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POST CONFIRMATION FINANCIAL QUARTERLY REPORT

FOR QUARTER ENDED: December 31, 2015 (1)
Debtor : Castle Arch Real Estate Investment Company, LLC et. al.
CH. 11 CASE NO: 11-35082

SUMMARY DF DISBURSEMENTS MADE DURING QUARTER: {2)

1. CASH BALANCE, BEGINNING OF QUARTER 5 587,583
2. CASH RECEIPTS DURING QUARTER FROM ALL SOURCES 807,074
3. CASH DISBURSEMENTS DURING QUARTER, INCLUDING PLAN PAYMENTS {151,429}
4. CASH BALANCE, END OF QUARTER § 1243228
§. RESERVE FUND BALANCE s 3,600
§. TRUST FUND BALANCE S 1239628

SUMMARY OF AMOUNTS DISHURSED UNDER FPLAN:

Total Payments
Pald During Total Plan Projected
Quarler Paymants Under Plan
1. PRE-EFFECTIVE DATE ADMINISTRATIVE EXPENSES
Trustee Compensation $ - 4 § 158,800 5 278.316
Accountan Fees - (4} 183,095 220,683
Atlorney Fees 30,245 (4} 993,726 1.687.228
Okher Professionals - - -
Other Administrative Expenses - - N
TOTAL PRE-EFFECTIVE DATE ADMINISTRATIVE EXPENSES 3 30,245 $ 1.335.625 $  2.286,227
1. ADMINISTRATIVE EXPENSES
Trustee Compansation § - $ . MiA
Accountant Fees - - N
Attomey Feas - - MNiB,
QOther Professionals 13.280 112,235 NiA
Other Administralive Expenses 7,688 52,225 N/,
TOTAL ADMINISTRATIVE EXPENSES $ 20,969 5 164,460 $ -
2. SECURED CREDITORS ] - 5 - NIA (3}
3. PRIORITY CREDITORS $ - 45,840 45,840
4, UNSECURED CREDITORS 3 - - NiA (3)
5. EQUITY SECURITY HOLDERS $ - - NiA <3}
6. OTHER: $ 100,215 121,117 NA 13}
TOTAL PLAN PAYMENTS 3 151,429 % 1,667,141 N/A
Amount Dats Check No,
QUARTERLY FEE PAID: $ 5,500.00 10127715 127
PLAN STATUS:
Yes Mo
1. Have all paymanis been made as sel forth in the confirmed plan? {if no, atiach explanation.) -
2. Are all post-cpnfirmation abligations cumant? (If no, attach explanation.) [ X ] |
3, Projected date of application for final decree: Unknown
I DECLARE UNDER PENALTY OF PERJURY THAT THE FOREGOING POST CONFIRMATION QUARTERLY
REFPORT 15 TRUE AND CORRECT TO THE BEST OF MY KNOWLEDGE AND BELIEF. //
EXECUTED ON; Z-/Z-A’b By o

C. Ray Strong
Estate Representative and Liquidating
Trustes of the Legacy Trust
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POST CONFIRMATION FINANCIAL QUARTERLY REPORT

FOR QUARTER ENDED: December 31, 2015
Dabtor : Castle Arch Real Estate Investment Company, LLC et. al.
CH. 11 CASE NO: 11-35082

NOTES
(1} The Crabtors filed its Chapter 11 Financial Report for the month of July 2013, On July 22, 2013 the Confirmed
Plan bacama affeciive. This repon inchudes activity from Oclober 1, 2015 to December 31, 2015,

{2} An Audit of the financial statements in accordance with Generally Accepted Auditing Standards ("GAAS™} has not
been perfarmed, ner has a reviow or a compilation of the finencizl statements been performead in accordance with
1he stzndards promulgated by 1he American Instilute of Centifled Public Accountants,

13} Asaets of the Legacy Trust are alill in the process of being analyzed and liquidated. Al Ihis time 2 réagongble estimate
of distributian amounts canhol be made. Furlher updales will bo made on fulure reposls as more information is
determined.

