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UNITED STATES DISTRICT COURT
DISTRICT OF MARYLAND
SOUTHERN DIVISION

In re SANCTUARY BELIZE LITIGATION No: 18-cv-3309-PJM

MOTION FOR ORDER APPROVING AND AUTHORIZING PAYMENT OF
RECEIVER’S AND PROFESSIONAL’S FEES AND COSTS FROM
APRIL 1, 2020 THROUGH SEPTEMBER 30, 2020

The Receiver Robb Evans & Associates LLC (“Receiver”), the Receiver appointed as
permanent receiver pursuant to, among other orders, the Preliminary Injunction as to Defendants
Andris Pukke, Peter Baker, Luke Chadwick, John Usher, Certain Corporate Defendants, and the
Estate of John Pukke (Doc. 615), hereby moves the Court for an order approving and authorizing
payment of receivership fees and costs for the six-month period from April 1, 2020 through
September 30, 2020 (“Fifth Expense Period”). The Receiver specifically moves the Court for an
order: (1) approving and authorizing for payment the fees of the Receiver, the Receiver’s
members, staff and professionals, and reimbursement of costs during the Fifth Expense Period,

comprised of (a) Receiver’s fees, including the Receiver’s members and staff, of $255,065.40

and Receiver’s costs of $17,396.77, for a total of $272,462.17; and (b) Receiver’s counsel
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Barnes & Thornburg LLP’s fees of $203,548.20 and costs of $7,667.22, for a total of

$211,215.42.

Dated: November 3, 2020

By:

By:

/s Gary Owen Caris

Gary Owen Caris, Calif. Bar No. 088918
Admitted Pro Hac Vice 11/30/18
BARNES & THORNBURG LLP

2029 Century Park East, Suite 300

Los Angeles, CA 90067

Telephone: (310) 284-3880

Facsimile: (310) 284-3894

Email: gcaris@btlaw.com

/s/ James E. Van Horn

James E. Van Horn (Bar No. 29210)
BARNES & THORNBURG LLP
1717 Pennsylvania Avenue, NW,
Suite 500

Washington, DC 20006

Telephone: (202) 289-1313
Facsimile: (202) 289-1330
Email: jvanhorn@btlaw.com

Attorneys for Receiver, Robb Evans &
Associates LLC
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UNITED STATES DISTRICT COURT
DISTRICT OF MARYLAND
SOUTHERN DIVISION

In re SANCTUARY BELIZE LITIGATION

No: 18-cv-3309-PJM

MEMORANDUM OF POINTS AND AUTHORITIES IN SUPPORT OF MOTION
FOR ORDER APPROVING AND AUTHORIZING PAYMENT OF RECEIVER’S
AND PROFESSIONAL’S FEES AND COSTS FROM APRIL 1, 2020
THROUGH SEPTEMBER 30, 2020

. INTRODUCTION

This lawsuit was commenced on October 31, 2018 by the Federal Trade Commission

(“FTC”) with its filing of a Complaint for Permanent Injunction and Other Equitable Relief

(Doc. 1) (“Complaint”). The lawsuit named 17 entity defendants and seven individual

defendants, in addition to five relief defendants. On November 5, 2018, the Court issued an Ex

Parte Temporary Restraining Order With Asset Freeze, Writs Ne Exeat, Appointment of a

Temporary Receiver, and Other Equitable Relief, and Order to Show Cause Why a Preliminary

Injunction Should Not Issue (“TRO”). Under the TRO, the Receiver became temporary receiver

over all entity defendants except for Atlantic International Bank Limited (“AIBL”) and over the

assets of Andris Pukke (“Pukke”) and Peter Baker (“Baker”) valued at $1,000 or more. The

Court extended the duration of the TRO pursuant to the Interim Preliminary Injunction on

November 20, 2018.

The FTC filed a motion to amend the Complaint and a proposed Amended Complaint for

Permanent Injunction and Other Equitable Relief (“Amended Complaint™) on December 28,
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2018 (Doc. 87) adding Michael Santos and Newport Land Group, LLC (“NLG”) as defendants.
The Court granted the motion to amend on January 11, 2019 (Doc. 107). On February 13, 2019
the Court entered a Stipulated Preliminary Injunction as to Defendants Rod Kazazi, Foundation
Partners, Brandi Greenfield, BG Marketing LLC, Frank Costanzo, Deborah Connelly, Ecological
Fox LLC, Michael Santos, Angela Chittenden, and Beach Bunny Holdings LLC (Doc. 195)
(“Stipulated Preliminary Injunction”). Under the Stipulated Preliminary Injunction, the Receiver
remained as receiver over the stipulating Receivership Entities BG Marketing, LLC, Ecological
Fox, LLC, and Foundation Partners, and NLG was expressly added as a named Receivership
Entity.*

On October 3, 2019, the Court issued the Preliminary Injunction as to Defendants Andris
Pukke, Peter Baker, Luke Chadwick, John Usher, Certain Corporate Defendants, and the Estate
of John Pukke (Doc. 615) (“Pukke Preliminary Injunction”). Under the Pukke Preliminary
Injunction, the Receiver was named as permanent receiver over at least 16 Receivership Entities
and over Pukke’s, Baker’s and Luke Chadwick’s (“Chadwick”) assets valued at $1,000 or more.

On November 6, 2019, a Stipulated Order for Permanent Injunction and Monetary
Judgment Against Defendants Frank Costanzo and Ecological Fox LLC and Relief Defendant
Deborah Connelly (Doc. 668) (“Costanzo Judgment™) was entered. Among other things, the
Receiver remained as permanent receiver over Ecological Fox LLC under the Costanzo
Judgment. Subsequently, several other stipulated judgments were entered against various
Defendants and Relief Defendants, each of which vested certain duties, powers and authority in

the Receiver, including the Stipulated Order for Permanent Injunction and Monetary Judgment

! The Receiver had already determined that NLG was a non-party Receivership Entity, in
addition to previously determining that two other non-party entities, 2729 Bristol LLC and 3905
Marcus, LLC, were Receivership Entities, pursuant to Sections XVI.W and X of the TRO.
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Against Defendants Brandi Greenfield and BG Marketing, LLC (Doc. 788) (“Greenfield
Judgment”); Stipulated Order for Permanent Injunction and Monetary Judgment Against
Defendants Rod Kazazi and Foundation Partners (Doc. 789) (“Kazazi Judgment”); Stipulated
Order for Final Judgment Against Relief Defendants Angela Chittenden and Beach Bunny
Holdings LLC (Doc. 819) (“Chittenden Judgment™); and Stipulated Order for Permanent
Injunction and Monetary Judgment Against Defendant Michael Santos (*“Santos Judgment’)
(Doc. 820) (collectively, these four judgments and the Costanzo Judgment are referred to as the
“Stipulated Judgments”). On October 8, 2020 the Receiver brought its Application for
Extension of Term of Receiver Pursuant to Stipulated Judgments (Doc. 1061) (“Extension
Application”), seeking an extension of the term of the Receiver under the Stipulated Judgments
through October 10, 2021. The Court entered an Order granting the Extension Application on
October 29, 2020 (Doc.1072).

Pursuant to the TRO, Stipulated Preliminary Injunction, Pukke Preliminary Injunction
and the Stipulated Judgments, the Receiver is directed to file and serve on the parties periodic
requests for the payment of reasonable compensation for the performance of its duties and for the
cost of its out-of-pocket expenses from the assets of the receivership estate.

