21-CV-20-4326 Filed in District Court
State of Minnesota
9/25/2020 3:55 PM

CASE TYPE: CIVIL OTHER

STATE OF MINNESOTA DISTRICT COURT
COUNTY OF HENNEPIN FOURTH JUDICIAL DISTRICT
In Re: Wayzata Home Products, LL.C and Court File No.: 27-CV-20-4326

cligstudios.com LLC Judge: David L. Piper

DECLARATION OF SAMUEL J.H.
SIGELMAN IN SUPPORT OF
THIRD OMNIBUS OBJECTION TO
CLAIMS (DISALLOWED CLAIMS)

I, Samuel J.H. Sigelman, hereby declare as follows:

1. 1 am an adult resident of the State of Minnesota and a Director of Lighthouse
Management Group, Inc. (“Lighthouse” or “Assignee”). 1 make this Declaration of my own
personal knowledge, unless otherwise noted, and in support of the Assignee’s Third Omnibus
Objection to Claims (Disallowed Claims) (the “Objection™). I have personal knowledge of the
matters stated herein, unless otherwise indicated.

2. On March 13, 2020, in accordance Minnesota Statutes § 577.12, Wayzata Home
Products, LLC, and its subsidiaries, including cligstudios.com LLC (together with the other
subsidiaries, Square Cabinets LLC f/k/a Itasca Cabinets LLC and Wayzata Cabinetry LLC,
collectively the “Assignors™), as the assignors, and Lighthouse, as the assignee, entered into an
Assignment for Benefit of Creditors (the “Assignment”).

3 Pursuant to the Assignment, the Assignors assigned to Assignee all of Assignors’
property, including, but not limited to, all real property, fixtures, goods, stock, inventory,
equipment, furniture, furnishings, accounts receivable, general intangibles, intellectual property,

bank deposits, cash, promissory notes, cash value and proceeds of insurance policies, claims, and
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demands belonging to the Assignors, wherever the property may be located (hereinafter,
collectively the “Assignment Property”).

4. Pursuant to the Assignment, Assignee agreed to take possession of and administer
the Assignment Property, liquidate the Assignment Property, collect all claims and demands
assigned as and to the extent they may be collectible, and pay and discharge all reasonable
expenses, costs, and disbursements in connection with the execution and administration of the
assignment from the proceeds of the liquidations and collections, in accordance with Minnesota
Statutes, Chapters 576 and 577.

5. As part of its duties, the Assignee proposed procedures for the resolution and
treatment of claims against the assignment estate. On June 26, 2020, the Court entered that certain
Order Granting Assignee’s Motion to Establish a Claims Process (the “Claims Order™).

6. The Claims Order required the Assignee to prepare an initial schedule of claims
that sets forth the known creditors of the Assignor and the amounts owing to such creditors based
upon the books and records of the Assignor entities (the “Preliminary Schedule”).

7. In order to prepare the Preliminary Schedule, and in accordance with Minnesota
Statutes § 576.49, Subdivision 3, the Assignee relied on the books and records of the Assignor
entities to identify all potential creditors of the Assignor. Based on these books and records, the
Assignee compiled the Preliminary Schedule of all known creditors that included the following
information: the creditor’s name, the creditor’s address, the creditor’s phone number (if available),
the creditor’s e-mail address (if available), the Assignor entity against which the creditor had a
claim, and the amount of the claim against the particular Assignor.

8. The Preliminary Schedule included claims that were supported by the books and

records of the Assignor, and in particular the Assignor’s accounts payable records. The Preliminary
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Schedule also included creditors with possible claims of unknown amounts. In cases where the
Assignor’s books and records were unclear as to a specific amount due to a potential creditor, the
liability to the creditor on the Proof of Claim and Instructions was listed at $0.

9. In addition to known and potential creditors, the Assignee included all Assignor
employees, to whom liability would not have been included in the accounts payable records, on
the Preliminary Schedule. In the event the Assignee had no evidence of an amount due to an
employee, the liability to the employee on the Proof of Claim Form and Instructions was listed at
$0.

10.  Once the Preliminary Schedule was prepared, the Assignee then sent those
claimants a Notice of Claim, Proof of Claim Form, and Proof of Claim Instructions (as those terms
are defined in the Claims Order).

11.  Inorder to notify claimants as required by the Claims Order, the Assignee provided
the Preliminary Schedule to Donlin, Recano & Company, Inc. (“Donlin”), the Assignee’s claims
processing vendor. Donlin sent out the Notice of Claims, Proof of Claim Form, and Proof of Claim
Instructions (the “Claim Notice™) on June 29, 2020.

12,  As a matter of efficiency the entire Preliminary Schedule was not served on all
claimants, rather the relevant information was sent to each claimant on a per claim basis. Using
the information in the Preliminary Schedule, Donlin prepared and delivered the Proof of Claim
Form and Proof of Claim Instructions to send to all claimants on that schedule.

13.  The Proof of Claim Form and Proof of Claim Instructions delivered by Donlin to
claimants were pre-populated with the following information: the claimant’s name, the claimant’s

address, the claimant’s phone number (if available), the claimant’s e-mail address (if available),
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the Assignor entity against which it had a claim, and the amount of the claim against the particular
Assignor based on the books and records of the Assignor,

14.  Thus each claimant listed on the Preliminary Schedule received a Proof of Claim
Form and Proof of Claim Instructions that was already filled out with the relevant claim
information, including the liable Assignor entity and the amount of the claim.

