




















10. Dr. Dietrich also opines that “Dr. Henning’s assertion that ‘the Funds’ financial
statements and accompanying certifications recently eliminated the statements
referencing GAAP compliance is an acknowledgement by the Respondents that the prior
reports departed from GAAP’ is not an accounting opinion. It also is unsupported and
does not conform to the rules of logic.” Dietrich Report at 5. I adopt that opinion.

11.  The opinions I adopt above, and the additional reasons I describe, are based on my
extensive accounting experience and not intended to constitute a legal opinion. I have
also relied on the literature described above and other professional and academic
resources.

12. I understand that the Court has ordered that I may not submit an expert report in this
matter. However, it is my opinion that Dr. Henning’s opening and rebuttal reports are
flawed for reasons beyond those described above. If [ were permitted to submit an expert
report, | would detail those opinions and the reasons for them.

October 3, 2016 /s/ Charles R. Lundelius, Jr.
Charles R. Lundelius, Jr.




STATEMENT OF PIETRO (PETER) VINELLA

[ have been retained by counsel for Lynn Tilton, Patriarch Partners, LLC, Patriarch
Partners VII, LLC, Patriarch Partners XIV, LLC and Patriarch Partners XV, LLC

(collectively, “Respondents” or “Patriarch Partners™).

I understand that Marti Murray will be unavailable to prepare to testify at the hearing in
this matter, which is currently scheduled to commence on October 24, 2016, and last
approximately three weeks.

[ have been told that, on August 22, 2016, Respondents moved to modify the Prehearing
Order, dated May 7, 2015, to allow them to submit additional reports from three new
expert witnesses, including myself. I understand that, on September 16, 2016, the Court
denied Respondents’ motion to submit additional reports from new expert witnesses.
However, the Court wrote that “Respondents may consider having one or more of [the
proposed experts] adopt the opinions of the existing expert report[s] as his own and being
examined by the Division on those opinions.” Lynn Tilton, Admin. Proc. Rulings
Release No. 4161 (ALJ Sept. 16, 2016).

In her report, Ms. Murray “provide[s] testimony and opinions in response to certain
opinions and conclusions of the Division’s expert Ira Wagner (Wagner). Specifically,
[she] address[es] Mr. Wagner’s opinions that ‘[i]nstead of following the indentures as she
was obligated to do, Tilton came up with a subjective approach to categorizing assets,’
and that the failure to categorize the assets in the manner he opines was required ‘was
adverse to the interests of the Zohar CLO funds and the investors and beneficial to
Tilton,” as well as his conclusions that Patriarch Partners (‘Patriarch”) and Lynn Tilton
(*Tilton”) breached the standard of care and other obligations set forth in the Collateral
Management Agreements ("“CMA’) for the Zohar Funds (the ‘Funds”) and violated
Patriarch’s duties to the Funds.” Murray Report at 1 (f 1).

I have reviewed the reports of Ira Wagner and Ms. Murray. I adopt the opinions of Ms.
Murray as my own, to the extent described below.

Ms. Murray opines that:

While it is unusual to house a Distressed Debt Turnaround strategy in a CLO, the
governing documents for the Zohar Funds provided Patriarch with the necessary
tools, including the ability to modify loans to avert default. This flexibility
allowed Patriarch to preserve optionality, and provided the Funds and their
stakeholders with an opportunity for success and upside. Murray Report at 1

( L.ii).

Based on my experience implementing such agreements and without offering any opinion
regarding a Distressed Debt Turnaround strategy, I adopt that opinion to the following
extent: the Zohar Funds’ governing documents permitted Patriarch Partners (as the
collateral manager) broad authority over the management and disposition of the



underlying loans, including, without limitation, the ability to modify loans for any reason
at its sole discretion.

1. Additionally, Ms. Murray opines that:

Under the standard set forth in Section 2.4 of the CMA, rather than the benchmark
of “typical CLO”” managers, Patriarch’s management approach should be
evaluated from the perspective of what a manager of a Distressed Debt
Turnaround strategy would have reasonably done operating within a CLO that
provides the same level of constraints and discretion as the Zohars under the
circumstances that Patriarch faced. Murray Report at 2 (§ 1.v).