The Receiver filed its initial fee motion on April 5, 2019 (Doc. 400), covering the period
from the inception of the receivership estate through January 31, 2019. The Court granted the
Receiver’s motion in its entirety by Order entered on April 25, 2019 (Doc. 430). The Receiver
filed its second fee motion on August 26, 2019 (Doc. 562) covering the period from February 1,
2019 through May 31, 2019. The Court granted the Receiver’s second fee motion in its entirety
by Order entered on August 30, 2019 (Doc. 567). The Receiver filed its third fee motion on

November 26, 2019 (Doc. 722) covering the period from June 1, 2019 through September 30,
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2019. The Court granted the Receiver’s third fee motion in its entirety by Order entered on
December 16, 2020 (Doc. 748). The Receiver filed its fourth fee motion on May 19, 2020 (Doc.
955) covering the period from October 1, 2019 through March 31, 2020. The Court granted the
Receiver’s fourth fee motion in its entirety by Order entered on June 8, 2020 (Doc. 970).

This Motion is the fifth request for an order approving and authorizing payment of the
fees and costs incurred by the Receiver and its counsel, Barnes & Thornburg LLP (“Barnes &
Thornburg”), covering the six-month period from April 1, 2020 through September 30, 2020
(“Fifth Expense Period”).

As evidenced by the detailed billing records which accompany the declaration of Brick
Kane (“Kane Declaration”) in support of the Motion, marked collectively as Exhibit 2 to the
Kane Declaration, and by the detailed billing records which accompany the declaration of Gary
Owen Caris (“Caris Declaration”) in support of the Motion, marked collectively as Exhibit 1 to
the Caris Declaration, and as discussed in greater detail below, the receivership continues to be
extremely challenging and time consuming for the Receiver and its counsel, requiring them to
focus on a myriad of issues and receivership assets.

During the Fifth Expense Period, the Receiver continued to focus extensively on the
administration and management of the real estate development project in Belize, sometimes
referred to as the Reserve, in order to preserve that asset. The Receiver managed the Reserve
and worked closely with the Reserve Consumer Committee on a myriad of operational issues. It
also had extensive communications with Reserve lot owners concerning a variety of issues
affecting the owners. It worked with the Central Bank of Belize (“Central Bank™) and submitted
a group application to the Central Bank to assist owners of 103 lots who had fully paid for their

lots, in order to enable them to obtain title to their properties. Late in the Fifth Expense Period,
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the Central Bank approved the Receiver’s submission, paving the way for these lot owners to
obtain title through their separate subsequent application to the Belize Lands Department
(“Lands Department”). The Receiver also began implementing a process for the eventual
development and/or sale of the Reserve.

The Receiver also began to prepare for a comprehensive claims allowance and redress
plan which the FTC intends to present to the Court. This required the Receiver to extensively
analyze information that will be used to quantify consumer claims, and to review and provide
suggested revisions to multiple drafts of the redress plan being formulated by the FTC.

The Receiver continued to develop and implement strategies for the preservation and
monetization of various other assets of the receivership estate. Through these efforts, in
conjunction with the efforts of its counsel and in part as a result of the Stipulated Judgments
obtained by the FTC, the Receiver was able to bring funds into the receivership estate during the
Fifth Expense Period totaling $694,669.80, including $50,000 collected from Gordon
Barienbrock (“Barienbrock”) pursuant to a settlement with him that is pending Court approval.?
Including the Barienbrock funds, since the inception of the receivership through September 30,
2020 the Receiver has successfully collected cash and monetized assets of the receivership estate
in excess of $9,070,000. This figure does not include $27,112,000 in funds received in the

aggregate from Relief Defendant John Vipulis and from Defendant AIBL.

2 Among other provisions, that settlement calls for Barienbrock to pay $100,000 for the
acquisition of the receivership estate’s one-half interest in a boat in three installment payments.
The final $50,000 owed under this provision was received during the Fifth Expense Period and
$100,000 is held by the Receiver pending the Court’s ruling on the Receiver’s settlement motion.
By Memorandum Order entered October 29, 2020 (Doc. 1073), the Court indicated that it “sees
no reason why it should not approve the settlements [with Barienbrock and Violette Mathis]” and
instructed the FTC to submit a proposed order with findings of fact in connection with that
motion.
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During the Fifth Expense Period, Barnes & Thornburg worked on a number of
assignments to assist the Receiver in discharging its duties. This included completing
settlements with various third parties to recover money and other assets for the benefit of the
receivership estate; undertaking discovery geared at recovering other assets; and preparing
numerous motions and pleadings to assist the Receiver in performing its duties and advancing
the interests of the receivership estate. Counsel for the Receiver was also extensively involved in
the review and revision of multiple drafts of the FTC’s prospective claims allowance and redress
plan.

The services rendered by the Receiver and its counsel are summarized separately below,
discussed in the accompanying declarations of Kane and Caris, and described in the detailed
billing records attached as exhibits to those declarations.

1. SUMMARY OF THE RECEIVER’S SERVICES AND ACTIVITIES DURING

THE FIFTH EXPENSE PERIOD

The Receiver seeks payment of the Receiver’s fees and costs summarized in the
Receivership Administrative Expenses and Fund Balance spreadsheet (“Financial Summary”)
attached as Exhibit 1 to the Kane Declaration in support of this Motion, together with the
detailed billing records of the Receiver, attached to the Kane Declaration collectively as Exhibit
2.2 During the Fifth Expense Period, the Receiver has incurred fees for the Receiver’s members
and staff of $255,065.40. The Receiver’s costs during the Fifth Expense Period total $17,396.77

and are detailed in the Financial Summary.

3 As explained in the Caris declaration, the bills have been redacted where appropriate to
preserve confidential, sensitive, tactical, strategic, attorney-client privileged and/or attorney
work-product information.
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A. Management and Potential Sale and Development of the Reserve

The Receiver continued dealing with complex, challenging and time consuming issues
related to a host of financial and operational issues facing the Reserve and the lot owners at the
Reserve. During the Fifth Expense Period, the Receiver addressed the effect of the COVID-19
pandemic on the development, including emergency restrictions placed on construction and
travel by the Government of Belize. It addressed pressing security issues at the Reserve in light
of break-ins that occurred there. The Receiver dealt with road maintenance and repair issues.
The Receiver determined that some of the original roads built by the Defendants had failed to
follow the surveyed plan and encroached on certain lots. The Receiver had a re-survey of certain
Reserve property made and is considering plans to re-cut roads to meet the original
specifications. It assisted the new Design Review Group by editing outdated design guidelines
for the Reserve. The Receiver also evicted the non-compliant operator of the gas station and
mini market at the Reserve and replaced him with a new operator under a new lease. The
Receiver also continued to address problems with internet service and also began to address
damage to the Reserve caused by the recent Hurricane Nana.

The Receiver also continued to address issues regarding land tax payments with Belize
authorities and lot owners. The Belize land tax amnesty program has terminated and the Belize
Lands Department would not accept land tax payments from the Receiver on behalf of individual
lot owners in light of a decree which required that tax payments be made at one time for all lots
in a subdivision for those lots which were not titled to individual lot owners. Many individual
owners have not yet made a decision as to whether they wish to retain their lots, so this decree
has been problematic. The Receiver continues to work with the Lands Department in an effort to

get them to accept tax payments on behalf of individual lot owners constituting less than the
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entire tax bill for a subdivision.

As noted above, the Receiver undertook a substantial amount of work to assist lot
owners who had paid in full for their lots in obtaining title. It worked closely with the Central
Bank and made a group application to the Central Bank to assist lot owners of 103 lots who had
fully paid for their lots, in order to enable them to obtain title to their properties. The Receiver
continued to conduct a thorough forensic review and analysis of bank records as well as a
reconstruction of accounting records, in order to submit data to the Central Bank in support of
this application. The Receiver’s team also extensively researched electronic records concerning
lot owner information, payment history and property descriptions for the application. Late in the
Fifth Expense Period, the Central Bank approved the Receiver’s submission, paving the way for
these lot owners to obtain title through their separate subsequent application to the Lands
Department.

