
COMMONWEALTH OF KENTUCKY 
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Electronically Filed 
 

MGG INVESTMENT GROUP LP 
    
v. 
 
ZAYAT STABLES, LLC; and AHMED 
ZAYAT 
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DEFENDANTS 

   
 

NOTICE OF FILING OF INITIAL RECEIVER’S REPORT 
 

Elizabeth Z. Woodward, solely in her capacity as the Court-appointed receiver (the 

“Receiver”) for Zayat Stables, LLC (“Zayat Stables”), by and through counsel, hereby submits the 

following initial report (the “Report”) to the Court. 

The Receiver was appointed pursuant to this Court’s January 22, 2020 Order (the “Order”) 

and retained the undersigned as her counsel on January 24, 2020. In the two weeks since her 

appointment, the Receiver has worked through her counsel and consultant Gatewood Bell, retained 

by the Receiver on February 1, 2020, to catalog the assets of the estate and make plans to maximize 

their value. She has also taken steps to stabilize the failing business operations of Zayat Stables. 

To date the Receiver has performed the following: 

 Communicated with farm owners and others to create an accurate asset list; 
 

 Located horses belonging to Zayat Stables not previously listed on available asset 
lists; 
 

 Notified racetracks and sales centers across the country of her appointment and 
requested turnover of any funds held for Zayat Stables;  
 

 Notified known vendors and service providers of the creation of the receivership 
and requested billing and account information from them; 
 

 Evaluated and registered several horses in the February 2020 Fasig-Tipton Sale; 
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 Added to the assets through the safe delivery of a foal by AMERICAN PHAROAH 
out of MOJGAN; 
 

 Confirmed insurance status for the horses under her control and solicited quotes 
from insurers in order to insure individual horses going forward based on a cost 
benefit analysis; 
 

 Opened a bank account for the assets of the receivership (the “Receivership”); and, 
 

 Coordinated with Zayat Stables’ accounting firm to ensure Form 1099s were issued 
by the January 31, 2020 deadline. 

 
Zayat Stables has Failed to Provide any Financial Information to the Receiver in 

Contradiction to this Court’s Order. 
 

The Receiver has made considerable progress, but initial set-up of the receivership 

accounts and the collection and sales process was hampered by the Receiver’s lack of accounting 

information. Despite the language of the Order granting the Receiver possession and control of the 

Property,1 her personal request to Mr. Zayat and her counsel’s formal demand for the turnover of 

books and records have yet to result in her receiving basic financial information from Zayat 

Stables.  

Prior to the filing of this Report, Zayat Stables filed its Reply Memorandum in Support of 

its Motion to Dissolve Order Appointing Receiver (the “Reply”). In that Reply, Zayat Stables 

continues to display unfounded paranoia regarding the Receiver’s reasonable requests for even 

basic business information from Zayat Stables, stating that “[t]hese requests go far beyond what is 

necessary to protect, maintain and sell collateral of value. Rather they are an attempt to seize all 

possible information and one that goes well beyond what would be subject to discovery under 

Civil Rules. . . .[requests of the Receiver to Zayat Stables’s accountants] are focused on past sales 

and allegations of fraud, not the maintenance and sale of current collateral.” Reply at 7. 

                                                      
1 “Property,” as defined in this Court’s Order dated January 22, 2020, includes “all books, records, accounts, papers, 
monies and other assets of Zayat Stables,” to which the Receiver was granted exclusive and immediate possession and 
control. N
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It is a great disappointment to the undersigned that absent from the Reply is any reference 

to the correspondence between the parties regarding the scope of information sought by the 

Receiver and her good faith efforts to address the concerns of Zayat Stables. Attached for the Court 

as Exhibit A is a January 31, 2020, letter to Zayat Stables making formal demand for a turnover 

of books and records.2 In the letter, Receiver states,  

As we have discussed, the Receiver is charged with maximizing the value of the 
estate’s assets. She is in the process of evaluating horses and ascertaining their 
most valuable use (racing, sales, etc.) and locating any other assets that add value 
to the estate, such as insurance proceeds, accounts receivable, and purses. To that 
end, access to Zayat Stables’s books and records is necessary for her to do this 
work. Recreating those records provided from information provided by third 
parties is time-consuming and unnecessary in light of the Order directing her to 
take immediate possession of them.  

 
The letter concludes, 

 
Finally, as I told you yesterday, in addition to the books and records she requires, 
Ms. Woodward welcomes any other information that your client possesses about 
the conditions of various horses, racing potential, etc. 