Based on my experience as a CLO administrator implementing such agreements, I adopt
this opinion in that it is consistent with the general language in Section 2.4, requiring the
collateral manager to “render its services to the same degree of skill and attention
exercised by institutional investment managers of national standing generally in respect
of assets of the nature and character of the Collateral and for clients having similar
investment objectives and restrictions, in each case except as otherwise expressly
provided in the Indenture.”

8. I adopt these opinions, to the extent described above, based on my years of experience as
a CLO collateral administrator, the material | have reviewed, and my familiarity with
literature in the field. My reasons described above are not intended to be a legal opinion.

9. I understand that the Court has ordered that I may not submit an expert report in this
matter. However, it is my opinion that Mr. Wagner’s report is flawed for reasons beyond
those described above. If 1 were permitted to submit an expert report, | would detail
those opinions and the reasons for them.

oA Vel

Pietro (Peter) Vinella

October 3, 2016




STATEMENT OF STEVEN L. SCHWARCZ

[ have been retained by counsel for Lynn Tilton, Patriarch Partners, LLC, Patriarch
Partners VII, LLC, Patriarch Partners X1V, LLC and Patriarch Partners XV, LLC
(collectively, “Respondents™ or “Patriarch Partners™).

I understand that Marti Murray will be unavailable to prepare for, or to testify at, the
hearing in this matter, which is currently scheduled to commence on October 24, 2016,
and last approximately three weeks.

[ have been told that, on August 22, 2016, Respondents moved to modify the Prehearing
Order, dated May 7, 2015, to allow them to submit additional reports from three new
expert witnesses, including myself. I understand that, on September 16, 2016, the Court
denied Respondents’ motion to submit additional reports from new expert witnesses.
However, the Court wrote that “Respondents may consider having one or more of [the
proposed experts] adopt the opinions of the existing expert report[s] as his own and being
examined by the Division on those opinions.”™ Lynn Tilton, Admin. Proc. Rulings

Release No. 4161 (ALJ Sept. 16, 2016).

In her report, Ms. Murray “provide[s] testimony and opinions in response to certain
opinions and conclusions of the Division’s expert Ira Wagner (Wagner). Specifically,
[she] address[es] Mr. Wagner’s opinions that ‘[i]nstead of following the indentures as she
was obligated to do, Tilton came up with a subjective approach to categorizing assets,’
and that the failure to categorize the assets in the manner he opines was required ‘was
adverse to the interests of the Zohar CLO funds and the investors and beneficial to
Tilton,” as well as his conclusions that Patriarch Partners (*Patriarch’) and Lynn Tilton
(‘Tilton”) breached the standard of care and other obligations set forth in the Collateral
Management Agreements (‘CMA”) for the Zohar Funds (the ‘Funds’) and violated
Patriarch’s duties to the Funds.” Murray Report at 1 ( 1).

I have reviewed the reports of Wagner and Ms. Murray. [ adopt the opinion of Ms.
Murray as my own, to the extent described below.

Ms. Murray opines as follows:

While it is unusual to house a Distressed Debt Turnaround strategy in a CLO, the
governing documents for the Zohar Funds provided Patriarch with the necessary
tools, including the ability to modify loans to avert default. This flexibility
allowed Patriarch to preserve optionality, and provided the Funds and their
stakeholders with an opportunity for success and upside. Murray Report at 1

(1 Lii).

[ adopt that opinion to the following extent: successful execution of the Zohar Funds’
investment strategy required flexibility in managing the portfolio-company investments.
For example, Patriarch might choose to allow a portfolio company to delay payment of
interest or principal on its debt, enabling the company to use the cash for other purposes
that could assist with its successful turnaround. A successful turnaround would enhance



the portfolio company’s value and potentially increase the amount the Funds would
realize from their investment in the portfolio company.

p | understand that the Court has ordered that | may not submit an expert report in this
matter. However, it is my opinion that Mr. Wagner’s report is flawed. If I were
permitted to submit an expert report, | would detail my opinions and the reasons for
them.

October 3, 2016 /s/ Steven L. Schwarcz

Steven L. Schwarcz



