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UNITED STATES DISTRICT COURT

FOR THE
DISTRICT OF NEW JERSEY

COMMODITY FUTURES TRADING )
COMMISSION, )
)
Plaintiff, )
)

VS. ) Civil Action No.: 04CV 1512
)

EQUITY FINANCIAL GROUP, LLC, ) Honorable Robert B. Kugler
TECH TRADERS, INC., TECH )
TRADERS, LTD., MAGNUM )
INVESTMENTS, LTD., MAGNUM )
CAPITAL INVESTMENTS, LTD., )
VINCENT J. FIRTH, ROBERT W. )
SHIMER, COYT E. MURRAY, and J. )
VERNON ABERNETHY, )
)
Defendants. )

AFFIDAVIT OF STEPHEN T. BOBO IN SUPPORT OF MOTION
FOR AUTHORITY TO MAKE FINAL DISTRIBUTION

Stephen T. Bobo first being duly sworn, states as follows:

1. I have personal knowledge of the contents of this affidavit and I am competent to
testify as to them.
2. I am serving as E‘quity Receiver for Defendants Equity Financial Group, LLC

(“Equity”), Tech Traders, Iné., Tech Traders, Ltd., Magnum Investments, Ltd., Magnum Capital
Investments, Ltd., Robert W. Shimer (“Shimer”), and Vincent J. Firth (“Firth”), pursuant to the
provisions of the initial restraining order entered on April 1, 2004 and the several consent

preliminary injunction orders entered in this case.
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3. My responsibilities as Equity Receiver have included taking control of those
Defendants’ assets frozen by the Court and formulating recommendations as to how they should
be distributed.

4, The administration of the receivership estates for Tech Traders, Inc., Tech
Traders, Ltd., Magnum Investments, Ltd., Magnum Capital Investments, Ltd. and Equity is
essentially complete. All tangible assets have been liquidated. Potential claims and causes of
action have been investigated. Those claims having merit have been pursued and settled with
authority from the Court. The most recent settlement to be finalized and consummated involved
account number 37923 at the brokerage firm of MF Global Inc. (formerly known as Man
Financial).

5. All outside investor claims to the receivership funds have also been fully resolved
through a series of orders entered by the Court. The most recent such order resolved the
treatment of the various Tier 1 claims of the Sterling Entities and the underlying claims of the
Tier 2 investors who invested with the Sterling Entities. (See Order dated 8/27/07) Those
determinations are incorporated within the proposed final distribution framework described
below. A pending matter that needs to be resolved prior to making the final distribution is my
motion to fix the amount of non-investor claims against Tech Traders. Since there has been no
objection filed to this motion and the amounts involved are quite small, the proposed final
distribution calculations described below assume that this motion will ultimately be granted.

6. I anticipate that the receivership estates will be wound up soon after completing
the final distribution. The primary remaining tasks are preparation of final tax returns for the
various receivership entities as well as the K-1 forms for Shasta Capital Associates, LLC
(“Shasta”) investors. Fee applications for my law firm, my local counsel and my accountants
will be filed for the Second Quarter of 2007 in the very near future. Fee applications for services
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provided during the Third Quarter of 2007 are expected to be filed by the end of October 2007. 1
anticipate that these applications will also seek estimated fixed amounts of fees and expenses for
the services anticipated to be provided thereafter through the conclusion of the administration of
this receivership estate. Assuming that these applications can be considered and resolved by
early December 2007, it should be possible to complete a final distribution to investors before
the end of December 2007. This would avoid the need to prepare tax returns for subsequent
years. I also intend to file a final report with the Court and a motion to approve that report, close

the receivership and discharge me from my duties as receiver.

L. Final Distribution Framework.
7. For the Final Distribution, I propose to apply the same methodology used for

determining the distribution of receivership funds that was approved by prior orders of the Court.
(See Orders dated 9/25/05 and 10/27/05) In general, the main points of this approach are

summarized as follows:

o Claims are allowable only on the basis of funds actually invested and supported

by adequate documentation.

o Fictitious profits and other unsupported credits in an investor’s account are

ignored for purposes of determining the allowed amount of the investor’s claims.

. Distributions are made on a pro-rata basis, rather than tracing investor funds or

attempting to allocate losses by the length of time that the funds were invested.

o The amounts of any prior withdrawals received by investors are to be credited
against the distributions payable on account of those claims, rather than merely applied to
reduce the amount of those claims. This results in what has come to be referred to as the

“Rising Tide” method of determining the distribution amounts.
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. Maintenance of the separate distinction between Tech Traders and those entities,
including Shasta, that invested directly with Tech Traders. For ease of reference, those

investors are described as “Tier 1 Investors.”

