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This report covers the activities of the Receiver1 since the inception of the 
receivership.  This is the second Report to the Court on the progress of the 
receivership.  It does not constitute an audit of financial condition and is intended only 
to provide information for use by the Court in assessing progress of the receivership. 

Overview 

In its first report to the Court, the Receiver described a number of accounting 
irregularities and the false financial information Forex Liquidity, LLC (FXLQ) 
provided to its regulators and customers.  Based on the information available at the 
time of filing the first report, the Receiver concluded that FXLQ was undercapitalized 
from April 2007.  As will be described in more detail in this report, the Receiver’s 
additional investigation shows that FXLQ’s pattern of deceit and presenting fraudulent 
financial statements dates back to September 2006, just eight months after FXLQ 
commenced operations. 

This report will also describe additional discovery undertaken by the Receiver, which 
uncovered an additional series of undocumented or unexplained financial transactions. 
Many of these transactions were conducted between FXLQ and previously unknown 
entities, which were either owned by or affiliated with Robert Gray.  These 
transactions negatively impacted FXLQ’s capital position at an earlier date than 
originally detailed in the Receiver’s first report.  In addition, this report will update the 
Court on the Receiver’s progress in resolving some of the outstanding issues between 
FXLQ and others that existed at the time of the first report and will update the Court 
about other issues addressed in the first report.  This report will also discuss a cash 
shortfall that now exists for creditors of the Receivership Estate. 

                                                 
1 Reference to the Receiver in this report means the Receiver, the Receiver’s deputies, its staff, and its counsel. 
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The Alleged Bond 

The Receiver’s first report discussed in detail the circumstances involving the 
$50,000,000 bond recorded as an asset on FXLQ’s balance sheet.  Subsequent to the 
first report, the attorney representing Ronald Stein, the majority owner of Malory 
Investments, LLC (Malory), replied to a series of questions the Receiver posed to 
Malory on January 14, 2008.  A copy of the Receiver’s request and Mr. Stein’s 
responses are under Tab 1.  The Receiver categorized the Alleged Bond as a sham 
transaction in its first report.  Mr. Stein’s responses to the Receiver’s questions further 
support the Receiver’s findings that this was a sham transaction. 

With respect to the Receiver’s question regarding an entry on Malory’s customer 
statement showing that $6,200,000 of the Alleged Bond was sold for $6,192,250 and 
the funds were deposited into FXLQ’s account with Malory, Mr. Stein replied: 

“There is no general ledger for Malory Investments, LLC (“Malory”) referencing the approximately 
$6,192,000, as it does not appear on Malory’s books.  The referenced “Malory Investments” account 
statement was not prepared by Mr. Stein, but was received from SIT.” 

With respect to the Receiver’s request for documentation regarding Malory’s customer 
statement showing that $39,603,298.55 was deposited into the Investment Account 
from the sale of the Alleged Bond on November 29, 2007, Mr. Stein replied: 

“With regard to Item A under Attachment 2, reflecting the conversion of a Bond into a Money 
Market account, it is not on Malory’s books.” 

With respect to the Receiver’s request for documentation regarding Malory’s customer 
statement showing that $47,800,000 was transferred out of the Investment Account to 
Commonwealth Brokerage, Mr. Stein replied: 

“With regard to Item B under Attachment 2, the Commonwealth transaction ($47,800,000) did not 
take place and is not reflected on Malory’s books.  The referenced “Malory Investments” account 
statement was not prepared by Mr. Stein, but was received from SIT.” 

SIT as referred to by Mr. Stein represents Swiss Imperial Trust A.G., the entity that 
allegedly granted the $50 million loan to Robert Gray on February 22, 2007 in the form 
of a bank bond as described in the Receiver’s first report to the Court.   

On October 13, 2006, Robert Gray paid from his personal bank account the sum of 
$50,000 to Dr. Arndt, the Trustee of SIT.  TMA III LLC, a company owned by one of 
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the members of Malory as described below, received $48,960 from SIT between 
October 17, 2007 and December 7, 2007.  See documents attached under Tab 22. 

Disputes between Robert Gray, the 95% Owner of FXLQ, and Third 
Parties 

Interbank FX Claim 

In its first report, the Receiver described a dispute between Mr. Gray and Interbank 
FX.  Subsequent to that report, the Receiver was provided further information by Mr. 
Gray’s attorney and by Interbank FX for evaluation.  The Receiver also participated in 
meetings with Mr. Gray’s attorney and Interbank FX.  Both Mr. Gray’s attorney and 
Interbank FX presented the Receiver with documents and other information to 
support their respective positions.  After extensive analysis and based on all of the 
information presented to the Receiver, the Receiver believes the claim of Interbank FX 
is correct and the liability of FXLQ to Interbank FX is $10,553,062.27. 

