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1223 Grant Avenue, Suite C
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Phone: 415.895.5175
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July 22, 2021

Honorable Sheri Bluebond, Chief Judge

United States Bankruptcy Court

Central District of California

Edward R. Roybal Federal Building and Courthouse
255 E. Temple Street, Suite 1534 / Courtroom 1539
Los Angeles, CA 90012

Case Name: J.T. Thorpe Inc
Case Number: 2:02-bk-14216-BB & L.A-04-35876-BB;

Dear Judge,

I am writing on behalf of Beneficiaries of the J.T. Thorpe, Inc. Asbestos Trust regarding MSP
RECOVERY CLAIMS. SERIES LLC, et al v. J.T. Thorpe, Inc., et al filed in your Court on July 13,2021.!
This lawsuit should come as no surprise to you as you have knowingly ignored overwhelming irrefutable
evidence of J.T. Thorpe Trust Fiduciary “Bankruptcy Crimes™ allowing and inciting the Trust Fiduciaries
(including your ‘close and personal’ friend Eve Karasik) to act with impunity.? In fact, my Law Firm,
who passed over $50 million dollars in claims for beneficiaries with Trusts you oversee, has provided you
with detailed and extensive evidence of Bankruptcy Crimes at the J.T. Thorpe, Inc. (and Thorpe
Insulation) Trusts, and you’ve done absolutely nothing except affix your signature and “Approve and
Settle” every J.T. Thorpe Annual Report filed by your close and personal friend Eve Karasik. Not a
surprise that Karasik’s fraud and concealment (of failure to pay Medicare by J.T. Thorpe Trust Advisory
Committee Members Alan Brayton and Steven Kazan) prompted the recently filed MSP v. J.T Thorpe,
Inc. case.

In an effort to be transparent, please note that I have already had extensive discussions with the
attorneys for MSP Recovery. I have provided them with extensive evidence (already in your possession)
related to Bankruptcy Crimes and corruption by you in coordination with J.T. Thorpe Trust Fiduciaries
Eve Karasik, Alan Brayton, Steven Kazan, Laura Paul, and Barbara Malm. I have also provided MSP
Recovery’s Counsel information relating to Bankruptcy Crimes of former Trust Fiduciaries Stephen
Snyder, Gary Fergus, and Sara Beth Brown — who collectively misappropriated over $100 Million from

! The Face Page of the Complaint is attached to this letter.
? See list of “Bankruptcy Crimes” defined in 18 U.S.C. Sections 152-154. See also J.T. Thorpe, Inc. and Thorpe
Insulation Company v. Michael J. Mandelbrot Case 2:12-AP-02182-BB.




the Thorpe Trusts while banning legitimate claims while you did nothing but provide judicial support for
their crimes!?

In addition, I have provided the attorneys for MSP Recovery all of the letters T have written you
related to J.T. Thorpe Fiduciary Fraud (2013-2021). I informed the attorneys how you laughingly and
mockingly approved every J.T. Thorpe and Thorpe Insulation Annual Report (and Motion) filed by Eve
Karasik (your close and personal friend) knowing the tremendous harm to and theft from J.T. Thorpe and
Thorpe Insulation Beneficiaries.

I have provided the lawyers for MSP Recovery all key documents related to the J.7. Thorpe, Inc.
and Thorpe Insulation v. Mandelbrot cases, including your unabashed and dishonorable Judicial
misconduct related to Mandelbrot’s successful Appeal (of your dishonorable rulings...).

Because of your decades of favoritism, bias’, insider dealing, and extensive Ex Parte
Communications with Trust Fiduciaries (such as Kazan, his partner David McClain, and Eve Karasik),
Asbestos Trust Fiduciaries presumed they could act with impunity - like during the sham Thorpe and J.T.
Thorpe Asbestos Settlement Trust Fund lawsuits versus my office. Hopefully, these new lawsuits are one
step in slowing the Asbestos Trust Fiduciary and Judicial bad faith in your Courtroom. However, given
your modus operandi of having Ex Parte Communications with Bankruptcy Court litigants (to ensure
bias’, favoritism, favorable rulings), there is little doubt you’ve already had extensive Ex Parte
Discussions with Eve Karasik regarding this recently filed matter.*

Unlike the dishonest “Judge” in the J.T. Thorpe, Inc. and Thorpe Insulation v. Mandelbrot cases,
the Beneficiaries of the J.T. Thorpe, Inc. Trust are expecting an unbiased, honest, qualified, and ‘real’
Judge (not you) in the newly filed MSP Recovery v. J.T. Thorpe, Inc. case. Not a Judge, like you, proven
to be riddled with favoritism, bias’, and bad faith.

