UNITED STATES BANKRUPTCY COURT
Middle District of Alabama

Inre

Allegro Law, L.L.C. and Case No. 10-30631
Allegro Financial Services, LL.C Case No. 10-30630
Debtors Chapter 7

MOTION FOR EMERGENCY RELIEF IN THE FORM OF BEING EXCUSED FROM
THE AUTOMATIC STAY AND/OR OTHER ALTERNATIVE RELIEF

COMES NOW Louis C. Colley, Receiver for Allegro Law, L.L.C. and Allegro Financial
Services, LL.C (the “Receiver”), by and through his attorney, George Thomas, and states as follows
in support of his Motion for Emergency Relief in the Form of Being Excused from the Automatic
Stay and/or Other Alternative Relief:

SUMMARY OF POSITION

The Recetver’s position is that he should be excused in whole or in part from the stay and
tumover provisions in the bankruptcies of Allegro Law, L.L.C. Case No. 10-30631 and Inre Allegro
Financial Services, LLC Case No. 10-30630. The Receiver’s position has (in summary) five
arguments. (1) The Receivership began on July 9, 2008 and the Receiver is custodial assignee for
the benefit of creditors of the two debtors under Section 543(c)(2) of the Bankruptcy Code; (2) Even
if the Receivership is determined not to be an assignment for the benefit of creditors continued
operation of the Receivership 1s in the best interest of the creditors of the two debtors and abstention
under under Section 543(c)(1) or abstention under Section 305 of the Bankruptcy Code is warranted

in the discretion of the Bankruptcy Court (Under this argument certain portions of the Receivership
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estate could be turned over, but the operation of the debt management and debt settlement would
continue in order to benefit the customers who would comprise a large part of the creditor pool. (3)
Operation of the Receivership, as it is being handled by Louis Colley under the supervision of Judge
Ben Fuller has required aggressive decision making () in deciding that complete termination would
cause tremendous harm to the customers, (b} in transitioning the operations from the state law suit
defendants to the Receiver, and (c) in eliminating pay outs for excessive fees while continuing
relationships which are reasonable under a careful cost benefit analysis. (4) For the sake of arguing
for continuation of the Receiver, assuming that a decision is made not to terminate the operation
completely, the state Receivership is a good and reasonable low cost method for accomplishing the
desired result and the team is already assembled and sfﬁciently operating. Transition and continued
operation for a second time would be very difficult to accomplish for a Chapter 7 trustee. While the
Receiver was not counsulted on how the state court case should be resolved, the judge and the
plaintiffs (the State of Alabama and the Alabama Security Commission considered a Receivership
to be the best course of action for protecting the interests of those harmed by the defendants. (5) As
to much of the property in the possession of the Receiver as custodian, the debtors were no more
than custodian when they held legal title and now that legal title has transferred to the Receiver, the
debtors have no legal or equitable interest in the property under state law or Section 541 of the
Bankruptcy Code (Under this fifth argument certain portions of the Receivership estate could be

turned over or left in the Receivership as detailed in below in numbered Paragraph 22 and other

paragraphs.)
THE PARTIES AND STATUS OF THE CASES
1. Daniel G. Hamm (Trusiee Hamm), acting in his role as trustee of the bankruptcy
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estate of Keith Anderson Nelms ((Nelms) in the Chapter 7 Case No. 10-30430 entitled In re Keith
Anderson Nelms, filed the following two Chapter 7 cases: In re Allegro Law, L.L.C. (Allegro Law)
Case No. 10-30031 and In re Allegro Financial Services, LLC (Allegro Financial) Case No. 10-
30630. (Allegro Law, L.L.C. and Allegro Financial Services, LLC will collectively be referred to as
the “Allegro Companies.”)

2. Nelms had been the sole member and manager of Allegro Law and Allegro Financial
from the respective inception of the Allegro Companies.

3. Trustee Hamm has contacted the Receiver by letter notifying the Receiver of the
automatic stay and turnover rules which apply to property of a bankruptcy estate.

4, The Receiver files this motion in order to place certain facts and issues before the
court which Receiver contends would justify the Court to issue an order (a) granting the Receiver
a full excuse from the stay and permission to continue full operation of the Receivership, (b) granting
the Receiver a partial excuse from the stay and permission to continue partial operation for the
curren{ performing debt management and debt settlement customers, (¢) finding that the Receiver
is not subject to the stay because the Receivership property is not part of the Nelms bankruptey estate
or the bankruptcy estates of the Allegro Companies or (d) ruling that the Receivership can continue
to function under some type of bankruptcy court supervision or transition to Trustee Hamm.

5. In requesting this relief the Receiver will set out a series of facts, legal positions and
practical considerations in support of the Receiver’s posttion.

FACTUAL BACKGROUND.
6. In 2008 Nelms had accumulated numerous debt management and debt settlement

customers using his law firm name and using the name of Allegro Law, LLC.
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7. A number of complaints came to the attention of the Alabama State Bar Association
(the “State Bar”) against Nelms and Allegro Law.

