
V. 

BURTON DOUGLAS MORRISS, et al., 

Defendants, and 

MORRISS HOLDINGS, LLC, 

Relief Defendant. 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF MISSOURI 

EASTERN DIVISION 

SECURITIES AND EXCHANGE 
COMMISSION, 

Plaintiff, 
) 

Case No. 4:12-cv-00080-CEJ 

RECEIVER'S MOTION FOR SALE OF CERTAIN PERSONAL PROPERTY 

Receiver Claire M. Schenk ("Receiver") hereby respectfully moves the Court pursuant to 

28 U.S.C. § 2001 and 2004 to exercise its discretion to allow the public sale by auction of 

certain personal property of the Receivership estate. The Receiver relies on the Memorandum of 

Law in Support of Receiver 's Motion for Sale of Certain Personal Properly to support her 

request, which memorandum is being contemporaneously filed herewith. 

Respectfully submitted, 

THOMPSON COBURN LLP 

By Is! Brian A. Lamping 
Steven B. Higgins, #25728MO 
Brian A. Lamping, #61054M0 
One US Bank Plaza 
St. Louis, Missouri 63101 
Phone: 314-552-6000 
Fax: 314-552-7000 
shigginsthompsoncoburn.com 
bIampingthompsoncoburn.com 
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CERTIFICATE OF SERVICE 

I hereby certify that on February 22, 2012, I electronically filed the foregoing with the Clerk 
of the Court through the Court's CM/ECF system which will send a notice of electronic filing to 
the following: 

Catherine Hanaway, Esq. 
Ashcrofi Hanaway LLC 
222 South Central Ave., Suite 110 
St. Louis, Missouri 63105 
Counsel for Defendant Burton Douglas Morriss 

Adam L. Schwartz 
Robert K. Levenson 
Brian T. James 
Securities and Exchange Commission 
801 Bricknell Avenue, Suite 1800 
Miami, Florida 33131 
Attorneys for Plaint ff 

David S. Corwin 
Vicki L. Little 
Sher Corwin LLC 
190 Carondelet Plaza 
Suite 1100 
St. Louis, Missouri 63105 
Counsel for Morriss Holdings, LLC 

Is! Brian A. Lamping 
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Plaintiff, 

V. 

BURTON DOUGLAS MORRISS, et al., 

Defendants, and 

MORRISS HOLDINGS, LLC, 

Relief Defendant. 

UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF MISSOURI 

EASTERN DIVISION 

SECURITIES AND EXCHANGE 
COMMISSION, 

Case No. 4:12-cv-00080-CEJ 

MEMORANDUM OF LAW IN SUPPORT OF RECEIVER'S 
MOTION FOR SALE OF CERTAIN PERSONAL PROPERTY 

In keeping with the principal objective of the Receivership, i.e., to marshal and safeguard 

the assets and take such actions as are necessary for the protection of the investors, the Receiver 

respectfully requests that the Court enter an Order granting the Receiver's Motion for Sale of 

Certain Personal Property. 

I. Background 

On January 17, 2012, the United States Securities and Exchange Commission (the 

"SEC") filed its Complaint for Injunctive and Other Relief (the "Complaint") against Burton 

Douglas Morriss ("Morriss"), Acartha Group, LLC ("Acartha"), Acartha Technology Partners, 

L.P. ("ATP"), MIC VII, LLC ("MIC"), Gryphon Investments III, LLC ("Gryphon" and together 

with Acartha, ATP and MIC, the "Receivership Entities") and Morriss Holdings, LLC ("Morriss 

Holdings")' in this Court as Case No. 4:12-cv-00080-CEJ (the "SEC Case"). See Complaint 

Morriss, Acartha, ATP, MIC, Gryphon and Morriss Holdings are collectively referred to as the "SEC Defendants." 
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(Dkt. No. 1). In the Complaint and other papers filed by the SEC on January 17, 2012, the SEC 

alleges various securities laws violations by the SEC Defendants. 

Also, on January 17, 2012, the SEC moved for the immediate appointment of a receiver 

over the Receivership Entities to (i) administer and manage the business affairs, funds, assets, 

choses in action and other property of the Receivership Entities, (ii) act as sole and exclusive 

managing member or partner of the Receivership Entities, (iii) maintain sole authority to 

administer any and all bankruptcy cases in the maniier determined to be in the best interests of 

the Receivership Entities' estates, (iv) marshal and safeguard all of the assets of the Receivership 

Entities, and (v) take whatever actions are necessary for the protection of investors. The Court 

entered the requested relief by order dated January 17, 2012 (the "Receivership Order"). See 

Receivership Order (Dkt. No. 16). 

As established in the Receivership Order, the Receiver is charged with 

tak[ing] immediate possession of all property, assets and estate of every kind of 
the [Receivership] Entities whatsoever and wheresoever located, including but not 
limited to all offices maintained by the [Receivership] Entities' [,] rights of action, 
books, papers, data processing records, evidence of debt, bank accounts, savings 
accounts, certificates of deposit, stocks, bonds, debentures and other securities, 
mortgages, furniture, fixtures, office supplies and equipment, and all real property 
of the [Receivership] Entities, wherever situated, and to administer such assets as 
is required in order to comply with the directions contained in this Order, and to 
hold all other assets pending further Order of this Court..." 

Receivership Order, p. 2. The Receiver also is "authorized, solely and exclusively, to operate 

and manage the businesses and financial affairs of [the Receivership Entities] and the Receiver 

Estates." Receivership Order, p. 8. 

Upon her appointment as receiver, the Receiver learned that the Receivership Entities 

operated out of two offices -- one located in Clayton, Missouri, under a lease held by Morriss 

Holdings, and the other located in East Brunswick, New Jersey (the "New Jersey Premises"), 
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under a lease held by Acartha. This Motion concerns the pendency of the lease of the New 

Jersey Premises and the disposition of the personal property, including but not limited to 

furniture, fixtures, office supplies and equipment, located at the New Jersey Premises. 

A. The New Jersey Lease 

According to the documents that the Receiver has received, on or about May 31, 2006, 

Acartha, as tenant, entered into an office lease (the "New Jersey Lease") with Tower Center II 

Investment Group, L.L.C. (the "Landlord"). See Exhibit A, New Jersey Lease. Under the New 

Jersey Lease, Acartha agreed to lease the premises at Two Tower Center, 20th Floor, East 

Brunswick, New Jersey (approximately 5,623 square feet), for an initial term of seven years. 

