
 

 

Celia Goldwag Barenholtz 
+1 212 479 6330 
cbarenholtz@cooley.com 
 

Via ECF 
 

 

Cooley LLP   1114 Avenue of the Americas   New York, NY   10036 
t: (212) 479-6000  f: (212) 479-6275  cooley.com 

 

March 23, 2017  

Chief Judge Dora L. Irizarry 
United States District Court 
Eastern District of New York 
225 Cadman Plaza East 
Brooklyn, NY 11201 

Re: SEC v. Platinum Management (NY) LLC et al., Civil Case No. 16-cv-6848 (DLI)(VMS) 

Dear Chief Judge Irizarry: 

We are counsel to Bart M. Schwartz (the “Receiver”), the court-appointed receiver for defendant Platinum 
Credit Management, L.P. (“Platinum Credit”) and certain related entities (collectively, the “Receivership 
Entities”), and write on his behalf to request your approval to retain and pay Houlihan Lokey Financial 
Advisors, Inc. (“Houlihan Lokey”) to advise, assist, and support the Receiver, nunc pro tunc to December 
19, 2016, the date on which the Receiver was appointed.  The Receiver wishes to retain Houlihan Lokey 
as a valuation and investment banking advisory firm.  The work performed by Houlihan Lokey will allow for 
an independent valuation of the Receivership Entities’ investment portfolio, enabling the Receiver to obtain 
audited financial statements, and providing the Receiver with important guidance as he decides how best 
to dispose of Receivership Property.  The SEC Staff consents to this Application.  

In support of this Application, the Receiver attaches the following Exhibits: 

Exhibit 1 Declaration of Robert P. Rittereiser, executed March 22, 2017 (the “Rittereiser 
Declaration”);  

Exhibit 2 Houlihan Lokey Retention Agreement; and 

Exhibit 3 a proposed Order.  

Background 

On December 19, 2016, the U.S. Attorney for the Eastern District of New York unsealed an eight-count 
indictment against Mark Nordlicht and six other individuals who were formerly affiliated with Platinum 
Partners (“Platinum”), a purported $1.7 billion hedge fund family based in New York that includes the 
corporate defendants named in this action (the “Indictment”).  The Indictment alleges, among other things, 
that the defendants defrauded Platinum investors through, among other things, the overvaluation of assets, 
the concealment of severe cash flow problems, and the preferential payment of redemptions.  That same 
day, the SEC filed a complaint against the same seven individuals, Platinum Management (NY) LLC, and 
Platinum Credit based on conduct similar to that alleged in the Indictment.  The SEC simultaneously moved 
by order to show cause for a temporary restraining order and the appointment of a receiver.  Judge 
Matsumoto entered an order pursuant to which Bart M. Schwartz was appointed Receiver of the 
Receivership Entities on December 19, 2016, which Your Honor amended on January 30, 2017 [Document 
Nos. 6, 59-2].  On March 8, 2017, Your Honor entered a preliminary injunction, enjoining violation of the 
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federal securities laws, and ordering that Bart M. Schwartz continue to act as Receiver pursuant to the 
Receiver Order [Document Nos. 105, 106]. 

The Terms of the Receiver Order 

Under the Receiver Order, the Receiver was appointed to preserve the status quo, ascertain the extent of 
commingling of funds, ascertain the true financial condition of the Receivership Entities, prevent further 
dissipation of property and assets of those entities, prevent the encumbrance or disposal of property or 
assets of the Receivership Entities, preserve the books, records, and documents of the Receivership 
Entities, be available to respond to investors inquiries, protect investors’ assets, conduct an orderly wind 
down, including a responsible liquidation of assets and orderly and fair distribution of those assets to 
investors, and determine whether one or more of the Receivership Entities should undertake bankruptcy 
filings, among other things.  (Receiver Order at 2).  

Further, under the Receiver Order, the Receiver is authorized, empowered, and directed to develop a plan 
for the fair, reasonable, and efficient recovery and liquidation and distribution of all remaining, recovered, 
and recoverable Receivership Property (the “Liquidation Plan”) (Receiver Order ¶ 44), and is required to 
prepare a full report and accounting of the Receivership Estate within thirty (30) days after the end of each 
calendar quarter (the “Quarterly Status Report”) (Receiver Order ¶ 45).  The Quarterly Status Reports must 
include: summaries of the operations of the Receiver; accounting of the cash on hand; a schedule of the 
Receiver’s receipts and disbursements; descriptions of all known property owned by the Receivership; 
descriptions of liquidated and unliquidated claims held by the Receivership, including valuations of claims, 
proposed methods of enforcing such claims, reducing the claims to judgments, and collecting judgments; 
a summary of the status of the Receiver’s investigation; a listing of all known investors and creditors and 
the amount of their investments; the status of investor and creditor claims proceedings; and the Receiver’s 
recommendations for a continuation or discontinuation of the Receivership.  (Receiver Order ¶ 46). 