8 At that time, the State Bar began a disciplinary inquiry against Nelms and Allegro
Law.

9. At some point during the initial phase of the investigation the State Bar discovered
that Nelms was taking client money and depositing the funds into accounts that did not satisfy the
State Bar rules for the handling of client funds or trust funds by lawyers and law firms.

10.  After determining that Nelms was using his status as an attorney to gain the
confidence of members of the public and that members of the public were entrusting funds to him
and to Allegro Law, the State Bar instructed Nelms in the following manner: (a) those who were
paying m the funds were “clients” under the State Bar rules, (b) the funds entrusted by the clients
were “client trust funds” and (c) the client trust funds must be held in accounts complying with the
State Bar rules governing attorney trust accounts.

11, The State Bar ordered Nelms to place the client trust funds in accounts which
complied with State Bar rules governing attorney trust accounts including compliance with Interest
on Lawyer Trust Account (IOLTA) rules.

12. InNovember, 2008, responding to the State Bar Order, Nelms established a series of
custodial trust accounts which complied with rules governing attorney trust accounts including the
IOLTA provisions.

13. Thereafter, the State of Alabama and the Alabama Securities Commission filed a
complaint against the Allegro Companies and Nelms seeking a temporary restraining order (TRO)

for alleged violations ofthe Sale of Checks provisions contained in Section 8-7-1, et seq. of the Code
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of Alabama, (1975) and the Deceptive Trade Practices Act contained in Section 8-19-8, et seq. of
the Code of Alabama, (1975).

14, Circuit Judge Ben Fuller found that the business arrangements of the Allegro
Companies were illegal based on a number of violations of Alabama law (his order is attached as
Exhibit “A”.)

15, Further, Judge Fuller concluded that the general public and the “customers” or
“clients” of Nelms and the Allegro Companies had been harmed and were being harmed by the
illegal practices of Nelms and the Allegro Companies which illegal practices included (a) large, up
front fees and charges by Nelms and the Allegro Companies and expenses paid to third party
marketers out of money that the customers thought would be used for payment of the customer’s
obligations to the customers’ creditors and (b) the false advertising that the debt servicing and
settlement would be handled by an attorney or law firm when some of it was not.

le. More particularly, the court determined that large amounts of money were going to
Nelms, the Altegro Companies and marketers rather than to payment of obligations of the customers
and normal debt servicing charges.

17. Though the court found that the customers had been harmed in entering the scheme
perpetrated by Nelms and the Allegro Companies, the court was concerned that now that the
customers had paid on the front end their benefits would out weigh their costs going forward and that
for the current performing customer, premature termination of the debt servicing and settlement
activities would severely harm the customer on top of any harm that the customer had already
suffered.

18, Thecourtexpressed a clear mandates to Nelms and the Allegro Companies (a) to stop
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any further debt servicing and settlement activity, (b) to stop the further signing up of customers, (¢)
to turn over all accounts to the Receiver, and (d) to disgorge all fees that they had been paid in the
course of the illegal operation (to date no fees have been disgorged.).

19.  Thecourt expressed a clear mandates and authorizations to the Receiver (2) to refuse
to sign up further customers, (b) to account to the court, (c) to determine which contracts should be
continued by the Receiver in order to achieve the best interest of the “client” and continue those
contracts (The state court order uses the term “client” in reference to the customers of the Allegro
Companies .), and (d) to establish a claims procedure for creditors of the Allegro Companies and to
examine the validity and priority of all claims making report to the court to determine which claims
should be rightfully paid, and (e) to file such law suits or “Supplemental Proceedings” as the
Receiver deemed appropriate.

ACTIONS OF THE RECEIVER

20.  Upon and since the receipt of the property of the Receivership estate by order of the
state court on July 9, 2009, the Receiver (who did not solicit this case) has, with the approval and
ongoing supervision of the state court, attempted to carry out his duty to oversee the Allegro
Companies strictly in compliance with the state court order.

21.  The Receiver has been in close consultation with the Office of the Attorney General
of the State of Alabama and the Alabama Securities Commission in determining what operations to
continue until the operation winds down and what operations to shut down early in the best interest
of the customers.

22, In that the Receiver has reported regularly to the Circuit Court, his actions are a

matter of public record and are open for inspection and in aid to the court the Balance Sheet for the
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Receivership is attached hereto as Exhibit “B”. An explanation of the operations of the accounts at
River Bank is given by John Fendley CPA with Jackson Thornton which is the accountant for the

Receiver as follows:

“Accounts 3165 and 3173 were general accounts of Allegro Law LLC funds and have
had no activity in them since the Receivership took over. The state court ordered all
fees of Allegro Law to be disgorged. Client funds are electronically deposited
through the ACH system into account 3207 for Debt Settlement (DS) and 3215 for
Debt Management (DM).

