want to generate me a memo that is going to
try to explain why in fact or law ....I've sort of been in the industry for awhile, and | could probably turn on my
computer and point out a number of cases where there is people, creditors, committees, mad that the Chinese
Wall was insufficient in another firm, you know because they might of been buying the debt. I've seen orders
where the court says that anyone who is buying or selling stock of the bankrupted company is restricted or have
to get approval first. | mean I've seen things that go way outside the bounds. The only difference | see hereis

that, what is involved is other attorneys and it sort of has that flavor of one attorney protecting or not wanting to
be seen as interfering with other attorneys ways of making money without regard what might be involved in the

6
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process. If you want to talk more tomorrow, | know it is the end of the day today...I am going to get the
information one way or another.

Doug: Why don't you take our papers and give it another law firm. | mean, you do like the papers. | don't mind,
just change the name.

David: What is your concern?
Doug: | don' like the accusations being made. | don't want to put our name to this set of papers.

David: Okay, I'm not sure, | haven't seen one accusation. Y ou are saying that our asking for the information is
an accusation? | don't see that as an accusation.

Doug: Let me ask you a different question. We're not the only lawyers, right? 1 mean you do like the set of
papers, right? So we have ghost-written papers for someone else. What is wrong with that? Y ou could probably
convince another lawyer to take these papers and submit it. Y ou are very good at the art of persuasion.

David: Well if you want to spend your time finding a lawyer...

Doug: No. I am not going to spend my time finding a lawyer.

David: Well do you think | am going to spend my time doing it?

Doug: Well, | don't care. | amjust telling you | don't approve....

David: Well you should care.

Doug: | don't understand that point at all. | do care. That iswhy | am saying we are not signing these papers. |
do care.

David: | think you are making things harder for yourself.

Doug: | don't see how, | don't see how | am making things harder for myself. Sorry, if you could explain that to
me, I'm al ears.

David: | am entitled to this information, do you doubt | am entitled to make the request of the court to have
people update their conflict checks?

Doug: Yes.
David: Y ou doubt that.
Doug: Yes.

David: Okay, | guess you are going to do amemo to that effect. Y ou are aware of situations where committee
members have sought motions regarding chinese walls existing at other committee members?

Doug: That is because they know for afact of a conflict. Not because they believe or sense....
David: I've seen it where there are no facts presented.
Doug: Sorry. I've never seen a paper that is based on innuendo and surmise.

David: What innuendo am | speaking....
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Doug: It isfilled with innuendo.

David: So, | think | understand you and if I show you one firm who has bought claimsin the case and is not
currently on one of the professional's conflict checks.

Doug: I'm sorry, you lost me. One firm that has bought claims .....
David: If | show you one claims buyer, who bought claims at atime in the MCI case, when they weren't on an

attorneys conflict check and | can also show you that this attorney appeared for that same buyer or their affiliate
concurrently in another case, i.e. they are accepting money from them, then you have no problem with these

papers.

Doug: No, you are wrong because you have got to show me that the claims buyer paid them money to represent
them in the case. A guy out there, a claims buyer who buys claimsin a hundred cases is not going to disqualify
Weil Gotshal from a hundred cases. Because Weil Gotshal represented them in one matter. | don't buy that. If in
World Com you can show me that one of the claims buyers, hedge fund, had a relationship and was paid in the
relationship in the World Com matter and that wasn't disclosed, that's different.

David: In the World Com métter, in the World com ...that is not what a conflict check is about.

Doug: Inthis particular case...

David: The conflict is if they are accepting money from a party in the current case related to other work in
another case.

Doug: Well I'm sorry | don't see your argument.

David: You've never seen that in a conflict check? Y ou are not aware that a conflict check refers to whether or
not there is arelationship with a party in the current case somewhere else. Y ou think it would only be if they
were also representing a creditor in the same case?

Doug: | am well aware of conflict checks. We do it here. Also, | will surprise you by telling you that we've been
doing it for twenty-five years and we haven't been doing it for twenty-five days. | am telling you now, I've read
these papers and it isfilled ....there is no way on God's green earth that | am going to sign this.

David: | just told you, | could present to you what sounds like you need. If | give you that evidence, you are
ready to file these papers?

Doug: No, | am not.

David: Why?

Doug: Because you and | have a difference of opinion with respect to the law and the facts.

David: No, no, | thought | just gave you what you asked for! Y ou said that it is based on innuendo. Y ou have
two questions to answer then, why you won' file it as is, and why you wont file it if it is no longer innuendo
and | give you facts.

Doug: Do you have another law firm that you deal with?

David: No, not in New Y ork, not for New Y ork matters. | have for Delaware, California, Texas and Florida. No
one elsein New York. So | will look forward to that memo covering the two incidents. Because we are talking

8
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about “asis’, and then aso if | gave you actual evidence. right, so | will look forward to getting that memo or if
you want to tell me again tomorrow, either way.

Doug: Y ou want a memo that you will pay us for, saying that we have no right to conduct an internal conflicts
check.

David: No not you. That is not a memo for you giving an explanation to yourself of something.

Doug: I'm not giving an explanation to myself.

David: This motion needs to be filed.

Doug: We are not filing it.

David: If you are going to give some reason that is not filed, that is up to you. But | think you need to explain
why you are not filing it and | also offered to give you what you said you needed. Y ou said you need "X" and |
said | would give you "X" and you said you till wouldn't file it after getting "X".

Doug: David, let me say it differently, "1 will not put my name on these set of papers, | will not."

David: | am not asking you to put your name on it.

Doug: Well, what are you asking me? Are you asking Eric to put his name on it?

David: Eric has hisname on it.

Doug: Oh, so you are asking Eric to put hisname on it?

David: Eric'snameisoniit.

Doug: So you are asking Eric to sign it?

David: Eric isready to sign it and the only reason why he isn't is because you said you didn't want it done.