We note that you published my letter of January 11, 2021 into the Thorpe and J.T. Thorpe, Inc.
bankruptcy case files, but failed to publish my previous and subsequent letters detailing J.T. Thorpe. Inc.
Asbestos Trust Fraud by Trustees and Trust Advisory Committee Members (Brayton, Kazan et al.). This
information provided to you detailing Judicial and Trust fraud was critical to all Beneficiaries of the J.T.
Thorpe and Thorpe Insulation Trusts. As you have prohibited my office from filings in these cases, why
are you ‘selectively’ deciding what letters to publish?

I sent detailed letters to you on February 5, 2019, December 13, 2019, June 10, 2020, and May 3,
2021 which detailed extensive Thorpe and J.T. Thorpe Settlement Trust Advisory Committee (Steve
Kazan, Alan Brayton) fraud, including the theft of Thorpe and J.T. Thorpe Settlement Asbestos Trust
funds for Brayton’s wedding. I included the ‘actual’ Bankruptcy Trust check and detailed e-mails from
Brayton’s wife to the Trust Fiduciaries regarding the same. Why didn’t you publish these documents
for the benefit of J.T. Thorpe, Inc. and Thorpe Insulation Trust Beneficiaries?

* See J.T. Thorpe, Inc. and Thorpe Insulation Company v. Michael J. Mandelbrot Case 2:12-AP-02182-BB including
Declarations by Michael J. Mandelbrot and all related Appeal Documents and transcripts.

“ See J.T. Thorpe, Inc. and Thorpe Insulation Company v. Michael J. Mandelbrot Case 2:12-AP-02182-BB. See
Bluebond’s many e-mails to local litigant Sandy Frey regarding Bankruptcy matters (already provided to you and
the Judicial Council).




I also sent you extensive information regarding insider dealing, bad faith, and judicial misconduct
germane to J.T. Thorpe, Inc. Beneficiaries. Why didn’t you publish that information or at least
provide it to the U.S. Trustee?

Not surprisingly, the J.T. Thorpe, Inc., and Thorpe Insulation (Pacific) Settlement Trust Annual
Reports filed April 28, 2021 (by your buddy Eve Karasik) fail to mention the lawsuit above, while
simultaneously concealing and dismissing J.T. Thorpe, Inc. Fiduciary misconduct (as Karasik’s Annual
Reports have done for more than a decade). You have prohibited me and my office from “Objecting” to
the Annual Reports to raise these ongoing issues of Fiduciary criminal misconduct so please allow this to
serve as your ‘notice’.

Sadly, like with the sham lawsuits J.T. Thorpe, Inc. and Thorpe Insulation Company v.
Michael J. Mandelbrot Case 2:12-AP-02182-BB, it is the BENEFICIARIES of the J.T. Thorpe, Inc.
Trust who will ultimately ‘pay’ for these J.T. Thorpe, Inc. Trust Fiduciary transgressions. Karasik, the
J.T. Thorpe, Inc. Trust, and the Fiduciaries will undoubtedly seek “Indemnity” in fighting the recently
filed lawsuit. Any settlements will be paid by Beneficiaries. All defense costs will be paid by J.T. Thorpe,
Inc. Beneficiaries. The Beneficiaries will also be stuck with all of Karasik’s excessive billings related to
this case. Tens of millions of dollars of additional J.T. Thorpe, Inc. Beneficiary funds will soon be
exhausted. All solely due to a dishonest Judge (you) and her corrupt close and personal buddies (Karasik,
Brayton et al.) corruption.