With regard to DS, client escrow funds are transferred from 3207 to account 3223
and the gross fees are transferred to account 3181. DS processing fees are paid to
Seton and Vanco from account 3181,

With regard to DM, payments are made from 3215 directly to the credit card
companies for their monthly payments. Gross fees are transferred to account 3199,
Americorp and Vanco are paid from account 3199,

All Receivership fees have been paid from the DM account 3199 - they could just as

easily have been paid from account 3181.

In summary, the money in the three IOLTA accounts are true escrow accounts held

by the Receiver for customers. The two small accounts are old fees of Nelms or

Allegro Law. The two operating accounts are the accounts which have grown as a

result of the Receiver not paying marketers or the excessive percentage fees which

the court instructed the Receiver not to pay.”

23, In the process of protecting the customers of the Allegro Companies, the Receiver
has accepted no new customers and has carefully maintained the accounts of the Receivership
operations,

24.  The Receiver was appointed on July 9, 2009 and has underfaken his duties from that
date until the filing of the Allegro Companies into bankruptcy at which time the Receiver hired
counsel to address the issues involved in this motjon.

25.  During this period, the Receiver has endeavored to analyze the operations of the

Allegro Companies and based on the contracts signed with the Allegro Companies, and from his

analysis considers the customers as falling into 2 distinct categories: those who were pursuing debt
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management and those who were pursuing debt settlement.
DEBT MANAGEMENT CUSTOMERS

26.  Debt management customers had agreed to make monthly payments to the Allegro
Companies which in turn paid creditors amounts negotiated by the third party processor (These
amounts were reduced amounts because the third party was generally able to negotiate reduction and
or elimination of both the interest rate on the account énd late charges applied to the account.
(Summaries explaining the management and settlement programs and the benefits based on
reductions of the debts for debt management customers and for debt settlement customer are attached
as Exhibit “C” and Exhibit “D” respectively.)

27. These agreements were to continue until the end of the payment plan unless the
customer dropped out prematurely,

28.  Solong as the payments were made to the creditor, the creditor would not initiate
collection efforts against the client.

29.  Ifthe payments to the creditor ceased, the client would likely be sued by the creditor.

30.  These connections were difficult to transition from the Allegro Companies to the
Receiver (and would be difficult in not impossible to transition to the to the Trustee in bankruptcy).

31.  Without a continuation of the payment stream, the customers would lose the benefits
of debt relief for which they had contracted and toward which they had already made past payments
in that it would be likely that interest rates would go back up and late fees be added and they would
be subject to collection or suit.

32. The Receiver determined that the debt management customers needed continuing

services in order to do them the least harm and a reasonable certainty of some benefit through the
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interest and late fee reductions or eliminations.

33. That is, with regard to these debf management customers, the Receiver endeavored
to continue the receipt and payment of money as per the agreements of the Allegro Companies with
the customers and the creditors of the customers.

34.  Under these agreements, prior to the Receivership, in addition to the direct creditor
payments, the Allegro Companies paid fees to marketers, to Allegro and to Americorp.

35.  Based on the ruling of the state court judge, the Receiver treated the receipt and
disbursement of the payments as his duty to pass the amounts of the customer’s property which was
necessary to pay the customer’s creditors under the negotiated agreements giving no benefit to the
Allegro Companies or to the marketers.

36. By cutting out the excessive Allegro fees and the marketing fees, the debt
management process has functioned on schedule paying the creditors, Americorp, the court approved
hourly fees of the Receiver and the accountant for the Receiver.

37.  Iftheseservices are disrupted or stopped, immediate and irreparable harm that would
occur to the customers.

38.  These debt management services will wind down at the end of the debt management
contracts ot sooner if the customer stops paying and drops out of the contract.

39. These contracts were vary in duration and vary in the duration remaining.

40.  The drop out rate is estimated at less than 10%.

DEBT SETTLEMENT CUSTOMERS
41.  Debt settlement customers had agreed to make monthly payments to the Allegro

Companies until high percentage front end fees were paid to Allegro and then until their payments

00185200 - 5 9

Case 10-30631 Doc 8 Filed 03/18/10 Entered 03/18/10 15:57:50 Desc Main
Document  Page 9 of 18



were sufficient to settle their debt with their creditor.

42,  Theagreements involved accumulation of moneys by the Allegro Companies to hold
for the customers while efforts to settle the debts were attempted.

43, Settlements were made when the creditors agreed to settle for the amount
accumulated for that client.

44.  Durng the temporary restraining order period of the Receivership, the Receiver
continued with the same procedure without charging the front end loaded fees; however, now that
there is a final order the Receiver was in the process of determining a fair method of closing down
the debt settlement process.

45.  Though the Receiver had developed certain ideas of the best method to shut down the
debt settlement, his intent was to seek court approval from the state court judge on how to proceed
(In this regard, the customers who are still in the first 18 months were subject to the highest fees of
the Allegro Companies and the marketers and accumulated very little to settle debts, but those who
were past that point stood a very good chance of getting a favorable settlement. The Receiver had
drafted a letter (but not yet sent it out) to every current customer of both settlement and management
regarding options for continuation, cancellation and a claims process for them in making a claim for
their losses. A similar letter would need to be sent to past customers.)

