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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN

UNITED STATES SECURITIES AND
EXCHANGE COMMISSION,

Plaintiff,
V.
TREASURE ENTERPRISE LLC, No. 17-cv-10963
PATRICIA ENRIGHT GRAY and LARRY Hon. Marianne O. Battani
ALLEN HOLLEY
Defendants,

and

KINGDOM ASSET MANAGEMENT LLC
and CARLEEN RENEE HOLLEY,

Relief Defendants
/

RECEIVER’ FOURTH STATUS REPORT

Patrick O’Keefe and O’Keefe & Associates Consulting, LLC (the “Receiver™), hereby
submit the Receiver’s Fourth Status Report (the “Status Report”), for the time period October 16,
2017 through June 30, 2018.

INTRODUCTION

This civil action was initiated by the United States Securities and Exchange Commission

against the above-named defendants and relief defendants (collectively, the “Defendants™) on the

basis that they had, among other things, engaged in unlawful conduct in offering investments to

various investors, in violation of existing law. As part of the lawsuit, a Sealed Order Appointing
Receiver was entered by the Court on March 28, 2017, as amended by the Second Order dated

June 9, 2017, as amended by the Third Order dated June 14, 2018 and as amended by the Fourth
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Order dated July 9, 2018 (collectively referred to as the Receivership Order). Pursuant to the

Receivership Order, the Receiver was appointed over all of the assets of the Defendants (the

“Receivership Estates™).
RECEIVER’S REPORT
A. During the time period covered by this Status Report and since the Receivership
began on March 28, 2017, the Receiver has undertaken a multitude of tasks.

1. Accounting/Auditing.

The Receiver received various information from the Defendants, recovered
records and gathered information from interviews with current employees, and updated
the accounting records of the Receivership Estates. The Receiver processed for payment
post-receivership invoices and collected post-receivership rents.

2. Asset Analysis.

The Receiver took possession of various property records of the Receivership
Estates to create a master list of owned properties, a tenant list and rent roll. This
included an extensive review of the physical records, tax and property information
provided by the county treasurer’s office, meetings with the Defendants and a review of
databases under the previous control of the Defendants. The Receiver met with the
county ftreasurer’s office and obtained an extension through March 31 2019 on all
pending tax foreclosure sales of the Receivership Estates’ assets. The Receiver engaged

First American Title to undertake various title searches of the Receivership Estates’

assets, to confirm ownership, reviewed various leases to determine extension deadlines
and terms to be negotiated and reviewed the SEV of the Receivership Estates’ assets to

develop an overall analysis of the value of the Receivership Estates’ assets. The Receiver
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regularly visits the properties to address repair and maintenance issues and to determine
their overall condition. The Receiver met with brokers and toured various properties with
those brokers to obtain broker opinions of value and to determine the broker to be
engaged and continuously meets with the chosen broker to update the sales strategy and
offering prices for the Receivership Estates’ assets. The Receiver, through his attorney,
also negotiated the restructuring of the mortgages on 6059 Brookstone and 3169 Beecher,
and interfaced with counsel regarding the restructuring, ultimately reducing the interest
rate on the mortgage by more than 13% on the Brookstone property and 4% on the
Beecher property, a significant savings to the receivership estate.

3. Asset Disposition.

The Receiver, based on the inventory of Receivership Estate assets, undertook
various steps to monetize those assets, including continued touring and review of the
various properties, continued discussions with the county treasurer regarding the
properties subject to tax sale, discussions with potential purchasers of various properties
and toured those properties with the potential purchasers. The Receiver also interfaced
with existing and future tenants of the properties, reviewed and negotiated lease
addendums.

Specifically, the Receiver handled the following matters:

4510 Dort Highway. This property was not owned by the Defendants, but instead

was titled in the name of Abundant Life Ministries. The Receiver determined that the

property should have been titled in the name of Defendant Treasure Enterprise, LLC. It
has anticipated equity of $300,000 were it to be sold in the open market. After

negotiating with the title holder, the Receiver was able to negotiate a deal with Abundant
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Life ministries to cash out the Estates’ interest. The Receiver provided its counsel with
various due diligence materials related to this property, including leases and rents

collected since the date of filing of the receivership proceeding. Linden Road Lease

Option. The Receivership Estates were parties to two leases for two office buildings,
which contained options to purchase. While the Receiver was not in a position to
exercise the options, the Receiver received an offer from a third party to take an
assignment of the two leases, with the intent of then exercising the options, in exchange
for which, the assignee would pay certain consideration to the Receivership Estates.
During this period, the Receiver directed its counsel to review the leases and determine a
structure that would permit the assignment of the two leases to the assignee without
destroying the option right. The Receiver thereafter directed its counsel to proceed to
draft and negotiate documents with the assignee to accomplish this goal. After several
drafts and negotiations, the purchaser later decided to walk away from the transaction.
As a result, the options expired without having been exercised.

