UNITED STATES BANKRUPTCY COURT
SOUTHERN DISTRICT OF NEW YORK

--X
Inre: Chapter 11
THE 1031 TAX GROUP, LLC, et al., Case No. 07-B-11448 (MG)
Jointly Administered
Debtors.
--X
GERARD A. McHALE, Jr., not individually but
solely in his capacity as Chapter 11 trustee for
THE 1031 TAX GROUP, LLC, et al,
Plaintiff,
-v- Adv. Pro. No. 08-01034 (MG)
EDWARD OKUN,
Defendant.
--X

DECLARATION OF GERARD A. MCHALE, JR.

GERARD A. McHALE, JR ., pursuant to 28 U.S.C. § 1746, hereby deposes and says:

1. I am the Chapter 11 Trustee in this case. I have personal knowledge of all facts
set forth in the Declaration, all of which are true and correct. This Declaration is offered in
opposition to the motion to vacate filed on behalf of Edward H. Okun and in support of the
Trustee’s motion for a preliminary and permanent injunction.

2. On or about January 18, after the Court entered the Temporary Restraining Order,
Mr. Zarate took possession of the Property subject to that order, and I am holding such Property
at a safe and secure storage facility. It is also insured.

3. Mr. Okun has submitted the affidavit of Paul Bass, his attorney, in part

concerning a meeting on December 5, 2007, in Fort Myers, Florida. I attended that meeting with
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Mr. Okun, his criminal attorney, Michael Rosen, Paul Bass, and Maria Zucker. Also in
attendance were Michael Markham and Angelina Lim (two of my attorneys), and Robert
Davenport and Rene Zarate, who are assisting me. It was expressly stated and agreed at the
meeting that the parties were conducting “settlement discussions.” 1 have reviewed the
Declaration of Michael Markham, submitted herewith, and it is correct and accurate.
Specifically, at no time did I or anyone else in my presence admit on my behalf in any way that I
had breached the Transfer Agreement.

4. At no time prior to January 24, 2008, when Okun filed his motion to vacate, did
he attempt to rescind the Transfer Order or Transfer Agreement.

5. As set forth below, on behalf of the Estates, I caused the expenditure of funds and
the accrual of fees and expenses in good faith and have relied on the fact that the Transfer
Agreement and Transfer Order were valid and binding As set forth below, I and those working
for me have engaged in extensive efforts to identify, locate, protect, preserve, and insure all of
the assets subject to the Transfer Agreement (the “Assets”), to obtain and analyze information
about the value of the Assets, and to market and, where possible, to sell the Assets for the benefit
of the Estates.

6. Corporate Action. I caused counsel to prepare appropriate corporate resolutions
and consents implementing the Transfer Agreement by removing Okun from all positions of
authority with respect to the equity and management positions held by him in the numerous
business entities and substituting me, as Trustee, in place.

7. The Yacht. One of the Assets was Okun’s interest in Okun Water, Ltd. (“Okun
Water”), an offshore company which was the owner of a certain Diaship/Heesen 132-foot yacht,

official number 723017, registered with the British Registry (the “Yacht”). By motion filed
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December 28, 2007, 1 sought entry of an order authorizing the sale of the Yacht to Kelly Capital
(“Kelly”) for $9 million, free and clear of all liens. On January 22, 2008, the Court approved the
sale of the Yacht on these terms. The closing of that sale has been adjourned briefly, pending the
completion of a survey of the condition of the Yacht, and the sale is scheduled to take place in
Freeport in the Grand Bahama Islands shortly.

8. In order to achieve this sale, it was necessary to expend resources. For example,
we had to take appropriate corporate action to install me as Sole Director of Okun Water. 1
retained Moran Yacht & Ship, Inc. (“Moran”), an experienced yacht broker, to advise me, and to
extensively market and advertise the sale of the Yacht. As a result of Moran’s efforts, Moran
obtained the offer from Kelly to purchases the Yacht for $9,000,000, free and clear of all liens.