Doug: Okay let me say, "I will not authorize Eric to sign these papers, | will not give him my permission, | will
not"

David: You know, | think you are making things difficult for yourself, but you are going to need to explain why
asking for attorneysto update their conflicts.

Doug: No, theissue....

David: It isnot in fact or law. And also when you said you couldn't do it because there is no evidence, and if |
gave you the evidence that you still wouldn't do it.

Doug: You and | read it differently.

David: | aso gave you the opportunity to go to the point to find out which words, which specific language you
didn't like, and you declined.

Doug: | appreciate it. We are not going to sign this.

David: | think you are making things very difficult for yourself and we will see how things go.

9
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Doug: Okay.

David: But | think the ball is still in your court.

Doug: Nope, I'm telling you now, honestly...

David: You need to start covering the bases for yourself, because you are venturing out here.
Doug: Are you threatening us?

David: Excuse me? Threatening what?

Doug: Me.

David: With what?

Doug: | don't know?

David: Not that | am aware of.

Doug: Okay, maybe | just misheard what you were saying.

David: No, I'mtelling you that you need to cover the bases for yourself.
Doug: Okay, we are very careful on conflict checks, very careful.

David: Good. I'm not referring to conflict checks, | am referring to making sure that the actions you take are for
your client and not to protect other attorneys.

Doug: We don't protect other....

David: If you recall, | think there was an issue which caused you to decline to perform actionsin the Footstar
case, which in aletter advising you, you know talking about that issue, went to you. And you saw that
correspondence, right?

Doug: I will tell you this David...

David: So thislooks like another instance....

Doug: Then David fire me!

David: No, no. Thislooks like another instance....

Doug: No. Because | amtired of it. | have told you before and | will tell you again. There are no strings attached
to my arms and there are no strings attached to my legs.

David: Especialy when you want to protect opposing counsel.
Doug: Do you think we are trying to protect Well Gotshal because they need our protection!
David: | didn't say Well Gotshal, by the way. How many professionals, there are like a dozen of them.

Doug: Okay, you think a dozen law firms out there with lawyers of fifty or more need our protection? Fine. If
that is what you want to believe, fine. That we are protecting them, fine.

10



Transcript of discussion between Douglas J. Pick and David O’ Donnell

1
2 David: That isthe way it looks.
3
4 Doug: Okay, it iswhat it is. | can't change me.
5
6 David: That'stheway I think it will look to your average American, is the same way.
7
8  Doug: Okay, then that's the way it looks.
9
10 David: Okay, well | am glad we are in agreement on that.
11
12 Doug: Alright.
13
14  David: Tak to you later.
15

16  Doug: Okay, bye.

11
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Network Proct - ument
2400 North Gle:: e
Richardson, TX 082

July 7, 2004
CONFIDENTIAL
VIA FEDERAL EXPRESS

Next Factors, Inc.
880 Bergen Ave
Suite 900

Jersey, NJ 07306

Re: Schedule Number(s)229041520, 295725, 361145/Claim Number(s) 4822 and 2361

Dear Ms. Santa Roman:

On behalf of MC, Inc., fik/a WorldCom, Inc., its subsidiaries and affiliates (collectively,
“MCI"), | am acknowledging that Force Electronics (“Force”) has filed a claim(s) in the Bankruptcy
Case (as defined below) and/or that MCI has scheduled an amount(s) owed to Force in the
Bankruptcy Case (as defined below). Force sold/transferred/assigned its claim(s) and/or scheduled
amount(s) to Next Factors, Inc. ("Next Factors”). The aforementioned claim(s) and/or amount(s) are
hereinafter referred to collectively as “Next Factor's Claim(s).”

This letter agreement (this “Agreement”) confirms that Next Factor and MCI have agreed to
fix the amount and classification of Next Factor’s Claim(s). Collectively, MCI and Next Factor will be
referred to herein as the “Parties.” This Agreement sets fort the terms and conditions of the Parties’
agreement to fix Next Factor's Claim(s).

On July 21, 2002 and November 8, 2002, MCI, and certain of its direct and indirect
subsidiaries and affiliates, commenced cases under chapter 11 of title 11 of the United States
Code in the United States Bankruptcy Court for the Southern District of New York, |n re:
WorldCom, Inc., etal." On October 31, 2003, the Court in the Bankruptcy Case entered an order
confirming the Debtors’ Modified Second Amended Joint Plan of Reorganization Under Chapter
11 of the Bankruptcy Code (the “Plan of Reorganization”).

In consideration of the mutual promises set forth in this Agreement, the Parties agree that
Next Factor shall have in the Bankruptcy Case an allowed class _4_ claim as defined in the Plan
of Reorganization in the amount of $35,332.42 (the “Revised Scheduled Claim”). MCI will pay the
Revised Scheduled Claim in accordance with the Plan of Reorganization.

Except as set forth in this Agreement, Next Factor, its predecessors, successors,
parents, assigns, liens, agents and attorneys, agree to release and discharge MCI, its
predecessars, successors and assigns from all actions, causes of action, claims (whether
scheduled or filed), suits, debts, damages, judgments and demands whatsoever, whether now
known or unknown, whether before a local, state or federal court or state of federal administrative
agency or commission arising out of or related to any acts or omissions of MC! occurring prior to
the date that Next Factor executes this Agreement.

' All of the Petitions filed on behalf of MCI are being jointly administered under Case No. 02-
13533-ajg (collectively, the “Bankruptcy Case”).



CONFIDENTIAL

Santa Roman
July 7, 2004
Page 2

This Agreement is the result of a compromise and is not to be construed as an admission
by MCI of any liability or wrongdoing. Indeed, MCI expressly denies any such liability,
wrongdoing or responsibility.

This Agreement shall be binding upon the Parties thereto, their predecessors,
successors, parents, subsidiaries, affiliates, assigns, agents, directors, officers, employees, and
shareholders. Each of the signatories of this Agreement represents and warrants that he or she
is authorized to execute this Agreement and to bind the Parties thereto,

The laws of the State of New York shall govern this Agreement, irrespective of its choice
of law rules.

