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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

In Re:

Chapter 11
TELEXFREE, LLC, Case No. 14-40987-MSH
TELEXFREE, INC., Case No. 14-40988-MSH

TELEXFREE FINANCIAL, INC,, Case No. 14-40989-MSH

Debtors. Jointly Administered

e N N N’ N N Nawe” Nane” Nea et

FIRST STATUS REPORT REGARDING DETERMINATION
OF PARTICIPANT CLAIMS

To the Honorable Melvin S. Hoffman, United States Bankruptcy Judge:
Stephen B. Darr, the duly appointed Chapter 11 trustee (the "Trustee") of the bankruptcy
estates (the “Estates™) of TelexFree, LLC, TelexFree, Inc., and TelexFree Financial, Inc.

(collectively, the “Debtors” or “TelexFree”), respectfully submits this Status Report regarding

the resolution of claims (“Participant Claims™) filed by persons who purchased TelexFree

membership plans (“Participants™) against the TelexFree Estates.
BACKGROUND
1. On April 13, 2014 (the “Petition Date™), the Debtors filed voluntary petitions for

relief under Chapter 11 of the United States Bankruptcy Code ("Bankruptcy Code") with the

United States Bankruptcy Court for the District of Nevada.

2. The Debtors initially operated as debtors-in-possession pursuant to Sections 1107
and 1108 of the Bankruptcy Code.

5 On the Petition Date, the Debtors filed a motion for joint administration of the
cases, with TelexFree, LLC designated as the lead case. By order dated April 24, 2014, the

motion for joint administration was approved.
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4. On May 6, 2014, the Nevada Bankruptcy Court allowed the motion filed by the
Securities and Exchange Commission to change the venue of the cases to the United States
Bankruptcy Court for the District of Massachusetts (the “Court”). The cases were transferred to
the Court on May 9, 2014.

5. On May 30, 2014, the Court allowed the motion by the Office of the United States
Trustee’s to appoint a Chapter 11 trustee and the Trustee was appointed on June 6, 2014.

6. TelexFree operated one of the largest Ponzi and pyramid schemes in United States
history, ensnaring more than 1,000,000 Participants who collectively lost in excess of
$1,700,000,000. TelexFree used the sale of voice over internet protocol (“VoIP”) plans as a
subterfuge for its real business, which was the recruitment of new Participants through a multi-
level marketing format and the use of membership fees paid by new Participants to pay the
credits “earned” by existing Participants.

7. The scheme was extensive, complicated, and multi-tiered. Participants were
located throughout the world, with eighty percent (80%) located outside of the United States.
Most of the transactions involving Participants were triangular in nature, whereby Participants
were recruited into the scheme by purchasing a membership plan and paying the membership
fees to the recruiting Participant, who retained the membership fee and used his/her accumulated
TelexFree credits to pay the membership fee due from the recruited Participant (hereinafter

referred to as a “Triangular Transaction™).

8. After reconstructing the Debtors’ books and records and records procured through
examinations under Federal Rule of Bankruptcy Procedure 2004 and from Homeland Security
Investigations, the Trustee concluded that TelexFree was a Ponzi and pyramid scheme.

Participants were promised exorbitant returns for placing advertisements on the internet which
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were paid from fees paid by new recruits. Revenues from the sale of VoIP plans, which was
ostensibly the product being sold by TelexFree, constituted less than one percent (1%) of total
revenues. Less than one percent (1%) of the minutes available on VolP plans that were sold
were actually used by Participants.

9. On October 7, 2015, the Trustee filed his Motion by Chapter 11 Trustee for Entry
of Order Finding that Debtors Engaged in Ponzi and Pyramid Scheme and Related Relief (the
“Ponzi Motion™). In the Ponzi Motion, the Trustee sought two principal findings: first, that
TelexFree was a Ponzi and pyramid scheme and, second, that Participant Claims should be
determined based upon a “Net Equity” formula commonly employed in Ponzi scheme cases.

10. By order dated November 25, 2015, as amended on December 21, 2015, the Court
found the Debtors had engaged in a Ponzi and pyramid scheme and that this finding was the law
of the case.

11. By supplemental order dated January 26, 2016, the Court approved the Net Equity
formula for determining Participant Claims. The Net Equity formula provides for the following:

6)) in determining the amount of a Participant Claim, any claim or portion of claim

based upon accumulated credits in a Participant’s account (a “User Account”) as
of the Petition Date shall be disallowed;

(ii)  Participant Claims shall be computed based upon the amount paid by the

Participant to the Debtors, including amounts paid pursuant to Triangular
Transactions, less amounts received by the Participant from the Debtors including

amounts received pursuant to Triangular Transactions;
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(ili)  In determining the amount of a claim of a Participant who has more than one User
Account, the activity in all of the Participant’s User Accounts shall be aggregated
and netted against one another.