Forex Asia International Corp. Claim 

In the Receiver’s first report, the Receiver identified $1,516,950.30 as a contingent 
liability to Forex Asia International Corp. (Forex Asia International) that should have 
been listed on the Weekly NFA Worksheet as of December 14, 2007. 

The response of Robert Gray to the initial report, which he filed on February 15, 2008, 
objected to the Receiver’s identification of this sum as a contingent liability and 
asserted that there was an amendment to an agreement between FXLQ and Forex Asia 
International that was entered into between the parties in the Fall of 2007 and other 
course of conduct occurring during the last two months of 2007 which contradicted 
the Receiver’s initial analysis.  Counsel for Robert Gray also provided the Receiver 
with excerpts from a draft of an unsigned document in support of this position (Tab 
3). 

The Receiver has deposed and obtained verified information from the principal of 
Forex Asia International, and after substantial investigation, the Receiver has 
determined, based upon the information currently at its disposal, that Forex Asia 
International’s claim for earned and unpaid compensation is the sum of $1,216,579.95. 

In addition, Forex Asia International has presented the Receiver with additional claims 
for (a) damages of $917,995.48 for expenses incurred through April 8, 2008, (b) 
$1,310,415 for lost profits through April 2008, (c) $148,348 in additional expenses 
from May 2008, (d) lost profits from May 2008 in the sum of $262,083, (e) legal fees 
and expenses, and (f) damages in an amount to be determined based on FXLQ's 
                                                 
2 The Receiver has redacted certain personal information on the bank statements included under this tab. 
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alleged breach of certain agreements between FXLQ and Forex Asia International.  
The Receiver disputes these claims, and is currently considering either litigation or a 
settlement to resolve these issues. 

 
Payment to William O’Bryan’s Attorney Client Trust Account 

The Receiver’s first report to this Court discussed a $1,067,750 wire transfer on 
November 29, 2007 from FXLQ to William O’Bryan’s attorney-client trust account 
that was recorded on FXLQ’s books as a prepaid legal expense.  Mr. Gray’s attorney 
indicated that the payment was made under the instruction by “Strauss of SITAG” to 
cover accrued and unpaid interest on the Alleged Bond.  Mr. Strauss3 is discussed 
below.  Under Tab 4 is a compilation of William O’Bryan’s bank account prepared by 
the Receiver.  From this account, the following disbursements were made by Mr. 
O'Bryan: 

Between November 29, 2007 and January 31, 2008 Mr. O’Bryan transferred a total of 
$288,740.02 to Rapid Loans, Inc.  On December 24, 2007 Mr. O’Bryan paid $7,000 to 
Roman Hossain, a principal of Rapid Loans, Inc.  The Receiver is continuing to 
investigate the purpose of these payments. 

On November 30, 2007 and December 21, 2007 Mr. O’Bryan transferred $280,000 
and $7,500 respectively to Saint Juste International.  A printout from the Saint Juste 
International website is under Tab 5.  A partial compilation of Saint Juste 
International’s bank account prepared by the Receiver is under Tab 6.  Saint Juste 
International purchased a $40,593.75 Cashier’s Check payable to Tiffany & Co. on 
November 30, 2007.  On December 11, 2007 and February 25, 2008 Saint Juste 
International transferred $15,000 and $9,000 respectively to Rapid Loans, Inc.  The 
Receiver is investigating the payments to and by Saint Juste International. 

On November 30, 2007 Mr. O’Bryan transferred $475,000 to Trillions Capital Group, 
Inc.  The Receiver’s preliminary investigation shows that Trillions Capital Group, Inc. 
is located in Pompano Beach, FL. (Tab 7). The Receiver is investigating the purpose of 
this payment. 

The initial disbursements by Mr. O’Bryan from his client trust account to third parties 
do not appear to be transactions related to a prepaid legal expense or the covering of 
accrued and unpaid interest on the Alleged Bond. 

                                                 
3 The Receiver has not been successful in its efforts to locate Mr. Strauss. 
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Undocumented and Puzzling Financial Transactions 

The following paragraphs describe a series of financial transactions between Robert 
Gray’s entities and entities related to Steve Strauss.  Except for banking details relating 
to FXLQ, all of the information presented is based on public records or from records 
the Receiver obtained by subpoena.  Under Tab 8 is a graph that depicts the 
movement of funds discussed below.  Except for the $1,800,000 funds transferred to 
Forexify International LLC from an unknown individual, all of the transfers of funds 
depicted on the graph and discussed below were originated by FXLQ. 