46. Within the debt settlement customers, each active customer has an account balance
which could be refunded to that customer.

47.  Uponrefund, the net effect to these customers would be that they would have lost the
fees charged and would not have their debt settled.

48.  Thedrop ouf rate on debt seftlement customers who have dropped out of the contract
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is only around 15%.
PROBLEMS COMMON TO BOTH TYPES OF CUSTOMERS.

49.  TheReceiver acknowledges that fairness concerns arise in both the handling both debt
management customers and refunds to debt settiement customers.

50.  Onesignificant problems common to both types of customers is the problem of what
to do about drop outs because this group had accumulated money before dropping out..

51.  These customers have neither gotten their money back, nor have they settled their
debt.

52, The Receiver has taken the initial position that these drop outs have lost the benefit
of their bargain by not living up to their side of the bargain; nevertheless, because the original
bargain was illegal, the Receiver has spent substantial effort in considering how to devise a way to
provide faimess in the form of some compensation to these parties.

53.  The problem in making this compensation work involves a number of issues
including how far back to go based on drop out dates.

LEGAL ARGUMENTS

54.  Ifthe Bankrupicy Court determines that the accounts of the Receiver are property of
the Bankruptcy Estate or could be clawed back into the bankruptey estate, the Receiver requests
excuse under 543(c)(2) , or 543(c)(1) or abstention under §305.

55, TheReceiver contends under 543(c)(2) that he, as custodian ofthe custodial accounts
of the Allegro Companies, 15 an assignee for the benefit of creditors of the Allegro Companies who
was appointed more than 120 days prior to the filing of the petition in the bankruptcies of the

Allegro Companies.
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(a) Admittedly, Nelms and the Allegro Companies have other creditors,

(b) One set of creditors (and probably the largest sef) is the set of the past and present
customers of Allegro Companies.

{c) Another set of creditors would be marketers.

(d) Finally, Nelms is a potential creditor.

(e) The goal of the Receiver has been and remains to protect the interest of the customers of
the Allegro Companies to the exclusion of the creditors of Nelms.

(£) 1t would seem that any claim of Nelms in a bankruptcy of the Allegro Companies would
be equitably subordinated due to his wrongs and as the equitable member.

(g) As for the Marketers, the claims have been resisted by the Receiver as excessive, bul
could certainly be considered, after the work of the Receiver is done in completing the debt
settlement and debt management activities,

(h) The past customers of the Allegro Companies are the most troubling to the Receiver.

(1) These past customers have lost money and, though the loss was do to their own
defaults under their contracts with the Allegro Companies, the contracts were void and illegal.

(ii) These past customers seem to the Receiver to be victims, but victims who are
more remote than the active customers who are sill paying their money to receive the benefit of their
bargain.

(iii) The Receiver’s primary goal has been and to wind down each of the two arms
of the Receivership (debt settlement and debt management) in order to minimize the harm to the
current customary.

(iv) After the wind down, if funds arc available, the Receiver is under order to seek
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court approval as to which of the creditors of the Allegro Companies should receive dividends.
(v) After the wind down the Receiver would ask the state court to make these
decisions only if the Bankruptcy Court agrees that the money is not part of the bankruptcy estate.
(vi) If the coutt rules that the assets of the Receivership are part of the bankruptcy
money is made part of the

56. The Receiver’s arguments under 543(c)(2) and similarly under §305 are for the court
to decide base on the best interest of the creditors.

(a) The Recerver’s position is that, even if the Bankruptcy Court determines that the
Recervership assets are property of the bankruptey estates of the Allegro Companies, it is in the best
interest of the creditors (the anticipated claims against the Allegro Companies would render them
insolvent) of the Allegro Companies to excuse the Receiver from the operations of §543 and abstain
from interfering with the State Court Receivership proceeding.

(b)  TheReceiver needs immediate temporary and permanent excuse from the automatic
stay and duties to turnover property in order to prevent default in the thousands of debt management
plans of the former customers of the Allegro Companies who are now relying on the Receiver to
keep their debt management plan current.

