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BOUTIN GIBSON DI GIUSTO HOD ELL INC.
Chris Gibson, SBN 073353
Maralee MacDonald, SBN 208699
555 Capitol Mall, Suite 1500
Sacramento, California 95814-4603
(916) 321-4444

QUILLING, SELANDER, CUMMISKEY & LOWNDS, P.c.
Michael 1. Quiling (Tex. Bar No. 16432300) Admitted Pro Hac Vice
D. Dee Raibourn, III (Tex. Bar No. 24009495) - Admitted Pro Hac Vice
Brent J. Rodine (Tex. Bar No. 24048770) - Admitted Pro Hac Vice
2001 Bryan Street, Suite 1800
Dallas, Texas 75201
Telephone: (214) 871-2100
Facsimile: (214) 871-2111
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24 TO: THE HONORABLE GARLAND E. BURRELL, JR., UNITED STATES DISTRICT
JUDGE:

Attorneys for Michael J. Quiling
Receiver of Defendants Secure Investment Services, Inc.,
American Financial Services, Inc., and Lyndon Group, Inc.

UNITED STATES DISTRICT COURT

EASTERN DISTRICT OF CALIFORNIA, SACRAMENTO DIVISION

SECURITIES AND EXCHANGE COMMISSION, Case No. 2:07-cv-01724 GEB CMK

Plaintiff, NOTICE OF APPLICATION AND
APPLICA TION FOR APPROVAL OF
RECEIVER'S INTERIM REPORT FOR
THE PERIOD ENDED SEPTEMBER
30,2008

v.

SECURE INVESTMENT SERVICES, INC.,
AMERICAN FINANCIAL SERVICES, INC.,
LYNDON GROUP, INC., DONALD F. NEUHAUS,
and KIMBERLY A. SNOWDEN, Date: December 15, 2008

Time: 9:00 a.m.
Department: 10Defendants.

25

26 Pursuant to L.R. 66-232(e), Michael 1. Quiling ("Receiver") applies for an order

27 approving his interim report for the period ended September 30, 2008, a copy of which is

28 attached to this Application as Exhibit A.
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4 Dated: October 21, 2008
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Respectfully submitted,

BOUTIN GIBSON DI GIUSTO HOD ELL INC.

By /s/ Maralee MacDonald
Maralee MacDonald
Attorneys for Receiver of Defendants
Secure Investment Services, Inc.,
American Financial Services, Inc., and
Lyndon Group, Inc.

Attorneys for Receiver
QUILLING, SELANDER, CUMMISKEY &
LOWNDS, P.C.
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CERTIFICATE OF SERVICE

I hereby certify that on the 21 st day of October, 2008, a copy of this Notice of Application
and Application was served on all interested parties through the Court's electronic filing system.
In addition, a copy of this motion was served on the following other persons by U.S. First Class
Mail:

5 Linda Neuhaus
2701 Park Marina Drive

6 Redding, CA 96001

Bazzle John Wilson
1291 Nunneley Road
Paradise, CA 95969

J.D. Zink
Zink& Lenzi
250 Vallombrosa Ave., Suite 175
Chico, CA 95926
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lsi Maralee MacDonald
Maralee MacDonald
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BOUTIN GIBSON DI GIUSTO HODELL INC.
Chris Gibson, SBN 073353
Maralee MacDonald, SBN 208699
555 Capitol Mall, Suite 1500

Sacramento, California 95814-4603
(916) 321-44444
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QUILLING, SELANDER, CUMMISKEY & LOWNDS, P.C.
Michael J. Quiling (Tex. Bar No. 16432300) - Admitted Pro Hac Vice
D. Dee Raibourn, III (Tex. Bar No. 24009495) - Admitted Pro Hac Vice
Brent J. Rodine (Tex. Bar No. 24048770) - Admitted Pro Hac Vice
2001 Bryan Street, Suite 1800
Dallas, Texas 75201
Telephone: (214) 871-2100

Facsimile: (214) 871-2111

Attorneys for Michael J. Quillng
Receiver of Defendants Secure Investment Services, Inc.,
American Financial Services, Inc., and Lyndon Group, Inc.

UNITED STATES DISTRICT COURT

EASTERN DISTRICT OF CALIFORNIA, SACRAMENTO DIVISION

16 SECURITIES AND EXCHANGE COMMISSION, Case No. 2:07-cv-01724 GEB CMK

Plaintiff, RECEIVER'S INTERIM REPORT FOR
THE PERIOD ENDED SEPTEMBER
30,2008

v.