  
Attached for the Court as Exhibit B is the response of Zayat Stables dated February 3, 

2020, in which it denies the Receiver’s right to access the information that is covered in the Order. 

However, counsel for Zayat Stables also states,  

If the request involves accounting records relating to Equine Collateral currently in 
Zayat Stables’s possession or any other assets in Zayat Stables’s possession that 
can be liquidated for value, we can likely reach an agreement on producing certain 
records. If it is something more, we will need to know better exactly how broad 
your view the request to be. 
 
 

 

                                                      
2 Informal requests were made previously on phone calls and in a meeting between counsel for the Receiver and 
Zayat Stables on January 30, 2020. N
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Counsel for the Receiver responded to this letter with an email dated February 4, 2020, 

attached as Exhibit C, stating:  

In the interest of making progress, I suggest that we start with the immediate 
turnover of the following information: 

 
 A detailed general ledger for September 1, 2019 through January 31, 2020. 
 Balance sheet and income statement at 1.31.20 or 12.31.19 if January is 

not available. 
 Accounts payable listing; if possible, a listing of liabilities by horse. 
 Any accounts receivable listings. 
 A list of all tracks where Zayat horses have raced in the last 12 months. 

 
There was no further response from Zayat Stables and the Receiver has still received no 

financial information. In light of that seemingly cordial exchange, the Receiver was surprised by 

the tone of the Reply, and shocked that Zayat Stables’s would intentionally omit any reference to  

her efforts to define the scope of information she was seeking, and to ease its concerns with an 

explanation of the purpose for which she intended to use it. The Receiver is similarly baffled by 

Zayat’s Stables’s criticism that the formation of a sales and racing plan has taken two weeks – 

when the delay was entirely of Zayat Stables’s own making. It is precisely because of Zayat 

Stables’s resistance to producing information regarding the business finances that could inform 

the Receiver on how to value a given horse’s objective worth that, per Zayat Stables, “no clear 

plan seems to be in place.” Reply at 7. 

The Receiver Sought Necessary Financial Data from Third Parties. 

Without immediate cooperation from Zayat Stables, despite the language of the Order, the 

Receiver had no choice but to compile an asset list horse by horse. A horse’s value is inextricably 

tied to the costs of care that can be asserted against the proceeds of its sale through agister liens 

and other claims. The Receiver assembled information on Zayat Stables horses’ care, health, 
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fitness for racing, and carrying costs from information provided by third parties, as well as assessed 

value and liabilities on a horse by horse basis to the extent possible.  

The Receiver, through her consultant Mr. Bell, started the work of creating an accurate 

asset list by first checking on the horses set forth on the collateral list filed in the record by MGG 

Investment Group LP (“MGG”). Through that process, the Receiver found that some horses listed 

as MGG collateral were previously sold, apparently without notice to MGG.  For example, on 

Exhibit A of the Emergency Motion for Appointment of Receiver, (the “Receiver Motion”) a 50% 

interest in SOLOMINI was listed as belonging to Zayat Stables. Through his inquiries to locate 

SOLOMINI, Mr. Bell was informed that SOLOMINI was sold on December 3, 2019 for $250,000, 

with Zayat Stables’s share totaling $118,750.00. See Exhibit D. The Receiver has not located those 

proceeds. Further, BARONESS AAMOURA, BEAUTIFUL JULIE, BIG MEESH, 

SPEIGHTSER-BULLET SISTER and others listed on Exhibit A of the Receiver Motion were sold 

in 2019. See Exhibit E. The proceeds may have been deposited in an account believed to belong 

to an insider of Zayat Stables, and are currently beyond the Receiver’s reach. The Receiver also 

has reason to believe that horses DANYELLI and LEZENDARY, listed in the Receiver Motion, 

among others, have been traded in exchange for a write-off of board bills, which obviously impairs 

the Receiver’s efforts to maximize their value.3 These transactions are a sampling of what the 

Receiver has learned in the course of making an accurate asset list. 

 

 

                                                      
3 Based on the work done so far, it appears that Zayat Stables was chronically behind on its bills, and when a payable 
got too large to be carried further, it would often trade a horse in exchange for a reduction of its bill, creating a potential 
windfall for the provider and reducing creditors’ ability to be paid in full. N
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Undoubtedly, Zayat Stables will attempt to spin this information as proof that the Receiver 

is conducting a “fraud investigation.” That is not the case. Absent cooperation from Zayat Stables, 

the Receiver must recreate financial records from scratch in order to establish what assets she 

owns, or does not own, and identify any other assets, cash in particular, which may be placed under 

the Receiver’s control to as a means to satisfy creditors.4 The only way for the Receiver or her 

consultant to create those records is to inquire about a horse at its last documented location and 

note the answers. When a horse is reported as sold, requesting the paperwork proving that a sale 

has taken place and verifying that she is not legally responsible for the horse is exactly what a 

Receiver should be doing.  