The known ownership interests of the entities described in the following paragraphs 
are as follows: 

FXLQ    Robert Gray, 95% ownership 

Pro. Fi. S.A.   Robert Gray, 95% ownership 

FX ARB   dba of Robert Gray 

Forexify International LLC Ownership under investigation4   

Multibank FX  LLC  Robert Gray, 100% ownership 

Gray School of Irish Dance 
 LLC    Iris Sharnick5, Member 
 
Mallory Investments LLC Ronald Stein, at least 75% ownership 

 Steve Strauss and two other individuals, ownership  
Unknown 

 
Forex Clearing LLC  Steve Strauss, Member 

    Robert Gray, Member 

TMA III LLC   Steve Strauss, Member 

Zoomoozik LLC  Steve Strauss, Member 

                                                 
4 Mushegh Tovmasyan, a former employee of FXLQ, is the registrant of the Forexify International LLC website. 
5 Ms. Sharnick is Robert Gray’s sister and a 5% owner of FXLQ. 
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Forex Clearing LLC and TMA III LLC 

Under Tab 9 is the Operating Agreement6 of Forex Clearing LLC  (Forex Clearing) 
dated May 9, 2006.  The agreement shows that Steve Strauss and Robert Gray held 
ownership interests of 64.13% and 31.75% in Forex Clearing, respectively. 

On September 22, 2006 FXLQ wire transferred $1,000,000 to Forex Clearing.  
According to Forex Clearing’s bank records, this was the account opening balance.  
Under Tab 10 is a compilation of Forex Clearing’s bank account prepared by the 
Receiver.  On September 28, 2006 FXLQ wire transferred an additional $1,500,000 to 
Forex Clearing.  FXLQ’s books classified the payments totaling $2,500,000 as “funds 
at counterparty”, an asset account. On September 29, 2006, Forex Clearing wire 
transferred $500,000 to FX ARB7, $400,000 to Forexify International LLC (Forexify), 
and $50,000 to Steve Strauss’ personal account. 

On October 2, 2006 City National Bank granted a $900,000 line of credit loan to Forex 
Clearing.  The loan was secured by the $999,982 time certificate of deposit (TCD) 
which Forex Clearing had purchased on September 28, 2006.   

Under Tab 11 is a Credit Memo Comments dated September 28, 2006 and prepared by 
City National Bank that described Forex Clearing as “the company --- formed to make 
short term investments & profitability on behalf of another separate entity called Forex 
Liquidity LLC, owned & operated by Robert Gray.  Forex Liquidity is an investment 
firm for foreign exchange transaction.”  Under Tab 12 is another City National Bank 
Memorandum dated October 18, 2006 that stated “The purpose of FOREX 
CLEARING, LLC has been evolving since developing a relationship with the primary 
investor Forex Liquidity, LLC (Robert Gray).  Forex Liquidity, LLC has asked FOREX 
CLEARING, LLC to help them increase their assets to meet regulatory requirements 
for asset coverage required to grow trading volume for Forex Liquidity.”  The same 
Memorandum also declared that “Steve Strauss stated that there are a lot of companies 
hurting for cash and Forex Liquidity, LLC has the cash, but needs the assets.  The 
more assets that Forex Liquidity has on its financial statements the more investment 
dollars that it can take under management.” 

Forex Clearing’s bank account had a balance of $469,698.10 on October 4, 2006.  On 
October 5, 2006 Forex Clearing’s bank account was credited with the $900,000 loan 
proceeds from City National Bank and wire transferred $1,350,000 to FXLQ, leaving a 
balance of about $19,000 in the account.  City National Bank’s Credit Memo 

                                                 
6 The entire agreement was obtained pursuant to a subpoena issued to City National Bank.  The Receiver has 
included five relevant pages under Tab 9. 

7 On the date of this wire transfer the only source of funds in Forex Clearing’s bank account were the two wire 
transfers from FXLQ. 
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Comments of September 28, 2006 also stated that the loan “will be used for short term 
investment purposes” and that “Mr. Gray felt that this structure will allow Forex 
Clearing to absorb all costs associated with an investment as well as allow them to 
perform.”  As discussed previously, the $900,000 loan was used by Forex Clearing to 
repay FXLQ and therefore, was not used for any investment purposes.  Forex Clearing 
would not need the $900,000 loan proceeds on October 5, 2006 if it had not purchased 
the $999,982 TCD on September 28, 2006.  The primary purpose of the $999,982 
TCD apparently was to control the timing of certain payments.  As detailed under Tab 
10, Forex Clearing withdrew $20,281.48 and $91,630.44 from the TCD on February 
27, 2007 and March 29, 2007, respectively, to cover the negative balances of the 
checking account.  The original maturity date of the $900,000 loan was June 25, 2007 
and Forex Clearing paid off the loan on March 29, 2007 through early withdrawal of 
funds from the TCD.  