The Receiver regularly communicated with on-site management at the Reserve and the
Receiver’s Belize counsel over these and other issues. The Receiver continued to communicate
extensively with numerous lot purchasers regarding many issues, including title transfer and
ownership, interim plans for the Reserve, repair, maintenance, development, and security. It also
reviewed the Court’s Memorandum Opinion and three proposed orders which were issued in late
August and had numerous communications with lot purchasers who had questions about these
rulings and the effect of the rulings on the Reserve.

The Receiver has also continued to work closely with the Consumer Committee formed
pursuant to the Court’s Interim Reserve Management Order. It set the agenda for, scheduled and
chaired five monthly meetings of the Consumer Committee. These meetings primarily were held

telephonically in light of the COVID-19 pandemic. The Receiver continued to assist the
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Consumer Committee by reviewing draft revisions to the Sittee River Wildlife Reserve’s
(“SRWR™) Articles of Association and the SRWR’s Restrictive Covenants, Conditions and
Easements (“RCCEs”), and making suggested revisions to these draft documents. The Receiver
also prepared drafts of the Consumer Committee minutes and assisted in finalizing the minutes.

The Receiver also began implementing strategies for the potential development and/or
sale of the Reserve to a third party. During the Fifth Expense Period, it conducted a search for
consultants who could potentially assist the Receiver in locating qualified prospective
developers. It had extensive discussions with third parties and the FTC on this issue. The
Receiver has informally engaged the services of a highly qualified consultant with expertise in
the region who can identify staffing requirements for large development projects. It is believed
that a focused plan and detailed development proposal can be crafted under the guidance of this
consultant. This proposal will then be used to identify and attract appropriate and qualified
developers.

B. Claims Allowance and Redress Plan

The Receiver has been extensively involved in the FTC’s drafting of a proposed claims
allowance and redress plan. This has included undertaking substantial forensic accounting work
to analyze data that will be relevant to the quantification of consumer claims in order to suggest
revisions to the draft redress plan. The Receiver and its counsel have reviewed and suggested
revisions to multiple drafts of the redress plan and attended numerous conference calls with the
FTC concerning the draft plan.

C. Asset Preservation and Sales

The Receiver, in connection with its counsel, Barnes & Thornburg, continued to preserve

the value of and monetize receivership assets.
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The Receiver has continued to assert control over the property located at 104 Kings
Place, Newport Beach, California (“Kings Place Property”), held in the name of the AAC Family
HYCET Trust Dated 10/7/15 (“AAC Trust”),* but which is specifically identified as an asset of
the receivership estate in the TRO and Preliminary Injunction. Pursuant to the Chittenden
Judgment, the Kings Place Property has become an undisputed asset of the receivership estate.
As discussed in the Receiver’s first four fee motions, the AAC Trust entered into a post-TRO
lease/purchase option agreement on the property without the Receiver’s knowledge or
permission. Starting in May 2019 and continuing through the Fifth Expense Period, the lessee
made lease and purchase option payments to the Receiver in the total amount of $1,037,500.
The Receiver had previously negotiated extensively with the lessee about an accelerated
acquisition of the property at a substantially reduced price to reflect actual market value.
However, the FTC has raised concerns about the lessee/potential purchaser and has sought
numerous financial documents and posed many questions to the lessee in an effort to determine
if the FTC would object to a sale to the lessee. Additionally, as described in more detail below,
the Receiver, through counsel, has notified the lessee that the purchase option has lapsed in light
of his failure to make the last two option payments. The lessee has also failed to make the last
two rent payments due for September and October 2020. The Receiver, through counsel, is
currently in discussion with the lessee’s third lawyer to address his default and to determine
whether the lessee intends on attempting to satisfy the FTC’s concerns in an effort to still acquire
the property, or alternatively, whether he intends on vacating the property. The Receiver is

developing alternative marketing and sale strategies in light of the current impasse with the

4 The AAC Trust is a purported asset protection trust for the benefit of the minor children of
Pukke and Chittenden. AAC are Chittenden’s initials. HYCET stands for “have your cake and
eat it too.”

10
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lessee.

In conjunction with the Receiver’s counsel, it has continued to address various insurance
claims and repair issues on the Kings Place Property as a result of the property’s slope and soil
issues, and water damage.

During the Fifth Expense Period, the Receiver assisted its counsel in taking steps to
finalize the settlement reached concerning the property at 2729 Bristol Street, Costa Mesa,
California (“Bristol Property”). The Receiver through counsel successfully consummated a
settlement with the Bristol Property’s former owner (and holder of a purchase money deed of
trust on the property) and the settlement was approved by the Court prior to the Fifth Expense
Period. During the Fifth Expense Period, the Receiver in conjunction with its counsel took steps
to ensure a successful closing on the Bristol Property transaction, resulting in the payment of
$320,000 to the receivership estate. This was an excellent result for the estate given that the
former owner’s lien on the Bristol Property exceeded the fair market value of the property.

Pursuant to the Santos Judgment, Michael Santos’s interest in five parcels of real
property was assigned to the Receiver for liquidation. During the prior expense period, the
Receiver, with counsel’s assistance, entered into a settlement with Lee Nobmann (*Nobmann”),
one of the second trust deed holders on certain of the property, pursuant to which the Receiver
obtained $350,000 in exchange for the assignment of the Receiver’s interest in the five properties
to Nobmann. During the Fifth Expense Period, the Receiver, in conjunction with counsel, took
steps to address post-closing issues, including a proper allocation between the Receiver and

Nobmann of rental income generated by the properties.

11
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D. General Operational Work

The Receiver also prepared the financial materials provided to the Court in connection
with its fourth fee application. It also continued to handle traditional receivership operational
matters, including maintaining and updating the accounting and financial records of the
receivership estate, utilizing and overseeing vendors to preserve and maintain receivership
assets, and processing payables.

Despite the wide-ranging and complex nature of this receivership, the Receiver’s work
has been extremely beneficial and cost-effective to the estate. As noted above, the Receiver has
collected $694,669.80 during the Fifth Expense Period, even though the bulk of the work which
the Receiver performed during this period of time was not focused on the immediate liquidation
of receivership assets but rather on longer-term issues pertaining to the management,
preservation and development of the Reserve and the implementation of a claims allowance and
redress plan.

1.  SUMMARY OF THE RECEIVER’S COUNSEL’S SERVICES AND ACTIVITIES

DURING THE FIFTH EXPENSE PERIOD

The Receiver also seeks payment of its counsel’s fees and expenses summarized in the
Financial Summary, Exhibit 1 to the Kane Declaration, and set forth in the detailed billing
records of Barnes & Thornburg, attached collectively as Exhibit 1 to the Caris Declaration.
During the Fifth Expense Period, the Receiver incurred fees to Barnes & Thornburg of
$203,548.20 and costs of $7,667.22, for a total of $211,215.42.

A. Monetizing and Addressing Receivership Assets

Barnes & Thornburg rendered extensive services during the Fifth Expense Period to

assist in monetizing or otherwise addressing assets for the benefit of the receivership estate, as

12
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well as working closely with the Receiver and the FTC concerning a proposed claims allowance
and redress plan.

During the prior expense period, counsel was able to resurrect the comprehensive
settlement agreement with the former owner of the Bristol Property by locating an alternative
title insurer to insure the settlement transaction, revise the settlement documentation and prepare
a successful motion to approve the settlement. Early in the Fifth Expense Period, it took the
remainder of steps necessary to ensure that the transaction successfully closed, working with
counsel for the former owner to facilitate another inspection of the property and addressing and
working to resolve all remaining title issues and concerns. The transaction closed in late April
2020, resulting in a payment of $320,000 to the receivership estate.

During the prior expense period, the settlement with Nobmann concerning the five
properties assigned to the Receiver under the Santos Judgment was documented and payment of
$350,000 pursuant to that settlement was paid to the Receiver pending Court approval. The
Court approved the settlement at the outset of the Fifth Expense Period. Thereafter, Barnes &
Thornburg withdrew Notices of Pending Action (Lis Pendens) on the five properties and, at
Nobmann’s counsel’s request, reviewed, revised and approved assignment documents for
recordation on the five properties. Barnes & Thornburg also negotiated the proper allocation of
rents between the Receiver and Nobmann which had been paid to the Receiver for some of these
properties, pursuant to the terms of the Court-approved settlement. While allocating rental
payments, the Receiver’s counsel also made certain that the receivership estate would be
compensated for post-closing work undertaken at Nobmann’s request.