14) Payment of legal & professional fees accrued for the period prior 16 the effeclive daie of the Confirmed Pian July 22, 2013,

Desc Main



Case 11-35082 Doc 1224 Filed 02/02/16 Entered 02/02/16 16:55:51 Desc Main
Document  Page 3 of 19

Schedule of Assets & Liabilities
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POST CONFIRMATICN FINANCIAL QUARTERLY REPORT
FOR QUARTER ENDED: December 31, 2015
Dahter : Casile Arch Real Estate Investmant Company, LLC st. al.
CH. 11 CASE ND: 11-38082
SUMMARY OF ASSETS & LIABILITIES: |1}
Cument
Quarler
1. ASBETS
Cash ) 1,553,103
Cumrent Assets
Inlercompany Recsivables - i2)
Nole Receivable - Valloy i - &}
Frapaid Eapense 25000 {4)
Tooele, UT Propety 4,243,208 (5}
Star Vaflay, Wy Proparty 350000 (G}
Smyma, TN Froparty -
Kingrman, AZ Property 1.000.000 (6}
CA FTE Refund 35000 (11}
Litigation Recovaries - {12}
Ratainar 2300 {13}
TOTAL ASSETS $ 1.258.812
2. LIABILITIES
Pre Paution Claims
ARowed and Pending Secured Clams 3 748007 (@)
Allovwed Friortly Claim 3800 3
Allowed and Panding LU d Ctaims B8.B852.752 (M
Intercompany Clams =)
CAQP | New Velue Claim 77182 {8)
Foat Petition Glaims
Pyt Petition Intercompany Noles = {2
Poat Petition Lagzl & Professk Faas 2,823,667 (10}
CADP | Payablae (Ril Note Setth t) - (14}
TOTAL LIABRFTIES 3 12,616,208
1} AnAudil of the finzncizl mn with #y Accopied Auditing Slandards ("GAAS"} haa not beon porformad, ror has @ roviow of 4 compilatian of tha
financia bean pert; in with tha d p by the A Instin of Cartifled Public Accourianta.
12) betwoon CAGH | &nd CTAOP Il have bean mzolived. Tha CADP Il clalms wara molved and approved in the 3nf Quarter 2014. The CAOP | dams were
roaotved and approvad n Iha 4th Querter 2014, [Sen Notes 5 4 7]
[3} The Trusisa and hus i hava inod, attar i ion of ioted caty 10 pursue 2nd cpsid Drponsas related te tha praparty fincluding unnald propory
famv), this acsof i asumated 10 hova no valus aher haiher analysia
{4) Tho Trustes s 1n te process ol negatizhons snd mcavery ol this anset,
{5) OnDecembor 4, 2014, an order ing tho G batwaan the Legaey Trust and CAOP | Trus! soleted o prapolion Intercompiny datmy wes grznind. The
safriarnent carled for Legacy Trust to reizin Utte ta U Teoeta wainr nghty and Lha ransier of tita of the Toosk propetty 1o lhe Legacy Trusl As a rosult, tho ssEimptod valus of
tha asut hey been rocorded on the Lagacy Trusl report. The o4t value [ncluded ia o hazod on axlsting marketng conditions at he crsalion o Trust on 0712243
In Octobor 2015, tha Trustan finslized tha o of cwtein Tooake walpr rightg In the omowl of $835.751. This ameuni s baen tadiscod from tha Toosin proporty velue shown
abave. Az the assets 2nd liabitilias ar futher X oy mayba requined in fuluro repors.

{6} Real pmparty af tha Lagacy Trust iy curfantly being markled In order 1o be liquidaiod. Tho veluas on s Schoduls 2ra psented based an auling markal condlans
ul th Trast creation oata of PR2AH01A.

{7} The raxl propaimy located in Serma, Teanassen wad o by soe Trusten doc & prce of $1 5 milkon, The sale was finalized and closed on huly 31, 2015, Accordingty. the viiue ol

Tha assat has been roduced 1o 2o,

The: 3o0r00 200 unsecuTad claims prasentad on this SChaCe aro OISOt with the altowad, Tiled end acheduled claims. As tha clpimz am ansiyzed and rasaiad
Hjusments May bo madt (o tho values prasertod on lsturo reports  Amounla includs diapitod Inedar claimse. On Docember 4, 4014, a0 rdor BppTving tha scitfement
mEpemant balwaon the Legacy Trusl snd CACP | Trud solatod [0 prepeliton iMorcompany dams wal fled, As 8 reaul, CADP | was grvan an Allowed Unsacured Clgom
of $5.327.653 and 0 New Valus Churm n the amount of $77,142 in tha Logasy Trust.