Pursuant to the New Jersey Lease, at page 1, the initial lease term commenced on July 1, 2006 

and expires on June 30, 2013. Acartha's total base rental obligation under the New Jersey Lease 

is $1,064,152.80 (base rent only). As far as the Receiver can discern, the monthly rental 

obligation for the New Jersey Premises under the New Jersey Lease is stated as $14,057.50 with 

an increase to $14,291.79 per month as of July 2012, through the remainder of the initial lease 

term.2 See New Jersey Lease, p. 2. 

The Receivership estates do not have a use for the New Jersey Premises. The Receiver 

has not and will not be conducting business out of the New Jersey Premises. Considering these 

facts, together with the monthly rent and the time remaining on the New Jersey Lease, the 

Receiver determined that it is in the best interests of the Receivership estates to reject the New 

Jersey Lease and vacate the New Jersey Premises.3 Therefore, by letter dated February 14, 2012, 

2 According to a recent rental statement from the Landlord, Acartha's alleged rental and other obligations under the 
New Jersey Lease total $107,075.34 as of February 1,2012. See Exhibit B, Feb. 1,2012 Rental Statement. 

"Congress has authorized federal receivers to exercise broad powers in administering, retrieving, and disposing of 
assets belonging to the receivership." S.E.C. v. Ross, 504 F.3d 1130, 1145 (9th Cir. 2007). In particular, a receiver 
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the Receiver notified the Landlord of the rejection of the lease and the Receiver's intent to 

remove all Receivership property from the New Jersey Premises. See Exhibit C, Letter to 

Landlord dated Feb. 14, 2012. The Receiver is cooperating with the Landlord in its efforts to 

show the property so that the Landlord may move forward with efforts to obtain a new 

tenant. See Exhibit D, Letter to Landlord's Counsel dated Feb. 20, 2012. 

The New Jersey Premises 

Prior to January 17, 2012, the Receivership Entities operated their businesses, in part, out 

of the New Jersey Premises and outfitted the New Jersey Premises with, among other things, 

office furniture, televisions, electronic and networking equipment, office supplies, and fitness 

equipment. Because (i) the Receivership no longer requires use of the New Jersey Premises and 

(ii) the Receiver rejected the New Jersey Lease, the Receiver must remove all personal property 

of the Receivership at the New Jersey Premises as soon as possible. 

Sale of Personal Property 

The Receiver desires to sell the personal property items found at the New Jersey Premises 

or surrendered by the SEC Defendants (the "Personal Property").4 The Receivership has no use 

for the Personal Property at the New Jersey Premises because the Receivership is not operating 

has the inherent power to reject executory contracts and leases as an equity receiver under common law. A receiver 
does not become liable, by virtue of his appointment, upon the covenants and agreements of the receivership 
entities. Sunflower Oil Co. v. Wilson, 142 U.S. 3 13, 322 (1892). The "doctrine of abandonment" gives equity 
receivers the power to reject unprofitable leases and contracts. In re Unishops, Inc., 422 F. Supp. 75, 79 (S.D.N.Y. 
1975) (citing US. Trust Co. v. Wabash Western Ry., 150 U.S. 287, 299 (1893)). Moreover, a receiver is entitled to 
hold possession of leased premises for a reasonable time to determine whether to adopt or reject the lease without 
becoming bound by it. In re Mallow Hotel Corp., 17 F. Supp. 872, 873 (M.D. Penn. 1937) (internal citations 
omitted). 

By letter dated February 17, 2012, the Receiver informed former management of the Receivership Entities of her 
understanding that all personal property at the New Jersey Premises is Receivership property. Further, the Receiver 
requested that former management of the Receivership Entities immediately provide her with a detailed listing of all 
property alleged not to belong to the Receivership. See Exhibit E, Letter to Former Management dated Feb. 17, 
2012. As of the filing of this Motion, the Receiver has received no claims to any of the property located at the New 
Jersey Premises. 
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out of the New Jersey Premises. Under the circumstances, long term retention and storage of the 

Personal Property is not practical and only will result in a waste of precious Receivership 

resources and funds. 

The Receiver desires to engage the services of a local auction house to conduct the sale of 

the Personal Property, as described more fully below. The Receiver believes that the course 

proposed herein is the most expedient and beneficial means of selling the Personal Property and 

preserving assets for the benefit of investors and creditors. 

II. Argument 

Pursuant to the Receivership Order, the Court authorized the Receiver to, among other 

things, marshal and safeguard the assets of the Receivership Entities and take such actions as are 

necessary for the protection of investors. See Receivership Order, p.1; see also Scholes v. 

Lehmann, 56 F.3d 750, 755 (7th Cir. 1995) (receiver's "object is to maximize the value of the 

[Receivership assets] for the benefit of their investors and any creditors"). To accomplish this 

mandate, the Court authorized the Receiver to take immediate possession of all property, assets 

and estates of every kind of the Receivership Entities whatsoever and wheresoever located. See 

Receivership Order, p.2. 

The Receiver now moves to fulfill the duties delegated to her by this Court by liquidating 

the Personal Property at the New Jersey Premises, which Personal Property is in her exclusive 

custody, control and possession. This action will preserve and increase the assets of the 

Receivership, and potentially maximize distributions to investors and creditors. 

The public sale of personal property by a receiver is governed by 28 U.S.C. § 2004, 

which directs that the sale of any "personalty" sold under order or decree of the United States be 
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in accordance with section 2001 of the same title. The pertinent section of 28 U.S.C. § 2001(a) 

reads as follows: 

Property in the possession of a receiver or receivers appointed by one or more 
district courts shall be sold at public sale in the district wherein any such receiver 
was first appointed, at the courthouse of the county, parish, or city situated therein 
in which the greater part of the property in such district is located, or on the 
premises or some parcel thereof located in such county, parish, or city, as such 
court directs, unless the court orders the sale of the property or one or more 
parcels thereof in one or more ancillary districts. 

