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IN THE UNITED STATES BANKRUPTCY COURT 
FOR THE EASTERN DISTRICT OF WISCONSIN 

 

In re: 

CandE Hoffman Holdings, Inc.    Case No. 24-25415-beh 
   

Debtor.     Chapter 11 
 
 
In re: 
 
 Eric J. Hoffman and Cheryl A. Hoffman,  Case No. 24-25416 
 
   Debtors.     Chapter 11 
 
 

ORDER ON FEE APPLICATION  
 
 

After the Court sustained the U.S. Trustee’s conflicts-based objection to 

the employment of counsel for the individual debtors—but allowed that counsel 

to be employed on behalf of the corporate entity debtor—counsel filed its 

interim fee application, seeking $205,957.45 in fees and $1,351.96 in 

expenses. The U.S. Trustee objected and sought sanctions of at least 

$54,226.50 for what it asserted was improper continued representation of the 

individual debtors. The parties agreed the Court could allow interim partial 

compensation of the undisputed amount of $153,082.91 in fees and $1,351.96 

Beth E. Hanan 
United States Bankruptcy Judge

So Ordered. 
 
Dated: December 28, 2025
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in expenses, leaving resolution of the objection until submission of the final fee 

application.1 

Entity counsel submitted its final fee application, seeking allowance of a 

total of $243,281.95 in fees and $2,770.37 in expenses (less the $154,434.87 

already paid and including the $261.00 the firm agrees should have been 

eliminated earlier). This order resolves the U.S. Trustee’s objection. For the 

reasons described below, the Court allows $233,590.07 in fees and expenses, 

of which $79,155.20 remains to be paid. In other words, the Court has reduced 

the total fees sought by $12,462.25. 

BACKGROUND 

The corporate debtor, CandE Hoffman Holdings, Inc., filed this 

Subchapter V case on Oct. 11, 2024. ECF No. 1. On the same day, its 

principals Eric J. and Cheryl A. Hoffman filed their own Subchapter V 

case.  Case No. 24-25416.  At the time of filing, all three debtors were 

represented by the Kerkman & Dunn firm, and each filed an Application to 

Employ. ECF No. 5; Case No. 24-25416, ECF No. 8. The debtors also filed a 

motion for joint administration, pursuant to Fed. R. Bankr. P. 1015(b). ECF No. 

6; Case No. 24-25416, ECF No. 9. The debtors asserted they were affiliates of 

each other, per 11 U.S.C. § 101(2). Debtors stated they did not believe actual 

conflicts existed between them and sought to ease the administrative burden of 

paying two separate firms. They asserted the two cases were inter-related and 

inter-dependent. ECF No. 6, at 4. With no objections filed, the Court granted 

the motion on October 16, 2024. ECF No. 28.2 There has been no real dispute 

that the primary step to reaching confirmed plans would be the negotiations 

with the franchisor and sublessor, The Barbers: Hairstyling for Men & Women, 

 
1 The interim award for fees should have been $151,730.95, as the order counsel submitted 
and the Court signed counted the $1,351.96 expense amount twice. ECF No. 228. 
 
2 Joint administration of two bankruptcy cases is not the same as a substantive consolidation. 
Whether the case is jointly administered has nothing to do with rights creditors have against 
each estate, nor rights and liabilities of one estate to the other. Fed. R. Bankr. P. 1015. See 
also In re N.S. Garrott & Sons, 63 B.R. 189, 191 (Bankr. E.D. Ark. 1986).  
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Inc. and Regis Corporation (collectively, “Regis”), and Regis’s ability to obtain 

consent from landlord Walmart. See ECF No. 75, at 2. See also, ECF Nos. 50, 

68, 91, 92, 104, 106, 107, 120, 132, 142, 143, 154 & 195. 

On October 25, 2024, the U.S. Trustee objected to both the entity’s and 

the individuals’ applications to employ Kerkman & Dunn, citing 11 U.S.C. 