{8) A sliputation affactive 33 wan 5greed b by tha T & of Ry allewing the prionty 1A% claim In ba patd over a parod of d yoan.
A ining for tha T D of t were paid in the 30 2014, Addihonal pricrity tax dems of $3,500 have beon
ko fov the Calformia Franchos Tar Soerd.

{10} Azeruad Lage) & Profossiona) Feas Dotall

(8|

Fre-Efactive Date

Beginning Batanca Paid in Cumren Quartor Aeaued in Curnnl Quartor Ending Balance
Accrued Trustee Fans $ 116,518 3 H - i 19,518
Accrued Accoumant Feas § 137,584 3 - H - $ 137,564
Accrued Altomey Feas 3 Fad T4 5 [30,245) H - $ 683,502
Pro- Eflaclive Date Tolal % 00,247 } 30;2451 3 - - 50,602
Post-Effactive Date

Beginning Baance Paid in Eumont Quarar Ascna0d in Current Quanst E Bolance
Accrupd Trustes Fees H VBE,565 5 - ¥ 11,470 3 197 975
Accrued Accountant Fess H ELIRT] 5 - s 11,819 3 382918
Arcrued Atomeay Fees 3 1217.785 1 $ iy 3 1,392,172
Pos|-Effectiva Date Tolal 3 1775399 § - 3 197666 3 1,873.065
Tetal Lagel and Prafassional Foos ¥ 1,736,245 ] 30, 345) 3 197.858 ] +.923,667

{11} For the tox yian of 2005, 2007 and 2009, the Sonsalidated Legacy Exioa (spocfically CARERS) paid peaakiod 10 the siate of Gottomta, The Trustea end his
sl o d that o ing ahondd o g boan e peid ond theret & mfund fmm the Ckfomin Franchise Tex Bowrd. Tho Trustes
is gHmpbng o settie and recover [hes 2maunt.

[12} The Legocy Thsi |8 pursicng verious igation rocoveros. At this irme no value can be ostimatad of Fepaned as Iigation purzuits are ongaing.
(13} The retziner was pzid o Craig Peler Chamey. E3q. for tagal servieas b b provded in analysiy of joat ostele aseets.
1197 In May 2015, the borrowar wink nbla t obime rehnancng on tha nobe and payol! ine [san recervabia in the amount of $105,000, In Judy 2015 1he Trsies filad a metion Ly

allow tha payment of $5,000 from tho lodn proceeds (o the Logasy Truat i onder 1o pansaio il for itk of any Intarast 1t hed in 1ha nole 20d 1he prolossions|
Fees 1l incured o focilitale Ihe refinance. Mo obioctons to the Truse's motion ware recelved and nn ardar npproving the mehon was antersd by e Counl on August 18,
2015, Aocondingly. $5.000 of the proceeds ware pad 10 Iha Logacy Trust and the ining §100,000 was i tar the CADP 11 Trust i Detobar M5 Conzaguantly.

e CAOP 1 Payahic has been wntlon down Lo 50,
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Cash Accounts
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POST CONFIRMATION FINANCIAL QUARTERLY REPQRT

FOR QUARTER ENDED: December 31, 20156

BUMMARY OF CASH BALANCES, CASH RECEIPTS AND DISBURSEMENTS:

Balanca as of Bealzres as of

A t Hamiy QiL Acet 08/3015 Recslpta Disburgamsniy Trensfers 124311%
Active Accounis;

Rabobank - Ragarvs Fund 04508 RB 8266 % 9.14240 % 461 § - 3 - $ 9,147.01
Rabobank - Trust Fund 10008 RB 8868 781270.87 807.058.27 - {50,191.23} 1,540,134.91
Rabobank - Trust Fund w1 RB 8867 .70 - (51,381.44) 55,192.90 1,621.2%
Rabobank - RIll Noto Proceeds 101 RE B3B8 105,035.10 14.30 (100,047.73} {5,001.67} 0.00
NET RECE(PTS AND DISBURSEMENTS $ 897458156 § B07.074.18 § (151,428.17) § $ 1,553,100.17
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Cash Receipts & Disbursements Detail
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Debtor : Castle Arch Real Estate Investment Company, LLC et. al. CH. 11 CASE NO: 11.35082