28 U.S.C. § 2001(a). 

The Receiver wishes to sell the Personal Property by retaining the services of Best Buy 

Auctioneers.Com, Inc. ("Best Buy Auctioneers") according to the terms and conditions set forth 

in the proposed auction agreement (the "Proposed Auction Agreement"), a copy of which is 

attached hereto as Exhibit F. An inventory of the Personal Property to be sold is attached hereto 

as Exhibit G. Pursuant to the Proposed Auction Agreement, Best Buy Auctioneers will (i) 

remove the Personal Property from the New Jersey Premises, (ii) transport the Personal Property 

to Best Buy Auctioneers' New Jersey auction center,5 (iii) market and advertise the auction of 

the Personal Property for a $750.00 fee, (iv) provide all labor necessary to set up and conduct the 

sale, and (v) conduct the sale. Best Buy Auctioneers will collect a commission of 20 percent of 

the total sales proceeds. 

Given the nature, quality and value of the Personal Property, as well as the local market 

in which the Personal Property will be sold, the Receiver believes that the terms and conditions 

The Receiver is coordinating with Best Buy Auctioneers to have Best Buy Auctioneers remove the Personal 
Property from the New Jersey Premises and transport the Personal Property to Best Buy Auctioneers' facility on or 
before February 29, 2012. 
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of the Proposed Auction Agreement are the best available to the Receivership.6 Moreover, the 

Proposed Auction Agreement will enable the Receiver to remove the Personal Property from the 

New Jersey Premises quickly and sell the Personal Property with the best hope for a return to the 

Receivership estates. As such, the Receiver respectfully requests that the Court authorize Best 

Buy Auctioneers to conduct a public sale of the Personal Property according to the terms and 

conditions set forth in the Proposed Auction Agreement. The Receiver anticipates that the sale 

of the Personal Property will be conducted in such a fashion as to maximize revenue, and 

accordingly, the Receiver asserts that this sale will further the objectives of the Receivership. 

Respectfully submitted, 

THOMPSON COBURN LLP 

By Is! Brian A. Lamping 
Steven B. Higgins, #25728M0 
Brian A. Lamping, #61054M0 
One US Bank Plaza 
St. Louis, Missouri 63101 
Phone: 314-552-6000 
Fax: 314-552-7000 
shigginsthompsoncoburn.com 
blampingthompsoncoburn.com 

6 The Landlord has required that the Receiver conduct ai off-site auction of the Personal Property. Best Buy 
Auctioneers was the only auction house in the area that would quote the Receiver terms and conditions for 
conducting an off-site auction, which affected the commission percentage quoted by Best Buy Auctioneers (by 
increasing the commission percentage from 10 to 20 percent). The Receiver, through her agents, contacted multiple 
auction houses in New Jersey, Philadelphia and New York City to find an auction house willing to sell the Personal 
Property. Of all the auction houses contacted, only Best Buy Auctioneers gave the Receiver proposed terms and 
conditions for removing the Personal Property from the New Jersey Premises prior to sale (as opposed to conducting 
an on-site auction). 

5488478.4 7 

Case: 4:12-cv-00080-CEJ   Doc. #:  77    Filed: 02/22/12   Page: 7 of 8 PageID #: 3009



CERTIFICATE OF SERVICE 

I hereby certify that on February 22, 2012, I electronically filed the foregoing with the Clerk 
of the Court through the Court's CM/ECF system which will send a notice of electronic filing to 
the following: 

Catherine Hanaway, Esq. 
Ashcroft Hanaway LLC 
222 South Central Ave., Suite 110 
St. Louis, Missouri 63105 
Counsel for Defendant Burton Douglas Morriss 

Adam L. Schwartz 
Robert K. Levenson 
Brian T. James 
Securities and Exchange Commission 
801 Bricknell Avenue, Suite 1800 
Miami, Florida 33131 
Attorneys for Plaint ff 

David S. Corwin 
Vicki L. Little 
Sher Corwin LLC 
190 Carondelet Plaza 
Suite 1100 
St. Louis, Missouri 63105 
Counsel for Morriss Holdings, LLC 

Is! Brian A. Lamping 
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E)ate 

Please send this portion of the statement with your remittance. 

MAKE CHECKS PAYABLE TO: Tower Center II INV GRP, LLC 

Check Nuthber 

Beginning Balance 

Payments received or charges posted after the 15th may not be reflected on this statement. 

Some components of the amount shown may be landlord's estimate of amounts due. The amounts shown may not include all sums that may be due under the 
lease. Landlord's failure to include amounts due shall not constitute a waiver to collect such amounts nor shall it release you from your obligation to pay them. 

86,112.30 

.ctivtyi. 

STATEMENT #: 182661 
Acartha Group, LLC 

ACcJN1:JMBFRSUJTE. 
001925 2004 

107,075.34 

Two Tower Center 
Building ID EAGOOI 
P0 Box 6076 
Hicksville, NY 11802-6076 

8O26O76*Ic*EAGUDL***UDL925ULLL&2LL]14P********UJILo?O?534 

111/2012 CAM COMMON AREA BILLINGS 604.00 
1/1/2012 ELE ELECTRIC 820.02 
1/1/2012 RNT RENT 14,057.50 
2/1/2012 CAM COMMON AREA BILLINGS 604.00 
2/1/2012 ELE ELECTRIC 820.02 
2/1/2012 RNT RENT 14,057.50 
12/8/2011 Prepaid 1191 0001191 -5,000.00 
1/6/2012 Prepaid 0001193 -5,000.00 

Two Tower Center CB_REALM 
Two Tower Center Blvd 725793 
East Brunswick, NJ 08816 MIN 

2/1/2012 ACCOUNT NUMBER SUITE: 

Acartha Group, LLC STATEMENT #: 182661 001925 2004 
Dixon Brown 
Two Tower Center 
20th Floor 
East Brunswick, NJ 08816 
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THoM PS ON Co BURN LLP 

Facsimile 
FOR IMMEDIATE DELIVERY 

Total NumberofPages, including this page: 13 

If you do not receive all of the pages, please call (314) 552-6462 as soon as possible. 

