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IN THE UNITED STATES BANKRUPTCY COURT

In re:

Conseco, Inc., et al.,

—_— il

Debtors.

FOR THE NORTHERN DISTRICT OF ILLINOIS .WJ
EASTERN DIVISION ey oL T,
-m_wye.- n ... .N.w m‘A_m\ ) «.aﬁm.n
s,b\.wﬂ\mw, %ws.mw.
Keyy, SEP 03, “kag"
Chapter 11 eémwt s J 003
Case No. 02 B49672 R TR Cr

(Jointly Administcred)
Honorable Carol A. Doyle

Hcaring Datc:
September 9, 2003 1:30 pm

EMERGENCY MOTION OF FRIED FRANK HARRIS
SHRIVER & JACOBSON FOR AN ORDER FINDING THAT
FRIED FRANK'S REPRESENTATION OF POTENTIAL
PURCIIASERS OF THE GENERAL MOTORS BUTLDING 1S
CONSISTANT WITH THE RETENTION ORDER AND DOES
NOT VIOLATE THE BANKRUPTCY CODE

Fried, Frank, Harris, Shover & Jacobson (“Fried Frank™), co-counscl for the

Official Committee (the “Committee”) ol Unsccured Creditors of the Debtors! in the above-

captioned chapter 11 cases, hereby submits this emergency motion (the “Motion”) for entry ol an

order finding that Fried Frank's potential representation of certain potential purchascrs (the

“Potential Purchasers™) of 767 Fifth Avenue in New York, New York (the “GM Building”) from

Carmel Fifth, LLC, an indirect non-debtor subsidiary of Conseco or its subsidiary (the "Seller"),

is not inconsistent with, and does not violate (i) the Retention Order (as defined below) or (i1)

any provisions of title 11 of the Umted States Code (the “Bankruptey Code™), including, without

limitation, scction 1103 of the Bankruptcy Code. In support of this Motion, Frnied Frank

respeetfully states as follows:

1 The Debtors are the following entities: Conseco, Inc., CILIC, Incorporated, CTIHC, Inc., Partners Health

Group, Inc.



Background
1. On December 17, 2002 (the "Filing Date"), the Debtors filed with this Court

voluntary petitions for relief under chapter 11 of the Bankruplcy Code. Pursuant to sections 1107
and 1108 of the Bankruptcy Code, the Debtors are continuing to operate their businesses and
manage their properties as dcbtors in posscssion.

2. On January 3, 2003, the United States Trustee appointed the members of the
Committce at the Committec formation mecting. By this Court’s Order (the "Retention Order"”),
dated February 12, 2003, the Committee was aathorizcd to rctain Fricd Frank and Maycer, Brown,
Rowe & Maw as its co-counsel, effective as of January 3, 2003, with regard to the representation

of the Committee during the Chapter 11 Cuses.

Sale of the GM Buildin

3. The Scller is a non-dcbtor subsidiary of certain of Conseco's indirect, non-debtor,
insurance coropany subsidiaries.? Over the past several months, the Seller has been engaged in a
sale process (the "Salc Process”) with respect to the GM Building,

4. Several of the Potential Purchasers that are involved in the Sale Process have
expressed an interest in having Fried Frank represent them in connection with the documentation
and financing of the purchasc of the GM Building should they be chosen by the Debtors as the
successful bidder. Moreover, Fried Frank understands that one of the Potential Purchasers was
selected by the Seller as the successful bidder and has executed a contract with respect to the
purchasc of the GM Building. In that conncction, although Fried Frank believes that such a
representation is not inconsistent with the Retention Order or the Bankruptey Code, out of an

abundance of caution, Fried Frank has filed this Motion.

2 The Sellet's mesnbers are the following insurance entities, which are indirect, non-debtor subsidiaries of
Conscco: (1) Bankers Life and Casualty Conpany, (2) Washington National Life Insurance Company, (3)
Conseco Senior Health Insyrance Company, and (4) Conseco Annuity Assurance Company.
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5. In addition, prior to filing this motion, to ensure that the relevant parties-in-
interest were comfortable with Fricd Frank’s representation of the Potential Purchasers, Fned
Frank raised the issue with the Committee to ensure that neither the Cornmitiee nor any of its
members had any objections or concerns rcgarding Fricd Frank's representation of the Potential
Purchasers. Each of the Committee members appointed by the United States Trustce have
adviscd Fricd Frank that it has no objection to such a representation. Fried Frank also contacted
the Debtors, the Seller, the Olfice of the United Statcs Trustee and each of the Potential
Purchasers and similarly confirmed that they do not have an objection to Fricd Frank's
representation of the Potential Purchasers.