9. The conveyance of the Yacht to the Estates caused the Estates to incur more than
$100,000 per month in expenses to maintain and insure the Yacht, including approximately
$53,000 per quarter for insurance, $30,000 per month for dockage, and $25,000 per month for a
crew (which is required to maintain insurance).

10. Although, Mr. Okun estimated the value of the Yacht at $14.7 million, the
$9,000,000 price was a realistic statement of its current value. An identical yacht recently sold
in France for $8 million, and another has been listed at $9.9 without a sale. The lien holder
claimed it was owed approximately $8.35 million, but I was able to persuade it to accept $8.2
million to satisfy its lien in full. While Moran’s customary commission would have been
$900,000 on this sale, I was able to persuade Moran to accept $450,000.

11. In order to accomplish these results, I and my professional advisors were required
to expend considerable time, including the filing of the instant Motion to require Okun to sign

certain documents to effectuate the sale.
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12. The Bell Helicopter. Okun conveyed his interest in Okun Air, LLC, owner of a
1996 Bell 206 B-3 Helicopter. 1 was able to market and sell the Bell Helicopter for a gross price
of $860,000, with a net to the Estates of approximately $817,000. By order dated December 7,
2007, the Court approved this sale.

13. The Gulfstream Aircraft. Okun Air LLC also owned a 1969 Gulfstream II Jet
Aircraft. 1 was able to market and sell the Gulfstream II Jet Aircraft for a gross price of
$1,000,000, with a net to the Estates in excess of $900,000. By ordered dated December 27,
2007, the Court approved this sale.

14. The Lear Jet. Okun Air LLC also owned a 1978 Lear 25D Jet. I have been
marketing the Lear 25D Jet for sale.

15. Other Vehicles. The assets conveyed by the Transfer Agreement included
various cars and other vehicles, including the Property, which is subject of the Motion. We have
collected various cars from Indiana and New Hampshire and have transported them to Naples,
Florida, for safe storage. In doing so, the Estates have incurred expenses of approximately
$30,000 to collect and transport the vehicles, $20,000 for cosmetic and other repairs to prepare
for sale, and approximately $2,500 per month for storage. In addition, the Estates have incurred
the expense of insurance, the hourly fees of Mr. Zarate to manage this process, and the fees of
counsel, whose help has also been necessary.

16. Real Estate and Okun Entities. The Assets conveyed included various business
and real estate entities owned and controlled by Okun. In order to protect and maintain the value
of these assets, while we are determining their value and the most cost-effective way to monetize
these assets, the Estates have conducted an extensive investigation into the values of and

operations problems related to the real estate properties and entities. In certain instances, the
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Estates have been required to cover negative cash flow on certain properties totaling
approximately $100,000.

17. Christian Cove Property. One of the properties conveyed by Okun was a real
property at 12 Christian Cove Road, Tuftonboro, New Hampshire. By motion dated
November 16, 2007, I sought Court approval of a sale of this property for $1,750,000. The sale
has closed, and the proceeds are being held pursuant to a stipulation with the law firm Kluger,
Peretz, Kaplan & Berlin, P.L.

18. 8810 Jewella. Okun conveyed his interest in Investment Properties of America,
LLC, the sole member of 8810 Jewella, LLC, the owner of certain non-residential real property
located at 8810 Jewella, Shreveport, Louisiana. After extensive negotiations with the holder of a
mortgage secured by this property (“Mortgagee”), I reached an agreement to grant a deed to the
Mortgagee, reduce the overall indebtedness, and provide other economic benefits to the Estates.
By motion dated January 29, 2008, returnable February 26, 2008, I have moved for an order of
the Court approving this agreement.