Confidentiality Note 
The infonnation contained in this Thcsimile transmission is legally privileged and confidential information intended only for the use of the individual or entity 

named above. If the reader of this transmission is not the intended recipient, you are hereby notified that any dissemination, distribution, or copying of this 

transmission is strictly prohibited. If you have received this transmission in error, please immediately noti us by collect telephone call and return the original 

transmission to us at the above address by U.S. mail. 

One US Bank Plaza 

St. Louis, Missouri 63101 

314-552-6000 

FAX 314-552-7000 

www. thornpsoncobum. corn 

Chicago St. Louis Southern illinois Washington D.C. 

To: 

Firm Name: 

Pat FaroI10 

CBRE 

Phone: 

Fax: 732-509-8938 

From: Claire M. Schenk 
(314) 552-6462 
FAX (314) 552-7462 

Date: 2/14/2012 

Message: 
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THOMPSON CORURN LLP 

February 14, 2012 

Via Federal Express 
Tower Center 11 Investment Group, L.LC. 
do Paul Chapman. Managing Director 
CS Richard Ellis rnvestors 
6011 08th Avenue NE, Suite 1900 
Beflevue, WA 98004 

Via Electronic 4laiL Facsimile and Regular Mail 
Mr. Pat Garofalo 
CBRE 
2 Tower Center Blvd., 20th Floor 
East Brunswick, New Jersey 08816 
Fax: 732-509-8938 
Email: pasquale.garofalocbrecorn 

Re: Securities and Exchange Commission v. Burton Douglas Morriss, et al, 

No.4:1 2-cv-00080-CEJ 

Dear Sirs: 

The purpose of this letter is to advise you that I was appointed as the receiver ("Receive?') of 

Acartha Group, LLC, Acartha Technology Partners, L.P., MIC VII, LLC, and Gryphon Investments UI, 

LLC (the "Receivership Entities") on January 17, 2012. A copy of the Order Appointing Receiver is 

enclosed for your review. Additional information, including the First Interim Status Report of the 

Receiver, is available to you through the Acartha Group weblink at www.thornpsoncobu.rn.com. 

The role of the Receiver is to, among other things, administer and manage the affairs, funds, 

assets, choses in action and other property of the Receivership Entities, marshal and safeguard the 

Receivership Entities' assets, and take all necessary actkms for the protection of iii tur. The Ree ver 

is empowered by the Court with afl the powers and authorities previously possessed by the managing 

member(s) and/or the managing partner(s) of the Receivership Entities (see Order Appointing Receiver, 

p.8). Furthermore, the Receiver is authorized, solely and exclusively, to manage the businesses and 

financial affairs of the Receivership Entities (see Order Appointing Receiver, p.8). The Receiver will file 

periodic reports with the Receivership Court, including a report reflecting the existence and value of the 

assets of the ReceIvership Entities and the extent of the liabilities of the Receivership Entities. 

My preliminary review of the books and records of the Receivership Entities revealed that 

Acartha Group, LLC entered into a lease with Tower Center II Investment Group, L.L.C. (the 

"Landlord") on or about May 31, 2006 (the "Lease") with respect to the property known as Two Tower 

One US Bank Plaza 

St. Louis, Missouri 63101 

314-552-6000 

FAX 314-552-7000 

www.thompsoncoburn.com 

ClaireM. Schenk 
3 14-552-462 
acarthaxeceivership@ 
thompsoncobum.com 

Chicago St. Louis Southern illinois Wastiingtofl, I). 

Case: 4:12-cv-00080-CEJ   Doc. #:  77-3    Filed: 02/22/12   Page: 2 of 13 PageID #: 3090



February 14, 2012 
Page 2 

Center, 20th Floor, East Brunswick, New Jersey 08817 (the "Leased Premises"). Pursuant to the 

authority the Court has vested in me under the January 17, 2012 Order, please be advised that the lease is 

set aside and tenninated. Any deposit and other property of the Receivership Entities obtained by you 

relative to the Lease should be immediately surrendered to the Receiver and a complete accounting of 

such property provided. 

To the extent you determine that you have a claim which you would like to pursue in the 

Receivership Court, please see the enclosed Notice to Creditors. At the appropriate point in time, this 

notice will be sent to known creditors of the Receivership and as otherwise directed by the Receivership 

Court. Also, please periodically check the Acartha Group weblink at www.thompsoncoburn.com, as 

information on the submission of claims will be posted at that weblink as such information becomes 

available. 

Subject to the direction and approval of the Court, my plan is to inventory and collect all 

Receivership property at the Leased Premises and prepare such property for removal and auction. I 

intend to have one or more agents on-site at the Leased Premises to remove all paper documents and 

electronic data and to ready the remaining Receivership property for auction, sale and removal. Because 

we plan to seek Court approval of this activity, I cannot provide you with an exact date as to when all 

Receivership property wilt be removed from the Leased Premises, but I assure you that we are working 

diligently to remove all such property as quickly as possible. 

Please let us know as soon as possible what moveablo or removal property, if any, you claim as 

property of the Landlord, so that I may make appropriate arrangements regarding the property. Feel free 

to call me at (314) 552-6264 with any questions you may have regarding this matter. Thank you in 

advance for your cooperation and assistance 

Very truly yours, 

Thompson Coburn LLP 

Claire M. Schenk 

Enclosures 

cc: Via Federal Express 
Scarini & 1-Joltenbeck, LLC 
1100 Valley Brook Avenue 
P.O. Box 790 
Lyndhurst, New Jersey 07071-0790 
Attention: Victor B, Kinon, Esq. 
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UNITED STATES DISTRICT COURT 
EASTERN DISTRICT OF MISSOURI 

CASE NO. 

SECURITIES AND EXCHANGE COMMISSION, 

Plaintil'f, 
V. 