6. If the Court grants this Motion, Fried Frank will file a supplemental statement --
n accordance wilh Bankrupiey Rule 2014 - describing its represcntation of the Potential
Purchasers, substantially in the form attached hereto as Exhibit A,

7. As noted above, Fried Frank understands that the contract has already been
executed. It is therefore anticipated that Fried Frank's representation of the Potential Purchasers
will primarily consist of closing the sale transaction and assisting the Purchaser to obtain the
financing necessary to consummate the transaction,

8. As discussed ahove, it is also worth noting that, in connection with certain prior
matters, this Court has already recognized that the GM Building is owned by a non-dcbtor
subsidiary of certain indirect, non-debtor insurance subsidiaries of Consece. In thal regard, this
Court has held that the Scller and the GM Building arc outside the scope of its junisdiction. Sge
e.g., Stipulated Order, dated April 22, 2003, Adv. No.: 03-A-0064 [docket no. 79].

9. Accordingly, Fried Frank respectfully submits that its retention by (he Potential
Purchasers in conncction with the sale of the GM Building by Scller complies with the

Bankruptcy Code and the Retention Order and does not constitute the representation of an "entity




having an adverse interest in conncction with the case" as defined in section 1103 of the

Bankruptcy Code."?

The Information Screen

10.  There will be an information screen separating the Fricd Frank attorneys who
work for the Committce with respect to the Debtors' chapter 11 cases from the Fried Frank
attorneys who work on the sale transaction (the "Transaction") with respect to the GM Bulding
as follows: The attomeys working for the Commitlee, and the attorneys éc_._n,_.zm on the
Transaction on behalf of the Potcntial Purchasers, will be instructed not to communicate with
each other on the respective malters. In addition, the Fried Frank file room will be instructced: (a)
not to give the Fried Frank attomeys working for the Potential Purchasers with respect to the
Transaclion access to the files of the Commuttee represcatation and (b) not to give the attorncys
on the Committee representation access to the (iles relating to the Potential Purchasers,
Morcover, in its representation of the Potential Purchascrs, Fried Frank will not utilize
confidential information that it learned from the Company while working on behalf of the
Committee. Similar information screens will be put in place separating the Fried Frank attorncys
who work on the Transaction for each individual Potential Purchaser.

Notice

11.  Notice of this Motion shall be provided in accordance with this Court's Order
Approving First Amendcd Notice, Case Management and Admimstrative Procedures, dated
January 14, 2003. Fried Frank submits that no other or further notice necd be provided. In
addition, as noted above, Fried Frank has previously discusscd this matter with the Committee,

the Debtors, the Scller and the Office of the United States Trustee.

3 In addition, it is important to note that the Debtors have stated that they intend to consummate the Plan of
Reorganization by mid-September and accordingly, if the Motion is granted, it is likely that there will only be a short
overlap during which Fricd Frank represents both the Committee and the Potential Purchasers.
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WHEREFORE, Fried Irank respectfully requests entry of an Order (i) finding that
Fried Frank’s potential representation of the Potential Purchasers in connection with the purchase
of the GM Building is not inconsistent with, and does not violate (x) the Retention Order or (y)
any provisions of the Bankruptey Code, including, without limitation, section 1103 of the

Bankruptcy Code, and (ii) granting such other and further relicf as is just and proper.

Dated: September 3, 2003 Respectfully submitted,
New York, NY FRIED, FRANK, HARRIS, SHRIVER & JACOBSON

@Gﬁf\rﬁ\mr\;ﬁﬁ\&l FJ M wilw PAAMAES Lenm
Bonnie Stcingart Amm-_nw& ) )

Fried, Frank, Harris, Shriver & Jacobson (A Partnership

Including Professional Corporations)

One New York Plaza

New York, NY 10004

(212) 859-8000 (telephone)

(212) 859-4000 (facsimile)

Co-Counsel for the Official Committee of Unsecured
Creditors of the Holding Company Debtots

445274




Exhibit A

IN THE UNITED STATES BANKRUPTCY COURT
FOR THE NORTHERN DISTRICT OF ILLINOTS

EASTERN DIVISION
- ) v
Inre: ) Chapter 11
)
Conseco, Inc., et al., ); Case No. 02 B49672
) (Jointly Administered)
Debtors. ) Honorable Carol A. Doyle
)
)
)

SUPPLEMENTAL DECLARATION OF BONNIE STEINGART
AND DISCLOSURE ON BEHALF OF FRIED, FRANK,
HARRIS, SHRIVER & JACOBSON, AS ATTORNEYS I'OR
THE OFFICIAL COMMITTEE OF UNSECURED CREDITORS,
PURSUANT TO BANKRUPTCY RULE 2014 .