The Receiver Order empowers the Receiver to “engage and employ persons . . . to assist the Receiver and 
carrying out the Receiver’s duties and responsibilities.”  (Receiver Order ¶ 6.F, ¶ 49).  The Receiver Order 
requires that such persons be compensated upon the prior approval of the Court, and directs them to 
comply with the SEC’s Billing Instructions.  (Receiver Order ¶ 50).   

The Need for a Valuation/Investment Banking Advisory Firm 

The Receivership Entities own or have substantial investments, including energy, mining, and 
manufacturing entities in the U.S., Singapore, Australia, Brazil, and Indonesia, among other complicated 
investments.  In order to carry out his mandate to “investigate the manner in which the financial and 
business affairs of the Receivership Entitles were conducted” (Receiver Order ¶ 34), to form a Liquidation 
Plan (Receiver Order ¶ 44), and to prepare the Quarterly Status Report (Receiver Order ¶ 45), the Receiver 
needs accurate valuations of the assets under his control.  In order to do so, the Receiver wished to retain 
a valuation/investment banking advisory firm that he had a high degree of confidence could start work 
immediately and be approved by the Court on a nunc pro tunc basis.   

At the time of the Receiver’s appointment, financial audits for 2015 and 2016 had not been completed.  
Since his appointment, investors have been pressing the Receiver for greater financial reporting.  Investors 
in the Receivership Entities include institutional investors, funds subject to ERISA, and other investors with 
regulatory reporting obligations in both the United States and in Europe, who have been hurt by the 
suspension of net asset value reporting and the lack of audited financials.  Importantly, even if financial 
audits were started immediately at the commencement of the Receivership, it would take 90 to 120 days to 
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complete the auditing process, further necessitating the need for immediate retention of 
valuation/investment advisory professionals.   

Houlihan Lokey was a particularly appealing candidate for a number of reasons.  As a smaller firm, Houlihan 
Lokey is able to pay diligent attention to what would be a comparatively small fee engagement for a top tier 
firm.  Moreover, Houlihan Lokey has experience with life settlements investments and litigation funding 
arrangements, which are significant components of the Receivership Estate’s portfolio.  Houlihan Lokey 
was also willing to provide valuation and investment advisory services despite the indictments returned 
against key members of Platinum management, which is important, as investment advisory firms can be 
reluctant to come into situations where management has been accused of wrongdoing.   

Thus, Houlihan Lokey fit the Receiver’s criteria, is well suited to the task at hand, and its retention answers 
a particular need of the Receivership.  More information regarding the reasoning behind retaining Houlihan 
Lokey is set forth in the accompanying Rittereiser Declaration at ¶¶ 10–13. 

The Proposed Retention Arrangement 

The proposed retention agreement between Houlihan Lokey and the Receiver is structured into two phases.  
In the first phase, Houlihan Lokey will investigate the investments held by the Receivership Entities, and 
place them into one of two categories, based on the complexity of the valuation contemplated.  In the 
second phase, Houlihan Lokey will complete the valuation of the investments, and will charge $20,000 per 
investment for those placed in the less complex valuation category, and $50,000 per investment for those 
placed in the more complex valuation category.  Subject to the approval of the Court, Houlihan Lokey will 
be paid a $200,000 retainer for the first phase of its work. 

The fee structure that the Receiver negotiated with Houlihan Lokey is per-investment, rather than per-hour 
worked, and therefore does not comply with the standard SEC Receivership Billing Instructions.  However, 
the proposed billing structure is advantageous for the Receivership Estate because it allows the Receiver 
to lock-in valuation services at a pre-negotiated fee, with a $50,000 per-investment cap, regardless of how 
difficult the valuation poses.  Given the variety and illiquidity of the assets owned by the Receivership 
Entities, this is desirable.   

The Receiver will provide the SEC Staff with invoices from Houlihan Lokey prior to making payment of any 
fees incurred, and payments made to Houlihan Lokey will be included in Quarterly Status Reports.  The 
Receiver will not make payment pursuant to the agreement’s indemnity provision without prior approval of 
this Court.   

Houlihan Lokey has agreed to conform to the SEC Billing Instructions for expenses, and has agreed to 
waive its normal 5.5% administrative fee on expenses as a public service discount. 