Counsel continued to take steps to ensure that all appropriate actions were taken by

AIBL’s Liquidator pursuant to the Stipulated Order for Permanent Injunction and Monetary

13
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Judgment Against Atlantic International Bank Limited (Doc. 607) (“AlIBL Judgment”). Barnes
& Thornburg communicated with the Liquidator’s counsel and with the Receiver’s Belize
counsel to make sure that all required documents were turned over to the Receiver under the
AIBL Judgment and that additional assignment documentation was obtained as necessary and
recorded as required under Belize law.

During the prior expense period, the FTC took the lead in negotiating settlements with
two creditors of the Reserve and another real property development in Belize known as
Kanantik, Barienbrock and Violette Mathis (“Mathis”). Mathis also holds several ownership
interests in Kanantik-related companies.® Both settlements were completed in March 2020,
during the prior expense period. During the Fifth Expense Period, extensive steps were taken to
consummate the Mathis settlement despite challenges faced in light of the COVID-19 pandemic
and Mathis’s desire to remain strictly quarantined. A motion to approve the Barienbrock and
Mathis settlements was prepared and filed during the Fifth Expense Period. The Receiver’s
counsel filed a response to the objection to the settlement motion filed by defendant Chadwick
and the settlement motion remains pending before the Court.

As discussed above, the Receiver’s counsel has been actively involved in addressing
issues pertaining to the Kings Place Property. It provided formal notice to the lessee that its
purchase option lapsed as a result of non-payment of certain option payments. It had numerous
communications with two different lawyers for the lessee during the Fifth Expense Period and
has continued to communicate with a third lawyer retained by the lessee after the Fifth Expense

Period, in order to address issues raised by the FTC concerning the lessee’s potential acquisition

® Much of Barienbrock’s interests are held in his family trust. Much of Mathis’s interests are
held in her family trust or CVM Corporation, wholly owned by the family trust.

14



Case 1:18-cv-03309-PJM Document 1077-1 Filed 11/03/20 Page 15 of 20

of the property, the lessee’s recent default in payment of rent on the property for September and
October, and a potential resolution of the impasse between the lessee and the Receiver.

B. Discovery

Prior to the Fifth Expense Period, the Receiver’s counsel prepared two deposition
subpoenas and two document production requests for Jorge Diaz-Cueto (“Diaz-Cueto”),
individually and as president of Bella Mar Estates, Ltd. (“Bella Mar”), to investigate the facts
and circumstances surrounding the Receivership Entities’ acquisition of land in the Bahamas.
Diaz-Cueto asserts that this property is no longer property of the receivership estate as a result of
non-payment to the vendor under a purchase money sales contract. In December 2019, counsel
for the Receiver deposed Diaz-Cueto in Miami, Florida. During the deposition, the Receiver
determined and Diaz-Cueto acknowledged that substantial additional documents were required to
be produced. Diaz-Cueto also refused to answer questions about the ultimate disposition of
$1,065,000 paid by the Receivership Entities for the acquisition of the Bahamas property. Prior
to the Fifth Expense Period, the Receiver was forced to bring a motion in the Southern District of
Florida seeking to alternatively transfer the discovery dispute to this Court or compel Diaz-Cueto
to answer the questions he refused to answer at the deposition. In March 2020, the Court in
Florida denied the motion to transfer the matter to this Court but granted the motion to compel
Diaz-Cueto to answer all questions pertaining to the disposition of the $1,065,000. During the
Fifth Expense Period, additional documents were produced by Diaz-Cueto and Bella Mar and
reviewed by Receiver’s counsel. Also during the Fifth Expense Period, Barnes & Thornburg and
counsel for Diaz-Cueto entered into two consent motions to extend the time to take the Court-
order supplemental deposition in an effort to eventually conduct the deposition in Miami when it

was safe to do so. However, it was determined that it was more prudent to conduct the

15
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deposition remotely in light of the ongoing COVID-19 pandemic. The supplemental deposition
was conducted remotely on October 21 and October 23, 2020. During the Fifth Expense Period,
the Receiver’s counsel and Diaz-Cueto’s counsel also had preliminary settlement discussions.
No resolution has been reached and the Receiver is evaluating its legal options.

C. Prospective Claims Allowance and Redress Plan

During the Fifth Expense Period, the Receiver’s counsel spent a significant amount of
time reviewing and revising multiple drafts of the FTC’s claims allowance and redress plan.
Barnes & Thornburg had numerous telephonic communications with the Receiver and the FTC
to discuss and revise the proposed redress plan.

D. Other Litigation Work and Insurance Work

During the Fifth Expense Period, Barnes & Thornburg prepared and filed the successful
fourth fee motion. It prepared an opposition to a series of letters brought by investors in the
project in Costa Rica known as Rancho Del Mar, seeking an untimely return of funds from a
bank account held by Receivership Entity NLG. A ruling on the letters filed by these investors
has not yet been issued. The Receiver also prepared a reply to the oppositions filed separately by
Chadwick and Baker to the FTC’s motion for default judgment, in which various baseless
allegations were leveled against the Receiver. Throughout the Fifth Expense Period, Barnes &
Thornburg has continued to monitor and review voluminous pleadings filed by the parties and
orders issued by the Court. Counsel for the Receiver has analyzed in detail this Court’s
Memorandum Opinion and three proposed orders which were issued in late August 2020. As a
result of the Memorandum Opinion and proposed orders, counsel for the Receiver discussed with

the FTC suggested modifications to the proposed judgments relevant to the Receiver.
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Finally, counsel for the Receiver continues to take a primary role in negotiating the
Receiver’s insurance claims concerning water damage and slope repairs affecting the Kings
Place Property. It has taken the lead in negotiations to compel the insurance carrier to make
payments for testing and repair as required under the insurance contract.

Barnes & Thornburg, utilizing its Washington, D.C. office, continues to act as local
counsel through James Van Horn to facilitate the service and filing of pleadings and assist Caris
as necessary to ensure compliance with local practice and procedure.

IV. THE FEES AND COSTS OF THE RECEIVER AND ITS COUNSEL ARE

REASONABLE AND SHOULD BE PAID AS REQUESTED

It is a fundamental tenet of receivership law that expenses of administration incurred by
the receiver, including those of the receiver, his counsel and others employed by him, constitute
priority expenses for which compensation should be paid from the assets of the receivership. As
explained in the leading treatise Clark on Receivers:

The obligations and expenses which the court creates in its
administration of the property are necessarily burdens on the
property taken possession of, and this, irrespective of the question
who may be the ultimate owner, or who may have the preferred
lien, or who may invoke the receivership. The appointing court
pledges its good faith that all duly authorized obligations incurred
during the receivership shall be paid.
2 Clark, Ralph Ewing, A Treatise on the Law and Practice of Receivers § 637, p. 1052 (3rd ed.

Rev. 1992).
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The Receiver is an officer of the Court charged with a myriad of duties under the Court’s
orders, many of which have no relationship to recovery of assets or increasing the funds
available for distribution to creditors. Because of the nature of the administrative and other
services required in receiverships, the benefit a receiver confers on receivership property cannot
be determined based solely on the increase or decrease in the value of property in the receiver’s
possession. As the Court explained in Securities and Exchange Commission v. Elliott, 953 F. 2d
1560, 1577 (11th Cir. 1992):

[t is sometimes difficult to ascertain what type of benefits a
receiver has bestowed on receivership property . . ... [A] benefit
to a secured party may take more subtle forms than a bare increase
in monetary value. Even though a receiver may not have increased,
or prevented a decrease in, the value of the collateral, if a receiver
reasonably and diligently discharges his duties, he is entitled to
compensation. [Citations omitted.]