CASH RECEIPTS AND DISBURSEMENTS STATEMENT
For Period: 10/1f15 to 12/3115

CASH RECEIPTS DETAIL

Account No: [Rabobank-***8266 |
[ Date | | Payer ] | Dascription | [ Amount |
10430115 Rabobank interest 1.56
143015 Rabobank Inlerast 1.50
1213115 Rabobank Inlerest 1.55
Total Cash Receipts $ 4.61
CASH DISBURSEMENTS DETAIL Account No: [Rabobank-***8266 |
| bae | | Payesa | | Description | | Amount |

Tedal Cash Disbursaments
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Debtor : Castle Arch Real Estate Investment Company, LLC et. al. CH. 11 CASE NO: 11-35082

CASH RECEIPTS AND DISBURSEMENTS STATEMENT
For Period: 10{1/15 10 12{31{15

CASH RECEIPTS DETAIL Account No: [Rabobank-***8866 |

[ pate | | Payer | | Description | | Amount |
10/16/15 Fortius Financial Final Payment cn Litigation Settlement 3,000.00
10/29/45 Cottonwood Title Ingurance Agency  Sale Proceeds on Tooele Waler Rights 800.209.54
1030115 Rabobank Interest 145.88
1443015 Rabobank Interast 257.54
1210815 Dexter & Dexter Richard Whalan Settlement Proceads 3,000.00
32117TNS JAMS Inc Refund of Geringer Mediation Fees 178.75
1213115 Ratabank Interest 263.56
Total Cash Recelpts $ 807,055.27

CASH DISBURSEMENTS DETAIL Account No: [Rabobank-~*8866 |

| Date | | Payas ] | Description | | Amount |

Total Cash Dishursements 3 -
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Debtor : Castle Arch Real Estate Investment Company, LLC et al. CH. 11 CASE NO: 11-35082

CASH RECEIPTS AND DISEURSEMENTS STATEMENT
For Period: 10/1/15 to 12/31115

CASH RECEIPTS DETAIL Account No: [Rabobank-~*8867 |
|__Date | | Payer | | Deseription | | Amount |
Total Cash Receipts § -

CASH DISBURSEMENTS DETAIL Account No: [Rabobank-***8867 |

[ pae ] | Payas | | Description | | Ameum |
10/20115 Jams Inc Garinger Mediation Faes 4,001.60
10f2115 CAQP | Trust Allocation of Forlius Setilement 167.26
10/27115 U8 Trustes Payment Center Q3 2015 Trustes Faes 8.500.00
1028115 Travelers General Liability Property Insurance 1,188.00
10128115 Ametrican Arbitration Association Insider Arbitration Fees 9,100.00
11110/M15 Jams In¢ Geringer Madiation Faes 178.75
12114115 Prince Yeates & Geldzahter Pre-Effective Date Prof Fees 30,244 .83

Total Cash Disbursemants % 51,381,449
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Debtor : Castle Arch Real Estate Investment Company, LLC et. al. CH. 11 CASE NO: 11-35082

CASH RECEIPTS AND DISBURSEMENTS STATEMENT
For Period: 10/1/15 to 12{31/15

CASH RECEIPTS DETAIL Account No: |Rabobank-"**8868 1l

[ pate ] | Payer | [ Description | | Amount |
10/30/15 Rabobank Interast 14.30
Total Cash Recaipis % 14,20

CASH DISBURSEMENTS DETAIL Account No: [Rabobank-*"*28868 |

| Dpate | | Payee | | Descriptian { [ Amoum |
10/23/15 CAQP Il Trust Transfer of Rill Note Proceeds 100,033.43
111181135 CAOP Il Trust Transfer of Interest 14.30

Total Cash Disbursements § 100,047.73
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CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

POST CONFIRMATION QUARTERLY REPORT
4" QUARTER - 2015

NARRATIVE
A. Background

On October 17,2011, Castle Arch Real Estate Investment Company ("CAREIC") filed a Chapter
11 bankruptcy case in the United States Bankruptcy Court for the District of Utah (the "Bankruptcy
Court”). On October 20, 2011, six entities affiliated with CAREIC filed Chapter 11 bankruptcy cases in
the Bankruptcy Court, including: CAOP Mangers, LLC ("CAOP Managers"), Castle Arch Kingman, LLC
("CAK"), Castle Arch Secured Development Fund, LLC ("CASDF"), Castle Arch Smyrma, LLC ("CAS"),
Castle Arch Opportunity Partners I, LLC ("CAOP I') and Castle Arch Opportunity Partners II ("CAOP
11"} (collectively, the "CAREIC Affiliates”). The respective Chapter 11-cases were jointly administered
under Case No. 11-35082.