SECURE INVESTMENT SERVICES, INC.,
AMERICAN FINANCIAL SERVICES, INC.,
LYNDON GROUP, INC., DONALD F. NEUHAUS,
and KIMBERLY A. SNOWDEN,

Date: December 15,2008

Time: 9:00 a.m.
Department: 10

Defendants.

TO: THE HONORABLE GARLAND E. BURRELL, JR., UNITED STATES DISTRICT
JUDGE:

Michael 1. Quiling ("Receiver") submits this interim report for the period ended

September 30, 2008 and in support of such would show the Court as follows:

II

II

137875.1
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1 i.
2

General Overview

1. On November 28, 2007, the Receiver fied his Preliminary Report (Dkt. No. 90).

3 On May 5, 2008, the Receiver filed an Interim Report for the Period Ended April 30, 2008 (Dkt.

4 No. 140). This Report is being fied pursuant to Local Rule 66-232(e) which requires an annual

5 report to be filed by the Receiver.

6 2. This Report is intended to supplement and update the events reported in the prior

7 Reports and those events, unless there is some significant update, are not reiterated in this

8 Report. Thus, interested parties should consult the previous Reports as welL.

9 II.
10

Ownership of Insurance Policies

3. At the time the Receiver was appointed there were believed to be 49 policies in

11 which the receivership estate held an interest. Since that time there have been a number of

12 events which have reduced the number of the policies.

13 a. Lapsed Policies. Prior to the appointment of the Receiver the JER-E( 4)1 policy

14 ($1,000,000.00) lapsed and although the Receiver was hopeful he could get it reinstated, he has

15 been unable to do so because of the refusal of the insured to sign a necessary form and provide

16 certain information. The Receiver has filed a Motion to Compel the insured to provide what is

17 necessary. The ARM-A policy ($250,000.00) was allowed to lapse by the Receiver with Court

18 authorization because of the refusal of investors to transfer their ownership interests to the

19 receivership estate.

20 b. Maturities. The ELK-H policy ($500,000.00 face value), the MAT-P policy

21 ($100,000.00 face value), and the SWA-R policy ($250,000.00 face value) matured and the death

22 benefits from those policies were paid to the receivership estate.

23 c. Remaining Policies. There are currently 44 insurance policies in which the

24 receivership estate has or is believed to have an ownership interest. Based on information

25 currently available to the Receiver, these policies have an aggregate death benefit of

26
i In order to continue to protect the identity of 

the insured from those who may be interested in their early death, the
27 Receiver wil, during this report and throughout these proceedings, use an identifier comprised of the first three

letters of the last name and the first letter of the first name. John Smith = SMI 1. If the policy covers two
28 individuals, John and Sally Smith, the identifier is SMI J&S. If there are multiple policies on the insured(s) a

number designation follows SMI J&S( I).

137875.1
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1 $49,194,255.62 of which $23,475,616.24 is owned by the receivership estate. Attached hereto as

2 Exhibit 1 is a schedule of all 44 insurance policies. More information regarding these policies is

3 set forth below.

4 Wholly-Owned Policies
5 5. Based upon information provided by the respective insurance companies to the

6 Receiver to date, 100% of the ownership interest and 100% of the beneficiary interest in 21 of

7 the policies are held in the name of either a company that is in receivership or is now held in the

8 name of Michael J. Quillng, Receiver ("Wholly-Owned Policies"). The aggregate death benefit

9 of 
the Wholly-Owned Policies is $22,539,217.32. Attached hereto as Exhibit 2 is the schedule of

10 the Wholly-Owned Policies. Since his appointment through September 30, 2008, the Receiver

11 has paid, either by check or reduction in cash value, an aggregate of $754,856.36 in premiums

12 for these policies as reflected on Exhibit 2.

13 6. As to the Wholly Owned Policies, each insurance company has changed its

14 records to reflect that the ownership and beneficiary interest of the policy is in the name of

15 Michael J. Quiling, Receiver so as to make it easier to accomplish a sale of the policies should

16 that become necessary in the future. As owner of these policies, the Receiver has also requested

17 three, five and seven year premium illustrations to allow him to know what to expect in terms of

18 premium obligations during those periods of time.

19 Multiple Owner Policies
20 7. Based upon information provided by the respective insurance companies to the

21 Receiver to date, there are 23 policies in which the receivership estate holds only a small

22 fractional ownership interest and a small fractional beneficiary interest with respect to the policy

23 ("Multiple Owner Policies."). A schedule of the Multiple Owner Policies and the

24

25

26

27

ownershiplbeneficiary percentage interest (as well as resulting death benefit dollar amount) held

by the receivership estate is attached as Exhibit 3. The aggregate death benefit of the Multiple

Owner Policies is $26,601,038.30 of which $882,398.92 is owned by the receivership estate.2

28 2 The Receiver is continuing to obtain ownership transfers from many of the other owners but has not yet submitted
them to the insurance companies for recordation.