STATE OF NEW YORK )
) ss.:
COUNTY OF NEW YORK )

BONNIE STEINGART, being duly sworn, deposes and declares under the penalty of

perjury:

1. I am an attorney and a member of the firm of Fried, Frank, Harris, Shriver
& Jacobson, a partnership which includes professional corporations ("Fried Frank"). [am a
member in good standing of the bar of the State of New York and | am admitted to practice in the
following courts: the Southern District of New York, the Eastern District of New York, the
Eastern District of Michigan, the Second Circuit, the Fourth Circuit and the United States
Supreme Court. This Court has granted my Application for Leavce to Appear Pro Hae Vice in the
above-captioned chapter 11 cases.

2. My {irm maintains offices for the practice of law at Onc New Yotk Plaza,
New York, New York 10004, and other locations. I submit this supplecmental declaration and

provide the disclosures set forth herein (the "Supplcmental Declaration”) to supplement the




information provided in thc Declaration of Bonnic Steingart and Disclosurc on behalf of Fricd,
Frank, Harris, Shriver & Jucobson, as Proposed Altorneys for the Official Committec of
Unsecured Creditors, Pursnant to Section 1103 of the Bankruptcy Code and Bankruptcy Rule

2014, datcd February 6, 2003.

3. As described in the Motion (as defined below), Carmel Fifth, T1.C
("Carmel") is a non-debtor subsidiary of certain of Conscco's indirect, non-dcbtor, insurance
company subsidiaries.! Over the past scveral months, Carmel has been engaged in a sale process
with respect to 767 Fifth Avenue in New York, New York (the "GM Building").

4. Fricd Frank is representing certain potential buyers (the "Potential
Purchasers™) of the GM Building in connection with (i) the documentation and ultimate closing
of the sale transaction and (i1) assisting the Potential Purchasers with respect to the acquisition of

the financing necessary to consummate the transaction.2 Moreover, onc of the Potential

Purchasers was sclected by the Seller as the successful bidder and has executed a contract with
respect to the purchase of the GM Building.
Pursuant to 28 U.S.C. §1746, 1 declare, under the penalty of perjury, that the

above statements are truc and correct,

Dated: New York, New York
September 3, 2003

/s/ Bonmie Steinpart
Bonnie Steingart

445309

1 Carmel's members arc the following insurance entitics, which are inditect, non-dcbtor subsidiaries of Consceo: (1)
Bankers Life and Casualty Compuny, (2) Washington National Lift: Insurance Company, (3) Conseco Senior Health
Insurance (‘ompany, and (4) Conseco Annuity Assurance Company.,

2 The retention of Fricd Frank by the Potential Purchascrs was the subject of the Emergency Motion of Fricd Frank
for an Order Finding that Fricd Frank's Representation of Potential Purchasers of the General Motors Building is
Consistent with the Retention Order and Docs Not Violate the Bankruptcy Code (the "Motion”). The Motion was
granted by this Court on , 2003,
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Entity Information Page 1 of 1

NYS Department of State

Division of Corporations

Entity Information

Selected Entity Name: SOROS CREDIT FUNDING (I) LLC

Selected Entity Status Information

Current Entity Name: DUNE AVIATION LLC
Initial DOS Filing Date: SEPTEMBER 25, 2003

County: NEW YORK
Jurisdiction: DELAWARE
Entity Type: FOREIGN LIMITED LIABILITY COMPANY

Current H::J_.. Status: INACTIVE
‘e

Selected Entity Address Information

DOS Process (Address to which DOS will mail process if accepted on behalf of the entity)

C/O DUNE CAPITAL MANAGEMENT LP
623 FIFTH AVENUE, 30TH FLOOR
NEW YORK, NEW YORK, 10022

Registered Agent
REGISTERED AGENT REVOKED

NOTE: New York State does not issue organizational identification numbers.
Search Results New Search

Division of Corporations, State Records and UCC Home Page NYS Department of State Home Page

http://appsext8.dos.state.ny.us/corp_public/ CORPSEARCH.ENTITY_INFORMATION?p ... 9/3/2008
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Source: My Sources > New York > Search News > General News > New York News Publications [}
Terms: george soros and money wi2 laundering (Edit Search |

¥ Select for FOCUS™ or Delivery

Americans' Secret Deal Shows a Trap for Russia's Transition The New York Times December 26, 1999, Sunday, Late Edition -
Final

Copyright 1999 The New York Times Company
The New York Times

December 26, 1999, Sunday, Late Edition - Final
SECTION: Section 1; Page 10; Column 3; Foreign Desk
LENGTH: 1587 words

HEADLINE: Americans' Secret Deal Shows a Trap for Russia's Transition

BYLINE: By RAYMOND BONNER

BODY:
A few years ago, when an American company was seeking a toehold in the newly privatized and potentially lucrative Russian
telecommunications market, it cut a secret deal with directors and officers at the Moscow telephone company.