From the respective petition dates through April 30, 2012, CAREIC and the CAREIC Affiliates
were operated as deblors-in-possession in the jointly administered Chapter 11 cases. On April 30, 2012,
the Bankruptey Court ordered the appointment of a Chapter 11 trustee for CAREIC, and on May 3, 2012,
the Bankruptcy Court entered an Order appointing D. Ray Strong as the Chapter 11 trustee for CAREIC
(the “Trustee™) . As a result of his appointment, the Trustee also became the manager of the respective
Castle Arch affiliates.

Pursuant to an Order of the Bankruptcy Court, the CAREIC Affiliates of CAQOP Managers, CAK,
CASDF and CAS, as well as a non-debtor entity, Castle Arch Star Valley, LLC. were held to be
CAREIC's alter egos and substantively consolidated with CARIEC as of CAREIC's petition date.
CAREIC and these consolidated entities are referred to in the bankruptcy case as the "Conselidated
Legacy Debtors."

The Bankruptcy Court entered an Order on June 7, 2013 confirming the Trustee's First Amended
Plan of Liquidation Dated February 25, 2013, as modified (the "Confirmation Order") for the
Consolidated Legacy Debtors, CAOP I and CAQP 1I (the "Plan™). As part of the confirmation of the Plan,
the Bankruptcy Court approved the Liquidation Trust Agreements for each of the Trusts (collectively, the
"Liguidation Trust Agreements"), appointed the Trustee for each of the Trusts, and appeinted Weston L.
Harris as the Conflicts Referee under each of the Liquidating Trust Agreements (the “Conflicts Referee")
to address various intercompany claims issues between the Trusts. The Effective Date of the Plan and
each of the Liquidating Trust Agreements was July 22, 2013.

B. Activities During Reporting Period

The description of the Trustee’s, and his professional’s, activities that occurred from Qctober 1,
2015 through December 31, 2015 (the “Reporting Period™) are included below under the Combined Trust
Activities and Specific Trust Activities sections, Many of these activities involved some or all of the
Trusts. As result, these activities are described under Combined Trust Activities section. If the activity
was specific to a particular Trust, that activity has been described in the Specific Trust Activities section.
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CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

Desc Main

POST CONFIRMATION QUARTERLY REPORT
4" QUARTER - 2015

NARRATIVE

Combined Trust Activities

During the Reporting Period, the Trustee and his professionals have addressed the following

Continued with the on-going claims analysis and settled and resolved claims when possible.

Responded to defendants and addressed various issues relating to avoidance actions filed.
Trustee and counsel have met with several defendants and have been able 1o resolve certain
cases including a seitlement with Richard Whelan.

Continued to review, analyze, and pursue claims against insiders and other former
management. The Trustee and his professionals have been gathering internal documents,
interviewing persons involved and investors, and analyzing case documents. The Trustee
entered into tolling agreements with the potential defendants in October 2013 to extend the
statutory deadline to April 2014, which was later extended to Qctober 2014, in an effort to
pursue setilement without prelonged and costly litigation. The parties agreed to pursue
mediation in an attemnpt to resolve the matters with some or all of the defendants. The parties
filed mediation briefs and participated in the mediation process that began in February 2014
which ultimately failed. As result, the Trustee filed Complaints against Kirby Cochran,
Douglas Childs, Jeff Austin, William Davidson, William Grundy, and Keith Green on
October 30, 2014 (“Malfeasance Action™). The Trustee has responded to motions for
summary judgment and continues to pursue avenues for resolution.