In addition to confirmation of her legal obligations vis a vis a horse that has been reported 

as sold, confirming a sale through the sales documents is helpful to the Receiver in other ways. As 

mentioned elsewhere in the Report, when she was appointed, the Receiver located just one active 

bank account. Sales contracts and accompanying wiring information may lead the Receiver to 

evidence of additional bank accounts and sales proceeds. Sales documents can spark leads to locate 

additional collateral. In fact, Mr. Bell has already added several horses not on any known asset 

lists to the Receivership through these inquiries. Zayat Stables’s clear concern that the Receiver’s 

inquiries may simultaneously reveal unsavory information about its business practices is not a 

basis for her inquiries to stop. 

The Receiver has Stabilized Current Operations. 

Of the horses that Receiver has located, almost all are under the care of farm owners or 

trainers who have not been paid in some time. The Receiver, Mr. Bell, and the undersigned have 

fielded dozens of calls from farm operators, trainers, veterinarians, and transport companies 

                                                      
4 To be clear, even with financial data in hand, it would be the Receiver’s duty to check its veracity, but it would take 
significantly less time than what the Receiver spent working without it. N
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reporting what they are owed and many are demanding payment in order to continue to provide 

services to Zayat Stables’ horses. 

In light of this, it is unclear how Zayat Stables could represent in its Motion to Dissolve 

the Receivership that its horses were “not in danger of going unfed,” a statement implying that it 

had available resources to pay for their care. That is clearly not the case. At the time of her 

appointment, the Receiver located one active bank account for Zayat Stables. It held less than 

$2,000. See Exhibit F. The Receiver has set up a new account for Zayat Stables and has already 

begun collecting accounts receivables and purse proceeds for deposit.5   

In the Receiver’s view, while it is true that horses were and are being cared for, that is due 

to the goodwill of farm owners, who could not in good conscience allow any animal to bear the 

brunt of its owner’s inability to pay bills when they came due. Their care for the horses was not 

due to Zayat Stables having the means to afford that care. The Receiver submits to the Court that 

despite their willingness to extend credit beyond their comfort level for the sake of the horses, 

most service providers’ patience had worn thin – and many were at their breaking point. She is in 

receipt of notices from farm owners and veterinarians stating they want the animals in their 

immediate care removed, in the case of farm owners, or that they plan to drop horses from their 

patient roster, in the case of equine medical providers. Due to their trust in a court-established 

receivership, however, some have now reversed those decisions and have agreed to continue 

providing quality care and training for these animals.  

 

 

                                                      
5 The Receiver will use these funds to support ongoing operations. As for the concerns set forth in the Reply that MGG 
is “not funding the Receivership,” the Receiver does not respond other than to say that the Receiver has not presented 
a request for funds from MGG as of this filing, so it appears this argument is premature. N
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Zayat Stables Misled the Court Regarding the Receiver’s Operating Decisions. 

The Receiver also takes issue with Zayat Stables’s criticisms related to her response to its 

stated concerns about specific horses and their training. In the email exchange between counsel on 

the question, “Please advise whether Mr. Baltas has been instructed to continue training DESERT 

STONE and whether GOZILLA has been transferred to Mr. Amussen for training” counsel for the 

Receiver answered as follows: 

Our team has been in frequent communication with Mr. Baltas and his employees 
about future training. I am not sure where your information about ‘significant 
confusion or reluctance of the future training of Desert Stone and Gozilla’ is 
coming from, but to the extent your client is making inquiries, I assure you that 
his doing so is not helpful.  
 

This email exchange, attached as Exhibit 1 to the Reply, is also attached to the 

Report as Exhibit G for the Court’s convenience. 

This response was intended to be diplomatic, but in light of the context in which these 

email exchange has been used in the Reply, the Receiver will be more direct. The Receiver is 

aware of these horses, has been advised as to their racing potential, and is making timely decisions 

as to their futures. It is Mr. Zayat’s inquiries into the Receiver’s actions which have hindered her 

ability to do her work by causing confusion among trainers and others as to who is in charge of 

training and racing decisions. The Receiver recognizes that entering certain horses for races will 

increase their value, and is in fact pursuing that option for certain horses. The decisions she makes 

are based on the information that she gathers independently from trainers and others. Though she 

has a standing offer to be available should Mr. Zayat choose to meet or want to communicate any 

information that can be helpful to her work, these decisions are no longer his to make.  
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Related to its unfounded training concerns, Zayat Stables’s criticism of the Receiver’s 

decision not to nominate any Zayat Stables horses for Triple Crown races is blatantly misleading 

to this Court. In its Reply, Zayat Stables states that no horses were entered for the nominal $600 

fee by January 25, 2020. That is true. It continues, “if a horse excels and qualifies for the Kentucky 