BURTON DOUGLAS MORRJSS., 
ACARTHA GROUP, LLC, 
MIC VII, LLC 
ACARTHA TECHNOLOGY PARTNERS, LP, and 
GRYPHON INVESTMENTS III, LLC, 

Defendants, and ) 
) 

MORRISS HOLDINGS, LLC, ) 
) 

Relief Defendant. ) 

) 

ORDER APPOINTING RECEIVER, 

WHEREAS, Plaintiff Securities and Exchange Commission has flied an emergency motion 

for the appointment of a Receiver over Defendants Acartha Group, LLC; MIC VII, LLC; Acartha 

Technology Partners, 12 ("ATP"); and Gryphon Investments III, LLC (collectively, the 

"Investment Entities"), with full and exclusive power, duty and authority to: administer and 

manage the business affairs, funds, assets, chases in action and any other property of the Invstz ent 

Entities; operate as the sole and exclusive managing member or partner of the Investment 

Entities; maintain sole authority to administer any and all bankruptcy cases in the manner 

determined to be in the best interests of the estates of Acartha Group, MIC VII, AT!', and 

Gryphon Investments; marshal and safeguard all of the assets of the Investment Entities and take 

wflatever actions are necessary tor me protection of rnvestors 

Case: 4:12-cv-00080-CEJ   Doc. #:  77-3    Filed: 02/22/12   Page: 4 of 13 PageID #: 3092
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WILEREAS, the Commission has made a sufficient and proper showing in support of the 

relief requested by evidence demonstrating aprimafacie case of violations of the federal securities 

laws by Acartha Group, MIC VU, ATP, and Gryphon Irivestuients; 

W1JS, the Co mis&cm has nabnutt4 th credentials of a caThti%Zt to b appointe&% 

as Receiver of all of the assets, properties, books and records, and other items of Acartha Group, 

MIC VII, ATP, arid Gryphon Investments, including any properties, assets and other items held in 

the name of Acartha Group, MIC VII, ATP, and Gryphon investments, and the Conunission has 

advised the Court that this candidate is prepared to assume this responsibility if so ordered by the 

Court; 

NOW, T14EFORE, IT IS ORDERED AND ADJUDGED that 

(4jp.. 1t{. iJe.tL is hereby appointed the Receiver over Martha Group, 

MIC VII, ATP, and Gryphon Investments and each of their subsidiaries, successors and assigns, 

and is hereby authorized, empowered, and directed to: 

I. Take immediate possession of all property, assets and estates of every kind of the 

Investment Entities whatsoever and wheresoever located, including but Dot limited to all offices 

maintained by the Investment Entities' rights of action, books, papers, data processing records, 

evidences of debt, bank accounts, savings accounts, certificates of deposit, stocks, bonds, debentures 

and other securities, mortgages, furniture, fixtures, offIce supplies and equipment, and all real 

property of the Investment Entities, wherever situated, and to administer such assets as is required 

in order to comply with the directions contained in this Order, and to hold all other assets pending 

further order of this Court; 

2. Investigate the manner in which the aflaim of the Investment Entities were 

conducted and institute such actions and legal proceedings, for the benefit and on behalf of the 

2 

Case: 4:12-cv-00080-CEJ   Doc. #:  77-3    Filed: 02/22/12   Page: 5 of 13 PageID #: 3093



Case: 4:12-cv0008O-CEJ Doc. #: 16 Filed: 01/17/12 Page: 3 of 9 PagelD #: 1303 

.. . II 41d0 I .III.1I I. S II. 

Investment Entities and their investors and other creditors as the Receiver deems necessary 

against those individuals, corporations, partnerships, associations and/or unincorporated 

organizations which the Receiver may claim have wrongfully illegally or otherwise improperly 

misappropriated or transferred money or other proceeds directly or indirectly traceable from 

employees, affiliates, subsidiaries, or any persons acting in concert or participation with them, or 

against any transfers of money or other proceeds directly or indirectly traceable from investors in 

Acartha Group, MIC VII, All', and Gtyphon Investments; provided such actions may include, 

but not be limited to, seeking imposition of constructive mists, disgorgement of profits, recovery 

and/or avoidance of fraudulent transfers under Missouri Statute § 428.005, et. seq. or otherwise, 

rescission and restitution, the collection of debts, and such orders from this Court as may be 

necessary to enforce this Order; 

Present to this Court a report reflecting the existence and vaLue of the assets of the 

Investment Entities and of the cxtent of liabilities, both those claimed to exist by others and those 

the Receiver believes to be legal obligations of the Invesiment Entities; 

Appoint one or more special agents, employ legal counsel, actuaries, accountants, 

clerks, consultants and assistants as the Receiver deems necessary and to fix and pay their 

reasonable compensation and reasonable expenses, as well as all reasonable expenses of taking 

possession of the assets and business of the Investment Entities and exercising the power granted 

by this Order, subject to approval by this Court; 

Engage persons in the Receiver's discretion to assist the Receiver in carrying out the 

Receiver's duties and responsibilities, Including, but not Limited to, the Utiited States Marshal's 

Service or a private security firm; 

3 
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Defend, compromise or settle legal actions, including the instant proceeding, in 

which Acartha Group MIC VII, ATP, or Gryphon Investments or the Receiver are a party, 

commenced either prior to or subsequent to this Order, with authorization of this Court; except, 

however, in actions where Acartha Group, MIC VII, ATP, or Gryphon Lnvestinents is a nominal 

party, as in certain foreclosure actions where the action does not effect a claim against or adversely 

affect the assets of Acartha Gre . MIC VII ATP or p hon Investments, the Receiver in tIle 

appropriate pleadings at the Receiver's discretion. The Receiver may waive any attorney-client or 

other privilege held by Acertha Group, MIC VII, ATP, and Gryphon Investments; 

Assume control of, and be named as authorized signatory for, all accounts at any 

bank, brokerage finn or financial institution which has possession, custody or control of any 

assets or funds, wherever situated, of Acartha Group, MIC VII, ATP, and Gryphon Investments 

and, upon, order of this Court, of any of their subsidiaries or affiliates, provided that the Receiver 

deems it necessary; 

%. Make or aunorize such payments and disbursements from the iunds and assets 

taken into control, or thereafter received by the Receiver, and incur, or authorize the incuirence 

of, such expenses and make, or authorize the making of, such agreements as may be reasonable, 

necessary, and advisable in discharging the Receiver's duties; 

9, Have access to and review all mail of' Martha Group, MIC VU, ATP, and Gryphon 

Investments (except for mail that appeax on its face to be purely personal or attorney-client 

privileged) received at any office or address of Acartha Group, MIC VU, AlP, and Gryphon 

Jnvestinents. 