3201 Flushing. During this period, the Receiver reviewed the purchase agreement
for 3201 Flushing and engaged in diligence regarding title issues.

708 South Franklin. During this period, the Receiver interfaced with its counsel

regarding entry of the order permitting the payoff of the land contract balance for 708
South Franklin and assisted in the closing on the same.

3401 Emerson. During this period, the Receiver directed its counsel to follow up
on the status of closing on this property and reviewed and executed the closing

documents and closing statement for its sale.
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5411 North Saginaw. During this period, the Receiver followed up on the closing

of this transaction.

4488 West Bristol. During this period, the Receiver reviewed a demand from an

alleged mortgage holder on this property, for the payoff of a mortgage on this property, in
conjunction with a sale of the same. The Receiver determined that a genuine dispute
existed as to the legitimacy of the alleged claim and therefore, the Receiver directed its
counsel to draft an agreement, which was executed, whereby certain closing proceeds
would be placed in escrow, pending the resolution of the claim dispute. The Receiver
also prepared for and attended the hearing on approval of the sale of this property, which
was approved by the Court. The Receiver worked extensively with its counsel and with
the title company to clear up old liens on this property, in order to clear title to the same.
The purchaser of this property, post-court approval, determined through its due diligence
that it was not prepared, at that time, to proceed to close and therefore, the closing has not
yet occurred. The Receiver conferred with its counsel as to next steps regarding this
property and the Receiver, through its counsel, received an offer for the property from
one of the lien claimants on this property, which was fieclded by the Receiver. At this time
the property is not under contract but there are at least three interested parties negotiating
with the Receiver for its purchase.

4403 Clio. The Receiver’s counsel had previously prepared a motion and

published notice for the sale of this property. During this period, after the deadline for

competitive bids had passed and prior to the hearing on approval of the motion, a third
party came forward, seeking to place a higher bid on the property. The Receiver

therefore engaged with its counsel, who in turn engaged with counsel for the competing
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buyer and for the buyer under contact, to resolve the dispute between the parties
regarding the ability of the Receiver to entertain a late bid. Research was undertaken, an
objection to the sale was filed by the competing bidder, a concurrence was filed by the
original bidder and a response was researched and filed by the Receiver’s counsel. The
Receiver prepared for and attending the hearing. After negotiation, the original bidder
ended up increasing its bid for the property and the sale was subsequently approved to the
original bidder. The Receiver’s counsel prepared and submitted a revised sale order and
provided the title company with an entered copy of the order. The Receiver also
reviewed the proposed closing documents, updated title commitment and closed upon the
sale of this property.

3169 Beecher. During this period, the Receiver prepared for and attended the
hearing on approval of the sale of 3169 Beecher, which was approved by the Court. The
Receiver and its counsel engaged in discussions with the potential purchaser regarding
modifications needed to the title description, based on due diligence undertaken, and
appropriate changes were made to the deed’s legal description and the order approving
the sale. The Receiver and its counsel also addressed the resolution of a mechanics’ lien
placed against this property, which was an impediment to closing and delivery of clear
title. The Receiver directed its counsel to engage with counsel for a claimant who filed
an affidavit of claim against this property, based on an executed but unrecorded

mortgage. This resulted in the drafting and execution of an escrow agreement, to allow

the closing to proceed free of the claimed lien on this property. The Receiver prepared
for and attended a hearing on the sale of this property, reviewed a revised sale order

drafted by the Receiver’s counsel and engaged with the title company regarding the
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closing on this property. The Receiver and its counsel reviewed the updated title
commitment and closing documents for this property sale and executed the sale closing
documents.

2715 North Averill. During this period, the Receiver reviewed a draft warranty

deed and land contract assignment regarding payoff of this property subject to land
contract and conferred with its counsel regarding the same.

3069 Brookstone. The property located at 3069 Brookstone was being used as a

principal residence by Defendant Larry Holley. During this period, the Receiver engaged
in discussions with Defendant Holley and with the Receiver’s counsel regarding the
disposition of this property and a possible offer for the purchase of the same by
Defendant Holley.