L The Electronic Claims Portal and the Bar Date Notices

12.  Inthe initial stages of these cases, Participants submitted proofs of claim in
multiple fora, including the Court, the claims agent retained by the Debtors, Kurtzman Carson
Consultants, LLC (“KCC”), the Federal Bureau of Investigation (“FBI”), and the
Commonwealth of Massachusetts, Office of the Secretary of State. The information supplied by
Participants varied because some used the official bankruptcy claim form and some utilized
informational forms provided by governmental agencies. As discussed infra, none of the forms
provided the information necessary to reconcile Participant Claims with the Debtors’ books and
records.

13.  Many claims did not identify the Participant’s User Accounts. This was a
fundamental omission because reconciliation of Participant claims with the activity reflected in
their User Accounts was the only available means to determining a Partigipant’s Net Equity
claim.

14.  Many claims asserted amounts due for accumulated credits (which were
disallowed under the Net Equity formula), punitive damages and expected future profits that are
not allowed under the Net Equity formula.

15.  Inorder to establish a process for filing and evaluating claims that was consistent,
accessible, and efficient, on October 7, 2015, the Trustee filed his Motion by Chapter 11 Trustee

for Entry of Order Fixing Bar Date for Filing Proofs of Claim, Approving Form and Manner of
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Providing Notice, Directing that Claims be Filed Electronically, and Approving Content of

Electronic Proofs of Claim (the “Claims Motion”).

16.  The Claims Motion requested approval of a process whereby Participants would
use an interactive, electronic claims portal hosted on the internet (“Portal”) to file a claim (a

“Participant ePOC”). The Portal provided Participants with the opportunity to provide and/or

confirm personal or business name(s), address(es), phone number(s), electronic mail address(es),
taxpayer identification number(s), User Account name(s), password(s), and bank account
information that were utilized by the Participants when establishing his/her User Account(s).
Based upon the information provided by Participants, the Portal presented the Participant’s User
Accounts and account activity within the Participant’s User Accounts. Participants had the
opportunity to confirm, reject, amend, or supplement the information presented by the Portal.

17.  The establishment of the Portal was essential to the claims resolution process.
The Portal was the only practical method of verifying Participant activity with the TelexFree
books and records. Inasmuch as TelexFree had approximately 1,000,000 Participants who
collectively opened approximately 11,000,000 User Accounts that reflected more than
1,000,000,000 transactions, a manual reconciliation of Participant Claims against the TelexFree
books and records without the Portal would have been impossible.

18.  The Claims Motion requested that creditors other than Participants complete and
file electronically their claim using a standard bankruptcy proof of claim form (a “Standard
ePOC” and, together with the Participant ePOC, an “ePOC”) through the Portal, as such claims
did not have the complexity associated with the determination of Participant Claims.

19. The Claims Motion was approved by order dated January 26, 2016 (the “Claims

Order”). The Claims Order provided that submission of an ePOC was the sole and exclusive
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method of filing claims in these cases. (Claim Order, §15). Any claims previously filed or
hereinafter filed that did not comply with the ePOC process were disallowed without further
order of the Court, including any proofs of claim previously filed with the Court, the Debtor, or
any other governmental agency. (Claim Order, 15).

20.  The Claims Order provided that the deadline for Participants to file claims (“Bar
Date”) through the Portal would be not less than ninety (90) days after the Portal was operational
and notice of the Bar Date was served upon Participants. (Claim Order, 3).

21.  The Claims Order approved the form of Bar Date Notice which provided, among
other things, that any Participant who failed to timely file a Participant ePOC on the Portal on or
before the Bar Date would be barred from asserting such claim against the Debtors or their
bankruptcy estates and from participating in any distribution of funds in these cases on account
of such claim. (Claim Order, Y4, Claims Motion, Exhibit B).

22.  The Claims Order directed the Trustee to serve the Bar Date Notice: (i) by
electronic mail to Participants based upon available electronic mail addresses of Participants; (ii)
by regular mail, or international equivalent, to creditors who are not Participants and who were
listed on Schedules D, E, F, and G of the Debtors’ schedules of liabilities and to those
Participants who filed a proof of claim with the Court or with KCC, or a victim notification form
with the FBI on or before September 30, 2015 that did not provide an electronic mail address;
(iii) by public notice on the Portal, and the KCC website; and (iv) to the extent permitted, by the
multi-level marketing websites behindmim.com, theponzibook.blogspot.com, and
Ponzitracker.com. (Claim Order, 95).

23, On May 27, 2016, and after the Portal became operational, the Trustee filed a

Notice of Deadline for Filing Electronic Proofs of Claim and Claims Procedures (the “Bar Date
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Notice”)[docket entry 743], directing creditors to file claims through the Portal located at
telexfreeclaims.com. The Bar Date Notice established an initial bar date of September 26, 2016
(the “First Bar Date”) for the filing of electronic claims. The First Bar Date was served on all
Participants in accordance with the Claims Order [see certificate of service at docket entry 759].
24.  On September 21, 2016, in order to afford Participants with additional time to file
Participant Claims, the Trustee filed a Motion by Chapter 11 Trustee to Extend Deadline for

Filing of Electronic Proofs of Claim to December 31, 2016 (the “Second Bar Date”)[docket

entry 801]. This motion was granted by order dated September 23, 2016 [docket entry 806] and
notice of the Second Bar Date was served on all Participants in accordance with the Claims
Order [see certificate of service at docket entry 811].