The Parties acknowledge that they have had the opportunity to consult with legal counsel
of their choosing prior to entering into this Agreement, and that they enter this Agreement freely v
and voluntarily. Please sign below indicating your assent to this Agreement.

Next Factor, Inc.

Signature:

Printed Name:

Title:

Date:

MCI, Inc.

Signature:

Printed Name: Beckie Hoyt

Title: Sr._Sourcing Specialist

Date:
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212 895 6007; Jul-20-04 15:39; Page 1-3

Douglas J. Pick, P.C.
Counselors At Law
350 FIFTH AVENUE, SUITE 3000
NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
FAX: 212-695-6007

TELECOPIER COVER SHEET
To: Marcia L. Goldstein, Esq. Date: July 20, 2004
Weil Gotschal & Manges
Fax No.: (212) 310-8007 From: Eric C. Zabicki
cc: Santa Roman Re: WorldCom

Next Factors
FaxNo.  (201)963-5526

Total number of pages transmitted, including cover sheet: 3

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED AS TIHE RECIPIENT.
IF YOU ARE NOT THE INTENDED RECIPIENT, AN EMPLOYEE OR AN AGENT RESPONSIBLE TO DELIVER IT
TO THE INTENDED RECIPIENT, YOUARE HEREBY NOTIFIED THAT ANY DISSEMINATION OR DISTRIBUTION
OR COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. [F YOU HAVE RECEIVED THIS
TRANSMISSION IN ERROR PLEASE NOTIFY USIMMEDIATELY BY TELFEPHONE AND DESTROY THE ORIGINAL

TRANSMISSION. THANK YOU,



e aye wwuy raun, 212 895 8007; Jul-20-04 15:3a;
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— s <t At ol 4 — — Page 2 3
Douglas J. Pick P.C.
ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas J. Pick Facsimile: 212-695-6007 *Westchester Qffics
Eric C. Zabicki e-mail: dpick@pickiaw.net 175 Main Strewt, Suite 515
White Plsim.rfw drk 10601
“foseph A, Scutier ZLopg Ixland Qlfice.
“James C. Kahn 170 Qld Country Road
*Gerald Zisholtz Mineola, New York 11501
** Stuart Zisholtz (516) 741-2200
July 20, 2004
VIA TELEFAX

Marcia L. Goldstein, Esq.

Weil, Gotschal & Manges, LLP
767 Fifth Avenue

New York, New York 10153

Re:  WorldCom. Inc., ¢t gl: Case No. 02-13533 (ALG)
Dear Ms. Goldstein;

Our office is counsel to Next Factors, Inc. (“Next Factors™), the assignee of
approximately twenty (20) claims in the above matter. Recently, Marcus Parsons of WorldCom,
Inc., et al. (the “Debtors”), advised Next Fuctors that it was required to execute certain “releascs”
prior to any distribution being made on any of Next factors’ claims. Mr. Parsons further advised
Next Factors that, unless it executed the requested releases, the Debtors intended to object to
Next Factors’ claims. A letter confirming the same was forwarded to your attention by Next
Factors on July 15, 2004.

Next Factors has various concerns with regard to the requested releases, not the least of
which is the delay and expense associated with reviewing a multitude of rcleases with regard to
its claims. Also, the releases seer unecessary in light of the release and injunction provisions
provided for in the Debtors' Plan. Moreover, it docs not appear that the Debtors’ demands are
authorized by any provision of the Plan, the Bankruptcy Code or any Bankruptcy Court Order.

As such, Next Factors would request that the Debtors withdraw their demands with
regard to the releases. Alternatively, please provide me with the basis upon which the Debtors
rely in demanding that Next Factors execute said releases.



Sent By: Doug Pick;
Bhall i g 5 212 895 B007; Jul-20-04 15:33; Page i 3

Your attention to this matter is greatly appreciated. Please fecl free to call me to discuss
this matter.

Very truly yours,
t-_":-—t R, \."';Z :e ,.—--—- .
Eric C. Zabicki

¢c:  Santa Roman, Next Factors, Inc.



Sent By: Doug Pick; 212 695 6007; Jul-20-04 15:24; Page ' -3

Douglas J. Pick, P.C.
Counselors At Law
350 FIFTH AVENUE, SUITE 3000
NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
FAX: 212-695-6007

TELECOPIER COVER SHEET
To: Marcia L. Goldstein, Esq. Date: July 20, 2004
Weil Gotschal & Manges
FaxNo.: (212) 735-4919 From: Eric C. Zabicki
cc: Santa Roman Re: WorldCom

Next Factors
Fax No.: (201) 963-5526

Total number of pages transmitted, including cover sheet: 3

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FOR THE USE OF THE INDIVIDUAL ORENTITY NAMED AS THE RECIPIENT.
IF YOU ARE NOT THE INTENDED RECIPIENT, AN EMPLOYEE OR AN AGENT RESPONSIBLE TO DELIVERIT
TOTHEINTENDED RECIPIENT, YOUARE HEREBY NOTIFIED THAT ANY DISSEMINATION OR DISTRIBUTION
OR COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. IF YOU HAVE RECEIVED THIS
TRANSMISSION IN ERROR PLEASENOTIFY US IMMEDIATELY BY TELEPHONE AND DESTROY THE ORIGINAL

TRANSMISSION. THANK YOU.
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Douglas J. Pick P.C.