IT IS FURThER ORDERED AND ADJUDGED that, in connection with the 

appointment of the Receiver provided for above: 

4 
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Acartha Group, MIC VII, AT?, and Gryphon Investments, and all of their 

directors, officers, agents, employees, attorneys, attorneys-in-fact, shareholders, and other persons 

who are in custody, possession, or control of any assets, books, records, or other property of the 

Investment Entities shall deliver forthwith upon demand such property, money, books and records 

to the Receiver, and shall forthwith grant to the Receiver authorization to be a signatory as to all 

accounts at banks, brokerage finns or financial institutIons which have possession, custody or 

control of any assets or funds in the name of or for the benefit of the Investment Entities; 

All banks, brokerage firms, financial institutions, and other business entities 

which have possession, custody or control of any assets, funds or accounts in the name of, or for 

the benefit of, Acartha Group, MIC VII, ATP, or Gryphon Investments or the Defendants shall 

cooperate expeditiously in the granting of control and authorization as a necessary signatory as to 

said. assets and accounts to the Receiver; 

Unless authorized by the Receiver, Martha Group, MIC VII, AT?, and Gryphon 

Investments, and their principals shall take no action, nor purport to take any action, in the name of 

or on behalf of the Investment Entities; 

Acartha Group, MIC VII, ATP, and Gryphon Investments, their principals, and 

their respective officers, agents, employees, attorneys, and attorneys-in-fact, shall cooperate with 

and assist the Receiver, inchicling, if deemed necessary by the Receiver, appeaiing fur deposition 

testimony .tpon two days notice (by facsimile), and producing documents upon two days notice, 

while the Commission's request for an asset freeze is pending. Acartlia Group, MIC VU, AT?, 

and Gryphon Investments and their principals and respective officers, agents, employees, attorneys, 

and attorneys-in-fact shall take no action, directly or indirectly, to hinder, obstruct, or otherwise 

interfere with the Receiver in the conduct of the Receiver's duties or to interfere in any manner, 

5 
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óirec1y or inclirecly, with the custody, possession, management, or control by the Iteceiver o the 

funds, assets, premises, and choses in action described above; 

The Receiver, and any counsel whom the Receiver may select, are entitled to 

reasonable compensation from the assets now held by or in the possession or control of or which 

may be received by Acartha Group, MIC VII, ATP, and (3iyphon Investments; said amount or 

amounts of compensation shall be commensurate with their duties and obligations under the 

circumstances, subject to approval of the Court, subject to the conditions of Paragraph 26; 

During the period of this receivership, all persons, including creditors, banks, 

investors, or others, with actual notice of this Order, are enjoined from filing a petition for relief 

under the United States Banlmrptcy Code without prior permission from this Court, or thtn in any 

way disturbing the assets or proceeds of the receivership or from prosecuting any actions or 

proceedings which involve the Receiver or which affect the property of Acartha Group, MIC VII, 

ATP, and Gryphon Investments; 

The Receiver is fully authorized to proceed with any tiling the Receiver may deem 

appropriate under the Bankruplcy Code as to Acartha Group, MIC VU, AT?, and Gryphon 

Investments 

Title to all property, real or personal, all contracts, rights of action and all books 

and records of the Investment Bntities and their principals, wherever located within or without 

this state, is vested by operation of law in the Receiver; 

Upon request by the Receiver, any company providing telephone services to 

Martha Group, MIC VII, ATP, and Gryphon Investments shall provide a reference of calls from 

any number presently assigned to the Investment Entities to any such number designated by the 

Receiver or perform any other changes necessary to the conduct of the receivership; 

6 
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19. Any entity furnishing water, elocuic, telephone, sewage, garbage or trash removal 

services to Acartha Group, MIC VII, ATP, and Gryphon Investments shall maintain such service 

and transfer any such accounts to the Receiver unless instructed to the contrary by the Receiver; 

20, The United States Postal Service is directed to provide any information requested by 

the Receiver regarding Acartha Group, MIC VU, ATP, and Gryphon Investments and to handle 

future deliveries of the mail of Acartha Group, MIC VII, ATP, and Gryphon Investments as 

directed by the Receiver; 

No bank, savings and loan associatirn, other financial institution, or any other 

person or entity shall exercise any form of set-off; alleged set-off, lien, or any form of self-help 

whatsoever, or refuse to transfer any funds or assets to the Receiver's control without the permission 

of this Court; 

No bond shall be required in comtioa with the ointment. f the Receiver. 

Except for an act of gross negligence or greater, the Receiver shall not be liable for any loss or 

damage incurred by Acartha Group, MIC VU, ATP, and Gryphon investments, or by the 

Receiver's officers, agents or employees, or any other person, by reason of any act performed or 

omitted to be performed by the Receiver in connection with the discharge of the Receiver's duties 

and responsibilities; 

Service of this Order shall be sufficient if made upon Martha Group, MIC VII, 

ATP, and Gryphon Investments and their principals by facnile or overnight courier, 

In the event the Receiver discovers that funds of persons who have invested in 

Acartha Group, MIC VIE, AT?, and Gryphon Investments or have been transferred to other 

persons or entities, the Receiver shall apply to this Court for an Order giving the Receiver 

7 
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possession of such funds and, if the Receiver deems it advisable, extending this receivership over 

any person or entity holding such investor funds; 

25, This Court shall retain jurisdiction of this matter for all purposes. 

26. The Receiver shall file applications with this Court for fees and costs for himself 

li II , II 4 I .:,, 

include itemized and detailed bills for all fees sought, and receipts or other appropriate 

documvntetion for all expenses and costs sought Simultaneously with filing the fee 

applications, the Receiver shall file a quarterly report with the Court detailing actions taken and 

results achieved in the previous quarter. At least 10 days before filing any fee application with 

the Court, the Receiver shall submit a draft of the application for review to the Securities and 

Exchange Commission, 

IT IS FURTHER ORDERED AND ADJUDGED that the Court has jurisdiction to 

determine the effect of any bankruptcy proceeding may have on this matter. 

IT IS FURTHER ORDERED AND ADJUDGED that the automatic stay provision.s of 

11 U.S.C. § 3 62(a) do not apply to this matter and the equitable relief requested by the 

Commission. 

IT IS FURTHER ORDERED AND ADJUDGED that the Receiver is authorized, 

solely and exclusively, to operate and manage the businesses and financial affairs of Defendant 

Acartha Group, MIC VII, ATP, and Ojyphon investments and the Receiver Estates. 