A mediation was held with Robert Geringer in January 2015 and the parties continued to
explore settlement. A second mediation was held in May 2015 whereby the Trustee
negotiated and ultimately formalized a Memorandum of Understanding (“MOU™) to purchase
the Smyma property for $2.25 million including releases of claims against Mr. Geringer. The
MOQU indicated the transaction was subject to Court approval and the ability to terminate the
existing Smyrna purchase agreement with DSSIII. DSSII had informed the Trustee they
required additional concessions including a $500,000 reduction in the purchase price in order
to close on the transaction. A Purchase Agreement was finalized and executed with Robert
Geringer in June 2015 for the higher $2.25 purchase price and a notice of termination of the
existing agreement was sent to DSSTIL. DSSIII filed a complaint in Tennessee seeking the
Trustee to perform on its purchase agreement at the $1.5 million purchase price. Hearings
were held with the Bankruptcy Court regarding the Robert Geringer purchase agreement and
termination of the DSSIII agreement in July 2015.
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CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

POST CONFIRMATION QUARTERLY REPORT
4 QUARTER - 2015

NARRATIVE

Ultimately the Trustee determined in his business judgment that closing on the $1.5 million
agreement with DSSIII was in the best interest of the estate. The transaction was finalized
with DSSIII in July 2015. A third mediation was held in November 2015 with Mr. Geringer
which failed. On November 9, 2015, Mr. Geringer filed a complaint against the Trusts in the
United States District Court for the Central District of California. On November 24, 2015,
the Trustee filed a complaint against Mr. Geringer and certain related entities.

4. Negotiated a joint settlement with Kirby Cochran, former executive of Castle Arch, and his
bankruptcy Trustee (“Cochran Bankruptcy Trustee™). The terms of the settlement include: {a)
a cash payment by Cochran of $150,000 (325,000 upon execution of the settlement
agreement, $25,000 on or before January 31, 2016, $25,000 on or before May 31, 2016, and
$50,000 on or before June 30, 2016; (b} cash payment is secured by a Consent to Entry of
Stipulated Nondischargeable Judgment and a Stipulated Nondischargeable judgment in the
amount of $3 million: (¢} Trustee will not have any further cbligation to extend the deadline
to file a Section 523 non-dischargeability action in the Cochran Bankruptcy Case; (d) Castle
Arch Trusts’ proof of claim in the Cochran Bankruptcy Case will be deemed to be liquidated
and allowed in the amount of $3 million; (e) Cochran Bankruptcy Trustee will assign to the
Trustee and Trusts, any and all rights that the Cochran Bankruptcy Estate in the Axis Surplus
Insurance Company {“Axis™) and interpleader action; (f) Trustee will agree to the entry of a
contribution order in the Malfeasance Action against Mr. Cochran; (g} Mr. Cochran will
cooperate with the Trustee in his administration of the Debtors’ estates and the Trusts; (h}
litigation cases will be dismissed; and (i) and releases will be provided. A settlement
agreement was executed in October 2015. The Trustee filed a motion with the Bankruptcy
Court seeking approval of the Cochran settlement. Mr. Geringer sought requests for
production of documents and filed an objection to the settlement on December 7, 2015, The
objection was ultimately resolved between the parties and an Order approving the settlement
was entered by the Bankruptcy Court on January 6, 2016.

5. In 2012, Axis issued a $1 million insurance policy providing coverage to the directors,
officers, and employees of CAREIC. After the failed mediation process with the insiders and
former managers, Axis filed a Complaint for Interpleader with the US District Court and
interplead the remaining amount of the insurance policy proceeds, less professional fees paid
on behalf of the insured, totaling $589,661.61. The Trustee filed a motion to intervene in the
case as a result of the settlement reached with William Warwick. The Parties have filed
various pleadings and oppositions in the case which remains pending with the US District
Court. The US District Court granted the Trustees motion to intervene in the interpleader
case and ultimately determined the proceeds of the policy should be distributed pro-rata
between the Defendants.
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CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

9.

POST CONFIRMATION QUARTERLY REPORT
4™ QUARTER - 2015

NARRATIVE
Prepared the 3rd Quarter 2015 Post-Confirmation Financial Reports for all Trusts.
Reviewed, analyzed, and prepared for tax requirements of the Trusts.
Prepared tax filings to complete the IRS tax requirements for the establishment of the Trusts.

Responded te various investor and creditor inquiries.

Specific Trust Activities

During the Reporting Period, the Trustee and his professionals have addressed the following

issues:

Legacy Trust

1.

2.