On October 10, 2006 FXLQ wire transferred $1,000,000 to Forex Clearing.  On 
October 19, 2006, $960,000 of that $1,000,000 was wire transferred back by Forex 
Clearing to FXLQ.  Forex Clearing wire transferred $16,000 to Steve Strauss on 
October 16, 2006. 

On October 25, 2006 FXLQ and Robert Gray wire transferred $1,000,000 and $50,000 
to United Trust of Switzerland, respectively.  FXLQ’s books classified the $1,000,000 
payment as “funds at prime brokerage”, also an asset account.  On November 10, 2006 
United Trust of Switzerland wire transferred $500,000 to TMA III LLC (TMA).  The 
balance of TMA’s bank account immediately prior to this transfer was $186.318.  On 
November 15, 2006 TMA wire transferred $375,000 to Forex Clearing.   

Prior to the November 15, 2006 receipt of the $375,000 wire transfer from TMA, 
Forex Clearing’s bank account balance was overdrawn by $1,461.20.  On November 
17, 2006 Forex Clearing wire transferred $288,000 to FXLQ and $45,000 to FX ARB.  
There was another $40,000 wire transferred on November 17, 2006 to JW Corp., an 
entity owned by a former FXLQ employee.  At the end of this three-day period in 
November 2006, Forex Clearing’s bank account balance was just over $500.00. 

In its first report to the Court, the Receiver stated that Malory’s books recorded total 
expense reimbursements of $1,015,428.22 by FXLQ.  In addition, Malory’s bank 
statements show that it made net payments of $567,100.00 to TMA between April 3, 
2007 and December 31, 2007.  Ronald Stein represented to the Receiver that TMA was 
performing consulting work for FXLQ and Malory and payments from Malory to 
TMA compensated TMA for such work.  Between March 26, 2007 and June 19, 2007, 
FXLQ also paid consulting fees totaling $85,000.00 to TMA. 

                                                 
8 In November 2006 the only source of funds to TMA’s bank account was the transfer from United Trust of 
Switzerland. 
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On June 12, 2007 TMA received $70,000 from Malory and $35,000 from Steve Strauss’ 
personal account.  The balance of the TMA account immediately prior to these 
transfers was $12,835.20.  On June 12, 2007 TMA wire transferred $35,000 to Lisa 
Carpentier, Robert Gray’s domestic partner.  On June 13, 2007 TMA wire transferred 
an additional $35,000 to Lisa Carpentier.  On July 10, 2007 TMA wire transferred an 
additional $17,000 to Lisa Carpentier.  The primary source of funds for the $17,000 
transfer to Carpentier appears to be Malory. 

TMA paid approximately $288,000 to and received approximately $12,000 from its 
affiliate, Zoomoozik LLC, between January 16, 2007 and March 12, 2008. 

In its first report, the Receiver described financial transactions between FXLQ and 
Pro. Fi. S.A. (Pro Fi), a company formed in the Republic of San Marino in Europe and 
95% owned by Robert Gray.  On May 11, 2007 Pro Fi wire transferred $27,000 to 
TMA. 

TMA received $569,661.97 from Foreign Exchange Clearing & Settlement Company 
Ltd. between February 14, 2007 and September 14, 2007 (Tab 13).  As described 
below, Foreign Exchange Clearing & Settlement Company Ltd. is an affiliate of FXLQ 
located in Switzerland.  

FXLQ’s Recording of Transactions with Forex Clearing LLC and United Trust 
of Switzerland 

Transactions with Forex Clearing LLC 

As described above, FXLQ paid $1,000,000, $1,500,000, and $1,000,000 to Forex 
Clearing on September 22, 2006, September 28, 2006, and October 10, 2006, 
respectively, which totaled $3,500,000.  FXLQ received $1,350,000, $960,000, and 
$288,000 from Forex Clearing on October 5, 2006, October 19, 2006, and November 
17, 2006, respectively, which totaled $2,598,000. 

FXLQ initially recorded the $3,500,000 payments to Forex Clearing’s account at City 
National Bank as “Funds at Counterparty, City National Bank”, an asset account, and 
recorded the $2,598,000 receipts from Forex Clearing’s account at City National Bank 
as “Wire transfer deposits”, a customer liability account.  The $902,000 difference 
between the $3,500,000 payments and the $2,598,000 receipts was ultimately charged 
to loss on forex transactions during the period from September 22, 2006 to April 30, 
2007. 

Under Tab 14 is the ledger sheet of FXLQ showing activities of the general ledger 
account “Funds at Counterparty, City National Bank” for the period from September 
22, 2006 to April 30, 2007.  The ledger sheet shows an account balance of $1,500,000 
at October 31, 2006 and a zero balance at April 30, 2007. 
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The CFTC Glossary defines the term “Counterparty” as “The opposite party in a 
bilateral agreement, contract, or transaction, such as a swap.  In the retail foreign 
exchange (or Forex) context, the party to which a retail customer sends its funds; 
lawful, the party must be one of those listed in Section 2(c)(2)(B)(ii)(I)-(VI) of the 
Commodity Exchange Act.” 