ATTORNEYS AT LAW
350 Fifth Avenue, Suite 3000
New York, New York 10118

Telephone: 212-695-6000

Douglas J. Pick Facsimile: 212-695-6007 *Westchester Office
Eric C. Zabicki e-mail: dpick@picklaw.net 175 Main Stecet, Suite 515

Whie P gy
Coungef tg the flrm
“Joseph A. Scutleri ZLong laland Office.
“James C. Kahn 170 Old Country Road
**Gerald Zigholtz Mineols, New York 1150}
* Stuart Zisholtz (516) 741-2200

July 20, 2004

VIA TELEFAX

Marcia L. Goldstein, Esq.
Weil, Gotschal & Manges, LLP
767 Fifth Avenue

New York, New York 10153

Re:  WorldCom. Inc.. et al.; Case No. 02-13333 (ALG)
Dear Ms. Goldstein:

Our office is counsel (o Next Factors, Inc. (“Next Factors”), the assignee of
approximately twenty (20) claims in the above matter. Recently, Marcus Parsons of WorldCom,
Inc., er al. (the “Debtors™), advised Next Factors that it was required to execute certain “releases”
prior to any distribution being made on any of Next Factors’ claims. Mr. Parsons further advised
Next Factors that, unless it executed the requested releases, the Debtors intended to object to
Next Factors’ claims. A letter confirming the same was forwarded to your attention by Next
Factors on July 15, 2004,

Next Factors has various concems with regard to the requested releases, not the least of
which is the delay and expense associated with reviewing a multitude of releases with regard to
its claims. Also, the releases seem unecessary in light of the release and injunction provisions
provided for in the Debtors’ Plan. Moreover, it does not appear that the Debtors’ demands are
authorized by any provision of the Plan, the Bankruptcy Code or any Bankruptcy Court Order.

As such, Next Factors would request that the Debtors withdraw their demands with
regard 1o the releases. Alternatively, please provide me with the basis upon which the Debtors
rely in demanding that Next Factors execute said releases.



Sent By: Doug Pick; 212 895 6007; Jul-20-04 15:24; Page '3

Your attention to this matter is greatly appreciated. Please feel free to call me to discuss
this matter.

Very truly yours,
et T N A :-___' :
Eric C. Zabicki

cc: Santa Roman, Next Factors, Inc.



_Sent By: Doug Pick;

To:

Fax No.:
cc.
To:

Fax No.:

ccC:

Fax No.:

212 695 8007, Aug-26-04 11:54; Page -

Douglas J. Pick, P.C.
Counselors At Law
350 FIFTH AVENUE, SUITE 3000
NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
Fax: 212-695-6007

PIE

Brian Bejet, Esq.
MCI, Inc.
(202) 736-6320

Marcia L. Goldstein, Esq.

Weil Gotschal & Manges
(212) 310-8007

Santa Roman
Next Factors, Inc,
(201) 963-5526

RS T
Date: August 26, 2004
From: Eric C. Zabicki
Re: WorldCom

Total number of pages transmitted, including cover sheet: 3

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FORTHE USE OF THE INDIVIDUAL OR ENTITY NAMED AS THE RECIPIENT.
IF YOU ARE NOT THE INTENDED RECIPIENT, AN EMPLOYEE OR AN AGENT RESPONSIBLE TO DELIVERIT
TOTHE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION OR DISTRIBUTION
OR COPYING OF THIS COMMUNICATION IS STRICTLY PROHIBITED. [F YOU HAVE RECEIVED THIS
TRANSMISSION IN ERROR PLEASENQTIFY US IMMEDIATELY BY TELEPHONE AND DESTROY THE ORIGINAL

TRANSMISSION. THANK YOU,



‘sent 8y: Doug Pick; 212 895 6007; Aug-26-04 11:54; Page :

Douglas J. Pick P.C.
ATTORNEYS ATLAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Dt?uglas J. Pick Facsimile: 212-695-6007 *Westchestar Office
Eric C. Zabicki e-mail: dpick@picklaw.net 175 Main Steeet, Suite 515
White P%%Im, %ﬁ 8‘6%:1& 10601
Counsel t the Firmn
*Joseph A. Scutieri Long [y
:]a.mgs C. Kahn 170 Old Cour\try Road
*Gerald ;isholu Mineola, New York 11501
** Stuart Zisholtz (516) 741-2200
August 26, 2004
VIA TELEFAX
Brian Benjet, Esq.
MCI, Inc.

1133 19" Street NW
Washington, D.C. 20036

Re:  WorldCom, Inc., et al.; Case No. 02-13533 (ALG)
Claims of Next Factors, Inc

Dear Mr. Benjet:

As you are aware, our office is counse] to Next Factors, Inc. (“Next Factors”) with regard
to the above matter. As we had previously discussed, Next Factors has taken issue with the
Debtors’ demands that Next Factors exccute “settlement agreements” in connection with certain
of Next Factors’ claims. [ have further discussed this matter with Next Factors which has

advised me as follows:

Next Factors is not willing to consider any further settlement agreements with regard to
claims where the amount or classification is not in dispute. It seems that virtually all of the
proposed settlement agreements provided by the Debtors are “comfort” agreements in favor of
the Debtors. By way of example only, the Debtors recently provided Next Factors with a
proposed settlement agreement with regard to two claims originally held by Force Electronics
(Claim Nos. 4822 and 2361). There is no dispute as to the amount of these two claims however,
by way of the proposed settlement agreement, the Debtors seck Next Factors’ consent to the
combination of the two claims into a single claim. Next Factors deems such action to be
unnecessary. The Debtors should simply pay the two claims in their undisputed amounts.
Similarly, and by way of further example only, the Debtors recently provided Next FFactors with a
proposed settlement agreement with regard to a claim originally held by Crews Control (Claims
Nos. 2161 and 36238). Claim No. 36238 merely amended Claim No. 2161 and there is no



Sent By: Doug Pick; 212 895 6007; Aug-26-04 11:54; Page !

dispute as to t!ae amount of the amended claim. Again, the proposed settlement agreement scems
unnecessary since the amended claim superceded the originally filed claim. The Debtors should
simply make a distribution to Next Factors on the undisputed amount of the amended claim.