19. To date, Okun has not opposed any of the aforementioned sales and transactions.

20.  Financial and Legal Services. I have also retained Deloitte Financial Advisory
Services (“Deloitte”) (1) to locate, secure, and store voluminous business records and computers
of these entities; (2) to analyze these records and the business affairs of these entities to
determine what, if any, value they have and the best method for recovering the maximum value.
As part of that process, Deloitte is analyzing the financial condition of these entities and various
real properties in order to prepare financial statements on the various properties to use to market
them for sale. To date, I estimate that the cost of Deloitte’s services exceeds $400,000. My

attorneys also have expended enormous time and effort with respect to these assets.
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21. As part of my efforts to implement the Transfer Agreement and perfect the assets
transferred thereunder, on October 25, 2007, I, with the assistance of the Committee, filed
Adversary Proceeding No. 07-03069, to obtain an injunction against all of the various lenders
and other parties asserting liens against the various real properties conveyed, to prevent parties
from exercising their rights over assets transferred pursuant to the Transfer Agreement. Much of
the relief sought was motivated by another step I have taken to implement the Asset Transfer
Agreement, which was to file chapter 11 petitions for twelve of the IPofA real estate entities. |
have engaged in litigation to protect the Estates’ interests in certain of these assets by defending
a motion brought by Cordell Funding to lift the automatic stay.

22. Okun’s Representations. Prior to my appointment, Okun made representations
to the Creditors Committee about the value of some of the Assets in order to promote a plan of
reorganization. Exhibit 1 hereto. While we are still in the process of working with Deloitte to
determine accurately the value of the Assets, at this time, it is clear that many of the values
provided by Okun and others were greatly inflated. For example, in his personal financial
statement, Okun listed Salina Central Mall as having a value of $56 million, when we estimate it
is worth less than $45 million. Okun estimated the master lease on Columbus Works (an
industrial facility) as having a value of $105 million, when we estimate it is worth less than $60
million. Okun estimated Shreveport Industrial Warehouse and surrounding acreage as having a
value of $87 million, when we estimate it is worth less than $25 million. In view of his inflated
values, I submit that Okun does not have clean hands when he requests this Court to grant him
equitable relief and vacate the Transfer Order.

23. I declare under penalty of perjury that the foregoing is true and correct.

February 6, 2008 /s/ Gerard A. McHale, Jr.
Gerard A. McHale, Jr.
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Edward H. and Simone Okun
Notes to Financial Statements

Note 1. Deposits consist of the following items:

$2,000,000 Deposit held by the Sterling Bank in the transaction
to acquire shares of Montauk Financial Group.
$5,000,000  Deposit on the purchase of the warehouse in Hialeah, FL
$200,000  Deposit on the purchase of a warehouse in Booneville, TN.
This purchase has been terminated, There is a dispute
between the parties as to the return of the deposit.

Note 2. Reserves are monies held for specific purposes related to real estate properties.
If the related property is sold, the reserves would be unrestricted and returned, These

reserves include;

$7,456,424  Reserve for leasehold improvements, taxes and insurance
at West Oaks Mall.

$1,741,686  Reserve for leaschold improvements and taxes at Richmond
Square Mall,

Note 3. Notes receivable represent debts owed by independent third parties to Mr,
Okun. The notes below are from individuals who purchased tenant in common interests
in various real properties. Bach note is secured by the real estate purchased.

$23,684,618 Columbus Works originated June 2005 at 6%
$1,899,917 Parkway Industrial originated February 20035 at 8%.
$6,814,385 5201 W. 86" Street originated August 2006 at 5.7%.

Note 4. The investment in Montauk Financial Group (a public company) is 11,405,522
shares of common stock at the trading price of $.44 per share.

Note 5, Crossroads Transportation and Logistics, Inc, provides trucking, warchouse and
logistics services to clients throughout the country from locations in Indianapolis, IN,
Shreveport, LA and Hialeah, FL. The fair market value of Crossroads has been
determined under the discounted future cash flow method using a 25% discount factor.
Projected future net income includes:

2007 $ 3,148,451
2008 52,546,817
2009 67,523,714
2010 114,787,377

2011 120,077,994




