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SUPREME COURT OF THE STATE OF NEW YORK 
COUNTY OF NEW Y O R K :  IPS PART 10 

GOTTESMAN COMPANY, D e c i s i o n  
Index No 
Seq No. : 

Present: 
P l a i n t i f f ,  

- a g a i. n s t - 

KEYSTONE ENTERPRISES, INC - and 
KEYSTONE H O L D I N G S ,  LLC,  

D e f e n d a n t s .  

and  Orde r  
603352/03  
010 

APR 2 1 2011 
X _ _ _ _ _ _ - _ _ _ - - - - - - _  _ _ _  

NEW YORK 
R e c i t a t i o n ,  a s  r e q u i - r e d  b y  CPLR 2 2 1 9  [ a ] ,  of the w C L E R K S O F F I C E  
c o n s i d e r e d  i n  t h e  r e v i e w  o f  t h i s  ( t h e s e )  m o t i o n ( s )  : 

Papers Numbrrsd 
Non-Party Bruderman OSC (quash) w / M J B  a f f i d ,  MA a f f i r m ,  e x h s  . 1 

Non-Party Bruderman reply w / M J B  a f f i d ,  e x h s  . . . . . . . . . .  3 
Non-Pary Bruderrnan r e p l y  w/MA a f f i r m ,  exhs . . . . . . . . . .  4 
Dragon's supporting p a p e r s  w/EAH a f f i d ,  exhs . . . . . . . . .  5 

_______________-____--------------------------------------------- 

Gottesman opp w/ADH af€irrn, exhs . . . . . . . . . . . . . . .  2 

Gottesman sur-reply w / A D H  a f f i r m  . . . . . . . . . . . . . . .  6 

T h i s  case w a s  randomly  reassigned t o  this par t .  I n  t h e  

underlying action, which  w a s  tried before  a j u r y ,  p l a i n t i f f  

o b t a i n e d  a money judgment a g a i n s t  d e f e n d a n t  K e y s t o n e  Hold ings ,  

LLC ( K e y s t o n e ) .  The judgment  h a s  n o t  been satisfied. 

I n  mot ion  .sequr.ncu 01  0 ,  n o n p a r t i e s  Matthew J.  Bruderman, 

Alpha  6 D i s t r i b u t i o n s ,  LLC, D r i f  k Boardwear,  LLC, Treadstone 

Group, I n c . ,  Vanadium, Inc- .  , and W i l s h i r e  Properties LLC 

( c o l l e c t i v e l y ,  t h e  Account  I l o l d e r s ) ,  by o r d e r  t o  show cause, s e e k  

a p r o t e c t i v e  order, p u r s u a n t  t o  CPLR 5 2 4 0 ,  denying pos t - judgment  
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discovery, which seeks di.-.closure of the Account H o l d e r s ‘  bank 

account information by the: State Bank of Long Island (SBLI) in 

response to a subpoena ,  d a t e d  August 26, 2010, s e r v e d  on SBLI by 
,. 

c o u n s e l  for the plai.ntiff (the August 2010 Subpoena). The court 

notes that plaintifl h a s  withdrawn the August 2010 Subpoena as to 

movant Treadstone Group, lnc. See Himel’s  Affirmation in 

Opposition, n 1. 

