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Robert J. Miller, Esq. (#013334) 
Bryce A. Suzuki, Esq. (#022721) 
BRYAN CAVE LLP 
Two North Central Avenue, Suite 2200 
Phoenix, Arizona  85004-4406 
Telephone:  (602) 364-7000 
Facsimile:   (602) 364-7070 
Internet: rjmiller@bryancave.com 
 bryce.suzuki@bryancave.com 
 
Counsel for the Rev Op Group  

 

IN THE UNITED STATES BANKRUPTCY COURT 

FOR THE DISTRICT OF ARIZONA 
 
In re: 

MORTGAGES LTD., 
 
   Debtor.  

In Proceedings Under Chapter 11 

Case No. 2:08-bk-07465-RJH 
 
EMERGENCY MOTION FOR ENTRY 
OF ORDER: (I) CONFIRMING 
WILLIAM HAWKINS REMAINS ON 
THE ML BOARD; (II) REQUIRING 
THE ML MANAGER TO: (1) 
RECTIFY ITS CORPORATE 
IRREGULARITIES; (2) PROVIDE AN 
ACCOUNTING; (3) ACKNOWLEDGE 
THE TRANSFERS OF NON-
TRANSFERRING INVESTORS’ 
INTERESTS IN NOTES; AND (III) 
GRANTING OTHER RELATED 
RELIEF 

Hearing Date:   Not Yet Set 
Hearing Time:  Not Yet Set 
 

 This Motion is filed by Rev Op investors who collectively hold approximately 

$58.4 million in Rev Op investments (collectively, the “Rev Op Group”).  This Motion 

was filed for a number of related reasons, most of which flow from the failure of the ML 

Manager to address the issues set forth in the Rev Op Group’s demand letter dated 

February 9, 2009, a true and correct copy of which is attached hereto as Exhibit “A” (the 
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“Demand Letter”).  This Motion has been filed on an emergency basis primarily because 

a majority of the ML Manager board members has taken it upon themselves (once again) 

to try and remove William Hawkins from the board – this time without seeking a court 

order approving same.  This Motion is supported by all of the pleadings in the ML 

board’s prior attempt to remove Mr. Hawkins, and in the related declaration of Mr. 

Hawkins filed under seal with the Court.  [DE #2561]  In further support of this Motion, 

the Rev Op Group submits as follows: 

1. The OIC’s plan was confirmed in May 2009, and the plan went effective in 

June 2009.  Mr. Hawkins has been the Rev Op Group’s designee sitting on the ML board 

since June 2009. 

2. The ML board chairman, Elliot Pollack, and its lead lawyer, Cathy Reece, 

have had a running feud with Mr. Hawkins for many months.  The OIC and Ms. Reece 

tried to keep Mr. Hawkins from ever taking a board seat through proceedings well-

chronicled before this Court.  In November 2009, Mr. Pollack and Ms. Reece took 

another run at removing Mr. Hawkins.  

3. In the removal motion, they made a number of arguments.  They claimed 

Mr. Hawkins had impermissible conflicts.  They claimed the ML board had the power to 

remove Mr. Hawkins under the ML operating agreement.  They essentially slandered the 

good name and reputation of Mr. Hawkins in the hope that the Court would remove the 

Rev Op Group’s designee from the board, thus, allowing them to do as they wish within 

the ML board. 

4. The Rev Op Group demand letter gives the Court a flavor of the problems 

the Rev Op Group has been having with the ML board.  For months, Mr. Hawkins and 

the Rev Op Group have been attempting to get the ML board to adhere to standard 

corporate formalities.  The ML board and its counsel have refused to rectify these 

problems so the Rev Op Group sent the Demand Letter.   

5. The ML board failed to respond to the Demand Letter.  Instead, the ML 

board convened a board meeting last week and told Mr. Hawkins he could not participate 
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in the meeting.  After leaving Mr. Hawkins in the hallway for almost two hours, the ML 

board compiled a list of things the board members considered improper conduct by board 

members.   

6. The ML board then called Mr. Hawkins into the room and he was told that -

-  by a vote of 3 to 1 – Mr. Hawkins had been removed from the board.  This was 

subsequently confirmed in an email from Mark Winkleman, where he purported to solicit 

a replacement board member.  See Exhibit “B” attached hereto. 

7. In summary, the ML board has decided to take no action in response to the 

legitimate demands of the Rev Op Group.  Instead, the ML board appears to want to 

sweep all of these issues “under the rug” by tossing Mr. Hawkins from the boardroom so 

the ML board can continue to operate in secrecy and contrary to the interests of the Rev 

Op Group and all other investors.  Thus, the Rev Op Group requests various forms of 

relief.   

8. First, the Rev Op Board requests entry of an order that Mr. Hawkins 

remains a member of the ML board.  In its Order dated January 11, 2010, the Court 

denied the ML Manager’s request for the removal of Mr. Hawkins.  In particular, ML 

Manager already lost the very argument that it is trying to act upon now – that the board 

members have the right to remove another board member under the operating agreement 

by simply voting out the dissenting board member.  