Continued to aggressively market and investigate the various real estate holdings held by the
Legacy Trust,

Trustee negotiated a sale of the Smyrna property with Walton Tennessee, LLC; however, the
buyer rescinded its offer prior to the expiration of the due diligence period. The Trustee
finalized an asset purchase agreement on November 3, 2014 with a new buyer, DSSIII
Holdings Co, LLC for $1,500,000. The Bankruptcy Court approved the sale December 15,
2014. The buyer requested an extension of the due diligence period pursuant to various
requirements of local municipalities and continues to conduct its due diligence. In May 2015,
the Trustee negotiated and ultimately formalized a Memorandum of Understanding (“MOU™)
with Robert Geringer to purchase the Smyrna property for $2.25 million including releases of
claims against Mr. Geringer. The MOU indicated the transaction was subject to Court
approval and the ability to terminate the existing Smyrna purchase agreement with DSSIIL
DSSIII had informed the Trustee they required additional concessions including a $300,000
reduction in the purchase price in order %o close on the transaction. A Purchase Agreement
was finalized and executed with Robert Geringer in June 2015 for the higher $2.25 purchase
price and a notice of termination of the existing agreement was sent to DSSIIL. DSSIII filed a
complaint in Tennessee seeking the Trustee to perform on its purchase agreement at the $1.5
million purchase price. Hearings were held with the Bankruptcy Court regarding the Robert
Geninger purchase agreement and termination of the DSSIII agreement in July 2015,
Ultimately the Trustee determined in his business judgment that closing on the $1.5 million
agreement with DSSIII was in the best interest of the estate. The transaction was finalized
with DSSIII in July 2015. The Trustee continues to address and respond to the complaint
filed by DSSIIL.
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CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

POST CONFIRMATION QUARTERLY REPORT
4 QUARTER - 2015

NARRATIVE

3. Trustee negotiated a sale of 126.9 acre-feet of water rights with Telegraph Exchange LLC. A
purchase agreement was executed in February 2015. The terms of the sale include: (a)
purchase price of $6,750 for each acre-foot of water approved for diversion under a Final
Decision by the Utah State Engineer; (b} earnest money deposit in the amount of $50,000 to
be held in escrow; {c) earncst money will be applied to the purchase price, and the purchase
price will be paid in cash at closing; (d) within five days after the Entry Date, Buyer shall
prepare and deliver 2 Permanent Change Application in accordance with applicable law to
move the point of diversion, as well as the place and nature of use of the water rights to the
Stansbury Park Improvement District; (¢) Buyer, at its own cost, shall obtain a Final Decision
on the Permanent Change Application within six months from the bankruptcy court order
approve sale; (f) after issuance of a Final Decision, the eamest money shall be non-
refundable; (g) closing of sale will occur within five business days after the entry of a Final
Decision; (h) sale is subject to Bankruptcy Court approval; (i) sale will be free and clear of
liens, claims, encumbrances and interests pursuant to 11 U.S.C. §§363(b) and (f); and (j) sale
15 “AS IS” without representations and warrantics of any kind. A motion seeking approval of
the sale was filed with the Bankruptcy Court in March 2015 and order approving the sale was
catered in April 2015. The transaction was successfully closed on October 2015 for a gross
sale price of $856,791.

4. Trustee objected and responded to a motion filed in November 2015 by John Saggiani and
Prince, Yeates & Geldzahler to vacate the court approved December 2014 pre-petition
intercompany settlement between the Legacy Trust and CAOPI Trust. A hearing was held on
December 17, 2015 whereby the Bankruptey Court indicated the motions were weak, but
granted some limited discovery. The Trustee and its counsel are reviewing their
documentation and information to comply with the limited discovery request by the parties.

5. Trustee negotiated a sale of the remaining Tooele property representing approximately 350
acres of land and rights to 489 acre-feet of water with Pinchurst Partners, LP. A purchase
agreement was executed in November 2015. The terms of the sale include: (a) purchase price
of $2,266,810 for the land and $2,200,500 for the water rights; (b) an initial deposit in the
amount of $15,000 to be held in escrow {non-refundable unless Buyer is not determined to be
the highest and best offeror); {c) due diligence period through March 4, 2016; (d) additional
non-refundable deposit of $25,000 upon expiration of the due diligence period; (f) Trustee
has right to continue to market the property to backup offers; (g) buyer will file an
appropriate water change application relating to the water by no later than ten days of
approved Bankruptcy Court order; (h} sale will be free and clear of liens, claims,
encumbrances and interests pursuant to 11 U.S.C. §§363(b} and (P); (i) sale is **as is” without
representations or warranties of any kind; and (j} buyer may proceeds with purchase pursuant
to an Internal Revenue Code § 1031 exchange. The Trustee filed a motion seeking approval
of the sale with the Bankruptey Court on November 20, 2015. On December 7, 2015, John
Saggiani filed an objection to the sale. A hearing was held on December 17, 2015 and the
Bankruptcy Court entered an order approving the sale on December 22, 2015.