§ 327(a). ECF No. 54; Case No. 24-25416, ECF No. 27. The objection asserted, 

among other things, that the entity was a creditor of the individuals, and that 

an outside company owned by the individuals was a creditor of the entity. Case 

No. 24-25416, ECF No. 27 at 2. After a hearing on Nov. 19, 2024, where the 

U.S. Trustee acknowledged disclosures were adequate,3 the Court sustained 

the objection in part, denying Eric and Cheryl’s application to employ Kerkman 

& Dunn. ECF No. 80; Case No. 24-25416, ECF No. 33. The Court allowed the 

firm to continue in its representation of the entity. See, e.g., In re Jeep Eagle 

17, Inc., No. 09-23708 DHS, 2009 WL 2132438 (Bankr. D.N.J. July 13, 2009) 

(permitting, after a conflicts challenge, firm to represent debtor and two other 

corporate debtors, but not two individual debtors who had claims against the 

other estates, where there was no bad faith or intentional failure to disclose); In 

re Straughn, 428 B.R. 618, 628 (Bankr. W.D. Pa. 2010) (in light of conflict, 

giving counsel option to represent one of the two debtors, where debtors are a 

corporate debtor and its majority shareholder and president). Counsel for the 

entity stated he had some ideas of new bankruptcy counsel to recommend to 

the Hoffmans, and hoped they would have representation by the December 3 

status conference.4 See ECF No. 269 at 14, citing transcript. 

 
3 Federal Rule of Bankruptcy Procedure 2014(3) requires certain initial disclosures. See, e.g., In 
re KLE Equipment Leasing, LLC, 672 B.R. 756, 767–68 (Bankr. E.D. Wis. 2025), describing 
sufficiency of disclosures in jointly administered Chapter 11 cases. 
 
4 The division of labor over the ensuing couple of months may have been clearer if the Court 
had set a deadline for the Hoffmans to retain new counsel. See, e.g., In re Straughn, 428 B.R. at 
628 (staying proceedings for submission of new employment applications and directing second 
debtor to “immediately” retain substitute counsel). Notably, the U.S. Trustee did not ask the 
Court to impose a deadline for retention of successor counsel. 
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The U.S. Trustee did not object to the continued joint administration of 

the two cases. On February 12, 2025, debtors Eric and Cheryl filed an 

application to employ new counsel for their case—the Bakke Norman firm—and 

the Court granted the application on March 18, 2025, effective as of February 

12, 2025. ECF Nos. 129, 139. 

On July 9, 2025, Kerkman & Dunn filed an interim application for 

compensation in the total amount of $205,957.45. ECF No. 206. On July 30, 

the U.S. Trustee objected to allowance of $54,226.50 of fees, asserting that 

Kerkman & Dunn included fees for services to Eric and Cheryl Hoffman’s case 

after the date the Court disqualified the firm from representing them, and thus 

the Court should disallow any fees between the time of that order and when it 

approved new counsel for the Hoffmans. ECF No. 226. Kerkman & Dunn then 

filed a supplement in support of its application, and in a proposed order noted 

that objections raised by the U.S. Trustee would be resolved in conjunction 

with the firm’s final fee application. After review, the Court approved a total of 

$154,434.37 in interim fees and expenses through June 30, 2025. ECF Nos. 

228 & 229. On September 12, 2025, the Court confirmed plans of 

reorganization for the corporation and for the individual debtors. ECF Nos. 262 

& 263. On September 17, 2025, Kerkman & Dunn filed its final application for 

compensation of fees and expenses in the total amount of $246,052.32, with a 

$91,617.45 balance remaining. ECF No. 269. The fee application states that 

the average billing rate is $380.00/hour. Objections were due October 8, 2025. 

The final fee application addresses the earlier disputed amounts and includes a 

$261.00 voluntary reduction from the first interim fee application. 