Background 

Keystone was founded by movant Matthew Bruderman as a 

holding company created for the purpose of acquiring interests in 

apparel companies. In 2003, p l a i n t i f f  introduced Keystone t o  an 

acquisition opportunity involving a company named Royce Hosiery 

Mills, Inc. (Royce 1-nc). In July 2003, Dragon Coeur  LLC I I - D  

(Dragon), owned by Edward Arnold, agreed to m a k e  a bridge loan  to 

Keystone in the amount of $10 million. This bridge loan al lowed 

Keystone to fund a riew subsidiary, Royce Hosiery, LLC (Royce 

Hosiery), to purcha:’e the assets of Royce Inc. Arnold stated ”at 

t h a t  time” that he owned 12.5% of the membership interest in 

Keystone. Affidavit of Edward H. Arnold, ¶ 4. However, it is 

not clear if Arnold owned this percentage as a result of making 

the b r i d g e  loan, or if he already had an i n t e r e s t  in Keystone 

when Dragon made the loan. As an inducement t o  make t h i s  br idge 

loan, Keystone alleqedly qranted Dragon a security interest in 

100% of Keystone’s intcrezt in Royce IHosiery. The security 
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interest was al legec- i ly  to remain in force as long as the bridge 

loan remained u n p a i d .  Thj . s  security interest gave Dragon the 

right to f o r e c l o s e  on Keystone's interest in Royce Hosiery in the 

event Keystone coulcl not obtain refinancing, or if it went into 

default with its lerlders. 

In e a r l y  2004, Arnold was allegedly informed by Keystone 

that Royce Hosiery was not. meeting i t s  financial projections and 

was in d e f a u l t  under: its credit agreement with General Electr ic  

Capital Corporation (GECC) . In order to p r e v e n t  foreclosure, 

Arnold allegedly m a c l e  a n  additional capital contribution to 

Keystone, which was invested in Royce Hosiery to pay down its 

line of credit w i t h  GECC. In exchange f o r  this investment, 

Arnold g a i n e d  a memhershig interest in Keystone of approximately 

91%. In March 2004, as a r e s u l t  of Keystone's inability to 

refinance to pay off -  the bridge loan, Dragon allegedly sent a 

n o t i c e  of default i r ! d i c a t . i n g  its intent to f o r e c l o s e  on 

Keystone's ownership of Royce Hosiery. Thereafter, Arnold 

allegedly negotiatecl a sektlement with Keystone whereby Dragon 

agree to exchange tile b r i d g e  loan for 100% of Keystone's interest 

in Royce Hosiery. However, due  to t h e  fact GECC still had a lien 

on Royce Hosiery's membership u n i t s ,  Dragon was allegedly not 

able to become the Jecord holder of Royce Hosiery's membership 

interests until GECC: was r e p a i d .  On December 3, 2004, Royce 

Hosiery allegedly sc11.d the: assets it had purchased in Royce Inc 
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back  to its original owners, and Dragon became 100% owner of 

Royce Hosiery. 

Plaintiff commenced this action to recover a finder’s fee 

against defendants f o r  plaintiff’s services in introducing them 

to the Royce In[: acyuisitlon opportunity. At t r i a l ,  plaintiff 

prevailed and on September 25, 2007, a judgment was entered in 

favor of plaintiff against defendants in the amount of 

$1,182,231.23. In i.Irs onqoing attempt to enforce this judgment 

against t h e  a1legedl.y i n a c t i v e  Keystone, plaintiff now seeks 

discovery, pursuant to C P L R  Article 52, relating to bank a c c o u n t s  

held by the Account Holders, which are owned or managed by 

Keystone’s former owner Matthew Brudermanl. 

Specifically, the August 2010 Subpoena s e e k s  documents 

evidencing transfers OE monies into and out of t h e  Account 

Holders’ bank accourl ts  from the period of December 3, 2004 to the 

present, including copies of cancelled or pa id  checks, copies of 

check deposited, copies  of bank statements, copies of documents 

relating to a n y  w i r e >  transfers into and out of t h e  accounts, 

copies of documents relating to cash withdrawals or deposits, and 

copies of documents relating to any transfers of monies into and 

out of the accounts, incliiding the documents that identify the 

recipient or source of any of the transfers. 