As part of the arrangement, which has raised legal and ethical questions and thrown a light on how some Western businessmen
have operated in Russia, the American company, Global Telesystems, paid at least $65 million in stock and cash. Global paid the
money to a company the insiders had set up in the Bahamas to avoid public scrutiny and taxes.

In exchange, Global Telesystems ended up with ownership of a Russian telecommunications company that generates millions of
doliars a year in revenues by providing service to 150,000 Moscow customers, most of them businesses willing to pay a
premium. The eight Russians who took part in the deal each walked away with about $9 million in cash and stock, tax free.

The Russian government says the phone company insiders committed fraud and tax evasion, and has opened an investigation,
as have law enforcement agencies in countries where the insiders stashed their gains. Global Telesystems, a fast-growing
company based in McLean, Va., says the transaction broke no Russian or American laws.

The Global Telesystems deal illustrates how Western business maneuvers may sometimes undermine Western governments’
efforts to promote Russia's economic transformation.

Western business and political leaders have lectured Russians over and over, saying that if they want to attract foreign !
investment, they must adopt laws to protect shareholders' rights and improve tax collection. But the Global Telesystems deal ‘
resulted in the Moscow phone company's being defrauded of more than $200 million, based on the value of the phone lines and

projected revenues, according to the Russian Ministry of Interior and Western investigators.

Other shareholders in the company, Moscow City Telephone Network, include the Russian government and a handful of
investors in the United States, where its stock is also traded.

In America, the insiders' dealings would provoke shareholder lawsuits, corporate and securities law experts say. That is unlikely
in Russia.

"Even if this was not illegal, the question is, was it ethical and smart?" said Jonathan Winer, who monitored money laundering
and other international activities as a deputy assistant secretary of state before stepping down recently.

An American investment banker in Moscow described the Global deal as "only the tip of the iceberg,” just one exampie of how
Western companies have engaged in business practices in Russia that they would not try at home. Most of the cases, he and
other executives said, remain carefully guarded corporate secrets.

Details on the arrangement between Global Telesystems and the phone company insiders emerge from documents filed by

Global Telesystems with the Securities and Exchange Commission and information on the company insiders gathered by law

enforcement officials in the United States, Russia and Europe.

Global Telesystems was well positioned for opportunities offered by the new Russia, such as the 1994 privatization of Moscow ,
City Telephone. The American company had worked in the old Communist Soviet Union in the early 1980's, when the company '
was based in California and called San Francisco/Moscow Teleport.

It changed its name to Global Telesystems in 1995, and issued stock publicly two years later, with a $200 million initial offering.

Two months ago, Global Telesystems put its Russian and other Eastern European operations into a subsidiary, Golden Telecom, -
sold off 34 percent in an initial public offering and raised $144 million more.

http://www.lexis.com/research/retrieve? m=d192c¢4b851c099ed463d2b926¢9¢049&docn...  8/24/2008
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One of Global's biggest backers, from its early days, has been George Soros, the international financier who has been active,
commercially and philanthropically, in the former Soviet Union. Two years ago, Mr. Soros and his affiliate companies owned 26
percent of Global Telesystems, according to a company filing with the S.E.C., though he never played any management role at
the company. His stake in the company is now about 7.7 percent, a spokesman for Mr. Soros said. It is still one of the larger
stakes in the company after some institutional holders like Fidelity and Putnam Investments.

The spokesman said that Mr. Soros had not been aware of the deal between Global Telesystems and the Moscow City Telephone
insiders until asked about it by The New York Times.

The insiders and Global Telesystems used three companies to carry out their deal, which made it more difficult for government
officials to trace. They were Invest-Project, registered in Russia, GTS-Vox, registered in Britain, and Swinton Ltd., which was
registered in the Bahamas, a haven for corporate secrecy and tax avoidance.

Investigators said there were eight shareholders of Invest-Project and Swinton. They included five top executives and directors
of the Moscow telephone company -- the general director, Vladimir Lagutin, and four deputy directors, Said Alimbekov, Viktor
Panov, Semyon Rabovsky and Sabiryan Shambazov.