. Maintenance of the separate distinction between Shasta and those persons and
entities that invested directly with Shasta and with other Tier 1 Investors. For ease of

reference, those investors are described as “Tier 2 Investors.”

. The Court has authorized distributions to be made directly to investors in
Universe Capital Appreciation, LLC (“Universe”), which is a Tier 2 Investor in Shasta.

For ease of reference, these investors in Universe are referred to as “Tier 3 Investors.”

o Claims under common ownership or control are aggregated for purposes of

distribution.

II. Tech Traders’ Distribution To Tier 1 Claims.

8. The Tech Traders estate is now holding approximately $9,845,000, and additional
monthly interest accruals are projected to add another approximately $70,000 to the estate by
November 30, 2007. In addition, I expect that Tech Traders will receive the benefit of credits of
approximately $150,000 for the professional fees attributable to the Sterling Claims, as much as
$50,000 from Shasta as reimbursement for its share of professional fees, and $5,764.50 from
Universe as reimbursement for professional fees. In addition, I estimate that Tech Traders will
be credited for another $157,000 representing repayment from certain Shasta and Universe
investors for settlement amounts relating to funds of Tech Traders that were diverted to Kaivalya
Holding Group. It is anticipated that allowed and unpaid professional fees incurred by me, my
attorneys, and my accountants will total approximately $330,000. The net amount available for

distribution after such additions and subtractions is expected to be nearly $9.95 million. The
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exact figure will depend on the interest rate actually realized on the estate funds and the amount
of professional fees approved by this Court.

9. Before calculating the final Tech Traders distribution amounts, certain catch-up
payments must first be set aside for Tier 1 claimants that did not receive a full 38 percent interim
distribution. Only $2,879,342.54 was provisionally distributed on account of the Tier 1 Sterling
Claims in early 2006, pursuant to Court Order. (See Order dated 1/09/06) This amount is
$1,754,763.24 less than what a full 38 percent interim distribution amount would have been had
the Tier 1 Sterling Claims been allowed when the interim distribution was made. In addition,
there is a pending motion to fix non-investor claims in the amount of $346.73. (See Receiver’s
Motion filed 6/26/07) A catch-up interim distribution amount of $131.76 needs to be set aside
for those claims.

~ 10.  After setting aside these catch-up amounts, Tech Traders will have approximately
$8,192,869 available with which to make a final distribution on account of those allowed Tier 1
claims entitled to receive a distribution. The claims that will be receiving distributions, including
the Aggregate Sterling Claim and the recommended non-investor claims, total $31,651,738.93.
Therefore, the final distribution amount is projected to be approximately 25.5 percent of the
amount of those allowed Tier 1 claims, and the total distribution amount (interim ’plus final) paid
on those claims is expected to be about 63.5 percent.

11.  The calculation of the projected Tech Traders distribution amount is summarized

below:
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Tech Traders funds on hand $9,845,000

Additional interest accrued through 11/30/07 70,000

Professional fee reimbursement 150,000
credit from Sterling investors

Professional fee reimbursement 50,000
credit from Shasta

Professional fee reimbursement 5,764
credit from Universe

Kaivalya-related repayment credits 157,000

Final unpaid professional fees < 330,000>

$9,947,764

Less catch up Sterling distributions: <1,754,763>

Non-investor claims catch up <132>

Final Distribution Amount $8,192,869

12.  The projected final distribution amount for each Tier 1 claim is shown on the

Tech Traders Final Distribution Schedule, attached hereto as Exhibit A. The disallowed Tier 1
claims against Tech Traders are also listed, but the schedule reflects that no distributions will be
paid on those claims. There are no unresolved Tier 1 claims for which a reserve needs to be
maintained.

13.  The projected figures contained in the Tech Traders Final Distribution Schedule
are estimates and subject to change based on interest earnings and allowed professional fees.

When those final figures are determined, then the distribution amounts will be finalized and
disbursed. The final distribution schedules will be updated and filed with the Court.
III.  Distribution From Shasta To Tier 2 Claimants.

14.  The final distribution to Tier2 investors in Shasta will be funded with a
combination of funds currently held in separate Shasta receivership accounts and the final
distribution amount to be received from Tech Traders on account of Shasta’s Tier 1 claim.
Including the recent receipt of the Teague settlement proceeds, there is approximately $1 million
being held in receivership accounts for Shasta. Including additional accrued interest, the total

amount is expected to be about $1,010,000 by the time of final distribution. From that amount,
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$50,000 is estimated as a reserve for estimated receivership professional fees allocable to Shasta
(although this is a conservative estimate and the final amount will likely be less). Shasta’s share
of the final distribution from Tech Traders is projected to be approximately $3,540,000.
Accordingly, I expect that Shasta will have approximately $4.5 million to distribute on account
of allowed Tier 2 claims by Shasta investors.