In light of the large amount of claims that it holds (approximately 70 unpaid claims),
Next Factors is not willing to bear the expense (i.c., attorneys’ fees and the like) and delay, nor to
establish a related precedent, associated with reviewing a multitude of settlement agreement
which do not serve any apparent purpose. The Debtors’ actions do not appear to be authorized
by any provision of the Plan, the Bankruptcy Code or any Bankruptcy Court Order. In the event
that there is a valid dispute being compromised which would ordinarily mandate an agreement
memorializing that compromise (i.c., the reduction of the amount of a claim), Next Factors
would be willing to consider a proposed settlement agreement and have done so with regard to
certain of its claims. However, where there is no dispute as to the amount, classification or some
other material matter, the Debtors should simply pay Next Factors claims in the ordinary course
without requiring the execution of a settlement agreement.

On a final note, Next Factors is taking very seriously the threat made by Marcus Parsons
that, unless Next Factors executes the requested settlement agreements, the Debtors intend to
“litigate” all of Next Factors’ claims. Please confirm in writing that this is not the case and that
distribution on Next Factors® claims are not being arbitrarily withheld as a result of the issues
concerning the settlement agreements.

Your attention to this matter is greatly appreciated. | will be traveling from this afternoon
until Monday, August 30, 2004. Please call me then if you wish to discuss this matter.

Very truly yours,

- -

Eric C. Zabicki

ce: Santa Roman, Next Factors, Inc.
Marcia Goldstein, Esq.



Sent By: Doug Pick; 212 695 6007, Aug-26-04 11:41; Page | 3

Douglas J. Pick P.C.
ATTORNEYS ATLAW
350 Fifth Avenue, Suite 3000
New York, New York 10118
Telephone: 212-695-6000
Douglas ). Pick Facsimile: 212-695-6007 Westchester Office
Eric C. Zabicki e-mail: dpickmpicklaw.pet 175 Main Street, Suite 515
White Pé \ﬂs), %%?{}o%”‘ 10601
Counsal fo the Firm
*Joseph A. Scuticri ZLonglsland Office
“James C. Kahn 170 Old Cauntry Road
**Gerald Zisholtz Mineola, New York 11501
** Stuart Zisholtz (516) 741-2200
August 26, 2004
VIA TELEFAX
Brian Benjet, Esq.
MCI, Ine,

1133 19* Street NW
Washington, D.C. 20036

Re:  WorldCom, Inc., et al.; Case No. 02-13533 (ALG)
Claims of Next Factors Ing.

Dear Mr. Benjet:

As you are aware, our office is counsel to Next Factors, Inc. (“Next Factors”) with regard
to the above matter. As we had previously discussed, Next Factors has taken issue with the
Debtors’ demands that Next Factors execute “settlement agreements” in connection with certain
of Next Factors® claims. I have further discussed this matter with Next Factors which has
advised me as follows:

Next Factors is not willing to consider any further settlement agreements with regard to
claims where the amount or classification is not in dispute. It seems that virtually all of the
proposed settlement agreements provided by the Debtors are “comfort” agreements in favor of
the Debtors. By way of example only, the Debtors recently provided Next Factors with a
proposed settlement agreement with regard to two claims originally held by Force Electronics
(Claim Nos. 4822 and 2361). There is no dispute as to the amount of these two claims however,
by way of the proposed settlement agreement, the Debtors seek Next Factors® consent to the
combination of the two claims into a single claim. Next Factors deems such action to be
unnecessary. The Debtors should simply pay the two claims in their undisputed amounts,
Similarly, and by way of further example only, the Debtors recently provided Next Factors with a
proposed settlement agreement with regard to a claim originally held by Crews Control (Claims
Nos. 2161 and 36238). Claim No. 36238 merely amended Claim No. 2161 and there is no
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dispute as to the amount of the amended claim. Again, the proposed settlement agreement seems
unnecessary since the amended claim superceded the originally filed claim. The Debtors should
simply make a distribution to Next Factors on the undisputed amount of the amended claim.

In light of the large amount of claims that it holds (approximately 70 unpaid claims),
Next Factors is not willing to bear the expense and delay, nor to establish a related precedent,
associated with reviewing a multitude of settlement agreement which do not serve any apparent
purpose. The Debtors’ actions do not appear to be authorized by any provision of the Plan, the
Bankruptcy Code or uny Bankruptcy Court Order. In the event that there is a valid dispute being
compromised which would ordinarily mandate an agreement memorializing that compromise
(i.e., the reduction of the amount of a claim), Next Factors would be willing to consider a
proposed scttlement agreement and have done so with regard to certain of its claims. However,
where there is no dispute as to the amount, classification or some other material matter, the
Debtors should simply pay Next Factors claims in the ordinary course without requiring the
execution of a settlement agreement.

On a final note, Next Factors is taking very seriously the threat made by Marcus Parsons
that, unless Next Factors executes the requested settlement agreements, the Debtors intend to
object to all of Next Factors’ claims. Please confirm in writing that this is not the case and that
distribution on Next Factors’ claims are not being arbitrarily withheld as a result of the issues
concerning the settlement agreements,

Your attention to this matter is greatly appreciated. I will be traveling from this afternoon
unti! Monday, August 30, 2004. Please call me then if you wish to discuss this matter.

Very truly yours,

Eric C. Zabicki

¢c:  Santa Roman, Next Factors, Inc.
Marcia Goldstein, Esq.



Sent By: Doug Pick; 212 695 8007; Aug-26-04 11:41; l_’_«ﬁe

Douglas J. Pick, P.C.

Counselors At Law
350 FIFTH AVENUE, SUITE 3000

NEW YORK, NEW YORK 10118-3099
TEL: 212-695-6000
FAX; 212-695-6007

IELECOPIER COVER SHEET

To: Santa Roman Date: August 26, 2004
Next Factors
From: Eric C. Zabicki
Fax No.: (201) 963-5526
Tel No.: (201) 6590209 Re: Warldcom

Total number of pages transmitted, including cover sheet: _3

Dear Santa;
Please review and immediately advise of any changes.