Securities and Exchange Commission v. Elliott, 953 F. 2d at 1577.

The Court has broad discretion in determining the reasonableness of fees to be awarded a
receiver. See In re San Vicente Medical Partners Ltd., 962 F. 2d 1402, 1409-1410 (9th Cir.
1992). The Court may evaluate the time and effort expended by the Receiver with respect to
specific projects and aspects of the administration of the estate, and may look to a number of
different factors under the case law in approving receiver’s and counsel’s fees. In re San Vicente
Medical Partners Ltd., 962 F. 2d at 1409-1410.

The Receiver and its professionals have performed extensive and wide-ranging tasks

during the Fifth Expense Period in this complex receivership proceeding. This motion establishes

18
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that the Receiver, its members, staff and professionals rendered important and necessary services
for the receivership estate during the Fifth Expense Period that were highly beneficial to the
estate. Much of the work during the Fifth Expense Period was, of necessity, not focused on the
monetization of receivership assets, but instead was focused on preserving asset value at the
Reserve, crafting and beginning to implement a strategy for the development of the Reserve, and
assisting in the drafting of a claims allowance and redress plan. Nevertheless, the Receiver’s
services and those of its counsel also led to the successful recovery of $694,669.80 during the
period. The Receiver submits the fees are reasonable in light of the services rendered, and that
the fees and expenses requested should be awarded in their entirety. See Federal Trade
Commission v. Capital Acquisitions & Management Corp., 2005 U.S. Dist. LEXIS 18504 (N.D.
Il. August 26, 2005). As of October 29, 2020, the Receiver has on hand over $5.728 million
available to pay the fees and costs requested for payment pursuant to this Motion, which sum
does not include the $23 million AIBL settlement payment.

111

111

111

111

111

111

111

111

111

Iy
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V. CONCLUSION

Based on the Motion, this Memorandum of Points and Authorities, the supporting
declarations of Brick Kane and Gary Owen Caris, along with the exhibits attached thereto, it is
respectfully requested that the Court grant the Motion in its entirety, and approve and authorize

for payment the fees and expenses of the Receiver and its counsel as set forth herein.

Dated: November 3, 2020 By: /s/ Gary Owen Caris
Gary Owen Caris, Calif. Bar No. 088918
Admitted Pro Hac Vice 11/30/18
Barnes & Thornburg LLP
2029 Century Park East, Suite 300
Los Angeles, CA 90067

Telephone: (310) 284-3880
Facsimile: (310) 284-3894
Email: gcaris@btlaw.com

By: /s/ James E. Van Horn
James E. Van Horn (Bar No. 29210)
Barnes & Thornburg LLP
1717 Pennsylvania Avenue, NW,
Suite 500
Washington, DC 20006
Telephone: (202) 289-1313
Facsimile: (202) 289-1330
Email: jvanhorn@btlaw.com

Attorneys for Receiver, Robb Evans &
Associates LLC

18372469v1
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UNITED STATES DISTRICT COURT
DISTRICT OF MARYLAND
SOUTHERN DIVISION

In re SANCTUARY BELIZE LITIGATION No: 18-cv-3309-PJM

DECLARATION OF BRICK KANE IN SUPPORT OF MOTION FOR
ORDER APPROVING AND AUTHORIZING PAYMENT OF RECEIVER’S AND
PROFESSIONAL’S FEES AND COSTS FROM APRIL 1, 2020 THROUGH
SEPTEMBER 30, 2020

I, Brick Kane, declare:

1. | am the President of Robb Evans & Associates LLC (“Receiver”), the receiver in
this action. This lawsuit was commenced on October 31, 2018 by the Federal Trade Commission
(“FTC”) with its filing of a Complaint for Permanent Injunction and Other Equitable Relief
(“Complaint”). The lawsuit named 17 entity defendants and seven individual defendants, in
addition to five relief defendants. The Court issued the Ex Parte Temporary Restraining Order
With Asset Freeze, Writs Ne Exeat, Appointment of a Temporary Restraining Order and Other
Equitable Relief, and Order to Show Cause Why a Preliminary Injunction Should Not Issue
(“TRO”) on November 5, 2018. Under the TRO, the Receiver became temporary receiver over
all entity defendants except for Atlantic International Bank Limited (“AIBL”) and over the assets
of Andris Pukke (“Pukke”) and Peter Baker (“Baker”) valued at $1,000 or more. The Court
extended the duration of the TRO pursuant to an Extension of Temporary Restraining Order and
Interim Preliminary Injunction on November 20, 2018. The FTC filed a motion to amend the
Complaint and a proposed Amended Complaint for Permanent Injunction and Other Equitable

Relief (“Amended Complaint”) on December 28, 2018 adding Michael Santos and Newport
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Land Group, LLC (“NLG”) as defendants. The Court granted the motion to amend on January
11, 2019. On February 13, 2019 the Court entered a Stipulated Preliminary Injunction as to
Defendants Rod Kazazi, Foundation Partners, Brandi Greenfield, BG Marketing LLC, Frank
Costanzo, Deborah Connelly, Ecological Fox LLC, Michael Santos, Angela Chittenden, and
Beach Bunny Holdings LLC (“Stipulated Preliminary Injunction”). Under the Stipulated
Preliminary Injunction, the Receiver remained as receiver over the stipulating Receivership
Entities BG Marketing, LLC, Ecological Fox, LLC, and Foundation Partners, and NLG was
expressly added as a named Receivership Entity. On October 3, 2019, the Court issued the
Preliminary Injunction as to Defendants Andris Pukke, Peter Baker, Luke Chadwick, John
Usher, Certain Corporate Defendants, and the Estate of John Pukke (“Pukke Preliminary
Injunction”). Under the Pukke Preliminary Injunction, the Receiver was named as permanent
receiver over at least 16 Receivership Entities and over Pukke’s, Baker’s and Luke Chadwick’s
(“Chadwick™) assets valued at $1,000 or more. On November 6, 2019, a Stipulated Order for
Permanent Injunction and Monetary Judgment Against Defendants Frank Costanzo and
Ecological Fox LLC and Relief Defendant Deborah Connelly (“Costanzo Judgment”) was
entered. Among other things, the Receiver remained as permanent receiver over Ecological Fox
LLC under the Costanzo Judgment. Subsequently, several other stipulated judgments were
entered against various Defendants and Relief Defendants, each of which vested certain duties,
powers and authority in the Receiver, including the Stipulated Order for Permanent Injunction
and Monetary Judgment Against Defendants Brandi Greenfield and BG Marketing, LLC
(“Greenfield Judgment”); Stipulated Order for Permanent Injunction and Monetary Judgment
Against Defendants Rod Kazazi and Foundation Partners (“Kazazi Judgment”); Stipulated Order

for Final Judgment Against Relief Defendants Angela Chittenden and Beach Bunny Holdings
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LLC (“Chittenden Judgment”); and Stipulated Order for Permanent Injunction and Monetary
Judgment Against Defendant Michael Santos (“Santos Judgment”) (collectively, these four
judgments and the Costanzo Judgment are referred to as the “Stipulated Judgments”). On
October 8, 2020 the Receiver brought its Application for Extension of Term of Receiver
Pursuant to Stipulated Judgments (“Extension Application”), seeking an extension of the term of
the Receiver under the Stipulated Judgments through October 10, 2021. On October 29, 2020,
the Court issued an Order granting the Extension Application.

