CIRCUIT COURT OF THE 11™
JUDICIAL CIRCUIT IN AND FOR
MIAMI-DADE COUNTY, FLORIDA

CASE NO. 05-11974 CA 30

STATE OF FLORIDA )
OFFICE OF FINANCIAL REGULATION
Plaintiff,

V5.

ROBERT KURLAND MORTGAGE CO., INC.,
a Florida corporation,
Defendant.

SECOND REPORT OF THE RECEIVER
AUGUST 2005 THROUGH SEPTEMBER 2006

A. Introduction

On June 13, 2005, Lewis B. Freeman was appointed Receiver for the Defendant in this
Ponzi scheme matter that was commenced by the State of Florida, Office of Financial
Regulation.

The initial responsibilities of the Receiver were, among other things, to take immediate
possession and control over the assets of the Defendant; determine and protect the interests of
investors and other creditors; and otherwise inquire into the business affairs and financial
condition of the Defendant as deemed necessary.

The Receiver commenced his appointment by taking the following actions:

» Retained Lewis B. Freeman & Partners, Inc.(“LBF&P"), a forensic accounting

company owned 100% by the Receiver, to assist the Receiver in his investigation of
the matter and to provide support services;



e Retained the law firm of Silver, Garvett & Henkel, P.A.(“*SGH™} to assist with the
legal matters and real estate transactions;

s Established bank accounts for the receivership;

e Took control of and assured the continued collection of mortgage payments on the
real estate properties and mortgages owned by the Defendant and the investors;

e Mailed letters to all known borrowers advising them that they are still obligated to
- repay their loans; and

s (Created a claims procedure for all known investors and creditors of the Defendant.

B. Kurland Mortgase

I. Cash

After the initial takeover of the business by the Receiver, he established interest bearing
accounts to deposit payments being made by the borrowers on existing mortgages. In addition,
the Receiver established accounts for the purpose of depositing any payoffs of existing
mortgages. The financial results are part of this Report to the Court as noted in Paragraph G and
Exhibit A.

2. Employees

The only employee of the Robert Kurland Mortgage Co. (“RIKKMC™) during 2005 was
Robert Kurland, and books and records of the company were non-existent.

3. Accounting

After securing the premises, the Receiver and his staff began to review the Defendant’s
records. The Receiver has reviewed banking and other financial records to determine who the
investors were that did business with RKMC, how much money was invested into RKMC by
each investor, and to determine where the investor’s money went. The Receiver and his forensic

accountants have analyzed and scheduled the financial records of RKMC to determine the
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possibility of fraud, a Ponzi scheme, preferential payments, fraudulent transfers, and the
overpayment of capital to investors.

The forensic accountants have had to recreate a set of records and books by going to the
bank records — deposit slips, checks, and statements — to ascertain the status of loan payments,
loan payoffs, investor deposits, and disbursements to investors. Part of this investigation was to
assign names of borrowers and investors to records based upon written records of the mortgage
company. In addition, LBF&P has been tracing the accounts receivable and the accounts
payable, calculating the payoffs, preparing estoppel letters for those borrowers wishing to payoff
their loans, doing daily accounting for the receiver’s estate, and being in daily contact with both
the borrowers and investors.

4. Assets

The Receiver’s staff has been reviewing records and has found over 125 mortgages
totaling $10 million. The Analysis of these mortgages is troubling in that it has revealed that
most mortgages appear to have been assigned to multiple investors, were non-existent and thus
not filed in the public record, had multiple loans on the same property with recording or are in
other various states of financial confusion or in default. The full amount collected on these
mortgages is yet to be calculated, but there will be a significant shortfall to pay all investors

5. Liabilities

The Receiver’s staff has created a schedule that indicates that in excess of $10 million
was invested by individual investors in the Defendant. Per the claims filed, detailed analysis

must be done to analyze each investor claim.
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C. Real Estate

1.

REQ — Scrap Yard

A scrap yard located in Perrine, Florida, had been foreclosed in December 1999 and has

just been sold at a net gain to the Receivership estate. Since the appointment of the Receiver, the

Receiver and LBF&P have worked diligently with regard to this property, taking action which

includes, but is not limited to, the following:

2.

Worked with Miami-Dade County re: illegal dumping;

Obtained permits and had a fence erected to preserve the property;
Conducted title searches;

Obtained a valuation of the property in order to sell property;

Listed the property for sale on two separate multiple listing services;
Created marlceting materials to aid in the sale of the property;
Negotiated with neighbors who had interest in purchasing the property;
Had an ecological study performed; and

Contacted real estate professionals in member organizations

Devonne Howard Property

The Receiver and his counsel began to negotiate with the current owners of the property

in Miami Lakes, Florida, with the object of a) bring the mortgage current, b) refinancing the

mortgage, c) paying off the current loan, or d) begin foreclosure proceeding on the first

mortgage. The Parties have met but have not yet reached an agreement. The original owner of

the property, Devonne Howard, had the property foreclosed upon by Glymar Developments,



Inc., subject to the first mortgage. The Receiver has ordered an appraisal of the property. The
Receiver has notified the occupants of the property of possible lis pendens and foreclosure. It is
anticipated that there will not be a surplus to the Receivership Estate from this property.

3. Wetlands

This parcel of land is located in an area of wetland for which an offer to purchase has
been made by the Army Corp. of Enpineers. Counsel for the Receiver has been in touch with
counsel for the Army Corp. There are a number of issues relates to many investors on this
property as there are numerous mortgages purported to be on this property. In fact, only one
mortgage was recorded. The Receiver does not anticipate a gain on the sale of this property.

D. Other Major Issues

Unrecorded Mortgages

Kurland promised many investors that they would receive recorded assignments of
mortgages on various parcels of real property. It appears that many of those investors received
mortgages that were never recorded. Also, there appears to be other investors who were
promised a mortgage but no mortgage was prepared. The Receiver does not know if the
unrecorded mortgages will be enforceable; therefore, the issue must be presented to the Court for
a ruling, as to priority of their claim.

Paid In Full L.oans Not Disbursed

The Receiver in his investigations has become aware of at least 20 loans that appear to
have been paid in full to RKMC during the past five years without the full amounts being in turn
paid to the investors. In some of the cases, some investors were paid while others were not. The

amount of funds that were paid to RKMC was in excess of $1.8 million. The Receiver’s