57.  The Receiver should be excused from compliance with the stay and turmover
provisions and have permission to continue full operation of the Receivership because neither the
Allegro Companies nor Nelms has any legal or equitable title to the property being administered by
the Receiver:

(a) it was the position of the plaintiffs in the state court action that contracts under which the

customers paid money were void and illegal under state law.,
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(b) This position was upheld.
(c) The state court ruled that Possession and control of the operation, the contracts and the
property was removed from the wrongdoer and turned over to the Receiver.
(d) The findings in the state court are based on the determination that title to property in
Alabama does not transfer from on party to another under a void contract or illegal transaction.
(e} The property continues belong to the customer and the Allegro Companies received and
hold the property only as constructive trustees for the customers,
{f) The Allegro Companies never acquired legal title to the customer’s money, but if they did
Judge Fuller ordered it disgorged and gave legal title to the Receiver.
(g) In the order attached at page 10 paragraph no. 6 of the IV Conclusions of Law - Sale of
Check status as follow:
“6.  The Defendants have no ltegal right to engage in the debt payment
services business and, due to the nature of the ongoing illegality, have no
legal right to refain and continue to receive funds for the illegal services
provided.”
(h} Section 541 of the Bankruptcy Code, federal law looks to the law of the state to
determine whether property interests are of the bankruptey estate under.
55.  As further argument the Receiver points out the following:
(a) While Nelms was still operating the Allegro Companies, the Alabama State Bar ordered
Nelms that as an attorney the funds which he and the Allegro Companies were receiving were “trust
funds™ and that the moneys must be held in accounts complying with the rules governing attorney

trust accounts,

{b) In response to this order, Nelms in November, 2008 established a series of custodial trust
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accounts which complied with roles governing attorney trust accounts including the IOLTA
provisions.

(c) The accounts contained money of the customers for who the Allegro Companies held, at
most legal title.

(d) Judge Fuller order that custody of these accounts be taken away from se accounts have
been maintained by the Receiver.

PRACTICAL OBSERVATIONS OF THE RECEIVER

56.  The Receiver cites the following addition observations:

(a) The Receiver and his accountant are personally monitoring the accounts
balances, the receipts, the disbursements (which have been halted until order of the bankruptey
court), the actions of Americorp.

(b) If the court desires to require additional monitoring or reporting, the Receiver
will comply.

{c) There are approximately 11,000 current performing debt management
customers .

(d)  Itisthe Receiver’s view based on his own observation and on consultation
with his accountant, Joe Borg at the Alabama Securities Commission, representatives of the Attorney
General’s office, and Judge Ben Fuller that shuiting the management plan down would be the worst
outcome for the current performing debt management customers causing a greater harm to these
current performing debt management customers than any victim has suffered to date at the hands of
Nelms and the Allegro Companies.

(e) If these current performing debt management customers lose their ability to
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satisfy their debt management plans by fulfilling their payment obligations the (the current
performing debt management customers) will in a needlessly circular fashion become the largest
dollar amount of the creditor pool in the bankruptey estate of the Allegro Companies, but will lose
out regardless of the percentage of their respective money that each one gets back.
@ The Receiver has no vested interest in this matter other than receipt of a
normal hourly rate of $200.00 per hour,
() The Receiver’s motivation in this case has been:
(1) to serve the Circuit Court and Circuit Judge from which his order to act as
Receiver originated;
(1) derivatively to carry out the order of the court in favor of the State of
Alabama and the Alabama Securities Commission (The Alabama Securities Commission director,
Joe Borg, his counsel and the Attorney General of Alabama are in support of this motion and have
meet with the Receiver and this attorney regarding the merit of continuing the Receivership);
(iii) the Receiver believes the current plans which he has for the Receivership
are in the best interest of the current customary; and
(iv) The net amount of money under control of the Receivership has grown
by some $4,000,000.00 during the course of the Receivership (see attached Exhibit). (v.) Based on
this growth and expected continued growth, the Receiver believes that it is in the best interest of all
creditors of the Allegro Companies to continue Receivership.
RELIEF
57. Receiver requests in the alternative both temporary and permanent relief in order to

protect the Receivership. That is, Receiver requests that court allow it to continue operations
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immediately so that payments are not disrupted, Disruption of payments would cause immediate
harm similar to the what occurred in the transition from the Allegro Companies to the Receiver.
Outfall from the delay and transition is still ongoing and to disrupt the process would be particularly
damaging and cause complaints and other customer reaction that the Receiver would have to handle.
If the court want to take time in deciding the permanent result of these proceedings, the Receiver
requests that it allow the Receiver to operate until the decision is made. Obviously, the permanent
relief that the Receiver want is a ruling that all ofthe Receiver operations can continue. The Receiver
realizes that some of its accounts which contained pre Receivership fees of Nelms or the Allegro
Companies would belong to Nelms or the Allegro Companies if the state court had not ordered all
fees to be disgorged. If these amounts should go to Trustee Hamm, the ongoing Receivership would
not be disrupted. The Receiver is duty bound to protect and preserve the Receivership estate and the
same has grown under his operations. The Receiver would expect the estate to continue to grow and
would certainly be will to report to the court during any interim operation if the income and outflow
of the operation changed materially for the worse. Movant requests the relief plead or such other
relief deemed appropriate by the court.

MOVANTREQUESTS AHEARING AT THE EARLIEST POSSIBLE DATE AND ASSURE THE
COURT THAT SUCH IMMEDIACY IS WARRANTED. COUNSEL FOR TRUSTEE IS

AVAILABLE IN THE MONTGOMERY BANKRUPTCY COURT ON FRIDAY MARCH 19,
2010 AT 11:00 AM.