2. I have been one of the members of Robb Evans & Associates LLC primarily
responsible for the supervision, management and administration of the receivership estate, the
Receiver’s taking possession and control of the business and operations of the Receivership
Entities, as defined in the TRO, Stipulated Preliminary Injunction and Pukke Preliminary
Injunction, the review and investigation of the business, operations and assets of the
Receivership Entities and the individuals whose assets are under receivership, and the Receiver’s
exercise of the other powers and duties set forth in the TRO, Stipulated Preliminary Injunction
Pukke Preliminary Injunction, and Stipulated Judgments. | have been involved in the Receiver’s
ongoing review and detailed analysis of the Receivership Entities’ financial records, banking
records, and other business records and files. | was personally involved in the preparation and
review of the Receiver’s Report of Activities for the Period From November 6, 2018 to February
21, 2019 (“First Report”) filed on February 22, 2019 and the Receiver’s Second Court Report
Dated July 2, 2019 (“Second Report”). | have personal knowledge of the matters set forth in this
declaration and if | were called upon to testify as to these matters I could and would competently

testify thereto based on my personal knowledge.
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3. The Receiver seeks payment of the Receiver’s fees and costs summarized in the
Receivership Administrative Expenses and Fund Balance spreadsheet (“Financial Summary”)
attached hereto as Exhibit 1. The fees are set forth in the detailed billing records of the Receiver,
attached collectively hereto as Exhibit 2, for the six-month period from April 1, 2020 through
September 30, 2020 (“Fifth Expense Period”). During the Fifth Expense Period, the Receiver
has incurred fees for the Receiver, including the Receiver’s members and staff, of $255,065.40.
The Receiver’s costs during the Fourth Expense Period total $17,396.77 and are detailed in the
Financial Summary.

4. During the Fifth Expense Period, the Receiver continued to focus extensively on
the administration and management of the real estate development project in Belize, sometimes
referred to as the Reserve, in order to preserve that asset. The Receiver managed the Reserve
and worked closely with the Reserve Consumer Committee on a myriad of issues. The Receiver
continued dealing with complex, challenging and time consuming issues related to a host of
financial and operational issues facing the Reserve and the lot owners at the Reserve.

5. During the Fifth Expense Period, the Receiver addressed the effect of the
COVID-19 pandemic on the development, including emergency restrictions placed on
construction and travel by the Government of Belize. It addressed pressing security issues at the
Reserve in light of break-ins that occurred there. The Receiver dealt with road maintenance and
repair issues. The Receiver determined that some of the original roads built by the Defendants
had failed to follow the surveyed plan and encroached on certain lots. The Receiver had a re-
survey of certain Reserve property made and is considering plans to re-cut roads to meet the
original specifications. It assisted the new Design Review Group by editing outdated design

guidelines for the Reserve. The Receiver also evicted the non-compliant operator of the gas
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station and mini market at the Reserve and replaced him with a new operator under a new lease.
The Receiver also continued to address problems with the quality of internet service at the
Reserve. The Receiver also began to address damage to the Reserve caused by the recent
Hurricane Nana.

6. The Receiver also continued to address issues regarding land tax payments with
Belize authorities and lot owners. The Belize land tax amnesty program has terminated and the
Belize Lands Department (“Lands Department”) would not accept land tax payments from the
Receiver on behalf of individual lot owners in light of a decree which required that tax payments
be made at one time for all lots in a subdivision which were not titled to individual lot owners.
Many individual owners have not yet made a decision as to whether they wish to retain their lots,
so this decree has been problematic. The Receiver continues to work with the Lands Department
in an effort to get them to accept tax payments on behalf of individual lot owners constituting
less than the entire tax bill for a subdivision.

7. The Receiver undertook a substantial amount of work to assist lot owners who
had paid in full for their lots in obtaining title. It worked closely with Central Bank of Belize
(“Central Bank™) and made a group application to the Central Bank to assist lot owners of 103
lots who had fully paid for their lots, in order to enable them to obtain title to their properties.
The Receiver continued to conduct a thorough forensic review and analysis of bank records as
well as a reconstruction of accounting records, in order to submit data to the Central Bank in
support of this application. The Receiver’s team also extensively researched electronic records
concerning lot owner information, payment history and property descriptions for the application.

Late in the Fifth Expense Period, the Central Bank approved the Receiver’s submission, paving
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the way for these lot owners to obtain title through their separate subsequent application to the
Lands Department.

8. The Receiver regularly communicated with on-site management at the Reserve
and the Receiver’s Belize counsel over the issues descried in this declaration as well as other
issues. The Receiver also continued to communicate extensively with numerous lot purchasers
regarding many issues, including title transfer and ownership, interim plans for the Reserve,
repair, maintenance, development, and security. It also reviewed the Court’s Memorandum
Opinion and three proposed orders which were issued in late August and had numerous
communications with lot purchasers who had questions about these rulings and the effect of the
rulings on the Reserve.

9. The Receiver has continued to work closely with the Consumer Committee
formed pursuant to the Court’s Interim Reserve Management Order. It set the agenda for,
scheduled and chaired five monthly meetings of the Consumer Committee. These meetings were
primarily were held telephonically in light of the COVID-19 pandemic. The Receiver continued
to assist the Consumer Committee by reviewing draft revisions to the Sittee River Wildlife
Reserve’s (“SRWR”) Articles of Association and the SRWR’s Restrictive Covenants, Conditions
and Easements (“RCCEs”), and making suggested revisions to these draft documents. The
Receiver also prepared drafts of the Consumer Committee minutes and assisted in finalizing the
minutes.

10.  The Receiver also began implementing strategies for the potential development
and/or sale of the Reserve to a third party. During the Fifth Expense Period, it conducted a
search for consultants who could potentially assist the Receiver in locating qualified prospective

developers. It had extensive discussions with third parties and the FTC on this issue. The
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Receiver has informally engaged the services of a highly qualified consultant with expertise in
the region who can identify staffing requirements for large development projects. The Receiver
believes that a focused plan and detailed development proposal can be crafted under the guidance
of this consultant. This proposal will then be used to identify and attract appropriate and
qualified developers.

11.  The Receiver has been extensively involved in the FTC’s drafting of a proposed
claims allowance and redress plan. This has included undertaking substantial forensic
accounting work to analyze data that will be relevant to the quantification of consumer claims in
order to suggest revisions to the draft redress plan. The Receiver and its counsel have reviewed
and suggested revisions to multiple drafts of the redress plan and attended numerous conference
calls with the FTC concerning the draft plan.

12.  The Receiver, in connection with its counsel, Barnes & Thornburg, continued to
preserve the value of and monetize receivership assets. The Receiver has continued to assert
control over the property located at 104 Kings Place, Newport Beach, California (“Kings Place
Property”), held in the name of the AAC Family HYCET Trust Dated 10/7/15 (“AAC Trust”),
but which is specifically identified as an asset of the receivership estate in the TRO and
Preliminary Injunction. Pursuant to the Chittenden Judgment, the Kings Place Property has
become an undisputed asset of the receivership estate. As discussed in the Receiver’s first four
fee motions, the AAC Trust entered into a post-TRO lease/purchase option agreement on the
property without the Receiver’s knowledge or permission. Starting in May 2019 and continuing
through the Fifth Expense Period, the lessee made lease and purchase option payments to the
Receiver in the total amount of $1,037,500. The Receiver had previously negotiated extensively

with the lessee about an accelerated acquisition of the property at a substantially reduced price to
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reflect actual market value. However, the FTC has raised concerns about the lessee/potential
purchaser and has sought numerous financial documents and posed many questions to the lessee
in an effort to determine if the FTC would object to a sale to the lessee. The Receiver, through
counsel, has notified the lessee that the purchase option has lapsed in light of his failure to make
the last two option payments. The lessee has also failed to make the last two rent payments due
for September and October 2020. The Receiver, through counsel, is currently in discussion with
the lessee’s third lawyer to address the lessee’s default and to determine whether the lessee
intends on attempting to satisfy the FTC’s concerns in an effort to acquire the property, or
alternatively, whether he intends on vacating the property. The Receiver is developing
alternative marketing and sale strategies in light of the current impasse with the lessee.