Remaining properties

The Broker has utilized 7 different web-based marketing platforms. This
marketing process produced:

e Over 75,000 unique searches on LoopNet.

e 4,200 individual site searches of individual property profiles
e Over 100 official property tours

e 17 bona fide written offers

To date, we have additional received offers, subject to due diligence and court approval,
on the following 6 commercial properties:

e 1600 S. Saginaw, Flint MI
e 1174 Robert T Longway, Flint, MI

e 1198 Robert T. Longway, Flint, MI
e 2029 South Elms, Swartz Creek, MI
e 2033 South Elms, Swartz Creek, MI
o 4488 Bristol Road, Flint Twp., MI
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There are a number of other interested parties in additional properties and we continue to
market them.,
To date, we have sold and closed on the following commercial properties, pursuant to the

Court’s orders, and netted the following amounts to the estate:

e 932 Beach Street, Flint MI $ 76,707.70
e 3169 Beecher Road, Flint Twp., MI $481,632.38
e 4403 Clio Road, Mt. Morris Twp., MI $404,871.23
e 3401 Emerson, Flint, MI $ 17,950.11
e 2716 Wadsworth, Saginaw, MI $ 61,638.73

In addition, one property that was under a Land Contract paid off the balance and after
expenses the estate netted the following:

e 2715 Averill, Flint MI $115,321.26
The Receiver continues to market all of the properties and the land contracts to potential
investors. The Receiver is also working on a disposition strategy for the remaining
unsold properties including turning over ownership of certain properties to the Genesee
County Land Bank where the property taxes exceed the net available proceeds from the
sale of such properties.

4. Business Operations.

The Receiver continues to maintain insurance coverage on the Receivership
Estates’ assets, engaged in various discussions with tenants over maintenance/leasing
issues, fielded investor questions, paid invoices to vendors/utilities, processed rent

receipts, negotiated new leases, held meetings with landlord-tenant counsel to review the

status of eviction proceedings and additional proceedings to be initiated, engaged new
contractors for repair and maintenance items, reviewed the overall utility obligations

related to the properties and negotiated with the utilities regarding payment obligations
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due. The Receiver also reviewed new lease proposals and negotiated the same, obtained
new insurance quotes, reviewed various documents under the control of the IRS, updated
investor and asset lists and a master matrix for initiation of a claims process and received
and responded to numerous investor calls and updated the Receivership web site for
investor communications and use.

5. Case Administration.

The Receiver worked with the SEC to locate investors, dealt with payments to
professionals, reviewed and copied additional documents located at the IRS office, and
dealt with counsel on various motions and orders.

6. Tax Issues.

The Receiver, based on meetings with the various counties where the
Receivership Estates’ assets are located, worked to address the massive tax debt owed by
the Defendants, to avoid tax sale foreclosure actions. The Receiver, with the assistance
of counsel, undertook an extensive analysis of the taxable values of each of the

Receivership Estates” properties, to determine if any tax appeals should be pursued.

B. Asof June 30, 2018, the Receiver had cash on hand in three accounts of
$626,778.52 (of which $24,847.50 is encumbered) and as of June 30, 2018, had no accrued but
unpaid post-receivership administrative expenses (exclusive of the fees of the Receiver and its

professionals).

C. Attached as Exhibit A is the Balance Sheet, as of June 30, 2018.
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D. Attached as Exhibit B is the Operating Statement, for the period from March 28,

2017 through June 30, 2018 (the “Operating Statement”), which details each of the Receiver’s

receipts and disbursements.

D. Attached as Exhibit C is a listing of the Receivership Estates’ commercial and
residential real estate as well as the current land contracts the Receiver is administering. Most of
the assets on Exhibit C were set to be sold at tax sale, three days after the Receiver was
appointed. The Receiver was initially able to obtain a one-year postponement of those tax sales
and subsequently received an additional extension for the properties still in the Receivership
Estate going forward.

E. The Receiver, through its counsel, filed with the Court, and the Court ultimately

approved, a Motion of Receiver to Establish Claims Procedure (the “Claims Procedure Motion™).

Pursuant to the Claims Procedure Motion, the Receiver has afforded all investors and creditors
with the opportunity to file a proof of claim and supporting documents, to confirm the amount
claimed to be owed by each creditor and investor. A claims resolution process was also
incorporated into the Claims Procedure Motion, relating to any disputed claims asserted against
the Receivership Estates. The Receiver is working with counsel on the Claims Distribution
process and will file its recommendation to the court within the next few days. The Receiver
will continue to use counsel to assist the Receiver to collect monies owed to the Receivership
Estates, primarily from tenants of properties owned by the Receivership Estates.