IT IS FURTHER ORDERED AND ADJUDGED that the Receiver shall succeed to all 

rights and powers of managing member and/or managing partner of Acartha Group, MIC VII, 

ATP, and Gryphon lnvesiznents and shall have the sole and exclusive tight and authority to take 

all actions necessary in such capacity, including, but not limited to, filing bankruptcy petitions on 

8 
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behalf of Acartha Group, MIC VU, ATP, and Gryphon Investments and to act as debtor-in- 

possession, subject to further order of the Bankruptcy Court. 

DONE AND ORDERED this iL day of January, 2012, in , viissoori 

Copies to: 

Adam L. Schwartz, Esq. 
Robert K. Leveuson, Esq. 

9 
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THOMPSON COBURN LLP 

Re: Securities and Exchange Commission v. Burton Douglas Morriss1 et cii 

No. 4:1 2-v-0008O-CEJ 

To All Potential Creditors of Acartha Group, LLC, MIC VU, LLC, Acartha Technology 

Partners, LP and Gryphon Investments III, LLC (collectively, the "Receivership Entities"): 

This letter will serve to provide you with formal notice of the above-referenced Receivership 

proceeding. A copy of the Order Appointing Receiver entered January 17, 2012 by the U.S. 

District Court for the Eastern District of Missouri in Civil Action No. 4: 12-cv-00080-CEJ is 

enclosed for your review and should be kept in your files. The role of the Receiver is to, among 

other things, administer and manage the affairs, funds, assets choses in action and other property 

of the Receivership Entities, marshal and safeguard the Receivership Entities' assets, and take all 

necessary actions for the protection oinvestors, 

The Receiver is empowered by the Court with all the powers and authorities previously 

possessed by the managing member(s) andlor the managing partner(s) of the Receivership 

Entities. The Receiver will file a report with the Receivership Court reflecting the existence arid 

value of the assets of the Receivership Entities and the extent of the liabilities of the 

Receivership Entities. Information on the submission of claims will be provided to you at a later 

time. 

Please feel free to contact me if you have any questions or concerns regarding these issues. 

Thank you in advance for your assistance with this important matter. 

Sincerely, 

Claire M. Schenk as Receiver for 
Martha Group, LLC, MIC VII, LLC, 
Acartha Technology Partners, LP and 
Gryphon investments III, LLC 

Chicago St. Louis Southern illinois Washington, D.C. 

One US Bank Plaza 

St. Louis, Missouri 63101 

314.552-6000 

AX 314-552-7000 

rw.thmpson*oburir.eam 
Claire M. Schenk 
314-552-6152 
acarharecvehip 
thompsancobumcom 
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Chicago St. Louis Southern Illinois Washington, D.C. 

THOMPSON COBURNLLP One US Bank Plaza 

St. Louis, Missouri 63101 

314-552-6000 

x 314-552-7000 

www.thompsoncoburn.com 

February 20, 2012 Claire M. Schenk 
314-552-6152 

acartha.receivership@ 
thompsoncoburn.com 

VIA EMAIL AND REGULAR MAIL 
Victor E. Kinon, Esq. 
Scarini & Hollenbeck, LLC 
1100 Valley Brook Avenue 
P.O. Box 790 
Lyndhurst, New Jersey 07071-0790 

Re: Securities and Exchange Commission v. Burton Douglas Morriss, et al. 
No. 4: 12-cv-00080-CEJ 

Dear Victor: 

Thank you for taking the time to speak with me last week to discuss the details 
pertaining to the lease. You described several concerns following your receipt of my 
letter of February 14, 2012. First, as I mentioned to you in my email of last Friday, we 
are willing to make the property available so that you may show it to prospective tenants. 
As you know, we did change the locks but the security guard for the building has a key 
and will allow you access. Will you please keep me informed as you show the property 
so that we know any prospective tenants shown the space are visitors there for a 
legitimate and approved purpose? 

Two, you requested background information and legal authority pertaining to this 
Receivership matter. Under the Order, which is enclosed for your reference, I have the 
authority, and the obligation, to take immediate possession of all property, assets and 
estates of every kind of the Investment Entities whatsoever and wheresoever located..." 
(J 1), to "administer such assets as is required to comply with the directions" in the 
Receivership Order (IJ 1), and to "marshal and safeguard all of the assets of the 
Investment Entities" and "take whatever actions are necessary for the protection of 
investors." As a general matter, federal receivers are allowed to exercise broad powers in 
administering, retrieving, and disposing of assets belonging to the receivership." S.E.C. 
v. Ross, 504 F.3d 1130, 1145 (9th Cir. 2007). Thus, I possess the inherent power to 
reject executory contracts and leases as an equity receiver under common law. A 
receiver does not become liable, by virtue of his appointment, upon the covenants and 
agreements of the receivership entities. Sunflower Oil Co. v. Wilson, 142 U.S. 313, 322 
(1892). The "doctrine of abandonment" gives equity receivers the power to reject 
unprofitable leases and contracts. In re Unishops, Inc., 422 F. Supp. 75, 79 (S.D.N.Y. 
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Victor E. Kinon, Esq. 
February 20, 2012 
Page 2 

1975) (citing U.S. Trust Co. v. Wabash Western Ry., 150 U.s. 287, 299 (1893)). 
Moreover, a receiver is entitled to hold possession of leased premises for a reasonable 
time to determine whether to adopt or reject the lease without becoming bound by it. In 
re Mallow Hotel Corp., 17 F. Supp. 872, 873 (M.D. Perm. 1937) (internal citations 
omitted). 

Three, we are moving forward as quickly as possible to completely vacate the 
property. Documents, records and computer equipment have been removed. In response 
to your concerns regarding an auction at the premises, we are pursuing an offsite auction 
and moving forward with arrangements as appropriate. 

Please feel free to call me if you have other questions or concerns regarding this 
matter. 