Eric Zabicki

CONFIDENTIAL

THIS MATERIAL CONTAINED IN THIS TRANSMISSION IS LEGALLY PRIVILEGED AND CONFIDENTIAL
INFORMATION INTENDED ONLY FOR THE USE OF THE INDIVIDUAL OR ENTITY NAMED AS THE
RECIPIENT. IF YOU ARE NOT THE INTENDED RECIPIENT. AN EMPLOYEE OR AN AGENT RESPONSIBLE
TO DELIVER IT TO THE INTENDED RECIPIENT, YOU ARE HEREBY NOTIFIED THAT ANY DISSEMINATION
OR DISTRIBUTION OR COPYING OF THIS COMMUNICATION IS STRICTLY PROAIBITED, IF YOU HAVE
RECEIVED THIS TRANSMISSION IN ERROR PLEASE NOTIFY US IMMEDIATELY BY TELEPHONE AND

DESTROY THE ORIGINAL TRANSMISSION, THANK YOU.
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Next Factors, Inc.

72 Van Reipen Avenue

Suite 37

Jersey City, NJ 07306

Phone: (201) 659-0209
July 15, 2004

Delivered via facsimile only (972 729-643"
Mr. Marcus Parsons
MCI
Network Procurement
2400 North Clenville
Richardson, Texas 75082

Re: WorldCom, Inc., et al.
Dear Mr. Parsans:
I did not appreciate having an unannounced surreptitious third party listening to ou
conversation of yesterday evening regarding the agreements you are requiring Next factor:

Inc., to execute with regards to its claims against the above styled bankruptcy matter.

You failed to introduce the third party at the start of our conversation and it wasn't until | hear:
some rumbling in the background that | realized some one else was listening.

Getting back to the issue of having our attorney available for a conference call sometime thi
afternoon, please be advised that we will only bring our attorney if the attorney for the abov:
mentioned Debtor is also in the conference call.

We suggest that whoever speaks with us is properly informed with the confirmed Plan as well &
Section 502 of the Federal Bankruptcy Rules.

We do not appreciate your threat to object to each one of Next Factors claims if we do not sig
additional blind releases unrelated to the confirmed Plan.

We hereby reserve all rights and remedies with respect to such threat.

" Sajta\Roman
t Factors, Inc.

cc Eric Zabicki, Esq., (212 695-6007)
Marcia L. Goldstein, Esq., (212 735-4919)
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Next Factors, inc.
72 Van Reipen Avenue
Suite 37
. Jarsey City, Nj 07306
Phone: (201) 659-0209
July 15,2004

. Dellvered via facsimiie only (972 729-6431)
Mr. Marcus Parsons
MO

Netwark Procurement
2400 North Glenville
Richardson, Texas 75032
Re:  WorldCom, Inc., ctal.

Dear Mr. farsons:

1 did not appi having an it third party listening to our
Conversation of yesterday evening reg g the agi ts you are g Next Factors,
inc., to exacute with regards fo Its claims against the above styind bankruptcy matter,

You failed to introduce tha third party at the start of our conversation and It wasn't undl { heard
some rumbling in the background that | reaiized some one else was listening,

Getting back 10 the Issue of having our artorney avallable for a conference call somesime this
afternoon, please be advised that we wilt only bring our attorney if the attomey for the above
mentioned Debrer Is also In the conference cail.

We suggest that whoavar spaaks with us Is Ppropedy infarmed with the canfiemed Plan as well as
Section 502 of the Federat Bankruptcy Rules.

We do not appreciate your threat to object to each one of Next Factars claims If we do not sign
additional blind releases unrefated to the confirmed Plan.

We hereby resarva all rights and remadies with respect to such threat.

cc: Eric Zabicki, Esq., (212 695-6097)
Marcla L, Coldsteln, £4q., (212 735-4919)
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KPMG to Pay $456 Million for Criminal Violations

IR-2005-83, Aug. 29, 2005

WASHINGTON — KPMG LLP (KPMG) has admitted to criminal wrongdoing and agreed to
pay $456 million in fines, restitution and penalties as part of an agreement to defer
prosecution of the firm, the Justice Department and the Internal Revenue Service announced
today.

In addition to the agreement, nine individuals—including six former KPMG partners and the
former deputy chairman of the firm—are being criminally prosecuted in relation to the multi-
billion dollar criminal tax fraud conspiracy. As alleged in a series of charging documents
unsealed today, the fraud relates to the design, marketing, and implementation of fraudulent
tax shelters.

In the largest criminal tax case ever filed, KPMG has admitted that it engaged in a fraud that
generated at least $11 billion dollars in phony tax losses which, according to court papers,
cost the United States at least $2.5 billion dollars in evaded taxes. In addition to KPMG's
former deputy chairman, the individuals indicted today include two former heads of KPMG’s
}_ax practice and a former tax partner in the New York, NY office of a prominent national law
irm.

“Corporate fraud has far-reaching consequences, both to the marketpiace and those whose
livelihoods depend on companies that maintain honest business practices,” said Attorney
General Alberto R. Gonzales. “Today's agreement requires KPMG to accept responsibility
and make amends for its criminal conduct while protecting innocent workers and others from
the consequences of a conviction. The stiff financial penalty announced today means that
the firm is paying for its conduct, while the guarantees of cooperation, oversight, and
meaningful reform will help to ensure that its future business is conducted with honesty and
integrity.”

The criminal information and indictment together allege that from 1996 through 2003, KPMG,
the nine indicted defendants and others conspired to defraud the IRS by designing,
marketing and implementing illegal tax shelters. The charging documents focus on four
shelters that the conspirators called FLIP, OPIS, BLIPS and SOS.