25.  Inlight of the wide publicity emanating from the anticipated entry of a guilty plea
by James Merrill, one of the Debtors’ principals, and in order to afford Participants additional
time to file Participant Claims, on December 8, 2016, the Trustee filed a further Motion by
Chapter 11 Trustee to Extend Deadline for Filing of Electronic Proofs of Claim to March 15,
2017 [docket entry 827, the “Final Bar Date”]. This motion was granted by order dated
December 21, 2016 [docket entry 833] and notice of the Final Bar Date was served on all
Participants in accordance with the Claims Order [see certificate of service at docket entry 841].

IL. Claims Resolution Process

20. To establish a process to address the extraordinary number of Participant Claims
and the information contained therein, on October 16, 2017, the Trustee filed a Motion by
Chapter 11 Trustee to Establish Omnibus Procedures for the Resolution of Disputed Participant

Claims [docket entry 921] which was approved by order dated December 26, 2017 (the “Claims

Procedure Order”, docket entry 955).
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27.  The Claims Procedure Order established a three-stage process for resolving
disputed Participant Claims.

28.  First, the Claims Procedure Order provided that the Trustee could send a Notice
of Proposed Resolution of Claim (“First Notice™) to those Participants whose claims did not
comport with the TelexFree books and records. The First Notice required such Participants to
respond to the Trustee within thirty (30) days at a designated electronic mail address responding

to the claim deficiencies set forth in the First Notice (“Claim Response”) (Claim Procedure

Order, 92, 3). The First Notice was not required to be filed with the Court.

29.  Second, the Claims Procedure Order provided that the Trustee could file with the
Court a Notice of Claim Allowance or a Notice of Claim Disallowance (together, “Second
Notice™), with a copy served electronically upon the Participant, for those Participants who did
not timely submit a Claim Response to the First Notice. Participants were required to file a
response to the Second Notice with the Court and serve a copy of the response upon the Trustee
within fourteen (14) days of the filing of the Second Notice, demonstrating good cause for failure
to timely submit a Claim Response to the First Notice. In the absence of compliance by the
Participant, the Participant Claim would be disallowed, or conditionally allowed in the amount
set forth in the Second Notice (Claim Procedure Order, {4).

30.  Third, the Claims Procedure Order provided that the Trustee could resolve claims
of Participants for which a timely response was received to the First Notice or Second Notice by
filing an Affidavit of Claim Allowance/Disallowance as to any claims resolved by agreement
with the Participant. Upon the filing of the affidavit, the Participant’s claim would be allowed
without further Court order. (Claim Procedure Order, §6). In the absence of consensual

resolution of a Participant’s claim that was subject to a First Notice or Second Notice, the Claims
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Procedure Order provided that the Trustee could file omnibus objections to Participant Claims,
with certain modifications to Federal Rule of Bankruptcy Procedure 3007. (Claim Procedure
Order, §7-9).

CLAIM DETERMINATION!

L Conditionally Allowed Claims

31.  There are 131,351 timely filed Participant Claims and there are 777 late filed
Participant Claims as of March 22, 2019. Of the timely filed claims, there are 99,549 claims that
constitute Conditionally Allowed Claims, as defined below and consisting of the following: (i)
98,118 claims which, as filed, comport with the Net Equity formula according to the TelexFree
books and records; (ii) 38 claims that were resolved by agreement with the Participant after a
First Notice was sent; (iii) 33 claims that were resolved by agreement with the Participant after a
Second Notice was sent; and (iv) 1,360 claims for which the Trustee proposed allowance of the
Participant Claim in a reduced amount in the Second Notice and the Participant did not file a
response.

32.  “Conditionally Allowed Claims” are those Participant Claims which have been
allowed for purposes of distributions by the Trustee unless the Trustee files a supplemental
Notice of Claim Allowance or Disallowance, on or before ten (10) days prior to a scheduled
distribution to Participants. The conditional allowance of the Participant Claim is necessary to
allow the Trustee to consider additional information that may become available with respect to
the allowance of a Participant’s Conditionally Allowed Claim. Such information would include
information that the User Accounts attributed to a Participant are subject to conflicting claims of
ownership and/or that there are additional User Accounts that should be attributed to such

Participant.

! Attached as Exhibit “A” is a status summary of Participant Claims filed.
9
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33.  The Trustee will provide the Clerk’s Office with an electronic file containing,
with respect to each of the 98,118 Conditionally Allowed Claims that comport with the Net
Equity formula according to the TelexFree books and records: (i) the claim number that was
assigned to the Participant upon the filing by the Participant of their claim; (ii) the name of the
Participant as provided by the Participant on the Participant Claim; (iii) the country of residence
as identified by the Participant on their claim; and (iv) and the amount of the Conditionally
Allowed Claim. Each holder of a Conditionally Allowed Claim will be sent an email at the
address provided by the Participant on their claim informing them of the conditional allowance

of their claim and providing them with a link to the internet website www.kccllc.net/telexfree

that contains a listing of all Conditionally Allowed Claims. The aggregate amount of these
Conditionally Allowed Claims totals $339,472,924.34.