Outside events have affected the progress of this case. October 1, 2025, 

was the beginning of the federal government shutdown. As of that date, the 

duration of the shutdown was unknown. Among other things, the shutdown 

limited the activities of the Office of the U.S. Trustee. The Anti-Deficiency Act 

also limited the ability of the Court’s staff to perform work and limited the 

Court’s ability to undertake certain matters and to conduct certain hearings, 

creating a backlog. 
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No party filed an objection to the final application for compensation, so 

on October 9, 2025, Kerkman & Dunn submitted a proposed order approving 

its request. ECF No. 278. On October 28, 2025, the Court posted a docket 

entry advising that “due to a lapse in appropriations funding the Department of 

Justice beginning as of October 1, 2025, and the resulting limitations imposed 

by the Antideficiency Act, specifically 31 U.S.C. § 1342, the Court is 

withholding ruling on Kerkman & Dunn’s final application for compensation 

(which necessarily seeks a resolution of the disputes raised in the U.S. 

Trustee’s objection to counsel’s first interim application), until after attorney 

furloughs have ended.” 

The government funding resumed on November 13, 2025. Since then, the 

U.S. Trustee has not filed any further objection to Kerkman & Dunn’s final fee 

application or sought a hearing. Nonetheless, the U.S. Trustee has not 

withdrawn its original statement of objections, leaving those objections to be 

resolved in conjunction with this final fee application, as the parties agreed in 

July. 

Arguments of the Parties 

The U.S. Trustee does not challenge any amounts in the firm’s final fee 

application based on lack of reasonableness. Instead, the U.S. Trustee’s 

objection sorts the Kerkman & Dunn services into several groups. It 

acknowledges that the firm segregated and eliminated a number of “personal 

fee” entries for Mr. and Mrs. Hoffman. See ECF No. 226, at 3 (regarding 

services between October 11, 2024 and December 17, 2024). But the U.S. 

Trustee asserts that the firm missed some entries which should have been 

segregated and eliminated. See ECF No. 226, at 4–6 (regarding services 

between October 11, 2024 and February 13, 2025). The U.S. Trustee then 

criticizes the firm for providing free representation to the Hoffmans after the 

November 19, 2024 hearing which disqualified the firm from that 

representation. ECF No. 226, at 6–7. For that conduct, the U.S. Trustee asserts 

additional fees should be disallowed. ECF No. 226, at 2. The U.S. Trustee 

suggests an appropriate sanction for wrongfully representing the Hoffmans 
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after disqualification is to reduce the firm’s fee by $54,226.50, the total billings 

for work between November 20, 2024, and March 18, 2025, the day the Court 

granted the Hoffmans’ request to retain the Bakke Norman firm. In other 

words, the U.S. Trustee argues, citing 11 U.S.C. § 328(c) and In re Tomczak, 

283 B.R. 730, 736 (Bankr. E.D. Wis. 2002), that the Court should employ its 

discretion to deny Kerkman & Dunn compensation for any services that 

benefitted the Hoffmans’ estates, and for work done for the entity, CandE 

Hoffman Holdings, during a period that extends more than one month after the 

effective employment date of Bakke Norman. ECF No. 226, at 9. 

Kerkman & Dunn lodged several responsive arguments. The firm states 

that the U.S. Trustee disputed 27 entries, totaling 34.7 hours of service as 

improperly charged, and five entries, totaling 5.9 hours of service that were 

deemed ‘no charge’ but should not have been performed.5 See ECF No. 269-2. 

The firm’s invoices attribute a billed value of $15,371.00 to those same entries. 

ECF No. 269, at 9. This total includes $261.00 in fees from November 4 and 5, 

2024, which the firm now agrees should have been eliminated earlier. The 

firm’s main argument is that many of the disputed entries relate to fees for 

services that benefitted all three debtor estates. ECF No. 269, at 9. Where a 

service primarily benefited the entity’s estate, the firm contends the service 

should be allowable. The firm asserts that case law addressing fees for services 

for a debtor-client that also convey a benefit to another non-client party is 

sparse, but analogizes to In re Horizon Ridge Med. & Corp. Ctr., LLC, No. BAP 

NV-14-1532-DJUKI, 2016 WL 742716 (B.A.P. 9th Cir. Feb. 23, 2016). ECF No. 

269 at 10.6 

Discussion about specific entries is expanded upon below. 