Derby but has not previously been nominated, it can only enter the race by paying a supplementary 

fee of $200,000 ($150,000 for the Preakness or $50,000 for the Belmont).” Reply at 5 (emphasis 

added). In making that statement, Zayat Stables seems to accuse the Receiver, or MGG, of making 

a $200,000 mistake.  

It is not true that it now costs $200,000 to nominate a horse for the Triple Crown. Zayat 

Stables fails to inform this Court of all the facts. From January 26, 2020 to March 1, 2020 a three 

year old can be nominated for $6,000. See 2020 Triple Crown Nomination Form attached as 

Exhibit H. Should any of the horses that race this spring show promise, the Receiver has plenty of 

time to nominate it to appear in a Triple Crown race for a reasonable fee. Given the (false) gravity 

Zayat Stables applies to missing the initial nomination deadline, it should not go unnoticed that it 

avoids explaining a) why it had not nominated the horses it deemed qualified prior to the 

Receiver’s appointment, or b) reached out to the Receiver to make sure she was aware of the 

deadline.  

Despite Challenges, the Formation of Sales and Race Plans Are Nearly Complete.  

Using bills and estimates from service providers, the Receiver has almost completed a go-

forward operations budget through which she plans to pay for vital services. As explained above, 

this process was unnecessarily prolonged in the absence of financial data, but she anticipates it to 

be completed this week. She has already placed horses in the Fasig-Tipton February sale, and is 

currently evaluating several private sales offers as well. Working with Mr. Bell, her 
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implementation of constructing a horse by horse sales plan is well underway, and in some 

instances, a plan to continue racing certain promising horses is in the final stages. In sum, there is 

certainly work still to be done, but the Receiver is pleased with the progress made, despite the 

continuing difficulties in gathering information. It is the Receiver’s intention to continue on this 

path of liquidation, or in any manner the Court directs, as transparently as possible.  She anticipates 

filing a summary of her progress, including a ledger of receipts and expenditures for the Court and 

parties to review on a monthly basis. 

Respectfully submitted, 

DINSMORE & SHOHL LLP 
 
/s/ Ellen Arvin Kennedy      
Ellen Arvin Kennedy (KY Bar No. 88347) 
100 West Main Street, Suite 900 
Lexington, KY  40507 
Telephone:  (859) 425-1000 
Facsimile:  (859) 425-1099 
Email:  ellen.kennedy@dinsmore.com 
COUNSEL FOR RECEIVER, ELIZABETH Z. 
WOODWARD  
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CERTIFICATE OF SERVICE 

 
This is to certify that a true and accurate copy of the foregoing was served on the following 

by email and U.S. Mail on the 5th day of February, 2020:  
 
 W. Craig Robertson III, Esq. 
 Daniel E. Hitchcock, Esq. 
 Thomas E. Travis, Esq. 

Wyatt, Tarrant & Combs, LLP 
250 W. Main Street, Suite 1600 
Lexington, KY 40507 
wrobertson@wyattfirm.com 
dhitchcock@wyattfirm.com 
ttravis@wyattfirm.com 
 
Jay E. Ingle, Esq. 
Alexander H. Gardner, Esq. 
Jackson Kelly, PLLC 
100 West Main Street, Suite 700 
Lexington, Kentucky 40507 
jingle@jacksonkelly.com 
alexander.garnder@jacksonkelly.com 
 
Joseph M. Vann, Esq. 
Cohen Tauben Spievak & Wagner, P.C. 
420 Lexington Avenue, Suite 2400 
New York, New York 10170 
jvann@ctswlaw.com 
ltauben@ctswlaw.com 
 

 
/s/ Ellen Arvin Kennedy    

 COUNSEL FOR RECEIVER, ELIZABETH Z. 
WOODWARD  

 
 

 

 

N
F

 :
 0

00
01

1 
o

f 
00

00
11

00
00

11
 o

f 
00

00
11

Filed 20-CI-00248      02/05/2020 Vincent Riggs, Fayette Circuit Clerk

Filed 20-CI-00248      02/05/2020 Vincent Riggs, Fayette Circuit Clerk

mailto:jingle@jacksonkelly.com

	1. NOTICE OF FILING