F. The Receiver has developed a complete list of all known creditors with their

addresses and the estimated amount of their claims based on information retrieved from records
housed with the IRS. With that information, the Receiver notified all known creditors and

investors of the Court approved claims process and provided them with a Proof of Claim form,

10
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including instructions on how to complete the form and the necessary backup needed to file a
claim. Through the process set forth in the Claims Procedure Motion, the Receiver will be in a
position to assign values to each of the creditors’ and investors’ claims. The process of verifying
claims and assigning values to each claim is ongoing. The Receiver has established a website,
where basic receivership information may be obtained: treasurereceiver.com.

G. The Receiver recommends that the receivership continue. The receivership
provides the best mechanism for collection and disposition of the Receivership Estates’ assets

and the determination and payment of creditor and investor claims.

Respectfully submitted,

Patrick O’Keefe and O’Keefe
and Associates Consulting LL.C, Receiver

Dated: August 20, 2018 By:_ /s/ Patrick O’Keefe
Patrick O’Keefe, on behalf of himself and on behalf
of O’Keefe and Associates Consulting, LLC

11
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EXHIBIT A
Balance Sheet

See attached
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8:56 AM Treasure Enterprises, et al
08/21/18 Balance Sheet
Accrual Basis As of June 30, 2018
Jun 30, 18
ASSETS
Current Assets
Checking/Savings
Carleen Holley 3.58
Cash - Security Deposits 24,847.50
Checking 597,035.15
KAM - Checking 4,892.29
Total Checking/Savings 626,778.52
Total Current Assets 626,778.52
Fixed Assets
Commercial Real Estate 2,500,000.00
Residential Real Estate 80,000.00
Total Fixed Assets 2,580,000.00
TOTAL ASSETS 3,206,778.52
LIABILITIES & EQUITY
Liabilities
Current Liabilities
Accounts Payable
Vendor's Payable (estimated) 100,000.00
Total Accounts Payable 100,000.00
Other Current Liabilities
Investor Loans (estimated) 9,500,000.00
Security Deposit -550.00
Total Other Current Liabilities 9,499,450.00
Total Current Liabilities 9,599,450.00
Total Liabilities 9,5699,450.00
Equity
Opening Balance Equity -6,787,010.15
Unrestricted Net Assets -32,980.95
Net income 427,319.62
Total Equity -6,392,671.48
TOTAL LIABILITIES & EQUITY 3,206,778.52
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EXHIBIT B
Operating Report

See attached
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3825802.v1



Case 2:17-cv-10963-MOB-SDD ECF No. 127 filed 08/21/18 PagelD.2218 Page 15 of 20

2:18 PM

08/20/18
Accrual Basis

Treasure Enterprises, et al
Profit & Loss

March 28, 2017 through June 30, 2018

Ordinary Income/Expense
Income

Consumers Energy Refund
Furniture Sold

Insurance Refund

Land Contract Payments
Other Income

Rental Payments

Sale of Commercial Property

Total Income

Expense

Auto/Truck/Fuel

Bank Service Charges
Cleaning Supplies
Computer and Internet Expenses
Evictions

Insurance Expense
Mortgage Fee

Office Supplies

Outside Services
Professional Fees

Rent Expense

Repairs and Maintenance
Taxes - Property

Utilities

Total Expense
Net Ordinary Income

Net income

Mar 28, '17 - Jun 30, 18

333.94
3,387.77
13,916.76
143,253.78
87.13
1,388,630.36
1,158,121.41

2,707,731.15

6,989.87
1,103.23
25,857.70
8,149.58
674.40
165,510.93
93,764.77
1,806.32
178,892.97
912,336.40
72,608.24
384,762.70
54,723.69
406,211.68

2,313,392.48
394,338.67
394,338.67
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EXHIBIT C
List of Real Estate

See attached
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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN

UNITED STATES SECURITIES AND

EXCHANGE COMMISSION,
Plaintiff,
V.
TREASURE ENTERPRISE LLC, No. 17-cv-10963
PATRICIA ENRIGHT GRAY and LARRY Hon. Marianne O. Battani
ALLEN HOLLEY
Defendants,
and

KINGDOM ASSET MANAGEMENT LLC
and CARLEEN RENEE HOLLEY,

Relief Defendants
/

CERTIFICATE OF SERVICE REGARDING
RECEIVER’S FIRST QUARTERLY STATUS REPORT

I hereby certify that a copy of the Receiver’s Second Quarterly Status Report
and Certificate of Service were served upon all counsel of record on August 21,

2017 using the Court’s CM/ECF filing system.

/s/ Deon M. Goldberg
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