 
5 The firm counts 29 entries in dispute as improperly charged. Compare ECF No. 226, at 4–6 
with ECF No. 269, at 9. 
 
6 The firm asserts that this Court cited In re Horizon Ridge Med. & Corp. Ctr., LLC “favorably,” 
ECF No. 269, at 10, in its In re Lupton Consulting LLC decision. 638 B.R. 897 (Bankr. E.D. Wis. 
2022). In Lupton, the Court cited Horizon, among other cases, for the premise that “services 
that are intended to benefit the debtor or the debtor’s principals, but not the estate in a 
Chapter 11 case, are not compensable.” 638 B.R. at 907. That premise applies here. 
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ANALYSIS 

A. Applicable Law 

Compensation of professionals is governed by 11 U.S.C. §§ 328 and 330. 

Compensation for representation in a Chapter 11 bankruptcy case is premised 

on meeting the requirements of 11 U.S.C. § 327(a); that is, that the attorney be 

disinterested and not hold or represent an interest adverse to the estate. 

Section 330(a)(1)(A) provides for “reasonable compensation for actual, 

necessary services” and “reimbursement for actual, necessary expenses.” See In 

re Lupton Consulting LLC, 638 B.R. at 906. Section 330(a)(3) requires the 

bankruptcy court to consider “all relevant factors” in determining 

reasonableness of compensation. Excluded from those factors are services that 

are not “reasonably likely to benefit the debtor’s estate” or are not “necessary to 

the administration of the case.” 11 U.S.C. § 330(a)(4)(A). The bankruptcy court 

has the duty to examine all applications for attorneys’ fees, even in the absence 

of objections. 

Section 328 of the Code provides that a court “may deny allowance of 

compensation” rendered by a professional person employed under 11 U.S.C. 

§ 327, if such professional is not a disinterested person or represents an 

interest adverse to the estate with respect to the matter on which such 

professional person is employed. See In re Crivello, 134 F.3d 831, 836 (7th Cir. 

1998) (addressing allowance of fees for erroneously-employed counsel, after 

disinterestedness became apparent). When objections are raised, the Court’s 

review is not limited to the items in controversy. 11 U.S.C. § 329.  

Some courts consider bankruptcy courts to lack any discretion to allow 

compensation to a lawyer, who from the start of the representation was not 

disinterested. See, e.g., In re BBQ Resources, Inc., 237 B.R. 639, 640 (Bankr. 

E.D. Ky. 1999). Other courts read the Bankruptcy Code to allow discretion to 

weigh the particular circumstances. See e.g., In re Watson Seafood & Poultry 

Co., Inc., 40 B.R. 436, 440 (Bankr. E.D.N.C. 1984) (ruling that court should 

have ability to allow partial fees despite conflict of interest where need for 
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sanction is outweighed by the equities of the case but ultimately allowing a 

reduced hourly rate because debtor rehabilitation not achieved). See also, In re 

N.S. Garrott & Sons, 63 B.R. 189, 193 (Bankr. E.D. Ark. 1986) (listing cases 

taking each view). 

This Court must follow Seventh Circuit precedent, where it exists. The 

case of In re Milwaukee Engraving Co., Inc., 219 F.3d 635, 638–39 (7th Cir. 

2000), cert. denied Maier, McIlnay & Kerkman, Ltd. v. Bodenstein, 531 U.S. 

1112 (2001), is instructive. In that Chapter 11 case, the court denied the 

debtor in possession’s application to employ a law firm because the firm also 

was representing the DIP’s owner. 219 F.3d at 636. Because the law firm 

already had performed a substantial amount of work for the DIP before being 

disqualified, the firm sought compensation in the form of an administrative 

expense claim under 11 U.S.C. § 503(b). Id. The appellate court disallowed the 

law firm’s claim, reversing both the bankruptcy and district court decisions. As 

described by Judge Kelley in In re Tirado, 329 B.R. 244, (Bankr. E.D. Wis. 