137875.1
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Since his appointment through September 30, 2008, the Receiver has paid, either by check or

2 reduction in cash value, an aggregate of $1,836,054.09 in premiums for these policies as

3 reflected on Exhibit 3.

4 8. In that the death benefit amount held by the receivership estate in many of the

5 Multiple Owner Policies is already less than the amount paid by the receivership toward

6 premiums on a given policy, unless something changed, the Receiver could no longer justify

7 paying premiums on these policies. Accordingly, in late February 2008, the Receiver began

8 sending letters to the investors which held ownership and beneficial interests in the Multiple

9 Owner Policies requesting that they transfer their interest to the receivership estate so that the

10 Receiver could justify continuing to pay premiums. Unfortunately, these efforts met with much

11 confusion and resistance from the investors. Accordingly, on May 30, 2008 and June 11,2008,

12 the Receiver filed a number of Motions (Dkt. Nos. 144, 162,168,172,176,180,184,185,186,

13 187, 1988, 189, and 190) seeking authorization to abandon the estate's fractional interest in

14 several of the policies. The Court conducted an evidentiary hearing with respect to the Motions

15 and on July 28,2008, issued an Order (Dkt. No. 254) granting the Motions. Since that time the

16 Receiver has continued to implore the investors to transfer their interest to keep the policies from

17 lapsing

18 9. As to one policy, ARM-A, the continued efforts of the Receiver were

19 unsuccessful and so the policy, with a face value of $250,000.00, lapsed. However, the Receiver

20 is pleased to announce that enough investor response was favorable as to the BIE-F&L, the

21 SHO-I(1), and the SLE-K(3) policies that the Receiver has decided to continue paying the

22 premiums and those policies have not been allowed to lapse.

23 III. Financial Information

24 10. Through September 30, 2008, the receivership estate has $2,464,098.02 of

25 receipts and $2,375,635.10 of disbursements as set forth on Exhibit 4 attached hereto. As

26 reflected, the only current source of receipts is from draws on the line of credit.

27 11. On March 14, 2008 (Dkt. No. 131) the Court issued an Order authorizing the

28 Receiver to obtain a $3.0 million line of credit with Sovereign Bank of Dallas, Texas. As

137875. i
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reflected on Exhibit 4, through September 30, 2008, $1,065,352.99 is owed under the line of

2 credit.

3 iv.
4

5

Miscellaneous

Neuhaus Assets

12. On October 29, 2007 the Court entered an order approving a compromise and

6 settlement agreement (Dkt. No. 72) between the Receiver and Don Neuhaus, the most important

7 economic point of which was that the Receiver would be allowed to liquidate his automobile and

8 house. After inspecting the assets and attempting to market the assets for sale, it was determined

9 that the automobile had no realizable equity and it was returned to the lender which held a lien

10 against it. Likewise, due to declining real estate values, the Receiver determined that there was

11 no equity in the house and he abandoned it. Shortly after that time, Don Neuhaus died. During

12 the summer of 2008, the Receiver, the United States Government and Linda Neuhaus had

13 negotiations as to what to do with respect to cash and coins seized by the Government incident to

14 criminal charges against Don Neuhaus. Ultimately, it was agreed that the Receiver would obtain

15 the cash ($9,800.00) and a number of firearms and Linda Neuhaus would receive coins worth

16 less than $50,000.00 which she claimed were hers prior to her marriage to Don Neuhaus. Since

17 that time, Linda Neuhaus died as welL.

18 Claims Processing
19 13. Through September 30, 2008, 550 claims have been submitted to the Receiver.

20 By Order dated February 5, 2008 (Dkt. No. 107) 41 claims totaling $1,441,155.00 have been

21 approved. Although the Receiver is continuing to process claims, procedures have been placed

22 on hold until a final determination is made as to what to do with investor claims with respect to

23 the Multiple Owner Policies on a policy-by-policy basis and that decision is approved by the

24 Court. Once that determination is made, the Receiver anticipates that processing will proceed

25 rapidly.

26 II
27 II
28 II

137875.1
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2

Receiver's Website

14. In order to establish a cost effective and informative way of communicating with

3 the claimants, the Receiver has established a website, ww.secreceiver.com to allow them to

4 monitor these proceedings. All activities of any importance are reported there.

5 Receiver's Recommendation
6 15. The Receiver recommends at this time that the receivership continue in order to

7 complete the marshaling of assets, maximization of their value, and possible realization of value

8 from policy assets that may mature before final disposition of the receivership estate.

