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I. INTRODUCTION

Michael A. Grassmueck ("Monitor"), in his capacity as corporate monitor pursuant to the
Stipulation and Order Appointing Monitor filed December 17, 2007 ("Monitor Order"), hereby
submits this report summarizing his review of the operations of the Fahey Fund, L.P.; Fahey
Financial Group, Inc.; International Trade & Data; and ITD Trading (collectively, the "Fahey
Funds" or "Relief Defendants") and the vetting of the accounting provided to the Monitor by
defendant Alexander James Trabulse ("Trabulse").

Pursuant to the Monitor Order, the Monitor was to oversee the activities of Trabulse and
Relief Defendants as set forth in the December 7, 2007 Preliminary Injunction Order and Other
Ancillary Relief (the "Preliminary Injunction Order"). Overall, the Monitor's purpose was to
preserve the known assets of the Relief Defendants for the benefit of the investors by reviewing
the reported assets, monitoring bank and brokerage activity and overseeing the payment of
expenses. In addition to the foregoing tasks, the Monitor was to review and approve "expense
items in excess of $1,000 payable by defendant"; review all expense items regardless of amount
by defendant and provide his vetting of the accounting to be provided by Trabulse. To facilitate
this goal, the Monitor Order required that the Monitor be provided with access to the documents
and information necessary for the Monitor to review the overall operation of the Fahey Funds.

The scope of the accounting that was to be provided by Trabulse was set forth on pages 14
and 15 of the Preliminary Injunction Order as well as the Supplemental Order re Accounting dated
December 10, 2007, which Supplemental Order re Accounting stated that the accounting should
"account for $50,000,000 number provided to investors as of December 31, 2006, for the value as
of December 31, 2007, and for any difference between the values."

Finally, the Monitor Order provided that the Monitor was to prepare this report by
January 31, 2008 summarizing his findings. As detailed below, the Monitor has carried out all of
the duties set forth in the foregoing-described orders, however, the lack of documents and the
paucity of information contained in the accounting provided to the Monitor by Trabulse has

limited the conclusions that can be made as to certain issues.
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II. SUMMARY OF MONITOR'S REPORT

The Monitor engaged Financial Forensics to work as accountants and financial consultants
to the Monitor. In this instance, Financial Forensics was primarily employed to review accounting
information provided by the Commission, to vet the Trabulse Accounting and to provide
recommendations as to additional accounting work which may be required to comply with the
Court's orders. The Monitor also engaged Allen Matkins Leck Gamble Mallory & Natsis LLP
("Allen Matkins") as his legal counsel to provide advice and consultation in connection with the
Court's orders, to investigate and pursue discovery as to the assets, and to provide advice on legal
issues related to the work of the Monitor and his accountant (e.g., title reviews). In addition, Allen
Matkins and Financial Forensics assisted the Monitor in preparation of this Report.

Based upon the work of the Monitor and his professionals, the Monitor's overall findings
are as follows:

e The Monitor has noted no unapproved expenditures by the Relief Defendants
during the relevant period. Trabulse complied with the Monitor Order to the extent that no
transfers were made from the Relief Defendants' brokerage or bank accounts that were not
approved by the Monitor (aside from a small expenditure to a tennis club).

° The Monitor has no information as to Trabulse's personal expenditures because he
did not produce financial information as to his personal expenditures beyond what was provided to
the Commission. Trabulse's counsel asserts that the Court's orders were only meant to provide for
the monitoring of the Relief Defendants' expenses. In the past few days, the Commission and
Trabulse have discussed a compromise as to the production of personal financial and bank records,
in part, based on the Monitor's findings and recommendations. In either évent, as of the date of
this Report, the Monitor cannot report as to Trabulse's personal assets or expenditures.

° The Monitor has confirmed the existence of the brokerage accounts and has
monitored the daily performance of each account after being provided access to the accounts on
January 6, 2008. The Monitor has tracked daily activity as illustrated on Exhibit A, attached to the
Report. As of January 25, 2008, the brokerage accounts had a total reported value of $4,949,530.