2005), the Milwaukee Engraving decision clarified other Seventh Circuit 

precedent regarding Chapter 11 counsel compensation. See 329 B.R. at 249-

250, describing In re Grabill Corp., 983 F.2d 773 (7th Cir. 1993), In re Singson, 

41 F.3d 316 (7th Cir. 1994), and Kravit, Gass & Weber, S.C. v. Michel (In re 

Crivello), 134 F.3d 831 (7th Cir. 1998). Judge Kelley then laid out the succinct 

holding of Milwaukee Engraving: 

Singson disposes of the question at hand. True, the facts of 
Singson differ from the facts of this case, but the legal issue is the 
same: may a bankruptcy court compensate an attorney for services 
despite denying an application under § 327? That issue was 
resolved in Singson, which answered “no.” 

329 B.R. at 251, citing 219 F.3d at 637. 

At this point no party disputes the Court’s prior ruling that 

simultaneously representing both the entity and the individual Hoffmans posed 

a conflict for the firm, and that the Court denied the Hoffmans’ application to 

employ the firm under 11 U.S.C. § 327. 
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B. Categories of Challenged Fees 

As a first category, the U.S. Trustee objects to fee entries dated between 

October 11, 2024 and November 14, 2024, before the Court issued its ruling. 

The objection contends that the firm should have segregated and eliminated 

these fee entries. The initial entries in this category reflect 25.4 hours on 

October 11, the date the petitions were filed, and according to the U.S. Trustee, 

“some of which likely would have been ‘personal fees’ related to the Hoffmans.” 

ECF No. 226, at 4. The firm specifically disputes the challenge to the October 

11, 2024 services, billed in the amount of $10,881.00. The firm points out that 

the first day motions all related to the entity. ECF No. 269, at 11. It says the 

only first day motion that benefited Mr. and Mrs. Hoffman was the motion for 

joint administration. 

After reviewing the docket and the particular motions, the Court agrees 

that the three entries in question reflect work done on first day motions, 

motions which concerned the entity’s ability to pay employees, use cash 

collateral, continue its cash management system and allow time to reject 

contracts and unexpired leases. Some work was done that day to finalize the 

declaration of Eric Hoffman, a declaration which described the events leading 

to the bankruptcy filings, but the purpose of the declaration was to support the 

entity’s first day motions. ECF No. 10. Separating out any benefit the 

Hoffmans’ estates received from the firm’s drafting of the motion for joint 

administration, when there is no dispute the firm would have been the drafter 

on behalf of the entity estate in any event—see ECF No. 269 at 11-12—and 

would have consulted the Hoffmans as principals of the entity debtor, is of 

such a negligible degree that the Court will allow the full $10,881.00. 

The remaining seven entries challenged by the U.S. Trustee in the first 

category mention emails to Mr. and Mrs. Hoffman and refer to preparation of 

schedules and statements and monthly operating reports, use of business and 

personal DIP accounts, or missing tax returns. The entries total 1.8 hours. The 

firm agrees that the entries on November 4 and 5 did not necessarily benefit 

the entity estate, and so it agrees to a reduction of $261.00 for those services. 
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ECF No. 269, at 12. (That reduction is already included in the final fee 

application. ECF No. 269 at 2.) The firm then explains that the entries for 

November 8, 12, 13, and 14 either wholly or largely benefitted the entity. The 

copies of emails the firm attached to its response support that explanation. 

The supplemented descriptions and docket itself reflect that the work 

described in these five challenged entries benefitted the entity while only, if at 

all, incidentally benefitting the individuals. Accordingly, the Court will allow 

90% of those fees, or 90% of the total amount of $354.00, equaling $318.60. 

The reduction accounts for any benefit to the Hoffmans’ estates which the firm 

was not employed to undertake. See, e.g., In re Midway Indus. Contractors, Inc., 

272 B.R. 651, 665 (Bankr. N.D. Ill. 2001) (in a case of failure to disclose, 

reducing allowable fees by 44%, and noting a range of percentage reductions by 

other courts, from 10%, 44%, 50% and 60%). 