15.  Those claimants who received a pre-populated Proof of Claim Form and Proof of
Claim Instructions based on the Preliminary Schedule were not required to file a claim if they did
not object to the claim as listed on the Preliminary Schedule.

16.  However, if a claimant disputed the claim as set forth on the Preliminary Schedule,
or was not included on the Preliminary Schedule, the claimant was required to file a proof of claim
on or before July 29, 2020, which was 30 days after the date that the Assignee sent the Claims
Notice (the “Claims Deadline™).

17.  The Proof of Claim Form and Instructions directed claimants to include copies of
all documents in support of their claims when filing their claims. The Instructions explicitly stated,
“[y]ou must attach to the Proof of Claim form all documents that show the Debtor owes the amount
claimed. If documents are not available, you must attach an explanation as to why they are not
available.”

18. On August 28, 2020, the Assignee filed a schedule of all claims, which included all
claims included on the Preliminary Schedule as well as all claims filed with the Assignee (the
“Schedule of All Claims™).

19.  The Schedule of All Claims represents claims that were included on the Preliminary
Schedule as well as claims that were filed with the Assignee. If a claimant filed a proof of claim

for a claim that was already included on the Preliminary Schedule, only the filed claim was

State of Minnesota
9/25/2020 3:55 PM



27-CV-20-4326 Filed in District Court

included on the Schedule of All Claims and the originally scheduled claim was omitted so as to
avoid unnecessary duplication.

20.  As of the Claims Deadline, the Assignee received approximately 150 claims filed
against one or more of the Assignor entities.

21.  The Assignee reviewed those claims, as well as late filed claims, including the
supporting documentation, to determine and verify the amount and validity of the claim as filed.
As part of that process the Assignee reconciled the filed claims with the Assignor’s books and
records, past business practices, and consultation with staff.

22. Based on its review, the Assignee has identified certain claims that are
objectionable, 22 of which the filed claim amount was not consistent with or supported by all
books, records and documentation available to the Assignee (the “Disallowed Claims™). A list of
the Disallowed Claims is attached hereto as Exhibit A.

23.  Each of the Disallowed Claims are similarly situated in that the claimant asserting
the particular claim failed to provide the Assignee with adequate support for the validity or amount
claimed therein after Assignee’s review of all books, records and documents available to it.

24. As such, upon Assignee’s review of the books, records and documentation
available, Assignee has determined the Disallowed Claims are not consistent with the books and
records available to the Assignee, lack supporting documentation, and are not legitimate claims.

25.  In 14 cases, claimants are customers that appear to have received replacement
orders or other compensation, They have failed to provide documentation showing they were
damaged. As such, Assignee seeks to have their claims deemed to be disallowed.

26.  Claim 5149 filed by Lynn Moore and claim 5423 filed Lynn Scholl are both

employee claims. Upon the information and documents available to Assignee, Claim 5149 was
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paid for the amounts claimed on March 20, 2020 and claim 5423 was only payable if Lynn Scholl
was employed in 2021, which is a factual impossibility. Assignee seeks to have claims 5149 and
5423 deemed to be disallowed.

27.  Claim 6168 filed by Dalene Erickson and claim 5396 filed by PSJIM Inc were filed
for orders that Assignee believes, upon information and documents available to it, were canceled
and never paid for by the claimants. Assignee seeks to have claims 6168 and 5396 deemed to be
disallowed.

28.  Claim 6336 filed by Dina Russo, claim 6356 filed by Chelsea Lyon, and claim 6367
filed by Carol Schmidt were not filed with sufficient documentation for which the Assignee is able
to support the filed claims amount. As such, Assignee seeks to have claim 6336, 6356, and 6357
disallowed.

29.  Throughout the claim objection process the Assignee anticipates an ongoing
dialogue with claimants regarding objections.

30. If a claimant whose claim is the subject of this Objection provides the Assignee
with adequate support or evidence of the validity and amount of its claim prior to the hearing on
the Objection, the Assignee reserves the right to withdraw its objection in the event and to the
extent that the support for the applicable claim is adequate.

I declare under penalty of perjury under the laws of the United States that the foregoing is

true and correct. Executed this 25 day of September, 2020, at New Brighton, Minnesota.
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Exhibit A
Schedule of Disallowed Claims

Disallowed

Claim #
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Claimant Name

Submitted
Claim Amount

i 6347.00 Caren Gozzi $0.00
2 6058.00 Carl Gustafson $2,700.00
3 6357.00 Carol Schmidt $1,158.03
4 6356.00 Chelsea Lyon $13,813.80]
5 6168.00 Dalene Erickson $3,733.25
6 6276.00 Delaney Council $11,510.93
7 6336.00 Dina Russo $6,093.94
8 6344.00 Douglas Schrier $0.00
9 6348.00 Greg & Chelsea Johnson $3,803.44
10 6350.00 Hilary Atkinson $0.00
11 5362.00 James Miller $15,735.92
12 6326.00 Kathieen Ann Kern $0.00
13 5690.00 Kenneth Cherisol $5,000.00
14 5259.00 Kenya Johnson $7,763.74
15 6216.00 Kim Caudle $100.00
16 6355.00 Linda Schuler $0.00
17 5149.01 Lynn Moore $1,360.94
18 5423.02 Lynn Scholl $10,000.00
19 5883.01 Nancy Guthrie $11,109.53
20 5396.00 PSJIM Inc $3,057.37
21 5087.00 Sandra Daniel $4,050.00
22 5739.00 Tracy Daniel $2,500.00

Total $103,581.89
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