34.  There are 38 Participant Claims that have been resolved by agreement with the
Participant after the First Notice was sent. See First Affidavit of Claim Allowance and

Disallowance (the “First Darr Affidavit”) at §4, attached as Exhibit “B” hereto. The First Darr

Affidavit includes an exhibit with: (i) the claim number that was assigned to the Participant upon
filing the Participant Claim; (ii) the name of the Participant as provided by the Participant on the
Participant Claim,; (iii) the country of residence as identified by the Participant on the Participant
Claim; and (iv) and the amount of the Conditionally Allowed Claim. Each holder of a
Conditionally Allowed Claim will be sent an email at the address listed on their Participant
Claim providing them with the First Darr Affidavit and supporting exhibit that includes their
claim information. These claims can also be located on the internet website:

www .kecllc.net/telexfree. The aggregate amount of claims filed by the 38 Participants is

$45,000,414.18, which have been conditionally allowed in the amount of $372,403.83.

10
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35.  There are 33 Participant Claims that have resolved by agreement with the
Participant after the Second Notice was sent. See First Darr Affidavit at 7. The exhibit to the
First Darr Affidavit includes: (i) the claim number that was assigned to the Participant upon
filing the Participant Claim; (ii) the name of the Participant as provided by the Participant on the
Participant Claim; (iii) the country of residence as identified by the Participant on the Participant
Claim; (iv) the amount of the Conditionally Allowed Claim; (v) the docket number of the Second
Notice; and (vi) the docket number of the response filed by the Participant with the Court. Each
holder of a Conditionally Allowed Claim will be sent an email at the address listed on their
Participant Claim providing them with the First Darr Affidavit and supporting exhibit that
includes their claim information. These claims can also be located on the internet website:

www.kcclle.net/telexfree. The aggregate amount of claims filed by the 33 Participants is

$1,033,058.61, which have been conditionally allowed in the amount of $194,983.31.

36.  There are 1,360 Participant Claims that have been conditionally allowed in an
amount proposed by the Trustee pursuant to the Second Notice and for which no response was
filed by Participants. Of these 1,360 Participant Claims, there were 372 Participant Claims for
which a supplemental Second Notice was provided by regular mail because it was unclear if
electronic service had been successfully effectuated. The supplemental Second Notice had a
response deadline of March 1, 2019. See Second Affidavit of Claim Allowance and Disallowance

(“Second Darr Affidavit”) at 92, attached as Exhibit “C”. The Trustee will provide the Clerk’s

Office with an electronic file containing the following information on each claim: (i) the claim
number that was assigned to the Participant upon filing the Participant Claim; (ii) the name of the
Participant as provided by the Participant on the Participant Claim; (iii) the country of residence

as identified by the Participant on the Participant Claim; (1v) the amount of the Conditionally

11
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Allowed Claim; and (v) the docket number of the Second Notice. See Second Darr Affidavit at
92. Each holder of a Conditionally Allowed Claim will be sent an email at the address provided
by the Participant on their claim informing such Participant that they have a Conditionally

Allowed Claim and providing them with a link to the internet website www.kcclle.net/telexfree

that contains a listing of all Conditionally Allowed Claims. The aggregate amount of claims
filed by the 1,360 Participants is $54,753,636.08, which have been conditionally allowed in the
amount of $6,486,083.68.

IL. Disputed Claims

A. First Notice Claims

37.  There are 21,135 Participant Claims that were the subject of First Notices sent
electronically to Participants on July 24, 2018, August 13, 2018, and August 14, 2018. See First
Affidavit of Tina Marie Feil (“Feil Affidavit”), at §5, attached as Exhibit “D”; Second Darr
Affidavit, at 3. Pursuant to the Claims Procedure Order, Participants were provided not less
than thirty (30) days to submit a Claim Response. Feil Affidavit, at 6.

38.  There are 19,136 Participant Claims for which no Claim Response was received
and, as set forth below, these Participants were sent a Second Notice electronically. See Second
Darr Affidavit at §3. In addition to these Participant Claims, there are 350 Participant Claims as
to which a supplemental First Notice was sent by regular mail because it was unclear if the First
Notice sent by electronic service had been received. See First Affidavit of Jeffrey Miller (“Miller
Affidavit”), at 5, attached as Exhibit “E” hereto. These Participants will be sent a Second
Notice. There are 1,644 Participant Claims for which a Claim Response was submitted in
response to the First Notice. As referenced above, 38 of the Participant Claims for which a

Claim Response was submitted have been resolved by agreement with the Participant.