15. From that distribution amount, funds need to be reserved for the unresolved
disputed claim filed against Shasta in the name of Alison Shimer. That claim is in the amount of
$150,000, and the projected amount to be received by Shasta investors from the final distribution
is approximately 32.8 percent. When combined with the interim distribution of 36.5 percent
previously paid to Shasta investors, the total amount to be distributed to Tier 2 Shasta investors
is expected to be about 69.3 percent. Therefore, it is appropriate to reserve $103,950 for the
Alison Shimer claim and to distribute the remaining approximately $4,396,000 to Tier 2 Shasta
investors whose claims have been allowed. If the Alison Shimer claim is subordinated or
disallowed, then the $103,950 reserve amount would also be distributed to the allowed Shasta
claims. If the objection to this claim remains unresolved at the time the receivership is otherwise
closed, then either the reserved funds can be paid into the registry of this Court or I can continue
to hold and disburse them pursuant to further order of this Court.

16.  The calculations for determining the Shasta final distribution amount are set forth

below:

Shasta funds on hand $1,003,000
Additional interest accrued through 11/30/07 7,000
Reserve for professional fecs < 50,000>
Projected share of Tech Traders distribution 3,540,000
Reserve for disputed Alison Shimer claim < 103,950>
Total available for Shasta distribution $4,396,050
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17.  The projected final distribution amount for each Shasta Tier 2 claim is shown on
the Shasta Final Distribution Schedule, attached hereto as Exhibit B. This exhibit also contains a
separate schedule and explanatory notes detailing the treatment of the four Shasta claims subject
to repayment of Kaivalya-related funds to Tech Traders. The Shasta Reserve Schedule
containing the claim of Alison Shimer, along with the disallowed claims of two other Shasta
investors not entitled to share in the distribution, is attached hereto as Exhibit C.

18.  The projected figures contained in this Shasta Final Distribution Schedule are
estimates and subject to change based on interest earnings and allowed professional fees. When
those final figures are determined, then the distribution amounts will be finalized and disbursed.

The final distribution schedules will be updated and filed with the Court.
IV. Distributions To Tier 3 Investors In Universe Capital Appreciation.

19.  The Court previously directed me to distribute the funds due to Tier 2 claimant
Universe directly to its Tier 3 investors, and those investors went through a separate claim
process. (See Order dated 4/17/06) The estimated final distribution amount that Shasta will
distribute on account of the Tier 2 Universe claim is $1,010,076. Pursuant to the Order entered
on April 17, 2006, any subsequent distribution to Universe is to be reduced by $5,764.50 to
defray receivership costs directly related to Universe. Accordingly, that amount will be deducted
from the final distribution payable from Shasta to Universe and transferred to Tech Traders.

20.  The projected remaining balance of $1,004,311.50 will be divided among the Tier
3 Universe investors entitled to receive a distribution. The approximate allocation of that
distribution amount to those Tier 3 claimants is shown on the Universe Final Distribution
Schedule, attached hereto as Exhibit D. Some or all of the distribution amounts payable on

account of the claims of three Universe investors will be transferred back to Tech Traders
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pursuant to the Court Order dated March 26, 2007. The expected amounts of those transfers are
shown on Exhibit D.

21.  The projected figures contained in this Universe Final Distribution Schedule are
estimates and subject to change based on interest earnings and allowed professional fees. When
those final figures are determined, then the distribution amounts will be finalized and disbursed.

The final distribution schedules will be updated and filed with the Court.

V. Distribution To Tier 2 Sterling Investor Claims.

22.  The Court has already approved the payment of Tech Traders’ distributions on the
Tier 1 Sterling Claims directly to the Tier 2 Sterling Investors. (See Order dated 8/27/07) The
estimated distribution amount to be made on the Tier 1 Sterling Claims is $5,670,486.05, which
includes a catch-up payment of $1,754,763.24 in connection with the interim distribution. This
distribution amount is net of a reduction of approximately $150,000 to be credited back to Tech
Traders as reimbursement of professional fees incurred in connection with the Sterling Claims

and Sterling Investor claims pursuant to the Order dated August 27, 2007.