Respectfully submitted this the 18" day of March, 2010.

<George W. Thomas>
George W. Thomas (THO042)
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Attorney for Louis Colley, Receiver

OF COUNSEL:

KAUFMAN GILPIN MCKENZIE THOMAS WEISS, PC
P.O. Drawer 4540

Montgomery, Alabama 36103-4540

(334) 244-1111 / fax (334) 244-1969
gthomas@kgmlegal.com

CERTIFICATE OF FILING AND SERVICE

Comes now George W. Thomas, attorney for Louis Colley, Receiver, and hereby states that
he filed the attached Motion for Emergency Relief in the Form of Being Excused from the Automatic
Stay and/or Other Alternative Relief with the court electronically on March 18, 2010.

Dated this 18" day of March, 2010.

<George W. Thomas>
George W. Thomas (THO042}
OF COUNSEL
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;the cuntmuatmn of such violations and such wrongful course- i‘}f usme&a

-. Dertbndants, and to
- an accounting by Defendants as to the number. of their oustomexs and the funds obtamed by
Defendants relating to those _eu&tamers.

8 . The Commission is f'urther entitled-to a permanent nuunchon against Defendants,

their officers, directors, agents, servants, emp]oyees, BUCCESSOrs -l attvmeyswm-fapt and any
= person whe directly er indirectly, through. one or more mtennedxarws contmls, is controlled by,

ot is under common wnt:ml with i fmdants and all those in active: concmi 0r participation thh

-each such.Defendant, enjoining cm;;_t;ﬂumgmoiatlons of the Salﬁ_oi}@heak Act by Defendants.

9. The conduct by Defendants constitutes violations.of ¢ Alaby -Sales:of Checks

Act in at least the following respeats:

(@) In connection with the: sellmg, issuing ot ethefwzse dmpensmg checks: or

: recemng money as agent for obligors for 1he put;aose of paying su l,;»hgers bills, invoices or

accgun%s in. Alabarma, Defendauts dmacﬂy or mdxrectiy advertised: : ustomers on the Internet
at atime they were not -114:ensed :'pt;rsuant to the_Saie of Checks -Act; '

(b) Defendants eitered illtu;*ﬂg¥§§m§§E§-With_ custome wh:-:reby_-:.thasc customers

paid:over to the Defendants funds puréagnt. to i:héél-’i&fendants" debt. gnt services programs;

(¢) Defendants received funds . paid by customers ' spurpose of -making
‘payments-to the customers’ creditors;
(d) Defendants charged customers a fee-for the :above described services in

connection:with their debt.payment. se'mccs p gmms,

(e) Defendanfts-{%&éfeﬂiﬁever Iicaﬁs’é&‘ ‘pursyant.to theS&le of ,C;"Z._'_'_é;:&ks--_Actﬁand were

'n@t f:xempt from the licensing provisions of t}w b’ale of Cheeks. hermore, Defendants

--contmued to do business after bemg ne‘aﬁed that they wer yisiness without a
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“license and openly continued theiy wrongdoing; - 'f

H Defendants;fiaave:-illegally- pm-'ﬁted from their» jors ff-'éff-the sums recetved

j,:?:,as compensation for servxce& prowdod unde; Defendants’ dabt ymen‘c Services . “programs

during the petiod they were not. lmensed

L. The State of Alabama, by and through its Aﬁoﬁn&?sﬂ%’@eneral, is authorized under

the Deceptive Trade Practices.Act.to bring.an actwn against any PeESOn who is engaging in, has

unlawﬁll und@r the Act
__ Ald. Code § 8-19-8 (1973). Thu Attomey Gmerai may brmg, an astion against such person 1o
restrain by temporary . Testraining order and temporary or permanent injunction such acts or

- _practices. Ala. Code § 8-19-8(a) (1975).

2. The Dcce‘ﬁﬁw; ,aeie Practices :Act allegation; Plaintiff's Complaint atg

ancillary causes of action and ate in addition.to the ‘Sale of C‘ ecks Act allegatmns The

exemptmns in § 8-19-7 of the Cﬁde do not pmhlblt the Attﬁrmey General from instititing legal

proeeedmgs to enforce the. Beceptive Trade. Practtcas Act, Ala_,-a C‘nde $:19-7(5) (1975).

