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IN THE UNITED STATES DISTRICT COURT
WESTERN DISTRICT OF OKLAHOMA

U.S. COMMODITY FUTURES TRADING,
COMMISSION and OKLAHOMA
DEPARTMENT OF SECURITIES ex rel
Irving L. Faught,

Plaintiffs,
No. 5:09-cv-01284-R

PRESTIGE VENTURES CORP., a
Panamanian corporation, FEDERATED
MANAGEMENT GROUP, INC., a Texas
corporation, KENNETH WAYNE LEE, an
indivdual, and SIMON YANG (a/k/a XIAO
YANG a/k/a SIMON CHEN), an individual,

Defendants.
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INITIAL REPORT OF RECEIVER

Stephen J. Moriarty, as Receiver (“Receiver”) for Prestige Ventures Corp., Federated
Management Group, Inc., Kenneth Wayne Lee, Simon Yang (collectively the “Prestige
Defendants™) hereby files his Initial Report. Receiver would state as follows:

1. On November 20, 2009, this Court entered an Order appointing Receiver for the
Prestige Defendants (Docket # 9) (the “Order”).

2. Pursuant to the Order, Receiver was required, within sixty (60) days o the Order,
to file a report with the Court (a) outlining the steps taken to identify customers, (b) marshalling
assets, (c) determining the amounts owed each customer, (d) assets available to repay customers,

and (e) an estimated time to make a distribution and wind up the receivership. Order at par. 31.
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IDENTIFICATION OF CUSTOMERS AND AMOUNTS OWED

73, Pursuant to the Order, the Prestige Defendants were required to deliver to the

Receiver (a) all documents including, but not limited to, client lists and (b) all information

identifying the accounts and obligations of the Prestige Defendants. Order at par. 28 (b) and (e).

Furthermore, within five (5) business days of the entry of the Order, the Prestige Defendants
were required to provide the Receiver with a full accounting of the Prestige Defendant’s Assets
from January 1, 2003 to the date of the Order. Order at par. 16. Finally, the Prestige Defendants
were required to provide all information reasonably requested by Receiver. Order at par. 29.

4, On December 1, 2009, Defendant, Kenneth Lee (“Lee”) provided his accounting
to Receiver; a copy of the accounting is attached hereto as Exhibit “A”. The accounting fails to
identify investors, amounts invested, amounts returned to investors and other pertinent
information.

5. On December 1, 2009, Receiver requested that Lee provide the underlying
information to support his accounting, i.e., investor names, dates and amounts invested and
amounts returned to investors; a copy of Receiver’s e-mail to Kenneth Lee, dated December 1,
2009 is attached hereto as Exhibit “B”. Lee has not provided the information requested by
Receiver.

6. Receiver has reviewed the Prestige Defendants knoWn bank records, along with
an analysis of such records performed by Plaintiff, Oklahoma Department of Securities. This
review has allowed Receiver to identify over $8,000,000.00 in probable investor inflow and
approximately $450,000.00 in possible investor inflow; this analysis continues.

7. Receiver has been in contact with a significant number of investors. Receiver has

A

established a database for known investors, including their contact information. As the

2-
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information has not been produced by the Prestige Defendants, Receiver has requested that
investors provide copies of amounts invested, amounts returned, and copies of all agreements
and correspondence.

MARSHALLING/IDENTIFICATION OF ASSETS

8. Receiver has identified several accounts maintained by the Prestige Defendants.
The balances in these accounts, as of November 23, 2009, total $1,534.40.

9. Receiver has participated in discovery in this case. To date, the depositions of
Defendants, Lee and Simon Yang (“Yang”) have been taken. The deposition of Lee will continue
on January 21, 2010. The depositions of Sheila Lee (wife of Lee), Darren Lee (son of Lee),
David Lee (son of Lee), and Bilin Chen (wife of Yang).

10.  Through discovery, Receiver has identified over $800,000.00 in payments,
directly and indirectly, to the Lee family. Prestige Defendant’s funds were used to purchase three
(3) homes and two (2) boats, to pay salaries to Darren and David Lee, and to pay personal living
expenses.

11.  Receiver has taken the following actions regarding these assets: (a) record a copy
of the TRO and Order appointing Receiver in Charleston County, South Carolina, (b) file Notice
of Lis Pendens regarding the residence of Kenneth and Sheila Lee in Charleston County, South
Carolina, (c) send claw back letters and demands to Darren Lee regarding residence, boat and
salary, and (d) send claw back letters and demands to David Lee regarding residence, boat and
salary.

12.  Discovery regarding assets and potential claims is continuing.
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ESTIMATED TIME TO MAKE DISTRIBUTION AND WIND UP

" 13, Atthis time, as discovery of assets and analysis of potential claims continues, it is
not possible to estimate a time for distribution and wind up of this receivership. It is likely that
additional litigation will have to be filed to recover amounts from the Lee family. At this point it
would appear that those recoveries would form the bulk of a distribution to the investors.

Dated this 19th day of January, 2010.

/s/_Stephen J. Moriarty

Stephen J. Moriarty, OBA # 6410

FELLERS, SNIDER, BLANKENSHIP,
BAILEY & TIPPENS, P.C.

100 North Broadway, Suite 1700

Oklahoma City, OK 73102

Telephone: (405) 232-0621

Fax: (405)232-9659

E-mail: smoriarty@fellerssnider.com

RECEIVER
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CERTIFICATE OF SERVICE

) I hereby certify that on the 19th day of January, 2010, a true and correct copy of
the above and foregoing document shall be served via electronic means, if available, otherwise

by regular first class mail, postage prepaid to:

Katherine Driscoll

U.S. Commodity Futures Trading
Commission-WASHINGTON
1155 21% St. N.W.

Washington, DC 20581

Patricia A. Labarthe, Esq.

Jennifer Shaw, Esq. o
Oklahoma Department of Securities
120 N. Robinson, Suite 860
Oklahoma City, OK 73102

SimonYang
1912NW176thTerrace
Edmond, OK 73012

Kenneth Lee

1660 Jorrington Street
Mount Pleasant, SC 29466

513778

/s/_Stephen J. Moriarty

Filed 01/19/2010

Page 5 of 5

Stephen J. Moriarty