The next category of fees to which the U.S. Trustee objects runs from 

November 20, 2024 to February 13, 2025. These fees represent services which 

the U.S. Trustee asserts should have been segregated and eliminated, 

contending “a large portion of these … hours were related to the representation 

of the Hoffmans.” ECF No. 226, at 4-6. In contrast, the firm characterizes those 

services as primarily benefitting the entity while only incidentally benefitting 

the individuals’ estates, and therefore should be allowable. The firm’s final fee 

application states that caselaw for this premise is sparse, but analogizes to one 

decision, In re Horizon Ridge Med., 2016 WL 742716, supra. See ECF No. 269 

at 10-11. 

Nine of the entries in this category describe efforts to assist Mr. and Mrs. 

Hoffman in retaining successor counsel. Those entries total 3.8 hours, for fees 

of $2,185.00.7 The firm’s primary argument in support of those fees is an effort 

to achieve an efficient outcome for the entity. Its secondary argument is that 

the entity debtor would be burdened if the individuals were to retain 

 
7 The firm’s response does not address the January 14, 2025 fee entry, reference No. 21 in ECF 
No. 269, but the Court finds it is in the same category. 
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“incompetent counsel.” See ECF No. 269, at 14-15.8 In addition, the firm notes 

that its efforts to locate a new lawyer for the Hoffmans “were hampered by the 

U.S. Trustee, who indicated that he would likely object to any retainer for the 

new lawyer. As a result, it took longer for K&D to locate another lawyer willing 

to take the case.” ECF No. 269, at 15, citing Exhibit C thereto, ECF No. 269-3, 

at 25. The firm also cites SCR 20:1.16(d), duty to protect a client’s interests, to 

support its argument that the entity benefitted by the firm’s efforts to help the 

individuals retain qualified counsel.9 The firm also may be relying on that Rule, 

which requires terminated counsel to turn over a client’s files to successor 

counsel upon demand, as authority for the firm to call and email potential 

successor counsel candidates.10 

In the Court’s analysis, applicable legal authority does not support the 

firm’s view. First, the Horizon decision relied upon by the firm is inconsistent 

with the Seventh Circuit holdings in Singson and Milwaukee Engraving.11 

 
8 The firm states that the Court “reacted somewhat negatively” to the proposition that the 
Hoffmans might represent themselves in the Chapter 11 case. The firm cites In re Ryan 1000, 
LLC, 631 B.R. 722 (Bankr. E.D. Wis. 2021) as an example of difficulties arising when a Chapter 
11 debtor has ill-equipped counsel. See ECF No. 269, at 14, n.4. In that case, proposed 
counsel for the LLC failed to disclose an actual or potential conflict of interest and lacked any 
experience in handling Chapter 11 cases. The Court explained there that a lawyer hoping to 
represent a Chapter 11 debtor must have more than just integrity; that counsel must also have 
a strong knowledge of technical requirements under the Bankruptcy Code. 631 B.R. at 738.  
9 Wisconsin caselaw reflects numerous disciplinary decisions citing a suspended or otherwise 
disciplined lawyer for failing to inform his or her client to seek new counsel, pursuant to SCR 
201.16(d). But this Court has been unable to locate caselaw applying that SCR rule to any duty 
to locate new counsel for a former client, or a duty to a current client to assist a non-
client/former client in the retention of new counsel. 
10 SCR 20:1.16(d) states: “Upon termination of representation, a lawyer shall take steps to the 
extent reasonably practicable to protect a client’s interests, such as giving reasonable notice to 
the client, allowing time for employment of other counsel, surrendering papers and property to 
which the client is entitled …”. The ABA comment to that subsection states: “Even if the lawyer 
has been unfairly discharged by the client, a lawyer must take all reasonable steps to mitigate 
the consequences to the client. …” 
11 In Horizon, the bank challenged the fee application of debtor’s counsel, contending that a 
large part of counsel’s services benefited debtor’s principals, but not the debtor estate itself. 
The Horizon court first considered that in order to be compensable, professional services need 
not result in an actual material benefit to the estate. 2016 WL 742716, *6, citing Ferrette & 
Slater v. United States Trustee (In re Garcia), 335 B.R. 717, 724 (9th Cir. B.A.P. 2005). Horizon 
then quotes the Garcia decision: “Instead, a professional need demonstrate only that the 
services were reasonably likely to benefit the estate at the time rendered.” Id. The court 
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When an application for employment has been denied, the estate may not pay 

for the legal services benefitting the applicant anyway. See 219 F.3d 635. 