12
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Additionally, 55 Participant Claims for which a Claim Response was submitted have been
disallowed by agreement with the Participant. See First Darr Affidavit at 4. The Trustee is
evaluating the balance of the Claim Responses, totaling 1,556, reconciling them with the
TelexFree books and records, and interfacing with the Participants. After completing his
evaluation, the Trustee will either resolve the claims with the Participants, file a Second Notice,
or file objections to claims.

39.  There are 4,012 Participant Claims filed through the Portal that show a balance
due to the Participant of $0 based upon the Net Equity formula. These Participants will be
notified that the Participant will have no claim in these cases unless they provide additional
documentation to the Trustee within thirty (30) days of the date of notification. See Second Darr
Affidavit, at Y4.

40. There are 8,086 Participant Claims submitted through the Portal that show a
negative balance (that is, the claim reflects that the Participant is a Net Winner under the Net
Equity formula). These Participants will be notified that the Participant will have no claim in
these cases unless they provide additional documentation to the Trustee within thirty (30) days of
the date of notification. See Second Darr Affidavit, at §5.

B. Second Notice Claims

41.  As set forth in paragraph 38 above, there were 19,136 Participant Claims for
which Second Notices were sent electronically to Participants on November 30, 2018. See
certificate of service at docket entry 1127. Pursuant to the Claims Procedure Order, Participants
were provided not less than fourteen (14) days to file a response with the Court and serve a copy

of such response on the Trustee.

13
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42.  There were 13,351 Participant Claims for which no timely response was received
to the Second Notices and for which claim disallowance was proposed. Pursuant to the
provisions of the Claims Procedure Order, these claims are disallowed without further order of
the Court. The Trustee will provide an electronic file to the Clerk containing, with respect to
each claim: (i) the claim number assigned to the Participant upon filing the Participant Claim; (i1)
the name of the Participant as provided by the Participant on the Participant Claim; (iii) the
country of residence as identified by the Participant on the Participant Claim; and (iv) the docket
number of the Second Notice. See Second Darr Affidavit, at §6. Each holder of a disallowed
claim will be sent an email at the address listed on their Participant Claim informing them that
their claim has been disallowed and providing them with a link to the internet website

www.kcclle.net/telexfree that contains a listing of the disallowed claims. The aggregate amount

of claims filed by these 13,351 Participants is $464,395,777.47.

43.  There were an additional 3,802 Participant Claims for which a supplemental
Second Notice was provided by regular mail because it was unclear if electronic service had
been successfully effectuated and for which claim disallowance was proposed. See Miller
Affidavit, at 6. Responses to the Second Notice were required to be filed by March 1, 2019.
No responses were received from 3,740 of these Participants. Pursuant to the provisions of the
Claims Procedure Order, these claims are disallowed without further order of the Court. The
Trustee will provide an electronic file to the Clerk containing, with respect to each claim: (i) the
claim number that was assigned to the Participant upon filing the Participant Claim; (ii) the name
of the Participant as provided by the Participant on the Participant Claim; (iit) the country of
residence as identified by the Participant on the Participant Claim; (iv) the docket number of the

Second Notice; and (v) the date of service of the supplemental Second Notice. See Darr

14
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Affidavit, at §7. Each holder of a disallowed claim will be sent an email at the address listed on
their Participant Claim informing them that their claim has been disallowed and providing them

with a link to the internet website www.kccllc.net/telexfree that contains a listing of the

disallowed claims. The aggregate amount of claims filed by the 3,740 Participants is
$123,419,520.38.

44,  There are 685 Participant Claims for which a response was submitted to the
Second Notice (including the supplemental notice).? As referenced above, 33 of the Participant
Claims for which a response to Second Notice was received have been resolved by agreement
with the Participant with a Conditionally Allowed Amount, and 57 have been disallowed by
agreement with the Participant. There are 595 Participant Claims for which timely or untimely
responses to the Second Notice were submitted or filed and which are not yet resolved. Of these
claims:

1) 62 Participants filed timely responses with the Court;

(ii) 412 Participants submitted timely responses with the Trustee and either no

response to the Court or an untimely response to the Court;

(iii) 121 Participants submitted/filed untimely responses, with the Court and/or with

the Trustee.

See Darr Affidavit, at 8. Notwithstanding the improper filings and without waiver of
any rights, the Trustee is considering the responses to the Second Notice, including reasons
provided by the Participant for the late filing or improper filing for purposes of considering
appropriate disposition of the claims. See Darr Affidavit, at §8. After completing his evaluation,
the Trustee either seek to resolve the claims with the Participants or file objections to each claim,

if appropriate.