Treadstone Group, Inc. is owned by Matthew Bruderman‘s 
b r o t h e r .  As p r e v i o u s l y  slated, the August  2010 Subpoena is 
withdrawn as to T r e E d s t o n e  Group. 
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Analysis 

P r i o r  to the satisfaction of a judgment, a judgment creditor 

may compel disclosure of all matters relevant to t h e  satisfaction 

of the judgment. CPLR 5223. This standard not only permits 

discovery through the judrjmerlt debtor, b u t  also any third p a r t y  

in order to determine whether the judgment debtor concealed any \\ 

assets or transferred any assets so as to defraud t h e  judgment 

creditor or improperly prevented the collection of the underlying 

judgment. " Technology Multi Sources,  S . A .  v S t a c k  Global 

Holdings, Inc., 44 A D 3 d  931, 932  (2d Dept 2007) (internal 

quotation and citation omitted). 

While the court has 

"broad  discretionary power to control and regulate the 
enforcement of a rn0nc.y judgment under  article 52 to 
prevent unreasonable annoyance,  expense, embarrassment, 
disadvantage or other p r e j u d i c e ,  . . .  an application to 
quash a subpoena should  be granted only where the 
futility of the process to uncover anything legitimate 
is inevitable or obvious or where the information 
sought is utterly irrelevant to any proper  inquiry." 

Technology Multi S o u r c e s ,  S . A .  v S t a c k  Global H o l d i n g s ,  Inc., 4 4  

AD3d at 932 (internal quotations and citations omitted). 

The Account Holders argue that the information sought is 

irrelevant to enforcing a judgment against Keystone, because t h e  

t r a n s a c t i o n s  between Roycc: Hosiery and the Account H o l d e r s  all 

occurred after Keystone's i n t : e r e s t  in Royce Hosiery terminated. 

Thus, the Account Holders argue t h a t  since Royce Hosiery is not 

the judgment  debtor, any transfers made by Royce Hosiery to these 
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third parties are not relevant in collecting the judgment against 

Keystone .  The c o u r t  disacjrees.  

There is enough evidence presented warranting disclosure of 

the Account Holders' b a n k  accounts in order to determine whether 

Keystone, t h r o u g h  transactions between Royce Hosiery and the 

Account Holders, concealed any assets or transferred any assets 

so as to d e f r a u d  plaintiff o r  to prevent collection of the 

judgment. Here Royce Hosiery, an inactive company, which has not 

f i l e d  tax returns since 2003, transferred millions of dollars to 

accounts associated with Bruderman, the former owner of'the 

company Royce Hosiery allegedly took full c o n t r o l  over. Royce 

Hosiery's alleged new owner Dragon is owned by Arnold, who had 

various percentages of interest in Keystone. Plaintiff's 

allegation of an elaborate corporate shell game between Keystone, 

Royce Hosiery, and t h e  Account Holders is not far-fetched based 

on the evidence presented, and plaintiff s h o u l d  be entitled to 

discovery whj.ck may reveal such. Further, this court does n o t  

find the August 3.010 Subpoena patently overbroad and duplicative 

as to the Account Holders. 

Accordingly, it is 

ORDERED that nonparties Matthew J. Bruderman, A l p h a  6 

Distributions, LLC, D r i f t  Boardwear, I ,LC,  Vanadium, I n c . ,  and 

Wilshire Properties LLC' s mot.ion seeking a p r o t e c t i v e  order ,  

pursuant to CPLII  5240, denying plaintiff post- judgment discovery, 
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which seeks disclosure of  thc AFcount Holders' bank accoun t  

information by the S t a t e  nank of Long Island is denied; and it is 

f u r t h e r  
0- 

ORDERED t h a t  the S t a t e  Bank of Long Island s h a l l  comply w i t h  

the August 2 0 1 0  Subpoena w i t h i n  30 days a f t e r  service of a copy 

of  this order w i t h  n o t i c e  o f  e n t r y .  

Dated: New York, New York 
April g, 2011 

So Ordered: 

Hon. J u d i t  G i s c h e  

F I L E D  
APR 2 1 2011 

NEW YORK 
COUNTY CLERK'S OFFICE 
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