Very truly yours, 

Thompson Coburn LLP 

By 
Claire M. Schenk 

Enclosure 

Case: 4:12-cv-00080-CEJ   Doc. #:  77-4    Filed: 02/22/12   Page: 2 of 2 PageID #: 3103



February 17, 2012 

Mr. Wynne Morriss 
71 Overlook Road 
Hastings on Hudson River, New York 10706 

Catherine Hanaway 
The Ashcroft Group, LLC 
222 South Central Avenue, Suite 110 
St. Louis, MO 63105 

Re: Securities and Exchange Commission v. Burton Douglas Morriss, et al. 
No. 4: 12-cv-00080-CEJ 

Dear Counsel: 

As you are aware, Acartha Group, LLC, Acartha Technology Partners, L.P., MIC VII, 
LLC, and Gryphon Investments III, LLC (the "Receivership Entities"), currently lack sufficient 
funds to continue the May 31, 2006 (the "Lease") with Tower Center II Investment Group, 
L.L.C. (the "Landlord"). The Lease pertains to the property known as Two Tower Center, 20th 
Floor, East Brunswick, New Jersey 08817 (the "Leased Premises"). We are currently in the 
process of making arrangements to vacate the Leased Premises and to return possession to the 
Landlord. Subject to the direction and approval of the Court, we will collect all Receivership 
property at the Leased Premises for removal, auction and sale. We will retain custody and 
control of documents and other records. 

My current understanding is that the Leased Premises contains only Receivership 
property. If you are aware of information to the contrary, please immediately provide me with: 
a detailed description of the item; and the name and contact information of the owner of the 
property. We are also attempting to discontinue all services no longer needed at the office, e.g., 
phone and computer services and to provide claims information at the appropriate point in time. 
Any information you are able to provide regarding the name and contact information for relevant 
service providers, vendors and any other entities or individuals having an ongoing relationship 
with the Leased Premises is requested. 

Chicago St. Louis Southern Illinois Washington, D.C. 

Claire M. Schenk 
314-552-6462 
acartha.receivership@ 
thompsoncobum.com 

Mr. Robert Zito 
Carter Ledyard & Milburn LLP 
2 Wall Street 
New York, NY 10005-2072 

JoAnn Trog 
Menees, Whitney, Burnet & Trog 
121 West Adams Avenue 
Saint Louis, Missouri 63122 

THOMPSON COBURNLLP One US Bank Plaza 

St. Louis, Missouri 63101 

314-552-6000 

FAX 314-552-7000 

www.thompsoncoburn.com 
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February 17, 2012 
Page 2 

Thank you in advance for your cooperation and assistance. 

Very truly yours, 

Thompson Coburn LLP 

I, "p 

By 

Claire M. Schenk 

4? 
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February 22, 2012 

ATIN: Claire M. Schenk Receiver 
Acartha Group, LLC et al. Claire M. Schenk Receiver 

Thompson Coburn LLP 

1909 K Street N.W. Suite 600 
Washington, D.C. 20006-1167 

To Whom It May Concern; 

As per our discussion I am pleased to provide the following agreement for your review as it 
relates to The Acartha Group LLC. 

Bestbuyauctioneers.com will provide the following services: 

Removal, packing/wrapping, and inventory of office contents located at the 20t Floor, 

Two Tower Center, East Brunswick NJ 08816. 

Transportation of contents to our auction center located at 503 King Georges Road, 

Wood bridge, New Jersey. 

Bestbuyauctioneers.com will also provide auction services as listed below: 

All marketing and advertising costs in reference to above sale including but not limited 

to Newspaper, Internet, E-mail, and Text on demand services at a cost of $750.00. 
All labor necessary to set up and conduct sale including clerical, security and general 

labor. 
Conduct sale, record all sales, process invoices and collect outstanding balances. 

FEE FOR AUCTION SERVICES 20% of Total Sales Proceeds 

Please indicate your acceptance of these terms by signing and returning this agreement via fax 

at your earliest convenience. 

Joseph Benigno 

ACCEPTED BY: 

Date 
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Item Description Item Amount

2-drawer plastic file cabinet 1

4-drawer file cabinet, black 4

Black (leather) couch 1

Black (leather) side chair 2

Black and Decker coffee maker 1

Charcoal (leather) love seat 1

Charcoal (leather) side chair 2
Cisco Router 1

Computer screen 2

Computer screen (Lenovo ThinkVision) 1

Computer speaker set (Sony Srs-Z750) 1

Conference table (2 parts w/ panel on pillar) 1
Credenza (light wood) 2

Dell desktop printer (DELL 1710n) 1

Dell fax/printer/scanner machine 1

DELL Keyboard 1

Dell printer (DELL 1710) 1

DELL Projector (Model No.: 2400 MP) 1

Dell speaker set 1

Desk lamp 1

Desktop printer (XEROX Phaser 6180) 1

DLink Wireless Broadband 2.4GHz Router 1

Estate dishwasher 1

Fellows shredder 1

Free weights mult.

Gateway computer screen 1

GE microwave 1

Glass-topped coffee table 1

Glass-topped round side table 2

Guest chair 13

Herman Miller chair (newer versions) 11

Herman Miller office chair 7

Hitachi flat screen TV 1

HP Photo Printer 1

HP printer 2
In Box Pioneer PDP-S41 Speaker System (Not open) 1
In Box Pioneer PDR Table Top Stand (Not open) 1
Jura coffee maker 1

Keyboard 2

Keyboard (Logitech) 3

Light fixtures 2

Logitech Mouse 2

Personal Property Inventory

EXHIBIT G
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Item Description Item Amount

Low coffee table 1

Metal framed shelving units 2

Misc. gym equipment mult.

Misc. kitchen equipment (plates, stemware, etc.) mult.

Misc. office accessories mult.

Misc. office supplies mult.

NetGear Ethernet switch 1

Office chair, black, swivel 3

Pioneer flat screen TV 1

Potted floor plant (silk) 3

Potted plant (silk) 1

Sameas router 1

Samsung LCD TV/Monitor (Syncmaster 940 mw) 1

Sectional desk (light wood) 7

Sharp flat screen TV 1

Shredder (Staples) 1

Side chair, grey/black 1

Small sectional l-shaped desk 1

Solar Charger 1

Storage cabinet 1

Summit refrigerator 1

Tall bar chair 4

Tall oval table 1

Telephone (Polycom) 9

Vectra Universal weight machine 1

White wall board 1

Xerox desktop scanner (Documate 632) 2
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