13. In conjunction with the Receiver’s counsel, it has continued to address various
insurance claims and repair issues on the Kings Place Property as a result of the property’s slope
and soil issues, and water damage.

14. During the Fifth Expense Period, the Receiver assisted its counsel in taking steps
to finalize the settlement reached concerning the property at 2729 Bristol Street, Costa Mesa,
California (“Bristol Property”). The Receiver through counsel successfully consummated a
settlement with the Bristol Property’s former owner (and holder of a purchase money deed of
trust on the property) and the settlement was approved by the Court prior to the Fifth Expense
Period. During the Fifth Expense Period, the Receiver in conjunction with its counsel took steps
to ensure a successful closing on the Bristol Property transaction, resulting in the payment of
$320,000 to the receivership estate. | believe that this was an excellent result for the estate given

that the former owner’s lien on the Bristol Property exceeded the fair market value of the

property.
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15. Pursuant to the Santos Judgment, Michael Santos’s interest in five parcels of real
property was assigned to the Receiver for liquidation. During the prior expense period, the
Receiver, with counsel’s assistance, entered into a settlement with Lee Nobmann (*Nobmann”),
one of the second trust deed holders on some of those properties, pursuant to which the Receiver
obtained $350,000 in exchange for the assignment of the Receiver’s interest in the five properties
to Nobmann. During the Fifth Expense Period, the Receiver, in conjunction with counsel, took
steps to address post-closing issues, including a proper allocation between the Receiver and
Nobmann of rental income generated by the properties.

16.  The Receiver also prepared the financial materials provided to the Court in
connection with its fourth fee application. It also continued to handle traditional receivership
operational matters, including maintaining and updating the accounting and financial records of
the receivership estate, utilizing and overseeing vendors to preserve and maintain receivership
assets, and processing payables.

17. Despite the wide-ranging and complex nature of this receivership, the Receiver’s
work has been extremely beneficial and cost-effective to the estate. The Receiver has collected
$694,669.80 during the Fifth Expense Period, even though the bulk of the work which the
Receiver performed during this period of time was not focused on the immediate liquidation of
receivership assets but rather on longer-term issues pertaining to the management, preservation
and development of the Reserve and the implementation of a claims allowance and redress plan.
Including $100,000 which has been paid to the Receiver by Gordon Barienbrock
(“Barienbrock™) for the acquisition of the receivership estate’s one-half interest in a boat as part
of a global settlement with Barienbrock that is pending Court approval, but which the Court

recently indicated would be approved, the payment of which was made partly in the Fifth
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Expense Period and partly before that, since the inception of the receivership through September
30, 2020 the Receiver has successfully collected cash and monetized assets of the receivership
estate in excess of $9,070,000. This figure also does not include $27,112,000 in funds received
in the aggregate from Relief Defendant John Vipulis and from Defendant Atlantic International
Bank Limited (“AIBL”).

18. The billing rates charged by the Receiver in this case reflected in the billing
records filed in support of the Motion are discounted by 10% from the rates charged by the
Receiver’s firm in private sector cases as of the time of the Receiver’s appointment in 2018. The
Receiver will not raise its rates on this matter from the discounted rates in place as of 2018.

19.  Asthe president of Robb Evans & Associates LLC, | am familiar with the
methods and procedures used by the Receiver and its members, staff and employees to record the
time spent rendering services to receivership estates over which Robb Evans and/or Robb Evans
& Associates LLC have been appointed. The records attached hereto as Exhibit 2 are regularly
prepared by the members, staff and employees of the Receiver at or about the time of the
services rendered and each of whom has a business duty to accurately record the information
regarding their services set forth in these records. The records are reviewed by the Receiver’s
accounting staff or me and summarized in the Financial Summary, Exhibit 1 attached hereto.
Based on my experience with Robb Evans & Associates LLC, | believe the Receiver’s methods
and procedures for recording and accounting for time and services for the receivership estates
over which Robb Evans and/or Robb Evans & Associates LLC have been appointed are reliable
and accurate.

20. I have worked for over 20 years with Robb Evans & Associates LLC and have

been directly involved in the supervision, management and administration of over 90 federal

-10-
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UNITED STATES DISTRICT COURT
DISTRICT OF MARYLAND
SOUTHERN DIVISION

In re SANCTUARY BELIZE LITIGATION No: 18-cv-3309-PJM

DECLARATION OF GARY OWEN CARIS IN SUPPORT OF MOTION FOR
ORDER APPROVING AND AUTHORIZING PAYMENT OF RECEIVER’S AND
PROFESSIONAL’S FEES AND COSTS FROM APRIL 1, 2020 THROUGH
SEPTEMBER 30, 2020

I, Gary Owen Caris, declare:

1. I am an attorney at law duly licensed to practice before all courts of the State of
California and admitted pro hac vice before this Court in this matter. Since the inception of the
receivership estate, | have been the attorney at Barnes & Thornburg LLP (“Barnes &
Thornburg”) primarily responsible for representing the receiver, Robb Evans & Associates LLC
(“Receiver”) on this matter and its lead counsel. My partner, James E. VVan Horn, resident in
Barnes & Thornburg’s Washington D.C. office and admitted to practice in the courts of
Maryland and the United States District Court for the District of Maryland, has been responsible
for acting as the Receiver’s local counsel on this matter. | have personal knowledge of the
matters set forth in this declaration and if | were called upon to testify as to these matters I could
and would competently testify thereto.

2. Attached collectively hereto as Exhibit 1 are copies of the billing records for the
attorneys and paralegals at Barnes & Thornburg who performed work on this matter during the

period from the April 1, 2020 through September 30, 2020 (“Fifth Expense Period”).
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3. During the Fifth Expense Period, the Receiver has incurred attorneys’ fees to
Barnes & Thornburg of $203,548.20 and costs of $7,667.22 for a total of $211,215.42. The
billing records attached as Exhibit 1 itemize and detail the hours spent and the work performed
by those attorneys and paralegals rendering services on this matter. The time records attached
hereto as Exhibit 1, as well as the time records for the Receiver which accompany Brick Kane’s
declaration, have been redacted by me where appropriate to preserve descriptions containing
confidential, sensitive, tactical, strategic, attorney-client privileged and/or work-product
information. It is especially important not to disclose sensitive and strategic information
concerning the Receiver’s work while the Receiver and its counsel are still developing asset
recovery strategies and are engaged in various disputes and/or negotiations with third parties.

4. Barnes & Thornburg rendered extensive services during the Fifth Expense Period
to assist in monetizing or otherwise addressing assets for the benefit of the receivership estate, as
well as working closely with the Receiver and the Federal Trade Commission (“FTC”)
concerning a proposed claims allowance and redress plan.

5. During the prior expense period, counsel was able to resurrect the comprehensive
settlement agreement with the former owner of the property at 2729 Bristol Street, Costa Mesa,
California (“Bristol Property”) by locating an alternative title insurer to insure the settlement
transaction, revise the settlement documentation and prepare a successful motion to approve the
settlement. Early in the Fifth Expense Period, Barnes & Thornburg took the remainder of steps
necessary to ensure that the transaction successfully closed, working with counsel for the former
owner to facilitate another inspection of the property and addressing and working to resolve all
remaining title issues and concerns. The transaction closed in late April 2020, resulting in a

payment of $320,000 to the receivership estate.



Case 1:18-cv-03309-PJM Document 1078-2 Filed 11/03/20 Page 3 of 87

6. During the prior expense period, a settlement with Lee Nobmann (“Nobmann”)
concerning the five properties assigned to the Receiver under the Santos Judgment was
documented and payment of $350,000 pursuant to that settlement was paid to the Receiver
pending Court approval. The Court approved the settlement at the outset of the Fifth Expense
Period. Thereafter, during the Fifth Expense Period, Barnes & Thornburg withdrew Notices of
Pending Action (Lis Pendens) on the five properties and, at Nobmann’s counsel’s request,
reviewed, revised and approved assignment documents for recordation on the five properties.
Barnes & Thornburg also negotiated the proper allocation of rents between the Receiver and
Nobmann which had been paid to the Receiver for some of these properties, pursuant to the
terms of the Court-approved settlement. While allocating rental payments, the Receiver’s
counsel also made certain that the receivership estate would be compensated for post-closing
work undertaken at Nobmann’s request.