It should be noted that the Monitor did not receive access to the accounts at Canaccord Capital and

785150.01/LA
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has not received these accounts. The investments that are reflected in the account statements are
risky and volatile and, as such, there may be substantial swings in value on a daily basis.

o The Monitor has confirmed the existence of certain personal property assets,
including oriental and Persian rugs, a pearl necklace and certain crystals and precious and non-
precious gems. The valuations of the personal property, except for the pearls, could not be
verified because the valuations provided by Trabulse were unreliable (e.g. rugs were merely rough
estimates from the seller of the rugs) or non-existent.

° The Monitor has concerns that some of the personal property assets are not
adequately secured or insured. The Monitor believes that certain assets should be moved to more
secure locations and that insurance should be obtained, if the assets are not going to be promptly
sold. This matter has been discussed with Trabulse's counsel who has not objected to the
Monitor's recommendations as to this matter.

° The Monitor has verified the existence and title to the real property located in
California which are identified by Trabulse. The values of the properties located in California
provided by Trabulse are within a range of reasonableness, however, the validity of the various
encumbrances has yet to be investigated. In several instances, it appears that the properties were
purchased from investors or relatives, calling into question the validity of the purchase money
encumbrances and the amounts paid for the properties.

® The Monitor could not independently verify the title or value to the two foreign real
properties. The documents for the real property in Panama do not reflect ownership by the Relief
Defendants. Instead, the Panama property is held in the name of AMI CA, Inc., a corporation
owned by Trabulse. The Monitor cannot validate the stated value of the property in France.

o The Monitor has vetted the accounting provided by Trabulse on January 15, 2008
in the Trabulse Accounting (the "Trabulse Accounting") and found it to be deficient. The
accounting primarily consists of a list of real and personal property belonging the Fahey Funds, an
alleged market value for certain of the assets and some information concerning the original cost of
items to the Fahey Funds. The Trabulse Accounting also included a list of so-called prior assets of

the Relief Defendants and a list of distribution of cash to friends and relatives from 2001 to 2006
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(no list is provided for 2007). No source or other information is provided to explain how Trabulse
came up with these lists or what was not considered as a distribution.

The Trabulse Accounting provides no insight into the operations of the Relief Defendants,
nor does it account for the $50,000,000 number provided to investors as of December 31, 2006,

the value as of December 31, 2007 or any difference between the two values. (See Supplemental

Order re Accounting dated December 10, 2008, § 1.) Missing from the accounting is any

indication of an independent effort by the accountant to determine the amount of money
distributed to Trabulse or his relatives and friends from the Relief Defendant during any period of
time. The accountant simply accepted Trabulse's list of assets, transfers and valuations.

The Trabulse Accounting did not reflect personal financial records that would reflect what
earnings Trabulse had during the past several years or the source of such earnings. The Trabulse
Accounting did not provide true valuations for several items, such as the approximately 150 rugs
or the gems and crystals in Trabulse's safe.

Based on the Trabulse Accounting and related documents, it is simply not possible to
validate Trabulse's statements as to the amounts transferred from the Relief Defendants to
Trabulse, insiders and relatives. Nor is it possible to assess the amounts raised from or distributed
to investors in the Fahey Funds. In addition, since Trabulse did not provide any information
regarding his personal expenses, it has not been possible for the Monitor to monitor Trabulse's
expenses during the course of this matter.

III. REPORT ON MONITORING OF OPERATIONS

As the Court and the parties are aware, the Relief Defendants' operations consist of
Trabulse's trading commodities and other financial instruments. There is no evidence that the
Relief Defendants have any employees aside from an independent contractor who does some
clerical tasks.

There are three brokerage accounts in which trades appear to be made on a regular basis by
Trabulse. The most active of these accounts are at A.G. Edwards. The Monitor requested and
obtained Trabulse's account password so that the Monitor could review the daily fund transactions

in each of the accounts. Trabulse provided this information on January 6, 2008. As of January 25,
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