As previously described, the net funds of $902,000 received by Forex Clearing from 
FXLQ were used primarily to pay FX ARB (i.e. $500,000 on September 29, 2006) and 
Forexify (i.e. $400,000 also on September 29, 2006).  Obviously, Forex Clearing made 
these two payments for the benefit of Robert Gray, not for any foreign exchange 
transactions.  In addition, the General Counsel of City National Bank informed the 
Receiver that according to the Operations Manager of City National Bank’s Foreign 
Exchange Department “we have no records of having ever conducted any foreign 
exchange trading at any time with or for either Forex Liquidity LLC or Forex Clearing 
LLC”. 

Based upon the above, the Receiver concludes that as of October 31, 2006, at best, 
FXLQ could only report a receivable due from Forex Clearing in the sum of $288,000 
(which is the amount that FXLQ received back from Forex Clearing on November 17, 
2006).  FXLQ could not legitimately report that these were “funds at counterparty, 
City National Bank”.  Under Tab 15 is an FXLQ Monthly NFA (“National Futures 
Association") Worksheet dated October 31, 2006 and prepared by FXLQ. This 
worksheet shows a $2,000,000 balance for the account “Funds at Counterparty, City 
National Bank #022418440.”  #022418440 is the account number of Forex Clearing’s 
account at City National Bank, which had nothing to do with FXLQ. 

Consequently, for its transactions with Forex Clearing as of October 31, 2006, FXLQ 
falsely reported its relationship with Forex Clearing on both its books and Monthly 
NFA Worksheet and over-stated assets by $1,212,000 on its books (i.e. $1,500,000 less 
$288,000) and $1,712,000 on its Monthly NFA Worksheet (i.e. $2,000,000 less 
$288,000). 

FXLQ also falsely reported to NFA its relationship with Forex Clearing.  Under Tab 
16 are FXLQ’s Weekly Financial Reports for the business weeks ending on September 
29, 2006 and October 27, 2006, which the Receiver obtained from the NFA.  Both 
reports show that total payments to Forex Clearing were listed as Customer Funds on 
Deposit with City National Bank together with other funds held by other 
counterparties.  City National Bank was not a counterparty of FXLQ. 

Transactions with United Trust of Swi zerlandt  

As described above, on October 25, 2006, FXLQ wire transferred $1,000,000 to 
United Trust of Switzerland (UTS).  UTS has an account at Commerzbank in 
Frankfurt, Germany.  Subsequently, UTS wire transferred $500,000 to TMA on 

Page 9 of 16 



November 10, 2006.  FXLQ recorded the $1,000,000 payment to UTS as “Funds at 
Prime Brokerage, Commerez.” 

Under Tab 17 is the ledger sheet of FXLQ showing activities of the general ledger 
account “Funds at Prime Brokerage, Commerez” for the period from October 25, 
2006 to April 30, 2007.  The ledger sheet shows that the account had a balance of 
$1,084,357.90 at October 31, 2006, that FXLQ received $169,898.65 from “Commerz” 
on December 4, 2006, and that the account had a zero balance at April 30, 2007.  The 
Receiver has reviewed the adjusting journal entries shown on the ledger sheet and 
determined that the $830,101.35 difference between the $1,000,000 payment to and the 
$169,898.65 receipt from UTS was ultimately charged to loss on forex transactions 
during the period from October 25, 2006 to April 30, 2007.  

The FXLQ Monthly NFA Worksheet at October 31, 2006 under Tab 15 shows that 
FXLQ had a balance of $1,084,357.90 for an account titled “Funds at Counterparty, 
Commerzbank Frankfurt/Foreign Exchange Clearing and Settlement.”  The 
$1,084,357.90 balance coincides with that of FXLQ’s books. 

As described below, Foreign Exchange Clearing & Settlement is an affiliate of FXLQ 
located in Switzerland.  Therefore, FXLQ’s books and Monthly NFA Worksheet both 
falsely reported FXLQ’s relationship with either Commerzbank or Foreign Exchange 
Clearing & Settlement by claiming that these entities were a counterparty of FXLQ. 

FXLQ also falsely reported to NFA its relationship with either UTS or Foreign 
Exchange Clearing & Settlement.  FXLQ’s Weekly Financial Report for the business 
week ending on October 27, 2006 attached under Tab 16 shows FXLQ had Customer 
Funds on Deposit with Commerzbank Frankfurt together with other funds held by 
other counterparties.  Commerzbank Frankfurt was not a counterparty of FXLQ. 