Moreover, it is the responsibility of the debtors themselves to retain new 

counsel, if they desire to be represented. See, e.g., In re Stinchfield, BAP No. 

CC–17–1209–STaF, 2018 WL 1354339, at *5 (9th Cir. B.A.P. March 13, 2018) 

(concluding no right to counsel in bankruptcy cases, and citing Hernandez v. 

Whiting, 881 F.2d 768, 770-71 (9th Cir. 1989) (citing Lassiter v. Dep’t of Soc. 

Servs., 452 U.S. 18, 25-27 (1985)). 

To be sure, there may be benefit to the entity estate to keep the jointly 

administered cases progressing toward plan formation and confirmation if 

entity counsel could help the Hoffmans find new bankruptcy counsel while 

they operate the business and while Mrs. Hoffman works full-time for an 

outside employer. But the real benefit of that assistance inures to the 

Hoffmans’ estates rather than the entity’s estate.  

The Court recognizes that while the firm was prohibited from 

representing the individual debtors’ estates from November 20, 2024 forward, 

counsel still had to communicate with the entity’s principals, and individual 

debtors—the Hoffmans. While the Court has been unable to locate caselaw 

specifically discussing the propriety of fees for counsel of one debtor to assist 

separate (but intertwined) former client-debtors obtain their own counsel, there 

is no dispute that this assistance was given after the employment application 

was denied.   

Last, the Court is not persuaded that any duty under SCR 20:1.16(d) 

stretches so far as to require conflicted counsel to locate successor counsel for 

a former client. Accordingly, the $2,185.00 in fees for efforts to locate new 

counsel for the Hoffmans’ estates will be disallowed. 

 
reviewed the contentious nature of the proceeding, which included competing Chapter 11 
plans, and even though debtor’s plan was not confirmed, the court concluded that at the time 
he rendered the services, debtor’s counsel’s activities were reasonably likely to benefit the 
estate. 
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The other three challenged entries in this category are for drafting 

“motions to extend deadlines to file plan … and November monthly operating 

reports,” ($678.50) “review and revise motions to extend time to file plans 

…and … monthly operating reports,” ($460.00) and “telephone conference with 

J. Schank, subchapter V trustee for the individuals regarding status of the 

case and December personal monthly operating report.” ($287.50.) See ECF No. 

226, at 5-6. These three entries reflect 3.6 hours totaling $1,426.00. Again, the 

firm contends that the entity benefitted by these services, even if there was 

some benefit to the individuals, because the work kept the case moving, 

avoided issues and did not harm the entity. ECF 269, at 15. 

But lack of harm to the entity estate as a rationale for compensation 

ignores the objective of ensuring undivided loyalty and untainted advice from 

professionals and ignores the holdings in Singson and Milwaukee Engraving. 

The two motions appear to have benefited the entity and the individuals 

equally—and so the Court will disallow one-half of the $1,138.50 fees for the 

December 22, 2024 motions preparation and the December 23, 2024 motions 

revision. In other words, the Court allows $569.25 for those two entries. The 

January 29, 2025 phone call to Subchapter V Trustee Schank concerns only 

the individuals, so the Court will disallow the full $287.50 for that service. 

Beyond the discussion above allowing or disallowing discrete challenged 

fees, the Court considers the U.S. Trustee’s request to impose additional 

sanctions because the firm provided service to the Hoffmans’ estates, albeit 

without charge but contrary to the Court’s order denying that employment. The 

firm’s response does not directly address this challenge, beyond acknowledging 

that it seeks no charge for work it concedes was on behalf of the individuals. 