2 The Second Notice required that Participants file their response with the Court and serve a copy upon the Trustee.

13
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C. Late Filed Claims

45.  As provided above, there were 777 Participants who submitted a Participant
ePOC after the Final Bar Date. Pursuant to the provisions of the Claims Order and the Bar Date
Notice approved by the Court as set forth above, the late-filed claims are disallowed without
further notice or order of the Court. The Trustee will provide an electronic file to the Clerk
containing, with respect to each disallowed claim: (i) the claim number that was assigned to the
Participant upon filing the Participant Claim; (ii) the name of the Participant as provided on the
Participant Claim; (iii) the country of residence as identified on the Participant Claim; and (iv)
the date the Participant Claim was filed. Each holder of a disallowed claim will be sent an email

at the address listed on their Participant Claim informing them of the disallowance of their claim

and providing them with a link to the internet website www.kecllc.net/telexfree that contains a
listing of the disallowed claims. See Darr Affidavit, at 19. The aggregate amount of claims
asserted with respect to these disallowed late filed claims is $34,394,871.25.
Summary

46.  The claims determination process is ongoing and, as set forth above, substantial
progress has been made. There are 99,549 Participant Claims that have been conditionally
allowed in the aggregate amount of $346,526,593.16. There are 17,980 Participant Claims that
have been disallowed in the aggregate amount of $628,196,439.97. The Trustee will continue to
pursue resolution of the remaining unresolved claims. As to those Participants who filed claims
in the amount of $0 or as a Net Winner, the Trustee will pursue claim disallowance in the
absence of additional documentation from the Participant submitted within thirty (30) days of the
receipt of a letter from the Trustee. As to those Participants who have submitted timely or

deemed timely claim responses, the Trustee intends to seek resolution of the claim (in which case

16
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the Trustee will file supplemental Affidavits of Claim Allowance and Disallowance) or, in the
absence of resolution by agreement, the Trustee will file omnibus objections to claims with the
Court in accordance with the Claims Procedure Order. The Trustee will submit additional status
reports as to resolution of Participant claims as circumstances warrant.’

Notice

47.  The Trustee intends to have this Status Report translated into Spanish and

Portuguese and served upon all Participants who have submitted a Participant Claim through the
Portal.

STEPHEN B. DARR,

CHAPTER 11 TRUSTEE,

By his attorneys,

/s/ Andrew G. Lizotte

Harold B. Murphy (BBO #362610)

Andrew G. Lizotte (BBO #559609)

Murphy & King, Professional Corporation

One Beacon Street
Boston, MA 02108

Dated: April 12,2019
756304

3 The claims information provided herein is as of March 31, 2019.
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EXHIBIT A
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

In Re:
Chapter 11

Case No. 14-40987-MSH
Case No. 14-40988-MSH
Case No. 14-40989-MSH

TELEXFREE, LLC,
TELEXFREE, INC.,
TELEXFREE FINANCIAL, INC.,

Debtors. Jointly Administered

FIRST AFFIDAVIT OF CLAIM ALLOWANCE AND DISALLOWANCE

1, Stephen B. Darr, hereby submit the following First Affidavit of Claim Allowance and
Disallowance in accordance with the order (“Order”) dated December 26, 2017 approving the
Motion by Chapter 11 Trustee to Establish Omnibus Procedures for the Resolution of Disputed
Participant Claims.

1. I am the duly appointed Chapter 11 trustee (the “Trustee™) of the bankruptcy
estates of TelexFree LL.C, TelexFree Inc., and TelexFree Financial Inc., having been appointed
by order of the Court dated June 6, 2014.

2, I caused to be served Notices of Proposed Resolution of Claim (“First Notice”)

upon the Participants identified on Exhibit “A” hereto (the “Exhibit A Participants”) on the

respective dates set forth on Exhibit “A”, in accordance with the Order.
3. The Exhibit A Participants submitted timely or deemed timely Claim Responses
to the First Notice and such claims were then resolved by agreement with the Participant either

through electronic mail exchange or telephone conversation.
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4, Exhibit A contains the 38 Conditionally Allowed Claims! and 55 disallowed
claims, without further notice or order of the Court, in accordance with the Order.

5 T caused to be served Notices of Claim Allowance or Disallowance (“Second

Notice™) upon the Participants identified on Exhibit “B” hereto (the “Exhibit B Participants™) on

the respective dates set forth on Exhibit “B”, all in accordance with the Order.

6. The Exhibit B Participants filed timely or deemed timely responses to the Second
Notice with the Court and/or to the Trustee and such claims were then resolved by agreement
with the Participant either through electronic mail exchange or telephone conversation

Te Exhibit B contains the 33 Conditionally Allowed Claims, and 57 disallowed
claims, without further notice or order of the Court, in accordance with the Order.

I attest that, to the best of my knowledge, the foregoing is true and accurate.

Dated: ﬂ/»/op( /%, _20/% /Jfﬂ@v
/ Stephen ®. Darr

Chapter 11 Trustee
755743

! Terms not defined herein shall have the meaning set forth in the First Status Report Respecting Determination of
Participant Claims dated on or abeut April 12, 2019.
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

In Re:

Chapter 11
TELEXFREE, LLC, Case No. 14-40987-MSH
TELEXFREE, INC., Case No. 14-40988-MSH

TELEXFREE FINANCIAL, INC,, Case No. 14-40989-MSH

Debtors. Jointly Administered

' St N N N N et ew New?