9. Second, the Rev Op Group requests entry of an order requiring the ML 

Manager to provide the accounting information requested in the Demand Letter.  The ML 

Manager has been operating for approximately eight (8) months without providing 

investors with an accounting.  Especially in light of the fact that the ML Manager 

contends it is the agent of the Rev Op Group (a disputed issue), the ML Manager cannot 

continue refusing to provide the accounting information requested by the Rev Op Group.  

Moreover, the ML Manager continues to incur expenses that it presumably wishes to 

charge to the Rev Op Group.  Rather than borrow more money to pay these expenses – 
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assuming that is even possible at this point – the Rev Op Group is entitled to this 

information and an assessment pursuant to Paragraph U of the confirmation order. 

10. Third, the ML Manager has refused to prepare formal minutes in support of 

all board decisions despite the fact that Mr. Hawkins, a board member, has been asking 

for months to have decisions formally documented through minutes – a standard practice 

in any well-run organization.  The ML board members are making decisions involving 

many millions of dollars.  It is totally irresponsible for the ML board to deal with these 

matters without following standard corporate formalities.  Because the ML board 

inexplicably refuses to adhere to this standard corporate practice, the Rev Op Group 

requests that the Court enter an order requiring the prompt preparation and formal 

approval of board minutes. 

11. Fourth, Mr. Pollack and Ms. Reece have for many months refused to 

implement a formal budgeting process for the ML Manager.  Mr. Hawkins was never 

given any budget for the board to consider and approve.  Again, it is irresponsible for the 

ML Manager to be handling the affairs of all of these investors without having this 

standard practice in place.1  Counsel for the ML Manager has regularly reported to the 

Court about the difficult financial circumstances of the ML Manager.  It is imprudent at 

best for the ML Manager to not have at least an annual monthly budget in place.  Since 

the ML board refuses to adopt a budgetary process, the Rev Op Group requests the Court 

enter an order requiring the ML Manager to formulate and adopt an annual monthly 

budget.   

12. Fifth, Rev Op Group members have been trying for months to transfer their 

note interests.  Recently, ML Manager representatives took the position that no transfers 

                                              
1  It has been a particular problem in the area of attorneys’ fees.  For the past several 
months, the ML Manager has been fighting many battles at significant cost.  Irrespective 
of the wisdom (or lack thereof) of these fights, the failure of the board to have budgets in 
place for its professionals is at best inappropriate.   
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by the Rev Op Group would be acknowledged by the ML servicer until the investor 

reaffirmed its agency agreement and provided an opinion letter to the servicer.  In the 

Demand Letter, the Rev Op Group asked the ML Manager to address this issue in a 

practical way in light of the fact that the plan places no limitations or conditions on a 

non-transferring investor’s2 ability to transfer its note interests.  The ML Manager has 

refused to cooperate with the Rev Op Group.  Thus, the Rev Op Group requests entry of 

an order clarifying that the plan does not impose any limitations or conditions on non-

transferring investors who wish to transfer their note interests and that the ML Manager 

and servicer must cooperate with the Rev Op Group members so that their transfers are 

effectuated on the books and records of the servicer and the ML Manager.   

 WHEREFORE, the Rev Op Group requests that the Court enter an order granting 

all of the foregoing relief, and enter any other and further relief as may be just and proper 

under the circumstances of this chapter 11 case. 

 DATED this 22nd day of February, 2010. 
 
BRYAN CAVE LLP 
 
By /s/ RJM, #013334   

Robert J. Miller 
Bryce A. Suzuki 
Two North Central Avenue, Suite 2200 
Phoenix, AZ  85004-4406 
Counsel for the Rev Op Group 
 
 

 
 

                                              
2  The term “non-transferring investors” refers to all investors who did not transfer 
their interests to the Loan LLCs formed pursuant to the plan.  All of the Rev Op Group 
members are non-transferring investors. 
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COPY of the foregoing served this 
22nd day of February, 2010:   
 
Via Email: 
 
Cathy Reece 
Fennemore Craig, P.C. 
3003 North Central Avenue, Suite 2600 
Phoenix, Arizona 85012-2913 
Counsel for the ML Manager, LLC  
creece@fclaw.com  
 
Larry Watson  
Office of the United States Trustee 
230 N. First Avenue, Suite 204 
Phoenix, Arizona  85003 
larry.watson@usdoj.gov 
 
William S. Jenkins 
Myers & Jenkins 
3003 N Central Ave Ste 1900  
Phoenix, Arizona  85012  
Counsel For The Liquidating Trustee 
wsj@mjlegal.Com 
 
S. Cary Forrester 
Forrester & Worth PLLC 
3636 North Central Avenue 
Suite 700 
Phoenix, Arizona  85012-1927 
Counsel for The Lewis Trust 
scf@fwlawaz.com 
 
Sheldon Sternberg 
Sternberg Enterprises Profit Sharing Plan 
Sheldon H. Sternberg, Trustee 
5730 N. Echo Canyon Drive 
Phoenix, Arizona 85018 
ssternberg@q.com 
 
 
 /s/ Sally Erwin   
 






