None of these individuais nor Moscow City Telephone responded to requests for comment, including a fax with detailed
questions. Swinton's American lawyer, Jacob Laufer of Manhattan, would not disclose the names of the Swinton shareholders.
"The principals value their privacy,” he said. He would not say what business Swinton was engaged in, but said it was "lawful
and proper."

Similarly, the general counsel for Global Telesystems, Grier Raclin, said in a written statement that the transaction between his
company and the phone company insiders "was totally aboveboard, legitimate and consistent with the laws and business
practices in Moscow."

The first step in the deal was for Moscow City Telephone to award the insiders' company, Invest-Project, the contract to provide
telephone connections for 150,000 Moscow customers. Exactly how much the insiders paid has not been made public, but
investigators and one person familiar with the deal estimate that it was about $8 million.

Five days earlier, the insiders and Global Telesystems had already agreed to sell 95 percent of Invest-Project to GTS-Vox. Since
Swinton wholly owned GTS-Vox, this meant they were merely transferring ownership from a company registered in Russia to
one whose owners were hidden behind Bahamian secrecy. ‘

The next step was for Swinton to sell 53 percent of GTS-Vox to Global Telesystems. For that, Global Telesystems paid with stock
worth about $26 million. This translates into $3.25 million in stock for each of the Russian phone company executives.

Putting in telephone lines increased the profit because most of the lines went to businesses willing to pay a premium, as much
as $500 for a connection, in addition to monthly service charges.

Revenues of Telecommunications of Moscow -- the new name for Invest-Project -- grew from nothing in 1995 to $16.5 million in
1996, $29 million in 1997 and $21.5 million for the first six months of 1998, according to Global's S.E.C. filings.

From those revenues, the insiders and Global Telesystems paid themselves more than $7 million in dividends.

The final bonanza came last year when Global Telesystems bought Swinton's remaining interest in Telecommunications of
Moscow for $40 million in cash. That produced a windfall of about $5 million for each of the phone company insiders and
brought their total receipts on the deal to nearly $9 million each.

But when the insiders started moving their money around the world, they attracted unwanted scrutiny.

Swinton and each shareholder had an account at BankBoston. In September 1998, Global Telesystems paid $7.4 million into the
Swinton account. Then Swinton quickly moved $895,000 into each insider's account, said a senior law enforcement official and ;
another individual familiar with Swinton's financial activities.

The movement of so much money set off alarm bells at the bank, and it alerted federal authorities. The Federal Bureau of
Investigation and the United States Customs Service opened an investigation, and in November 1998, a federal judge in Boston
ordered the accounts frozen. The bank would not comment.

But early this year, the United States attorney in Boston, Donald Stern, decided not to prosecute, said lawyers for the
companies. Federal investigators, who thought they had a case of possible money laundering, were dismayed. "The case was
not aggressively pursued," said one senior law enforcement official. An investigator from another federal agency said the case
had been "prematurely closed.”

Through a spokesman, Mr. Stern declined to answer any questions about the matter.
Attorneys for Swinton and Global said the case was closed, but the court record remains sealed. The New York Times filed a

motion last month to have it opened, contending that keeping the record from the public violated the First Amendment. A
hearing is scheduled for January.

After the Boston accounts were unfrozen early this year, the insiders quickly moved their money abroad, this time to Denmark,
according to law enforcement officials in Europe.

Acting on evidence provided by the Russians, the Danes promptly seized the accounts, on the theory that the money had been
fraudulently obtained, according to American and European officials.

http://www.lexis.com/research/retrieve? m=d192c4b851c09f9ed463d2b926c9e049&docn... 8/24/2008
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Proceeds from the deal were also sent to Israel and Switzerland, and authorities there are still investigating, officials said.

http://www.nytimes.com

LOAD-DATE: December 26, 1999

Source: My Sources > New York > Search News > General News > New York News Publications (i

Terms: george soros and money w/2 laundering (Edit Search |
View: Full

Date/Time: Sunday, August 24, 2008 - 9:45 PM EDT

My Lexis™ | Search | Research Tasks | Get a Document | Shepard's® | Aletts | Total Litigator | Transactional Advisor | Counsel Selector
History | Delivery Manager | Switch Client | Preferences | Sign Out | Help

o H H About LexisNexis | Terms & Conditions | Contact Us
@ W@XﬁZ@XG@ Copyright © 2008 LexIsNexis, a division of Reed Elsevier Inc. All rights reserved.

http://www.lexis.com/research/retrieve? m=d192c4b851c09f9ed463d2b926c¢9e¢049&docn...  8/24/2008