According to the charges, KPMG, the indicted individuals, and their co-conspirators
concocted tax shelter transactions—together with false and fraudulent factual scenarios to
support them—and targeted them to wealthy individuals who needed a minimum of $10 or
$20 million in tax losses so that they would pay fees that were

a percentage of the desired tax loss to KPMG, certain law firms, and others instead of paying
billions of dollars in taxes owed to the government. To further the scheme, KPMG, the
individual defendants, and their co-conspirators allegedly filed and caused to be filed false
and fraudulent tax returns that claimed phony tax losses.

KPMG also admitted that its personnel took specific deliberate steps to conceal the
existence of the shelters from the IRS by, among other things, failing to register the shelters
with the IRS as required by law; fraudulently concealing the shelter losses and income on tax
returns; and attempting to hide the shelters using sham attorney-client privilege claims.

The information and indictment allege that top leadership at KPMG made the decision to
approve and participate in shelters and issue KPMG opinion letters despite significant
warnings from KPMG tax experts and others throughout the development of the shelters and
at critical junctures that the shelters were close to frivolous and would not withstand IRS
scrutiny; that the representations required to made by the wealthy individuals were not
credible; and the consequences of going forward with the shelters—as well as failing to
register them—could include criminal investigation, among other things.

The agreement provides that prosecution of the criminal charge against KPMG will be
deferred untit Dec. 31, 2006 if specified conditions—including payment of the $456 million in
fines, restitution, and penalties—are met. The $456 million penalty includes: $100 million in
civil fines for failure to register the tax shelters with the IRS; $128 million in criminal fines
representing disgorgement of fees earned by KPMG on the four shelters; and $228 million in
criminal restitution representing lost taxes to the IRS as a result of KPMG's intransigence in
turning over documents and information to the IRS that caused the statute of limitations to
run. If KPMG has fully complied with all the terms of the deferred prosecution agreement at
the end of the deferral period, the government will dismiss the criminal information.



the end of the deferral period, the government will dismiss the criminal information.

To date, the IRS has collected more than $3.7 billion from taxpayers who voluntarily
participated in a parallel civil global settlement initiative called Son of Boss. The BLIPS and
SOS shelters are part of the Son of Boss family of tax shelters.

The agreement requires permanent restrictions on KPMG's tax practice, including the
termination of two practice areas, one of which provides tax advice to wealthy individuals;
and permanent adherence to higher tax practice standards regarding the issuance of certain
tax opinions and the preparation of tax returns. In addition, the agreement bans KPMG's
involvement with any pre-packaged tax products and restricts KPMG's acceptance of fees
not based on hourly rates. The agreement also requires KPMG to implement and maintain
an effective compliance and ethics program; to install an independent, government-
appointed monitor who will oversee KPMG’s compliance with the deferred prosecution
agreement for a three-year period; and its full and truthful cooperation in the pending criminal
investigation, including the voluntary provision of information and documents.

Richard Breeden, former Securities and Exchange Commission Chairman, has been
appointed to serve as the independent monitor. After his duties end, the IRS will monitor
KPMG's tax practice and adherence to elevated standards for two years.

Should KPMG violate the agreement, it may be prosecuted for the charged conspiracy, or
the government may extend the period of deferral and/or the monitorship.

“Today's actions demonstrate our resolve to hold accountable those who play fast and loose
with the tax code,” said IRS Commissioner Mark Everson. “At some point such conduct
passes from clever accounting and lawyering to theft from the people. We simply can't
tolerate flagrant abuse of the law and of professional obligations by tax practitioners,
particularly those associated with so-called blue chip firms like KPMG, that by virtue of their
prominence set the standard of conduct for others. Accountants and attorneys should be the
pillars of our system of taxation, not the architects of its circumvention.”

The nine individuals named in the indictment are:

* Jeffrey Stein, former Deputy Chairman of KPMG, former Vice Chairman of KPMG in charge
of Tax, and former KPMG tax partner;

+ John Lanning, former Vice Chairman of KPMG in charge of Tax, and former KPMG tax
partner;

+ Richard Smith, former Vice Chairman of KPMG in charge of Tax, a former leader of
KPMG's Washington National Tax, and former KPMG tax partner;

+ Jeffrey Eischeid, former head of KPMG's Innovative Strategies group and its Personal
Financial Planning Group, and former KPMG tax partner;

+ Philip Wiesner, former Partner-In-Charge of KPMG's Washington National Tax office and
former KPMG tax partner,;

+ John Larson, a former KPMG senior tax manager;

*» Robert Pfaff, a former KPMG tax partner;

* Raymond J. Ruble, a former tax partner in the New York, NY office of a prominent national
law firm; and

* Mark Watson, a former KPMG tax partner in its Washington National Tax office.

The indictment alleges that as part of the conspiracy to defraud the United States, KPMG,
the nine defendants and their co-conspirators prepared false and fraudulent documents—
including engagement letters, transactional documents, representation letters, and opinion
letters—to deceive the IRS if it should learn of the transactions. KPMG, the indicted
defendants and their co-conspirators are also charged with preparing false and fraudulent
representations that clients were required to make in order to obtain opinion letters from
KPMG and law firms-—including Ruble’s law firm—that purported to justify using the phony
tax shelter losses to offset income or gain.

The conspirators allegedly concealed from the IRS the fact that the opinion letters provided
by KPMG and the law firms were not independent and were instead prepared by entities
involved in the design, marketing and implementation of the shelters. Had the IRS known
this, the opinion letters would have been rendered worthless.

KPMG admitted that the opinion letters issued for the FLIP, OPIS, BLIPS and SOS shelters
were false and fraudulent in numerous respects, including false claims that transactions were
legitimate investments instead of tax shelters; and also false claims that clients were entering
into certain transactions making up the shelters for investment purpaoses or to diversify their
portfolios, when these actually served to disguise the shelters.

KPMG also admitted that the clients’ motivations were to get a tax loss, and with respect to
BLIPS, the opinion letters also included false claims about the duration of the transaction and
the clients’ motivation for terminating the transaction. According to the charges, BLIPS was
also based on false claims about the existence and investment purpose of a loan, when
these were in fact sham loans that had nothing to do with any investment, and at least one of
the banks never even funded the purported loans.