Regards, % %/7 2

Michael J. Mandelbrot, Attorney

Cc: Justice Department
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[Pro Hac Vice Applications Pending]

Attorneys for MSP RECOVERY CLAIMS,
SERIES LLC, a Delaware Series Limited
Liability Company; MSPA CLAIMS 1, LLC, a
Florida Limited Liability Company; MAO-MSO
Recovery Il LLC, a Delaware Series Limited
Liability Company; and MSP RECOVERY
CLAIMS SERIES 44, LLC, a Delaware Series
Limited Liability Company

UNITED STATES BANKRUPTCY COURT

Desc

CENTRAL DISTRICT OF CALIFORNIA, LOS ANGELES DIVISION

Inre Case Nos. 2:02-bk-14216-BB & LA-04-35876-

BB

J.T. THORPE, INC.,
[Jointly Administered Under Case No. LA-02-
Debtor. 14216-BB]
Chapter 11

MSP RECOVERY CLAIMS, SERIES LLC, a
Delaware Series Limited Liability Company;
MSPA CLAIMS 1, LLC, a Florida Limited | Adv. No.
Liability Company; MAO-MSO RECOVERY

II LLC, SERIES PMPI, a Segregated Series of | PLAINTIFFS’ COMPLAINT FOR

MAO-MSO Recovery II LLC, a Delaware | DECLARATORY RELIEF AND

Series Limited Liability Company; and MSP | DAMAGES
RECOVERY CLAIMS SERIES 44, LLC, a
Delaware Series Limited Liability Company,

6298-000\56\1603179.1
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United States Trustee Program Chapter 11 Trustee Handbook

discovers or verifies the existence of fraudulent activity, the trustee should notify the United States
Trustee immediately.

1. Duty to Report Criminal Conduct

Unless a judge or receiver has already made such report, 18 U.S.C. § 3057 requires a
trustee to report suspected violations of federal criminal law to the appropriate United States
Attorney. Section 586 of title 28 imposes a similar duty on the United States Trustee to refer any
matter that may constitute a violation of criminal law to the United States Attorney and, upon
request, to assist the United States Attorney in prosecuting the matter. 28 U.S.C. § 586(a)(3)(F).

A chapter 11 trustee should coordinate efforts with the United States Trustee in the criminal
referral process. As noted above, if the trustee has reasonable grounds to believe that a crime has
been committed, the trustee is required to refer the matter to the United States Attorney. 18 U.S.C.
§ 3057(a). However, depending on local practice, the trustee should either submit the referral
through the United States Trustee or provide a copy of the referral to the United States Trustee.
The mechanics of the actual referral should be discussed with the United States Trustee, the
Assistant United States Trustee, or the Regional Criminal Coordinator for the Criminal
Enforcement Unit, as they have developed specific procedures with the local offices of the United
States Attorney and the Federal Bureau of Investigation.

In making a criminal referral, it is important to provide specific factual and documentary
information. At a minimum, the referral should include:

- the bankruptcy case name, file number, and chapter;

- a chronological summary, including dates and specific facts related to the who,
what, where, when, and how of the suspected crime;

- a brief narrative of what occurred in relation to each allegation, referring to copies
of relevant documents;

- an estimate of the amount of loss involived;

- names, addresses, phone numbers, titles, and descriptions of likely witnesses;

- copies of all written documents relevant to the allegations; and

- a statement of other related referrals made to law enforcement agencies.

2. Types of Criminal Conduct

The most common bankruptcy crimes are set forth in 18 U.S.C. § 152. Section 152 makes
it a crime for any individual to * knowingly and fraudulently” (1) conceal property of the estate;
(2) make a false oath or account in relation to a bankruptcy case; (3) make a false declaration,
certification, verification, or statement in relation to a bankruptcy case; (4) make a false proof of
claim; (5) receive a material amount of property from the debtor with intent to defeat the
Bankruptcy Code; (6) give, offer, receive, or attempt to obtain money, property, reward, or
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United States Trustee Program Chapter 11 Trustee Handbook

advantage for acting or forbearing to act in a bankruptcy case; (7) transfer or conceal property with
the intent to defeat the Bankrupicy Code; (8) conceal, destroy, mutilate, or falsify documents
relating to the debtor’s property or affairs; or (9) withhold documents related to the debtor’s
property or financial affairs from a trustee or other officer of the court. 18 U.S.C. § 152.

Persons other than the debtor, the debtor’s principals, or the debtor’s management may
commit bankruptcy crimes. For example, a chapter 11 trustee may discover potential theft or
embezzlement by professionals employed by the debtor, or by the debtor’s employees.