3. The A;]abama Deceptive Trade Practices Agt prohi g _: gmggging:rizmapy other

uaconsciopable, false, misleading, or deceptive -act ur_'pfé'

commerce.” Ala. Code § 8~19§S(27} (1975). The sonduct byl:lf)efél;xdants constitutes violations
of tha Alabama Deceptive Trade Practices Act in at least the f‘ollowmg mspects* '

' a. Defendant 5 debt setﬂemem program: faded m reduce comumets debt in
+ - most cases, negatively:affected ryﬂnsumers credit ratings, m}_‘cj.__gﬂb,]e;:’se_d‘-'cust?}fmers,’to;:jncreased
lawsuits and cnlléﬁtion activities:by creditors. |

b. It was deceptively uneleat:io. Allegro customers that Aﬂ_egm Law would
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collect its: fees in tull before. any funds were: useﬁ 1o-pay 1o credltél sA
¢. Defendants use of the namé. Allegro Law, LLC waﬁ false, misleading, or
deceptive. Defendants rmsled the public by representing to consumers that Dcfendams were
providing customers with legai services when they were not. Gonsu,mers were deceived by the
Allegro Law name, believing ﬂ}_ey-wgre ‘hiting a law. firm to represer}tzgﬁh@m ra_g__ramst their creditors
. when, in reality, Defendants wére ac-ting__:;as..é. middle man and a source of referrals for

Amertcorp, which-is.net.a. law ﬁrm Amemorp handled the majunty of mmai and subsequent

client communications. and: the: mauonty ofall negmuatwns and: sett Iei ments w1th the creditors of
Allegro Law s clients. Aﬂegm customers were: dac:erved by this:pe t _;Ei-;.becausa the specialists
answering the phone number; gmvided by Allegre Law were not ,._la\aé&e:rs, anda‘%ihswered.mc phone

ag 1f they were employees of Ailegro Law, when they were actually: employees of Americorp.

4, Defendants. ereat d_contusmn for.consumers as to' the: certxﬁcatmn of:services in

violation of § 8-19-3(2). of: the Deceptwe T;raﬁe Practices Act. Althaugh Miegro Law used a

New York address, Defendant Iﬂ_alms was not licensed to praq_j;i;_‘f_:. daw. xrl New York and
Dofendant . Allegro was not. registered to conduct business or 0perate as_ a limited liability
company in New York.

5. The Deceptive: ‘Trade: Practices A¢t also pl‘ﬂhlblts “[ulsing deceptive
representations or designations of geographic origin in conuectién ﬁri:l;h goods or services.” Ala.
Code § 8-19-5(4) (1975). Allegro Law deceptively used a Wall: Street address:in New York and
New York.phone numbers fm‘ customer contact, leading Allegm ch@nﬂ 1o :ﬁalsely believe that

Allegro law was a New York-based firm.

Based upon the foregoing. fag_ts_.z_md gonclusions oflaw, in accordance-with Rule 65(d),

s
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.-r,;the} Court sets forth the following reasons for ihé Issuance of the?ermaﬂemlnjuncnon :7

1, The Plaintiffs have. cstablishggj;:_‘tii;{ right of tlrxeu_:puéiﬁ&i;}':flﬁ--]'J’iﬂ.oteeted from the
unregulated and unlicensed business activi—tie,é of d,efandm}tls_.:”_ Thé._@mrt.has. the authority to
grant an injunction enjoining the illeg_af business activities (;f D.cfgﬂg}g;}ts in_.}ré‘?der to protect the
gegeral public from uniict:nst;d business activity.

2. The Defendants have induc_;_ed--‘ thousands of ﬁﬂﬁiﬁmﬁm t(}j)e‘fi B&qome clients of

Defendanis’ unlicensed debt payment business by advertising that.l cugtoiners to believe that

Defendants are licensed and conductings-business‘.in i[:cmfxpiiam:fa:-:\?&}"Jif__1 ) _éﬂaamw laws,
3. Unsuspecting. consumers. have paid: mxﬂmns 10, {)afeﬁdants for- payment of eredit

card debt. Defendants are illieitly diverting some of this money to i emse,lves and their families

and other businesses, Contmuedom'epamble hanm will result--to Eele): ers thhmut the requasted

rehef beeause Defendants: haw aireagly transferred funds to. mdwy alf-z-’whn are fot creditors of
consumers. The Plaintiffs have established that the g;ontmuﬂd-.:-fyni;c}enscd and unreguiated

activities of Defendants cause itreparable injury to their customers,

4. The Plaintiffs have also es_tabi_iéhmd the right :of :th ,ggngﬂfning pu’bilo to be

' _,-:gmi;ét:ted from deceptive, unlawful-trade practices. Ala. Code § ] 75) This Court has

the authority to grant an injunc;iqi;-;n;ﬂi_ning the 111*3@31 business. activities of Defendants in order

to protect consumers from unlawiul trade practices:pursvant-to Aia ode §.’%3a«19—8 {1975).
5. A permanent injunction must he_::_@ss.ued and a receiver-appointed pefm;inentiy.-;in
order to prevent the De:fem@l_gmg_:ﬁfom mﬁntinumgthe divergion of | ney for. uses other than the
payment of the obligation of the customers. : |

6. Plaintiffs have no aciequate remedy at law to pm;e “the eonsul'ning public against

these .continuing illegal business activities dﬂd uniawful trade p.__:_ﬁtlces ~If Defendants -are

Z.Case 10:30631 Doc 8-1 Filed 03/18/10.:Entered-03/18/40 15:57:50 ' ~Desc Exhibit
Exhibit A (State Court Order) Page 14 of 30



permiited - to continue to conduét unlawful - trade practices. ang. contmue the above-cited

unlicensed business activities, the number of ‘consumers -aggrieved by these illieit acts will
increase, . Monetary damages will not compensate cust{amersl.;whé ave- had.their credit rating
ryined, impacting their future ability to obtain credit, insurance, jobs; homes and apartments.