According to the charging documents, Smith, Eischeid, and others caused KPMG to provide
false, misleading and incomplete documents and testimony in response to a Senate
subpoena, which was delivered as part of an investigation into tax shelters being conducted
by the Senate Governmental Affairs Committee’s Permanent Subcommittee on
Investigations.



Investigations.

Assistant U.S. Attorneys Justin S. Weddle and Stanley J. Okula, Jr.—together with Special
Assistant U.S. Attorney and Tax Division Trial Attorney Kevin M. Downing—are in charge of
the prosecution. The investigation and prosecution are being supervised by Shirah Neiman,
Chief Counsel to the U.S. Attorney for the Southern District of New York.

For the IRS, the case was investigated by a team of special agents and revenue agents from
the agency’s criminal and civil divisions.

The individual defendants are scheduled to be arraigned by Judge Lewis Kaplan.
The charges contained in the indictment are merely accusations, and the defendants are
presumed innocent unless and until proven guilty.
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Excerp

ts From: Wickouski, Stephanie. Bankruptcy Crimes 2002. Washington, DC:

Beard Books, 2002

Page 3:

High profile bankruptcy cases have destroyed public confidence in the bankruptcy system.
In many cases, debtors discharge huge liabilities and emerge wealthy. The common

percept

ion isthat the systemis serioudly flawed, if not outright corrupt. Fraud is seen not

as the exception but asthe rule.

Pages 4-5:
In the past, the government would target certain predictable schemes for prosecution.
While these old schemes are still the subject of many investigations and indictments,

federal

prosecutors, in their recent focus on bankruptcy fraud, are also targeting conduct

that many lawyers might not even recognize as criminal. Consider the following example:

? adebtor's lawyer files a disclosure with the court which contains an incomplete
disclosure of the law firm's representation of other clients, some of which are creditors
in the case

Page 9:

The bankruptcy law was completely overhauled in 1978, after almost a decade of intensive
investigation and analysis. 1n 1970, Congress established the Commission on the
Bankruptcy Law of the United States (the Bankruptcy Commission), a federal commission
charged with rewriting the Bankruptcy Act. The Bankruptcy Commission issued its report
inJuly 1973. Initsreport, which was delivered to the president, Congress, and the chief
justice of the Supreme Court, the Bankruptcy Commission noted that in the first half of
the twentieth century, there were widespread abuses and corruption in the bankruptcy

system:

[ T]he administration of the bankruptcy law was characterized by serious abuses
and malpractices on the part of attorneys, receivers, trustees, appraisers,
custodians, auctioneers, and other persons and associations. [In 1929] the bulk of
the bankruptcy practice in New Y ork City was concentrated in the hands of
approximately 21 law firms. . . .Counsel for the petitioning creditors would
suggest that the court appoint a certain person as receiver, and the receiver would
then select counsel for the petitioning creditors as his attorney; thereafter the
process would continue when the recelver was elected or appointed trustee and
counsel for the petitioning creditors was chosen as his attorney. . . .These abuses
led to others and to conflicts; outright theft occurred. Twelve attorneys were
indicted; one absconded and then committed suicide; two pleaded guilty and
received jail sentences.10

10 Report of the Commission on the Bankruptcy Laws of the United States, H.R. Doc. 93-137, 93d Cong.,

1st Sess.

(App. Pt. 4-350-1).
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UNI TED STATES BANKRUPTCY COURT
SOUTHERN DI STRI CT OF NEW YORK
Case No. 02-13533

Inre

WORLDCOM INC., et al.,

Uni ted States Custom House
One Bow i ng Green
New Yor k, New York

Cct ober 15, 2003
10: 00 a. m

Bef or e:
HON. ARTHUR J. GONZALEZ

U S. Bankruptcy Judge

Conti nued hearing on confirmation
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APPEARANCES: (Continued)

LONENSTEI N & SANDLER, P.C.
Attorneys for New York State Conmobn
Retirenment Fund

65 Livingston Avenue

Rosel and, New Jersey 07068-1791

BY: M CHAEL S. ETKIN, ESQ

MORGAN LEW S & BOCKI US, LLP
Attorneys for Wells Fargo Bank
One Market, Spear Street Tower
San Franci sco, California 94105

BY: G LARRY ENGEL, ESQ

DOUGLAS J. PICK, ESQ
Attorney for Next Factors, Inc.
350 Fifth Avenue

New York, New York 10118
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175

there is unique reliance and prejudice to
these creditors. Well, | don't

under stand, your Honor. That is not a
defense to 1123 A 4. If that was the
case, what they are really arguing
believe is that these clains are legally
di fferent and shoul d be separately
classified if they are going to get
different treatnent.

So | don't want to go on too
long. | just wanted to highlight what
M. Lorenzen covered. | also rely on the
submi ssions that we made, your Honor

THE COURT: Thank you

The next objectant here is Next
Fact ors.

MR Pl CK Yes. Judge, | am
going to be nore brief than the last two
counsel .

THE COURT: First of all, there
is a standing objection on tine.

MR PICK Yes, sir. W have
recently been retained --

THE COURT: Use the m crophone,
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pl ease.

MR PICK VW have been
recently retained as counsel to Next
Factors and have been brought to speed as
of last night with respect to what is
going on with respect to these
pr oceedi ngs.

I have not seen the affidavit of
service that has been referred to by
debtors counsel as to when we have gotten
served. | would need to see that and see
when Next Factors was served and where
that was served, but it is their position
that they were not served with papers in
time so as to put in the appropriate
obj ect i on.

Wth respect to their
obj ections, judge, | amnot going to
repeat everything that has been said. The
primary objection that Next Factors has
falls in Section 1123 A 4 and their
concern about where the assets are com ng
fromthat are being paid over to certain

claimants of the class 6 clains. W woul d
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