23.  The calculation of the Sterling Tier 2 distribution amount is summarized below:
Aggregate Sterling Claim Amount $ 15,944,011.00
Tier 1 total distribution percentage X 63.50%
Gross Tier 1 Sterling distribution amount $ 10,124,446.99
Tier 1 Sterling Claim withdrawals < 1,424,618.40>
Due to Tech Traders for prof. fees < __150.000.00>
Sterling Claim Distributable Amount $ 8,549,828.59
Prior Sterling Tier 2 Distributions <_ 2.879.342.54>
Net Tier 2 Sterling Distribution Amount $ 5,670,486.05

24.  The approximate allocation of this projected Net Distribution Amount to each of

the Tier 2 Sterling Investors is set forth on the Sterling Investor Claims Final Distribution
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Schedule, attached hereto as Exhibit E. Included as part of Exhibit E is a listing of the
disallowed Tier 2 Sterling Investor claims.

25.  The projected figures contained in this Sterling Investor Claims Final Distribution
Schedule are estimates and subject to change based on interest earnings and allowed professional
fees. When those final figures are determined, then the distribution amounts will be finalized
and disbursed. The final distribution schedules will be updated and filed with the Court.

26.  To the extent any amounts are collected in the future in connection with
restitution obligations imposed on certain of the Defendants in this case, those amounts could be
distributed among the appropriate investors using the same methodology and calculations set
forth above for the Tech Traders, Shasta, Universe and the Sterling Investor claims and the
corresponding distribution schedules.

27. I have reviewed my proposed final distribution concept and schedules with the
attorney for the plaintiff Commodity Futures Trading Commission and she has indicated that she
has no objection to the proposed distribution.

28. I am requesting the Court to enter an order authorizing me to make a final
distribution of receivership funds to Tier 1 investors with Tech Traders, Tier 2 investors with
Shasta, Tier 3 investors with Universe, and Tier 2 investors with the Sterling Entities, to be
allocated in the approximate amounts as set forth in the distribution schedules attached to this
Affidavit and approving those distribution schedules. I also seek authority to reserve $103,950
for the disputed Alison Shimer claim.

29. A proposed order is attached hereto as Exhibit F.

10



Case 1.04-cv-01512-RBK-AMD  Document 555-3  Filed 10/09/2007 Page 11 of 46

Affiant says nothing further. //
2 : Y

/ Stephen T. Bobo '
SWORN to before me this ‘fﬂ
day of October, 2007.

Q.. < e

NOTARY PUBLIC

My Commission Expires: i ‘ £ / 20 (D

"OFFICIAL SEAL"

BERTHA S. RIOS
NOTARY PUBLIC, STATE OF ILLINOIS
MY COMMISSION EXPIRES 11/8/2010
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EXHIBIT A
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EXHIBIT B
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UNITED STATES DISTRICT COURT
FOR THE
DISTRICT OF NEW JERSEY

COMMODITY FUTURES TRADING
COMMISSION,

Plaintiff,

)

)

)

)

)

VS, ) Civil Action No.: 04CV 1512

)

EQUITY FINANCIAL GROUP, LLC, ) Honorable Robert B. Kugler
TECH TRADERS, INC., TECH )
TRADERS, LTD., MAGNUM )
INVESTMENTS, LTD., MAGNUM )
CAPITAL INVESTMENTS, LTD., )
VINCENT J. FIRTH, ROBERT W. )
SHIMER, COYT E. MURRAY, and J. )
)
)
)

VERNON ABERNETHY,

Defendants.

ORDER GRANTING EQUITY RECEIVER’S MOTION
FOR AUTHORITY TO MAKE FINAL DISTRIBUTION

This motion having been brought before the Court by Stephen T. Bobo, the Equity
Receiver (“Receiver”), and the Court having considered the motion and papers filed in support of

it, and for good cause shown,

IT IS ORDERED THAT:
1. The Equity Receiver’s Motion for Authority to Make Final Distribution is
granted.
2. The Receiver is authorized and directed to make a final distribution of

receivership funds to Tier 1 investors with Tech Traders consistent with the

Final Distribution Schedule attached hereto as Exhibit 1.
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DATED:

The Receiver is authorized and directed to make a final distribution of
receivership funds to Tier 2 investors with Shasta Capital Associates, LLC
consistent with the Final Distribution Schedule attached hereto as Exhibit 2.
The sum of $103,950 shall be held in reserve in the Shasta reserve account for
the disputed claim of Alison Shimer consistent with the Final Distribution
Schedule of Disallowed or Disputed Claims attached hereto as Exhibit 3.

The Receiver is authorized and directed to make a final distribution of
receivership funds to Tier 3 investors with Universe Capital Appreciation,
LLC consistent with the Final Distribution Schedule attached hereto as
Exhibit 4.

The Receiver is authorized and directed to make a final distribution of
receivership funds to Tier 2 investors with the Sterling Entities consistent with
the Final Distribution Schedule attached hereto as Exhibit 5.

, 2007 BY THE COURT

DISTRICT COURT JUDGE
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