In addition, since $500,000 of the $1,000,000 paid by FXLQ to UTS on October 25, 
2006 was received by TMA on November 10, 2006, FXLQ, at the best, could only 
report a receivable due from either UTS or Foreign Exchange Clearing & Settlement 
of no more than $500,000.  Consequently, for its transactions with UTS as of October 
31, 2006, both FXLQ’s books and Monthly NFA Worksheet over-stated an asset by 
the sum of $584,357.90 (i.e. $1,084,357.90 less $500,000.00). 

In summary, FXLQ Monthly NFA Worksheet at October 31, 2006 under Tab 15 
shows that FXLQ had excess capital of $718,656.72 after the $1,500,000 Early 
Warning Net Capital Requirement.  After the adjustments of $1,712,000.00 and 
$584,357.90 arising from FXLQ’s transactions with Forex Clearing and UTS, 
respectively, the claimed excess capital of $718,656.72 should have been reduced to a 
deficit of $1,577,701.18 (i.e. $718,656.72 less $1,712,000.00 less $584,357.90). 
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Forexify International LLC 

Under Tab 18 is a compilation of Forexify’s bank account prepared by the Receiver.  
As can be seen from the memo column in the compilation, there were many debit card 
purchases all over the world, including Beijing, Switzerland, and San Marino. The 
opening deposit into Forexify’s bank account was $25,000, which originated from 
FXLQ on May 19, 2006.  Forexify received four wire transfers for about $1,800,000 
from Lee C N Wing (Wing) between August 23, 2006 and August 31, 2006.  The 
Receiver is attempting to determine the location of Wing. 

On August 15, 2006 the balance of Forexify’s bank account was $15,197.59.  The next 
activity on the account was a wire transfer from Wing of $499,972 on August 23, 2006.  
On August 25, 2006 Wing wire transferred another $499,972 to Forexify.  On August 
28, 2006 Forexify wire transferred $900,000 to FXLQ and $100,000 to FX ARB, 
leaving a balance in Forexify’s bank account of $15,071.59.  Wing also wire transferred 
$299,972 and $499,972 to Forexify on August 29, 2006 and August 31, 2006, 
respectively.  On August 31, 2006 Forexify wire transferred $800,000 to FXLQ, leaving 
a balance in Forexify’s bank account of $14,993.099. 

On September 27, 2006 Forexify’s bank balance was $11,214.73.  On September 29, 
2006 Forex Clearing wire transferred $400,000 to Forexify.  On that same day Forexify 
wire transferred $340,000 to FXLQ, leaving a balance in Forexify’s bank account of 
$71,214.73.  Between October 2, 2006 and November 24, 2006 there were many small 
transactions in Forexify’s bank account largely consisting of debit card purchases.  On 
November 27, 2006 FXLQ transferred $60,000 to Forexify.  Between November 27, 
2006 and March 13, 2007 there were no significant transactions in Forexify’s bank 
account.  On March 16, 2007 Multibank FX LLC10 transferred $50,000 to Forexify.  
Under Tab 19 is a document the Receiver obtained from FXLQ’s files which is an 
agreement with a Chinese Introducing Broker.  Recital A of the agreement states that 
Multibank FX LLC is a registered financial institution in the USA and is a member of 
the NFA and is regulated by the CFTC11.  Also, under Tab 19 is printout that shows 
Robert Gray is the General Partner of Multibank FX LLC.  The Receiver confirmed 
with NFA and the CFTC that Multibank FX LLC is not registered or regulated.  On 
August 13, 2007 Forexify wire transferred $50,000 to Commonwealth Land Title 
Insurance.  The Receiver is in the process of obtaining further information on this 
transfer. 

Forexify received $69,975.87 from “Foreign Exchange” on May 31, 2007 (Tab 20).    
The Receiver is continuing to investigate the exact source of these funds. 

                                                 
9 The remaining bank balances referred to above are net of bank charges. 
10 This information is from the Forexify bank statement.  The Receiver has not obtained bank statements for 
Multibank FX LLC. 
11 The Receiver has verified the Chinese characters under Recital A are the exact translation of the English 
version. 
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On August 20, 2007, October 5, 2007, and March 11, 2008, Pro Fi transferred 
$119,975.00, $69,975.00, and $12,939.39, respectively, to Forexify, which totaled 
$202,889.39.  On November 13, 2007 FXLQ transferred $311,000 to Forexify. 

On December 24, 2007 Forexify transferred $45,000 to Lisa Carpentier.  On 
December 24, 2007 Forexify also transferred $50,000 to Jeffrey Slott’s attorney-client 
trust account.  As described below, on February 13, 2008 Mr. Slott turned over to the 
Receiver an accounting of the trust account he maintained for FXLQ.  The $50,000 
payment made by Forexify was not included in the trust accounting turned over to the 
Receiver by Mr. Slott.  The Receiver will conduct further investigation on the $50,000 
payment made by Forexify to Jeffrey Slott’s attorney-client trust account.   

