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SIGNED.

Dated: August 14, 2008

RANDOLPH J. HAINES
U.S. Bankruptcy Judge

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF ARIZONA
Inre Chapter 11

MORTGAGES LTD., CASE NO. 2:08-pk
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Arizona mortgage bankers license and the
ahge Commission.

6 Adverse Interests
All of the objections assert that Greenberg Trauig cannot be employed because
it holds or represents an interest adverse to the Debtor or to the estate with respect to the

matters on which it is to be employed, within the scope of § 327(e). None of these alleged
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adverse interests arises from Greenberg Trauig’s simultaneous representation of another client
that either presently asserts claims against the Debtor or the estate or that is the subject of a
pending claim by the Debtor or the estate. Rather, all of the alleged adverse interests arise
from Greenberg Trauig’s prior representation of the Debtor and/or its affiliates in various
contexts, including but not limited to (a) corporate ownership and management issues arising
after the death of owner Scott Coles; (b) securities work for the Debtor and its affiliates,
including preparation of private offering memoranda; and (c) the Debtor’s accessing of funds
held in borrower impound accounts and using them to pay fees and retainers to Greenberg

Trauig.

In none of these situations has any objectorAderitified any aqversity between the

would disqualify Greenberg Trauig fromme
327(a), they are not the kind ofa
adyversity exists arises from the Debtor’s
Qf Greenberg Trauig’s prepetition fees from funds
Y, The objectors have asserted that the payments

glthorized post petition payment of prepetition debts that

(9th Cir. BAP 1987). The BAP there held that debtor’s receipt of a security interest to secure
prior and future legal fees did not create a disqualifying interest adverse to the estate with

respect to the matter on which counsel was sought to be employed, where the debtor’s and the
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counsel’s interests were parallel.

Greenberg Trauig is correct that Film Ventures effectively holds that the
potential receipt of a preference does not disqualify a firm from employment as special counsel
when the debtor’s and the firm’s interests are parallel with respect to the matters for which the
firm is to be employed. That appears to be the case here.

The objectors rely on Pillowtex, 304 F.3d 246, to support their argument that
receipt of a preference is potentially disqualifying. That analysis does not apply here, however,
because counsel in that case was to be employed as general bankruptcy counsel pursuant to §

327(a) rather than special counsel under 8 327(e). The objection and the court’s analysis

Greentierg Trauig ig'to be employed, the estate is protected by § 328(c). Greenberg Trauig is

assuming tThe risk that it could be denied all compensation if such an adverse interest arises
with respect to the matters that Greenberg Trauig is to handle. Inre J.S. Il, LLC, 371 B.R. 311,
323 (Bankr. N.D. 111 2007).
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Disclosure for § 327(e) Purposes Has Been Adequate

The objections also argue Greenberg Trauig should be disqualified because its
initial application for employment as general counsel did not disclose some of these
involvements that may have created disqualifying lack of disinterestedness for employment as
general counsel. Because such a lack of disinterestedness is not relevant to employment as
special counsel, however, the Court does not find the alleged nondisclosures to be disqualifying
for purposes of § 327(e). Moreover, the purpose of disclosure is so the court can scrutinize any
adverse interests, and these have in fact been scrutinized before employment as special counsel

has been authorized. The Court therefore sees no reason to take any further remedial measures.

Matters Are Sufficiently Discrete

The objections also assert that the

rene of the remaining matters goes to the heart

t two categories deal with particular claims, not with

ATED AND SIGNED ABOVE
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Copy of the foregoing e-mailed
this 14th day of August, 2008, to:

Carolyn J. Johnsen, Esq.
Jennings, Strouss & Salmon
cjjohnsen@jsslaw.com
Attorneys for Debtor

Donald Gaffney, Esq.

Snell & Wilmer L.L.P.

dgaffney@swlaw.com

Attorneys for Central & Monroe, KGM Builders,
Osborn 111 Partners

John R. Clemency, Esq.
Greenberg Traurig LLP
clemencyj@gtlaw.com
Special Counsel for Debtor

Warren J. Stapleton, Esq.
Osborn Maledon

wstapleton@omlaw.com
Attorneys for Rightpath Limited Development Groyg

Rebecca J. Winthrop, Esq.
Ballard Spahr Andrews & Ingersoll, LLP
winthropr@ballardspahr.com

Shelton L. Freeman, Esq.

Deconcini McDonald Yetwi
tfreeman@dmylphx.com
Attorneys for Radical

Cathy L. Reece, E
Fennemore Craig
creece@fclaw.co

/s/ Pat Denk

Judicial Assistant