Sections 153 and 154 of title 18 are specifically directed to trustees and other officers of the
court. Section 153 relates to the knowing and fraudulent misappropriation, embezzlement, or
transfer of property, or destruction of any estate document, by the trustee or other officer of the
court. The Bankruptcy Reform Act of 1994, Pub. L. 103-394, 108 Stat. 4106, 4139 (1994),
broadened the scope of those affected by this statute to include an agent, employee, or other person
engaged by the trustee or officer of the court.

Section 154 of title 18 prohibits a trustee or other officer of the court from knowingly
purchasing, directly or indirectly, any property of the estate of which such person is a trustee or
officer; or from knowingly refusing to permit a reasonable opportunity for the inspection of estate
documents or accounts when directed by the court to do so. It also specifically identifies the
United States Trustee as the only party in interest who does not require a court order directing the
trustee or court officer to permit a reasonable opportunity for inspection. 18 U.S.C. § 154(3).

Section 155 of title 18 makes it a crime for any party in interest or its attorney to knowingly
and fraudulently enter into an agreement with another party in interest or its attorney, for the
purpose of fixing the fee or compensation to be paid them for services rendered in connection
therewith, from assets of the estate. 18 U.S.C. § 155. ‘

The Bankruptcy Reform Act of 1994 added 18 U.S.C. § 156, “Knowing Disregard of
Bankruptcy Law or Rule,” and 18 U.S.C. § 157, “Bankruptcy Fraud.” See Pub. L. 103-394, 108
Stat. 4106, 4140 (1994). Section 156 makes it a misdemeanor if a bankruptcy case or related
proceeding is dismissed because of a knowing attempt by a “bankruptcy petition preparer” in any
manner to disregard the requirements of the Bankruptcy Code or the Federal Bankruptcy Rules.
18 U.S.C. § 156. The term “bankruptcy petition preparer” does not include the debtor’s attorney or
an employee of the debtor’s attorney, but applies to a person who prepares for compensation a
document for filing by a debtor in bankruptcy court or district court. 11 U.S.C. § 110(a).
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Section 157 is similar to the federal mail fraud and wire fraud statutes in that it requires a
person to devise or intend to devise a scheme or artifice to defraud. A person, not only a debtor,
commits bankruptcy fraud if, for the purpose of executing or concealing this scheme or artifice to
defraud, that person:

H files a petition under title 11;

(2)  files a document in a proceeding under title 11; or

(3)  makes a false or fraudulent representation, claim, or promise concerning or in
relation to a proceeding under title 11, at any time before or after the filing of the
petition, or in relation to a proceeding falsely asserted to be pending under such
title.

See 18 U.S.C. § 157.
If a person falsely claims to be in bankruptcy, this is a violation of § 157.

Further, the Sarbanes-Oxley Act of 2002, Pub. L. 107-204, 116 Stat. 745 (2000), added
18 U.S.C. § 1519, making the “destruction, alteration, or falsification of records in federal
investigations and bankruptcy” a felony. Under § 1519,

Whoever knowingly alters, destroys, mutilates, conceals, covers up, falsifies, or
makes a false entry in any record, document, or tangible object with the intent to
impede, obstruct, or influence the investigation or proper administration of any
matter within the jurisdiction of any department or agency of the United States or
any case filed under title 11, or in relation to or contemplation of any such matter or
case, shall be fined under this title, imprisoned not more than 20 years, or both.

18 US.C. § 1519.

There are several other criminal statutes that may be relevant to bankruptcy crimes
including those relating to bank fraud, tax fraud, mail and wire fraud, and money laundering.
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CHAPTER 3: QUALIFICATIONS AND ACCEPTANCE
A, GENERALLY

A chapter 11 trustee or examiner must be a “disinterested person,” successfully complete a
background investigation, and, in the case of a trustee, post a bond. In addition, pursuant to
§ 321(a), the trustee must be competent to perform the statutory duties set out in § 1106, which arel
discussed in more detail in Chapter 6, infra. Additional considerations for the selection will be
based on the unique circumstances of the specific case. The unique circumstances of the case
frequently dictate the terms of the court order directing the appointment.