SECOND AFFIDAVIT OF CLAIM ALLOWANCE AND DISALLOWANCE

1, Stephen B. Darr, hereby submit the following Second Affidavit of Claim Allowance
and Disallowance in accordance with the order (“Order”) dated December 26, 2017 approving
the Motion by Chapter 11 Trustee to Establish Omnibus Procedures for the Resolution of
Disputed Participant Claims.

1. ] am the duly appointed Chapter 11 trustee (the “Trustee”) of the bankruptcy

estates (“Estates”) of TelexFree LLC, TelexFree Inc., and TelexFree Financial Inc. (collectively,

“TelexFree” or the “Debtors™), having been appointed by order of the Court dated June 6, 2014.
Z. [ caused to be served Notices of Claim Allowance or Disallowance (“Second
Notices™) on 1,360 Participants proposing Conditionally Allowed Claims' and as to which no
response was filed by Participants including 372 Participant Claims for which a supplemental
Second Notice was provided by regular mail because it was unclear if electronic service had
been successfully effectuated. The supplemental Second Notice had a response deadline of
March 1,2019. Pursuant to the Order, these are Conditionally Allowed Claims without further

notice or order. I will provide the Clerk’s Office with an electronic file (the “Claim File”)

I Terms not otherwise defined herein shall have the meaning set forth in the First Status Report Respecting
Determination of Participant Claims dated on or about April 10, 2019.

1
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containing the following information as to each claim: (i) the claim number that was assigned to
the Participant upon filing the Participant Claim; (ii) the name of the Participant as provided by
the Participant on the Participant Claim; (iii) the country of residence as identified by the
Participant on the Participant Claim,; (iv) the amount of the Conditionally Allowed Claim; and
(v) the docket number of the Second Notice.

3. I caused to be served Notices of Proposed Resolution of Claim (“First Notices™)
upon 19,136 Participants and as to which no response was received. These Participants were
sent a Second Notice electronically. Seventy (70) of the First Notices were served by Huron
Consulting Group, LLC on July 24, 2018.

4, There are 4,012 Participant Claims submitted through the electronic claims portal
(“Portal”) that show a balance owing of $0 based upon the information supplied by the
Participant. These Participants will be sent a notice providing them with thirty (30) days in
which to provide additional information regarding their claims and, in the absence of a timely
response, the claim will be disallowed.

<3 There are 8,086 Participant Claims submitted through the Portal that show a
negative balance (that is, the claim reflects that the Participant is a Net Winner under the Net
Equity formula) based upon the information supplied by the Participant. These Participants will
be sent a notice providing them with thirty (30) days in which to provide additional information
regarding their claims and, in the absence of a timely response, the claim will be disallowed.

6. I caused 13,351 Participants to be served with a Second Notice proposing claim
disallowance and as to which no timely response was received. Pursuant to the Order, these
claims are disallowed without further notice or order. The Claims File will contain, with respect

to each disallowed claim: (i) the claim number assigned to the Participant upon filing the
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Participant Claim; (ii) the name of the Participant as provided by the Participant on the
Participant Claim; (iii) the country of residence as identified by the Participant on the Participant
Claim; and (iv) the docket number of the Second Notice.

T I caused an additional 3,740 Participants to be served with a supplemental Second
Notice by regular mail because it was unclear if electronic service had been successfully
effectuated and for which claim disallowance was proposed. Responses to the supplemental
Second Notice were required to be filed by March 1, 2019. No responses were received from
these Participants, and pursuant to the Order these claims are disallowed without further notice
or order. The Claims File will contain, with respect to each disallowed claim: (i) the claim
number that was assigned to the Participant upon filing the Participant Claim; (ii) the name of the
Participant as provided by the Participant on the Participant Claim; (iii) the country of residence
as identified by the Participant on the Participant Claim; (iv) the docket number of the Second
Notice; and (v) the date of service of the supplemental Second Notice.

8. There are 685 Participant Claims for which a response was submitted to the
Second Notice (including the supplemental notice). Thirty three (33) of the Participant Claims
for which a response to Second Notice was received have been resolved by agreement with the
Participant with a Conditionally Allowed Claim, and 57 have been disallowed by agreement with
the Participant. There are 595 Participant Claims for which timely or untimely responses to the
Second Notice were submitted or filed and which are not yet resolved. Of these claims:

(1) 62 Participants filed timely responses with the Court;

(ii) 412 Participants submitted timely responses with the Trustee and either no

response to the Court or an untimely response to the Court;
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@(ii) 121 Participants submitted/filed untimely responses, with the Court and/or with

the Trustee.

Notwithstanding the improper filings and without waiver of any rights, I am considering
the responses to the Second Notice, including reasons provided by the Participant for late filing
or improper filing, for purposes of considering appropriate disposition of the claims.