9 Submitted this 21st day of October, 2008.
Respectfully submitted,

lsi Michael J Quiling
MICHAEL J. QUILLING (Tex. Bar No. 16432300)
D. DEE RAIBOURN, III (Tex. Bar No. 24009495)
BRENT 1. RODINE (Tex. Bar No. 24048770)
QUILLING, SELANDER, CUMMISKEY &

LOWNDS, P.C.

Chris Gibson, SBN 073353
Maralee MacDonald, SBN 208699
BOUTIN GIBSON DI GIUSTO HODELL INC.
Attorneys for Receiver
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Case No. 2:07..v-01724 LEW CMK; Securities and Exchange Commission v. Secure Investment Services. inc. American Financlaf Servlcas. Inc., Lyndon Group, Inc., Donald F. Neuhaus, and
Kimberly A. Snowden

Owned Insurance Policies
- -_.-- AGGREGATE PREMIUMS

PAID BY RECEIVERSHIP:
754,856.36
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Case No. 2:07.cv.01724 LEW CMK; SecurWes and ExchBfge Commission v. Secure Investment SeN/ces, Inc. Amerlcen Financial SaMces. Inc., Lyndon Group, Inc.. Donald F. Nauhaus. end Kimbely A. Snowdan
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Michael J. Quillng, Receiver
Secure Investment Services, Inc.

Schedule of Cash Receipts and Disbursements
August 24, 2007 through September 30, 2008

(Cash Basis)

Cash Receipts
Bank Account Closings
Sovereign Loan Advances
Other Income

Insurance Proceeds Received
Refund of Bond Premium
Interest Income
Proceeds from Sale of Assets
Miscellaneous Income

Total Other Income

Total Cash Receipts

Cash Disbursements
Insurance Premiums

ARM-A
ARM-A

Empire General
Protective Life

BAU-R&L (1) Pacific Life Ins

BAU-R&L (2) Conn Gen Life I Uncoln Life

BER-E&B (1) Allmerica Financial

BER-E&B (2) Allmerica Financial

BER-H&V Transamerica Occidental

BIE-F&L American General

BOT-M American General

CLA-H Mass Gen / Conseco Ufe

DAM-A Avlva

ELK-H New York Life

FOW-S (1) Security Life of Denver

FOW-S (2) Security Life of Denver

Page 1 of 4

$ 513,419.14
1,752,456.95

$ 846,077.68
$ 21,411.20

1,032.80
7,004.21
9,800.00

885,325.89

38,167.20
38,167.20

76,334.40

32,250.00
32,250.00

43,060.00
43,060.00

43,500.00
43,500.00

48,652.57
48,652.57

166,800.00
166,800.00

4,528.00
4,528.00

52,800.00
52,800.00

24,000.00

$ 3,151,201.98
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Michael J. Quiling, Receiver
Secure Investment Services, Inc.

Schedule of Cash Receipts and Disbursements
August 24, 2007 through September 3D, 2008

(Cash Basis)
Total Insurance Premiums

Sovereign Loan Repayments

Professional Fees - Legal - QSCL
Professional Fees - Legal - Munsch Hardt
Professional Fees - Legal - Boutin Gibson
Professional Fees - Legal - Facio Abogados
Professional Fees - Accounting
Professional Fees - National Viatica i, Inc.
Professional Fees - Computer Duplication
Bank Fees
Interest Expense
Rent Expense - Dallas
Rent Expense - California
Office Utilities - California
Neuhaus - House Expenses

Mortgage
Property Insurance
Maintenance
Utilities
Property Taxes

Total Neuhaus - House Expenses

Total Cash Disbursements

Net Cash in Receiver's Accounts

* Net of 10% Holdback

Page 4 of 4
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Michael i Quillng, Receiver
Secure Investment Services, Inc.

Schedule of Estte Assets
September 30, 2008

Assets
Current Assets

Checking! Savings
Sovereign Commercial Checking

Total Current Assets

Total Assets

Liabilties

Liabilties
Current Lfabllties

Accounts Payable
Accounts Payable (10% Holdback)

Total Accounts Payable

Other Current Liabilties
Une of Credit

Total Other Current Liabilties

Total Current Liabilties

Total LIabiltIes

i'otal liabilties In Exc:ess of Assets

$ 88,462.92

24,058.09

1,065,352.99

$ 88,462.92

88,462.92

88,462.92$

24,058.09

1,065,352.99

1,089,411.08

1/089,411.08

$ (1,000,948.16)

Note: This schedule has been prepared on a cash basIs and excludes the values of life
Insurance death benefits and future premium obligations.
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