On February 11, 2008 Forexify paid the sum of $192,633.16 for the purchase of a 
condominium unit in San Diego.  Under Tab 21 is a property profile obtained by the 
Receiver.  It appears there is equity of about $200,000 in this property.  The only 
possible source of funds to purchase this property originated from FXLQ. 

 
FXLQ’s Recording of Transactions with Forexify International LLC 

As described above, Forexify paid $2,040,000 in total to FXLQ between August 28, 
2006 and September 29, 2006.  FXLQ recorded the $2,040,000 receipts from Forexify 
during 2006 as “Software & licensing revenue”, which is approximately 51.5% of the 
$3,958,491 reported by FXLQ as its 2006 net income. FXLQ’s audited 2006 Statement 
of Income and Members’ Equity is attached under Tab 22, which reported the 
$2,040,000 receipts from Forexify as “Software licensing fee.”  FXLQ also paid 
software and licensing expense of $371,000 to Forexify between November 27, 2006 
and November 13, 2007. 

Under Tab 23 is an August 27, 2006 communication between Robert Gray and 
Mushegh Tovmasyan, a former employee of FXLQ, in which the plans regarding the 
transfer of FXLQ’s software inventory and operations to Forexify were discussed. 

Under Tab 24 is the ledger sheet of FXLQ showing activities of the various general 
ledger accounts under Property and Equipment.  The Receiver has reviewed FXLQ 
computer software expenditures included in the Property and Equipment accounts and 
noted that FXLQ did not own software inventory for its foreign currency business; 
instead, it paid software licensing fees in 2006 mainly to a software developer in return 
for using the OpenEx Platform.  As discussed in the Receiver’s first report to the 
Court, FXLQ and the software developer entered into a Mutual Release and 
Settlement Agreement effective April 25, 2007, pursuant to which FXLQ was to pay 
the software developer the sum of $4 million between April 26, 2007 and July 25, 2007. 

The Receiver cannot understand how FXLQ could sell a software inventory which it 
did not own to an affiliate and subsequently pay licensing fee expenses to that affiliate, 
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or how FXLQ could transfer the software leasing right to an affiliate with fees 
collected while that affiliate did not pay software licensing fees subsequently to a third 
party but was collecting software licensing fee payments from FXLQ. 

The Receiver will conduct further investigation on the $2,040,000 payments from 
Forexify to FXLQ. 

 
Jeffrey Slott, Esq Trust Account, Foreign Exchange Clearing & Settlement 
Company Ltd., and Forex Exchange Services S.A. 

In its first report the Receiver described a number of payments that were routed 
through Mr. Slott’s trust account resulting in unrecorded liabilities and inflated capital 
shown on FXLQ’s balance sheets presented to regulators and customers.  On February 
13, 2008 Mr. Slott turned over an accounting of the trust account he maintained for 
FXLQ (Tab 25).  On February 25, 2008 Mr. Slott turned over a revised accounting 
(Tab 26). 

Mr. Slott’s original and revised accounting both show a payment of $468,129.47 on 
May 25, 2007 to Harvey Siskind, LLP.  This was a payment on the $4,000,000 legal 
settlement discussed in the first report that was not recorded as a liability on FXLQ’s 
balance sheets during the settlement-payment period.  According to Mr. Slott’s 
accounting, on May 24, 2007 his FXLQ trust account had a zero balance.  On May 25, 
2007 FXLQ wire transferred $230,000 to Mr. Slott.  Additionally, on May 25, 2007 
Foreign Exchange Clearing & Settlement Company Ltd. wire transferred $298,000 to 
Mr. Slott’s trust account (Tab 27).  These were the only sources of funds available to 
Mr. Slott for the payment of the legal settlement.  Foreign Exchange Clearing & 
Settlement Company Ltd. is located in Switzerland and is an apparent affiliate of 
FXLQ.   

Under Tab 28 is a bank document, which shows that Mr. Gray’s personal bank 
account received $59,975.88 from Foreign Exchange Clearing & Settlement Company 
Ltd. on May 25, 2007.  As described previously, FXLQ Monthly NFA Worksheet 
describes FXLQ’s transactions with UTS as “Funds at Counterparty, Commerzbank 
Frankfurt/Foreign Exchange Clearing and Settlement.”  A summary of transactions of 
FXLQ and affiliates with the two Switzerland companies, UTS and Foreign Exchange 
Clearing & Settlement Company Ltd., follows: 
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   Foreign 
   Exchange 
  United Clearing & 
  Trust of Settlement 
  Switzerland Co. Ltd. 