7. Counsel continued to take steps to ensure that all appropriate actions were taken
by the Liquidator of Atlantic International Bank Limited (“AIBL”) pursuant to the Stipulated
Order for Permanent Injunction and Monetary Judgment Against Atlantic International Bank
Limited (“AIBL Judgment”). Barnes & Thornburg communicated with the Liquidator’s counsel
and with the Receiver’s Belize counsel to make sure that all required documents were turned
over to the Receiver under the AIBL Judgment and that additional assignment documentation
was obtained as necessary and recorded as required under Belize law.

8. During the prior expense period, the FTC took the lead in negotiating settlements
with two creditors of the Reserve and another real property development in Belize known as
Kanantik, Gordon Barienbrock (“Barienbrock”) and Violette Mathis (“Mathis”). Mathis also

holds several ownership interests in Kanantik-related companies. Both settlements were
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completed in March 2020, during the prior expense period. During the Fifth Expense Period,
extensive steps were taken to consummate the Mathis settlement despite challenges faced in light
of the COVID-19 pandemic and Mathis’s desire to remain strictly quarantined. A motion to
approve the Barienbrock and Mathis settlements was prepared and filed during the Fifth Expense
Period. The Receiver’s counsel filed a response to the objection to the settlement motion filed
by defendant Luke Chadwick and the settlement motion remains pending before the Court. The
Court recently indicated in a Memorandum Order that it “sees no reason why it should not
approve the settlements” and has directed the FTC to submit a proposed order with findings of
fact in connection with that motion.

9. The Receiver’s counsel has been actively involved in addressing issues pertaining
to the property at 104 Kings Place, Newport Beach, California (“Kings Place Property”). It
provided formal notice to the lessee that its purchase option lapsed as a result of non-payment of
certain option payments. It had numerous communications with two different lawyers for the
lessee during the Fifth Expense Period and has continued to communicate with a third lawyer
retained by the lessee after the Fifth Expense Period, in order to address issues raised by the FTC
concerning the lessee’s potential acquisition of the property, the lessee’s recent default in
payment of rent on the property for September and October, and a potential resolution of the
impasse between the lessee and the Receiver.

10. Prior to the Fifth Expense Period, the Receiver’s counsel prepared two deposition
subpoenas and two document production requests for Jorge Diaz-Cueto (“Diaz-Cueto”),
individually and as president of Bella Mar Estates, Ltd. (“Bella Mar”), to investigate the facts
and circumstances surrounding the Receivership Entities’ acquisition of land in the Bahamas.

Diaz-Cueto asserts that this property is no longer property of the receivership estate as a result of
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non-payment to the vendor under a purchase money sales contract. In December 2019, counsel
for the Receiver deposed Diaz-Cueto in Miami, Florida. During the deposition, the Receiver
determined and Diaz-Cueto acknowledged that substantial additional documents were required to
be produced. Diaz-Cueto also refused to answer questions about the ultimate disposition of
$1,065,000 paid by the Receivership Entities for the acquisition of the Bahamas property. Prior
to the Fifth Expense Period, the Receiver was forced to bring a motion in the Southern District of
Florida seeking to alternatively transfer the discovery dispute to this Court or compel Diaz-Cueto
to answer the questions he refused to answer at the deposition. In March 2020, the Court in
Florida denied the motion to transfer the matter to this Court but granted the motion to compel
Diaz-Cueto to answer all questions pertaining to the disposition of the $1,065,000. During the
Fifth Expense Period, additional documents were produced by Diaz-Cueto and Bella Mar and
reviewed by Receiver’s counsel. Also during the Fifth Expense Period, Barnes & Thornburg and
counsel for Diaz-Cueto entered into two consent motions to extend the time to take the Court-
ordered supplemental deposition in an effort to eventually conduct the deposition in Miami when
it was safe to do so. However, it was determined that it was more prudent to conduct the
deposition remotely in light of the ongoing COVID-19 pandemic. | conducted the supplemental
deposition remotely on October 21 and October 23, 2020. During the Fifth Expense Period, the
Receiver’s counsel and Diaz-Cueto’s counsel also had preliminary settlement discussions.
Because no resolution has been reached, the Receiver is evaluating its legal options.

11. During the Fifth Expense Period, | spent a significant amount of time reviewing
and suggesting revisions to multiple drafts of the FTC’s claims allowance and redress plan. |
participated in numerous telephonic communications with the Receiver and the FTC to discuss

and revise the proposed redress plan.
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12. During the Fifth Expense Period, Barnes & Thornburg prepared and filed the
successful fourth fee motion. It prepared an opposition to a series of letters filed by investors in
the project in Costa Rica known as Rancho Del Mar, seeking an untimely return of funds from a
bank account held by Receivership Entity Newport Land Group. A ruling on the letters filed by
these investors has not yet been issued. The Receiver also prepared a reply to the oppositions
filed separately by Chadwick and Baker to the FTC’s motion for default judgment, in which
various allegations were leveled against the Receiver. Throughout the Fifth Expense Period,
Barnes & Thornburg has continued to monitor and review voluminous pleadings filed by the
parties and orders issued by the Court. Counsel also analyzed in detail this Court’s
Memorandum Opinion and three proposed orders which were issued in late August 2020. As a
result of the Memorandum Opinion and proposed orders, | discussed with the FTC suggested
modifications to the proposed judgments relevant to the Receiver.

13. Finally, counsel for the Receiver continues to take a primary role in negotiating
the Receiver’s insurance claims surrounding water damage and slope repairs affecting the Kings
Place Property. It has taken the lead in negotiations to compel the insurance carrier to make
payments for testing and repair as required under the insurance contract.

14, Barnes & Thornburg, utilizing its Washington, D.C. office, continues to act as
local counsel through James VVan Horn to facilitate the service and filing of pleadings and assist
me as necessary to ensure compliance with local practice and procedure.

15.  Asa partner at Barnes & Thornburg, I am familiar with the methods and
procedures used to create, record and maintain billing records for clients of the firm. The billing
records collectively attached hereto as Exhibit 1 are prepared from computerized time records

prepared contemporaneously with the services rendered by each attorney and paralegal billing
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time to the matter. These computerized records are prepared in the ordinary course of business
by the attorneys and paralegals employed by the firm who have a business duty to accurately
record their time spent and services rendered on the matters on which they perform work. The
time records are transferred into computerized billing programs that generate monthly invoices
under the supervision of the accounting department of the firm. Based upon my experience at
Barnes & Thornburg, | believe the methods and procedures used for recording and accounting
for time and services for our clients are reliable and accurate.

16. The fees charged by Barnes & Thornburg on this matter reflect a 10% discount
off of the standard hourly billing rates charged by the firm in 2018 for lawyers and paralegals
who worked on this matter. The firm’s rates will not be raised during this engagement from
those discounted 2018 rates.

17. I have more than 40 years’ experience as a business and commercial litigator and
I also have extensive experience as a bankruptcy attorney representing creditors in Chapter 11
and Chapter 7 cases. For more than 20 years, | have also specialized in representing receivers in
federal equity receiverships. | believe the rates and amounts incurred by the Receiver to Barnes
& Thornburg for the services rendered during the Fifth Expense Period are reasonable and
appropriate based on the nature of the services rendered, the quality and amount of services
provided, the complexity of the issues involved and other factors under the circumstances.

I declare under penalty of perjury that the foregoing is true and correct and that this

declaration was executed on November 3, 2020 at Solvang, California.

18387298v1