Some persons are automatically precluded from serving as a trustee or examiner. For
example, an examiner appointed in a case may not serve as a trustee in the same case, 11 U.S.C.
§ 321(b); and the United States Trustee is precluded from serving as either a chapter 11 trustee,
11 U.S.C. §§ 321(c), 1104(d), or examiner, 11 U.S.C. § 1104(d). Finally, relatives of the United
States Trustee in the region where the case is pending, or of the bankruptcy judge approving the
appointment, are ineligible to serve. Fed. R. Bankr. P. 5002(a).

The United States Trustee does not select the chapter 11 trustee or examiner in isolation
from other parties in the case. Section [104(d) requires the United States Trustee to consult with
the parties in interest prior to the appointment. 11 U.S.C. § 1104(d). The United States Trustee
will give full and fair consideration to each candidate. Although the United States Trustee is not
required to select one of the candidates nominated by the parties, the qualifications of the person(s)
recommended and the views of parties in interest will be given due consideration. Further,
unsecured creditors may seek the election of a trustee if they are dissatisfied with the United States
Trustee’s selection. See Chapter 4, infra.

B. A TRUSTEE OR EXAMINER MUST BE A “DISINTERESTED PERSON”

The word “person” is defined at § 101(41) and includes partnerships and corporations, '
well as individuals. Pursuant to § 321(a)(2), partnerships and corporations that are authorized by
their charters or bylaws to act as trustee are eligible to serve as trustees. However, the United

States Trustee generally appoints individuals.

The term “disinterested person” is defined at § 101(14). The trustee or examiner must not
be one of the following:

- a creditor, equity security holder, or insider (which includes relatives of an
individual debtor and persons in control of a debtor that is a corporation or
partnership; see § 101(31) for definition of “insider”);
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- an investment banker for any outstanding security of the debtor, either at present or
at any time in the past;

- an investment banker for a security of the debtor within three years before the filing
of the petition, or an attorney for such an investment banker in connection with the
offer, sale, or issuance of a security of the debtor;

- a present director, officer, or employee of the debtor or of the debtor’s investment
banker;

- a former director, officer, or employee of the debtor or of the debtor’s investment
banker within the two years prior to the date of the filing of the petition;

- a person holding an interest materially adverse to the interest of the estate or of any
class of creditors or equity security holders, by reason of any direct or indirect
relationship to, connection with, or interest in the debtor or the debtor’s investment
banker or attorney for the debtor’s investment banker.

See 11 US.C. § 101(14).

1. Full Disclosure

When the United States Trustee files an application for court approval of the appointment
of a trustee or examiner, the application must be accompanied by an affidavit of the person being
appointed. Fed. R. Bankr. P. 2007.1(c). The application and affidavit must describe all of the
connections of the proposed trustee or examiner to other persons involved in the case. Id. This
allows the bankruptcy judge to ensure that the person appointed satisfies all the requirements for
appointment, particularly the requirement of disinterestedness. Because the determination of
“disinterestedness” can turn on so many variables, it is imperative that the trustee or examiner
candidate disclose all connections to the debtor, all other parties, and all professionals in the case
prior to selection. Determining these connections early in the process will also facilitate the
appointment approval process if the person is selected.

In addition to the United States Trustee’s application, Bankruptcy Rule 2007.1 also requires
the designated person to submit a verified statement listing all connections with the debtor,
creditors, any other party in interest, their respective attomeys and accountants, the United States
Trustee, and any employee of the United States Trustee. Id. Although the term “connections” is
not defined in the rules, the Advisory Committee note accompanying Bankruptcy Rule 2007.1
contains the following explanation:

The requirement that connections with the United States trustee or persons
employed in the United States trustee's office be revealed is not intended to enlarge
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the definition of “disinterested person” in § 101(13) [redesignated as § 101(14)] of
the Code, to supersede executive regulations or other laws relating to appointments
by United States trustees, or to otherwise restrict the United States trustee’s
discretion in making appointments. This information is required, however, in the
interest of full disclosure and confidence in the appointment process and to give the
court all information that may be relevant to the exercise of judicial discretion in
approving the appointment of a trustee or examiner in a chapter 11 case.

Fed. R. Bankr. P. 2007.1 Advisory Committee Note (1991).