The SEC Staff has consented to these deviations from the SEC Receivership Billing Instructions. 

The Work to be Performed by Houlihan Lokey 
 
Houlihan Lokey will engage in a multi-stage valuation and investment banking advisory program.  The 
objectives of Houlihan Lokey’s assignment are to (1) confirm ownership form and rights; (2) develop a 
valuation based on company performance, projections and capability to execute plans; (3) identify possible 
exit strategies and related barriers; (4) interface with auditors, the Receiver and the management team to 
conclude an audit promptly and efficiently; and (5) aid in accomplishing future liquidity events if needed.  
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This work is not duplicative of the work performed by any of the other retained professionals, and is outside 
the ambit of the work performed by Guidepost Solutions LLC.   
 
Guidepost Solutions LLC has already begun to meet with Houlihan Lokey to explain the nature of the 
Receivership Entities’ holdings, and Houlihan Lokey has begun the arduous process of valuing the varied 
and complex assets under Receivership.  This work was commenced immediately after the appointment 
date to avoid further delay in obtaining audited financials, with understanding that the Receiver would seek 
to have Houlihan Lokey’s retention approved by this Court on a nunc pro tunc basis.   
 
Approval of the retention of Houlihan Lokey will allow the Receiver to better discharge his duties under the 
Receiver Order, and to take steps to provide needed information on the basis of properly audited financials. 
 
Consent 
 
The SEC Staff consents to the relief requested in the instant application.  Mark Nordlicht and Platinum 
Management (NY) LLC, the only parties to the SEC’s Application for a Receiver who are not already in 
receivership, do not object to the instant application.  Cooley has solicited the positions of the other named 
defendants in this action by email.  Messrs. Shulse and Small do not object to the application.  Mr. Levy 
has not yet taken a position.  Counsel for Messrs. Landesman, Mann, and SanFilippo have not yet 
responded. 

Respectfully submitted, 

/s/ Celia Goldwag Barenholtz  
Celia Goldwag Barenholtz 
COOLEY LLP 
1114 Avenue of the Americas 
New York, NY  10036 
(212) 479-6000 
cbarenholtz@cooley.com 
 
Counsel to the Receiver 

cc: All counsel of record (via ECF) 
 
Enclosures 
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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF NEW YORK
- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - X

No. 16-cv-6848 (DLI)(VMS)

ECF CASE

SECURITIES AND EXCHANGE COMMISSION,

Plaintiff,

-v-

PLATINUM MANAGEMENT (NY) LLC; 
PLATINUM CREDIT MANAGEMENT, L.P.; 
MARK NORDLICHT; 
DAVID LEVY; 
DANIEL SMALL; 
URI LANDESMAN; 
JOSEPH MANN; 
JOSEPH SANFILIPPO; and 
JEFFREY SHULSE,

Defendants.

:
:
:
:
:
:
:
:
:
:
:
:
:
:
:
:

- - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - - X

[PROPOSED] ORDER AUTHORIZING RECEIVER TO RETAIN 
HOULIHAN LOKEY FINANCIAL ADVISORS, INC.

Upon (i) the Receiver’s letter application dated March 23, 2017; (ii) the Declaration of 

Robert P. Rittereiser, dated March 22, 2017 attached thereto as Exhibit 1; and (iii) and the Houlihan 

Lokey Financial Advisors, Inc. (“Houlihan Lokey”) retention agreement attached thereto as 

Exhibit 2 (the “Retention Agreement”);

NOW, THEREFORE after due deliberation and sufficient case appearing therefor, and 

no objection to the relief requested having been raised, it is hereby:

ORDERED that the Receiver’s application is granted, and pursuant to the application, the 

Receiver is authorized to retain Houlihan Lokey, effective pro nunc tunc to December 19, 2016,

the date on which the Receiver was appointed; and it is further

ORDERED that the SEC Staff will be provided with copies of invoices from Houlihan

Lokey prior to payment.  The Receiver will include payments made to Houlihan Lokey as part of 

his quarterly reports to this Court.  The Receiver will not make payment under the Retention 
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Agreement’s indemnity provision without prior approval from this Court.  Subject to the foregoing 

limitations, Houlihan Lokey shall be paid for its fees and expenses pursuant to the terms of the 

Retention Agreement without further order of this Court.  

Dated: Brooklyn, New York
March __, 2017

SO ORDERED:

THE HON. DORA LIZETTE IRIZARRY
CHIEF UNITED STATES DISTRICT JUDGE
EASTERN DISTRICT OF NEW YORK
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