The firm provided service to the Hoffmans free of charge for a total of 24.7 

hours (see ECF No. 226, at 4, identifying 18.7 hours, and ECF No. 226, at 6-7, 

identifying 5.9 hours). At its average hourly rate, $380, those fees would have 

been charged at approximately $9,386.00. 

The Court does not find it appropriate to disallow all fees incurred 

between the order finding a conflict and the order approving new counsel for 
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the Hoffmans, as the U.S. Trustee suggests. First, the U.S. Trustee’s requested 

sanction period—through March 18, 2025—ignores the terms of the order 

granting the Bakke Norman employment application. The Court approved new 

counsel for the Hoffmans effective February 12, 2025,12 and the only time entry 

the U.S. Trustee challenges in February, 2025 is for the firm’s review of the 

Bakke Norman employment application, a service the firm clearly undertook on 

behalf of the entity, and therefore is allowable. Beyond that, the sanction 

amount the U.S. Trustee seeks would disallow fees for services that only 

benefitted the debtor entity, and that request merits some tempering as 

discussed below. 

Where there is no alleged intentional non-disclosure, as here, a 

bankruptcy court need not order a complete disallowance of fees. See In re 

Midway, 272 B.R. at 664 (assessing compensation challenge to erroneously 

employed counsel). Authority cited by the U.S. Trustee permits a court to 

sanction by disallowing those fees benefitting the non-represented debtor’s 

estate but still allow fees on behalf of the represented estate. See, e.g. In re 

Spanjer Bros., Inc., 191 B.R. 738, 753-544 (Bankr. N.D. Ill. 1996) (disallowing 

fees and expenses on behalf of the non-represented party while counsel 

simultaneously represented his own debtor-client: “Even if Needler provided 

valuable services to the Spanjer estate (the non-client), his violation of the 

court’s order and § 327 warrants disallowance of the fees and costs,” but 

noting court would not exercise its discretion to deny all fees and expenses 

sought). Similarly, the U.S. Trustee cites In re Tomczak, 283 B.R. 730 (Bankr. 

E.D. Wis. 2002). In that case, special counsel to the chapter 7 trustees failed to 

disclose that a member of his firm might be called as a witness. The court 

recognized that other courts adopt an array of approaches to denying some or 

all fees to counsel in the circumstance of non-disclosure. Here, in a Chapter 11 

case there was no failure to disclose. But the Court agrees with Tomczak that it 

 
12 In fact, the Bakke Norman final fee application reflects work done on behalf of the Hoffmans 
beginning February 3, 2025. See ECF No. 291. 
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should “adopt the flexible approach of balancing needs for sanctions with the 

inequity which would otherwise result from a complete denial of all fees and 

disbursements.” Id. at 736. 

Accordingly, the Court undertakes a balancing of need for sanctions with 

the inequity that would result from a complete disallowance. The Court will 

disallow $9,386, the value of fees provided to the individuals without charge 

and not otherwise addressed herein. 

In sum, the Court has disallowed $34.50 for entries challenged from 

November 8, 12, 13 and 14, $2,185.00 in fees challenged from November 20 to 

February 13, 2025 for efforts to obtain successor counsel, $569.25 for 

challenged entries on December 22 and 23, 2024, $287.50 for the challenged 

entry of January 29, 2025, and $9,386.00 in sanctions for providing non-

charged service to the Hoffmans despite denial of the employment application. 

These disallowed amounts total $12,462.25. 

Separately, neither the U.S. Trustee nor any other party has challenged 

the reasonableness of the services provided solely to the debtor entity. Beyond 

the reasoning for the deductions described above, the Court finds that services 

provided to the entity were reasonable and necessary and ultimately led to a 

successful result for the debtor entity. They are allowed. 

In sum, the Court sustains the objection of the U.S. Trustee in part and 

allows compensation to the Kerkman & Dunn firm for representation of the 

debtor entity in the total amount of $233,590.07 in fees and expenses, of which 

$79,155.20 remains to be paid. The debtor CandE Hoffman Holdings Inc. is 

authorized to pay the unpaid balance of the amounts approved. 

##### 
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