9. Tﬁere are 777 Participants Claims that were filed after the Final Bar Date.
Pursuant to the provisions of the Claims Order and the Bar Date Notice approved by the Court,
the late-filed claims are disallowed without further notice or order of the Court. The Claims File
will contain, with respect to each disallowed claim: (i) the claim number that was assigned to the
Participant upon filing the Participant Claim; (ii) the name of the Participant as provided on the
Participant Claim; (iii) the country of residence as identified on the Participant Claim; and (iv)
the date the Participant Claim was filed.

[ attest that, to the best of my knowledge, the foregoing is true and accurate.

Dated: April /2, 2019 3
Stephesd B. Darr

Chapter 11 Trustee
756133
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

In Re:
Chapter 11

TELEXFREE, LLC ,
TELEXFREE, INC.,
TELEXFREE FINANCIAL, INC.,

Case No. 14-40987-MSH
Case No. 14-40988-MSH
Case No. 14-40989-MSH

Debtors. Jointly Administered

' N N N et st N N s s’

FIRST AFFIDAVIT OF TINAMARIE FEIL
REGARDING SERVICE OF FIRST NOTICE

I, Tinamarie Feil, hereby submit the following affidavit regarding service of first notice.

1. I am employed as President of Client Services at BMC Group, Inc. (“BMC”),
which serves as a claims agent for Stephen Darr, the duly appointed Chapter 11 trustee (the
“Trustee”) of the bankruptcy estates (“Estates”) of TelexFree LLC, TelexFree Inc., and
TelexFree Financial Inc. (collectively, “TelexFree” or the “Debtors”).

2 I have been employed with BMC for 21 years. My responsibilities include serving
or supervising the service of mailings to creditors and other parties in interest in bankruptcy
cases.

: 3 The statements provided herein are based upon my personal knowledge, except as
otherwise provided.

4. Among the services provided by BMC in the TelexFree cases has been the
electronic delivery to persons who purchased membership plans in TelexFree (“Participants™) of
Notices of Proposed Resolution of Claim (“First Notice”) in accordance with the order dated
December 26, 2017 approving the Motion by Chapter 11 Trustee to Establish Omnibus

Procedures for the Resolution of Disputed Participant Claims (the “Claims Procedure Order”).
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S. On August 13,2018, and August 14, 2018, I caused BMC to serve 21,065
Participants with a First Notice. A certificate of service for the notices served has been filed with
the Court.

6. Pursuant to the Claims Procedure Order, Participants were provided not less than
thirty (30) days to submit a Claim Response.

I attest that, to the best of my knowledge, the foregoing is true and accurate.

Liamaiia Tt

Tinamarie Feil

Dated: April 8, 2019

756138
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UNITED STATES BANKRUPTCY COURT
DISTRICT OF MASSACHUSETTS

In Re:
Chapter 11

TELEXFREE, LLC ,
TELEXFREE, INC.,
TELEXFREE FINANCIAL, INC,,

Case No. 14-40987-MSH
Case No. 14-40988-MSH
Case No. 14-40989-MSH

Debtors. Jointly Administered

N’ Nae N N N’ Nwee? N’ N’ e Nane”

FIRST AFFIDAVIT OF JEFFREY MILLER REGARDING SERVICE OF
SUPPLEMENTAL FIRST NOTICE AND SUPPLEMENTAL SECOND NOTICE

I, Jeffrey Miller, hereby submit the following affidavit regarding service of supplemental
first notice and supplemental second notice.

1. I am employed as Senior Managing Consultant with Kurtzman Carson
Consultants, LLC (“KCC”), which serves as a claims agent for Stephen Darr, the duly appointed
Chapter 11 trustee (the “Trustee”) of the bankruptcy estates (“Estates”) of TelexFree LLC,
TelexFree Inc., and TelexFree Financial Inc. (collectively, “TelexFree” or the “Debtors”).

2. I have been employed with KCC for 5 years. My responsibilities include serving
or supervising the service of mailings to creditors and other parties in interest in bankruptcy
cases.

B The statements provided herein are based upon my personal knowledge, except as
otherwise provided.

4 Among the services provided by KCC to the Trustee in the TelexFree cases has
been the delivery to persons who purchased membership plans in TelexFree (“Participants™) of
Notices of Proposed Claim Resolution (“First Notice”) and Notices of Claim Allowance or

Disallowance (“Second Notice™) in accordance with the order dated December 26, 2017
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approving the Motion by Chapter 11 Trustee to Establish Omnibus Procedures for the

Resolution of Disputed Participant Claims (the “Claims Procedure Order”).

S. On November 30, 2018, I caused KCC to serve 350 Participants with a
supplemental First Notice which was sent by regular mail because it was unclear if the First
Notice that was sent to the Participants electronically had been received.

6. On February 1, 2019, T caused KCC to serve 3,802 Participants with a
supplemental Second Notice by regular mail because it was unclear if the Second Notice that
was sent to the Participants electronically had been received.

1 attest that, to the best of my knowledge, the foregoing is true and accurate,

i :} .
Dated: April 12, 2019 &
Jeffrey 1. Miller
756140 -