Case 11-35082 Doc 1224 Filed 02/02/16 Entered 02/02/16 16:55:51 Desc Main
Document  Page 18 of 19

CASTLE ARCH REAL ESTATE INVESTMENT COMPANY, LLC et. al.
(CASE NO: 11-35082)

POST CONFIRMATION QUARTERLY REPORT
4™ QUARTER - 2015

NARRATIVE

6. Trustee continues to pursue an appeal regarding the summary judgment dismissal of the
Prince Yeates & Geldzahler complaint originally filed in December 2014.

CAOPI Trust

1. Reviewed and analyzed accounting and investment activity and related financial reporting for
the Black Castle investment. The Trustee and his professionals have requested additional
documentation and information to analyze, resolve and liquidate the investment. The
principals of Black Castle had not sufficiently responded to these document requests, which
resulted in the Trustee serving a Subpoena Duces Tecum for Rule 2004 Examination in
October 2013. On February 13, 2014, the Trustee filed litigation against Black Castle,
Blackstar Financial, Inc., and its principals. The Trustee pursued this litigation and attempted
to resolve and settle the issues and liquidate the investment in an effort to minimize litigation
costs. The Trustee attended settlement meetings and discussions and reached a setilement.
The settlement includes: (a) payment of $1.5 million ($400,000 payable upon entry of the
Bankruptcy Court Order approving the sale, $800,000 payable six months from the entry of
the Order, and the remaining payment of $300,000 payable one year from the Order date).
The Bankruptey Court approved the settlement on April 6, 2015 and the first $400,000
payment was made. An additional payment of $800,000 was received in October 2015. The
settlement was a joint settlement between the CAOPI and CAOPII trusts.

2. Trustee objected and responded to a motion filed in November 2015 by John Saggiani and
Prince, Yeates & Geldzahler to vacate the court approved December 2014 pre-petition
intercompany settlement between the Legacy Trust and CAOPI Trust. A hearing was held on
December 17, 2015 whereby the Bankruptcy Court indicated the motions were weak, but
granted some limited discovery. The Trustee and its counsel are reviewing their
documentation and information to comply with the limited discovery request by the parties.

3. Continued to analyze the Conix related investments and activity and issued discovery
requests which Conix has yet complied.,
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CAOP II Trust

1.

Investigated, analyzed, and prepared a complaint against Western Showcase regarding mobile
home investments made by CACP II. The Trustee negotiated and reached a settlement with
Western Showcase for $300,000. A motion was filed with the Bankruptcy Court on May 8,
2014 and Order was executed on June 6, 2014 approving the settlement. Western Showcase
is in default of the settlement agreement and the Trustee has been diligently pursuing
payment from Western Showcase.

Reviewed and analyzed accounting and investment activity and related financial reporting for
the Black Castle investment. The Trustee and his professionals have requested additional
documentation and infermation to analyze, resolve and liquidate the investment. The
principals of Black Castle had not sufficiently responded to these document requests, which
resulted in the Trustee serving a Subpoena Duces Tecum for Rule 2004 Examination in
October 2013. On February 13, 2014, the Trustee filed litigation against Black Castle,
Blackstar Financial, Inc., and its principals, The Trustee pursued this litigation and attempted
to resolve and settle the issues and liquidate the investment in an effort to minimize litigation
costs. The Trustee attended settlement meetings and discussions and reached a settlement.
The settlement includes: {a) payment of $1.5 miltion ($400,000 payable upon entry of the
Bankruptcy Court Order approving the sale, $800,000 payable six months from the entry of
the Order, and the remaining payment of $300,000 payable one year from the Order date).
The Bankruptcy Court approved the settlement on April 6, 2015 and the first $400,000
payment was made. An additional payment of $800,000 was received in October 2015. The
settlement was a joint settlement between the CAOPI and CAQPII trusts,

Continued to analyze the Conix related investments and activity and issued discovery
requests which Conix has yet complied.