A former employee of the United States Trustee's office responsible for the case, or anyon
with a past professional relationship with either the United States Trustee or an employee of the
United States Trustee in the region where the case is pending, must disclose that relationship.
Other factors may be significant and any reasonable doubts regarding the relevance of a particular
)

ANy

et of circumstances should be resolved in favor of full disclosure. See In re The Leslie Fay Cos.,
nc., 175 B.R. 525, 533 (Bankr. S.D.N.Y. 1994).

2. Full Disclosure — A Continuing Obligation

The determination of “disinterestedness™ does not end with the appointment. Any new
donnections that the trustee or examiner, or any professional employed by the trustee or examiner,
dstablishes or discovers after appointment should be brought to the attention of the court and the
United States Trustee through the filing of a supplemental verified statement. See e.g., In re
Granite Partners, LP., 219 BR. 22, 35 (S.D.N.Y. 1998) (Rule 2014 and § 327 contain implied
uty of continuing disclosure). Failure to reveal connections that are later determined to have
ndered the trustee or examiner not “disinterested” could result in removal as well as the denial o
isgorgement of compensation. See 11 U.S.C. §§ 327, 328; United States v. Schilling (In re Big
ivers Elec. Corp.), 355 F.3d 415 (6" Cir. 2004).

i §

In the interest of judicial economy and cost reduction, a single trustee is sometimes
appointed to serve in two or more related chapter 11 cases. See Fed. R. Bankr. P. 2009(c)(2).
Generally, the trustee appointed in multiple cases will employ the same set of professionals to
rdpresent each of the related estates. However, both the trustee and the professionals appointed to
serve in more than one related case must be extremely sensitive to the independent duty imposed

Although some courts have determined that multiple representation in related estates
cieates a rebuttable presumption that the representation is per se improper, see, e.g., In re Lee, 94
BLR. 172, 180 (Bankr. C.D. Cal. 1988), the greater weight of authority favors a case by case
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VIEW O Thie Tacts To determine the propriety of the Tepresentation. Sée In Fé BH &P, Thc., Y49 F2d
300, 1312 (3d Cir. 1991) (citing In re Martin, 817 F.2d 175 (1® Cir. 1987)).

Whenever the interests of separate, related estates diverge, the trustee should immediately
consult with the United States Trustee and file such disclosures as are necessary and appropriate to
protect each estate and the trustee from charges of a lack of “disinterestedness.” Based on the
particular facts, a trustee appointed in multiple cases may be required to resign from one or more of
the cases. Accord Fed. R. Bankr, P. 2009(d) (court shall order separate trustees for jointly
administered estates where conflict of interest).

C.. BACKGROUND INVESTIGATION

All persons appointed to serve as trustees or examiners in a chapter 11 case must undergo a
security background investigation. In addition to the initial application form, the appointee is
required to complete an affidavit in a format prescribed by the Executive Office for United States
Trustees and provide the information necessary for completion of name, fingerprint, tax, and credit
checks. This information will be forwarded by the local Office of the United States Trustee to the
Office of Review and Oversight (“OR0”), Executive Office for United States Trustees, within ten
working days after an appointment is made. If additional or clarifying information is needed, ORO
will contact the United States Trustee who will then notify the appointee. The resolution of
questionable information may require an affidavit from the trustee or examiner, and/or additional
information or documents.

New security application forms are not required if a background investigation is in progress
or has been completed within the preceding five years in connection with another chapter 11,
chapter 7, or standing trustee appointment.

D. BOND

To qualify as a chapter 11 trustee, the trustee must post a bond in favor of the United States
of America within five days after selection. 11 U.S.C. § 322(a). The initial amount and sufficiency
of the bond is determined by the United States Trustee, 11 U.S.C. § 322(b)(2); however, it is the
trustee’s duty to monitor the bond and ensure that it is maintained in an appropriate amount
throughout the pendency of the case. The United States Trustee can assist the trustee in obtaining a
bond by providing contact with bonding companies used by other trustees. If the trustee wishes to
obtain a bond from a different company, the trustee must ensure that the company appears on
Treasury Circular 570, which lists those companies holding certificates of authority as acceptable
sureties on federal bonds. Only companies appearing on this list are approved by the United States
Trustee as sureties on trustee bonds.
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