     
 Receipt from (payments to):    
   10/25/06, FXLQ $1,000,000.00   
   11/10/06, TMA     (500,000.00)   
   12/04/06, FXLQ     (169,898.65)   
   $  330,101.35   
     
 Payments to:    
   02/14/07 - 09/14/07, TMA    $(569,661.97) 
   05/25/07, Slott's Client Trust Acct.      (298,000.00) 
   05/25/07, Robert Gray        (59,975.88)
     $(927,637.85) 
 

The above summary indicates that FXLQ made a net payment of $830,101.35 (i.e. 
$1,000,000.00 less $169,898.65) to Switzerland while the affiliates of FXLQ received 
$1,427,637.85 (i.e. $500,000.00 plus $927,637.85) from Switzerland, which leaves the 
source of the $597,536.50 balance (i.e. $1,427,637.85 less $830,101.35) to be identified. 

On April 11, 2008 the Receiver had a discussion with the landlord of an office building 
facility in Panama, Central America.  The landlord informed the Receiver that one of 
the tenants in his facility is Forex Exchange Services S.A.  He further informed the 
Receiver that he had leased the office space to Forex Exchange Services S. A. in May 
2007.  He also told the Receiver that when he was performing due diligence on the true 
owner of this entity he spoke with Robert Gray who confirmed that Forex Exchange 
Services S. A. was owned by Robert Gray. 

Mr. Slott’s original accounting shows an October 22, 2007 entry as “Transfer to Robert 
Gray (FxS)” in the sum of $300,000.  The original accounting also shows a $300,000 
receipt on October 18, 2007 that funded the transfer.  The Receiver has traced this 
$300,000 receipt to FXLQ’s books. 

Mr. Slott’s original accounting shows an October 31, 2007 entry as “Transfer to Robert 
Gray (FxS)” in the sum of $2,700,500. The original accounting also shows a deposit of 
$2,699,975 on October 31, 2007 from an unidentified source that funded the transfer.  
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Neither of these entries, except for a $585 entry as “Transfer to Robert Gray (FxS)” 
appears on the revised accounting and Mr. Slott has taken the position they are 
privileged.  The Receiver will continue to investigate this issue and other issues raised 
by Mr. Slott’s accounting. 

As to the October 22, 2007 entry as “Transfer to Robert Gray (FxS)” in the sum of 
$300,000, Mr. Slott provided the Receiver with a copy of the wire transfer information 
contained on his bank statement (Tab 29).  The $300,000 wire transfer was to Forex 
Exchange Service S.A. in Panama.  The ultimate disposition of this $300,000 and 
perhaps an additional $2,700,000 is unknown at this time. 

Gray School of Irish Dance LLC

Under Tab 30 is a schedule of receipts totaling $251,500 that the Gray School of Irish 
Dance received from FXLQ, FX ARB, Robert Gray, TMA, and Forexify between 
April 21, 2006 and December 24, 2007.  As the source of all of these funds was FXLQ, 
it is perplexing why payments to the Gray School of Irish Dance were routed through 
other entities. 

FXLQ was Undercapitalized at October 31, 2006 

The Receiver has obtained from NFA the CFTC Form 1-FR-FCM for month of 
October 2006 filed by FXLQ, in which FXLQ reported excess net capital of $781,567 
over the $1,000,000 minimum regulatory capital requirement.  Under Tab 31 is a 
Comparative Statement of Capital Adequacy.  This statement shows that after the 
adjustments resulting from FXLQ’s transactions with Forex Clearing and UTS as 
discussed above, instead of having excess net capital of $781,567, FXLQ was actually 
undercapitalized by at least $1,014,791 as of October 31, 2006. 

Distribution to Customers and Creditors 

In the very near future, the Receiver will recommend a distribution plan to this Court. 

The Receiver has concluded that a cash shortfall of about $2,000,000 exists between 
the amount of funds in the Receivership Estate and the amount owed to customers 
and creditors of the Receivership Estate.  The Receiver will recommend that FXLQ’s 
retail and institutional customers receive 100% of the funds held on their behalf and 
that other creditors receive a pro-rata amount of their claim. 
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Based on the Receiver’s asset tracing detailed in this report and the first report, Mr. 
Gray clearly has the ability and duty to return funds from FXLQ’s domestic and 
offshore affiliates12 to the Receivership Estate for the benefit of the Receivership 
Estate’s creditors.  At a minimum, approximately $8,000,000 is being held by Pro Fi 
and there is $3,000,000 unaccounted for that was routed through Mr. Slott’s client trust 
account. 

Respectfully submitted, 

 /s/ 

Robb Evans & Associates LLC 
Receiver 

                                                 
12 FXLQ and its affiliates are required to deliver all funds to the Receiver under this Court’s Statutory Restraining 
Order but have not done so.  
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