7. Injury to the vietims in this.case is both imming ndirrepéi%ble. Consumers

< entering the Defendant’s unlicensed and deceptive program suﬁar,.ii;;mggi}iate. harm to their credit

seores because no further payments are made to creditors and. creditors report the consumer’s

faillure to make timely payments..on.their ac¢ounts. to. credit saus and credit reporting
_agencies. This demage cannot be repaired and will typically.remain. on aongﬁiﬁm’~ credit report

for.many years.

8. The granting of the requested equitable relief will ﬂgurc that-:'fﬁturg:-f;:aayments to

the Defendants from consumers-ate not illicitly diverted and:that, the Receiver determines a
proper course of action to assure that funds are used appropriately.

9.. If a Receiver is not permanently appointed by this Soust, consumers .wﬁfll suffer

irreparable harm as Defendants will continue to have wnfettered toritrol over. mﬁiﬁswners’ funds to

disburse said funds, as has occurred in the past, for the benefit of tlf f 'ndams and their family

and associates and NOT to -creditors of the consumers, Thousanids- of consumers had been
makzng menthly payments to the Defendanis at the time this murt entered 8 Prehmmary

Injum:tmn and it is foreseeable 1hat other consumers would. contmue to szgn up as clients and

pmwde even more money-io. De:tendants ifa Recewer 18 -not ;per -anently appmntcd by this

Couft

10.  The Court thareﬁ)re: finds that immediate and.j mapar 'bie:mgury will.oceur in the

absenee of permanent mjunetwa relief, that there is no adequate rem:”dy at law; that the- Plaintiffs
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S bave succeeded on the merits. of the uﬂﬁe, and. that the haIdB}“HP pcmad UF’W th" Defendants

will not unreasonably outweigh the benefit ..m--tha&?iamnﬁ‘s sand:thy anting the: injunction will

not dlssewe the public interest, but in fact is requlred to pmt@ct the_ :A_uhhc mt@rest. Plaintiffs are

enntled to permanent injunctive relief.

VIL. ORDEREQR PERMANENT INJUNGTION

Based upon the foregoing, and for g_m;ﬂ;cauaa. shcwﬁ;:?'li’_-laigﬁ *s:Motion for Permanent

. ..haii;_;nctian is GRANTED. :Accordingly, it is hereby ordered, adju ¢ :@meﬁ ils--fOllQWS,
l.i"e_ffcz:tive this date: ‘. z |
L, That the Defendants are pennanemly enjoined fmm cngagmg in the business of
receiving money as agent for obligors fﬂl‘ the purpose of paying suq‘. ' phggrs.. bills, invoices or
accounts;
2, That the Defe;;ﬂja‘_nts arg. permanently enjoin@d_ﬁ-‘@m tmg,acqmnng qr‘:enteﬁng
Into-contracts with new customers from the date of this Order; |

3. That the Permanent Recewer is ordered to n@ttfy Ailegro Law’s customers and

the: ered:ttars of their customers.that Defondants: hava been permanﬂ ¥ enjoited from providing
services on behalf of their. customers; | l.

4, That the Defendants are hemby directed .m_@i_sciog edig‘ggly;te the Permanent
Receiver the existence and location of emy ﬁnancml acwunta m-' :Batgﬁégffi-'braﬁk@mge ﬁrms,
‘redit unions, or any other financial or. depos;ltory 1nst1tut10ns, . N

3. That all banks, brt)keragqgimm;-e_r_reﬂit.umqns,- or.any:other financial ot depository

institutions.in which funds are deposited ‘by Defendants, théir agen ggrvz_;pﬁ_‘s';ﬁ-or employees, or

upon which Defendants hawe szgnatory authemty, in whatever e ‘Sﬁms are held, shal}

{reeze all activity on these acc:ounts, subject to: the Permanent Recewer sdi

-iion-. Further, all

~ Case™10-30631 Doc 8-1 Filed 03/18/10::Entered 03/18/1
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activity on any account of Defendams;i;fgﬁmeh;mgn@y is depbsited _ mwh ) .‘D.e,_fgndants have
signatory authority and iatsrzfi_ismvered bylettffshall be frozéft;,.fsﬁbj@@gtﬂ the Permanent
-Receiver’s.direction; | ¥ |

o 6. All banks, brokerage firms, credit unians and other fmancxal and depository

msmunons, wherever they may.be iocatacl including but not hmlte ' Steflit‘fi'g Bank, Wachovia

Bank and Signature Bank, shall frecze. atl accoutiis on which: thf: Defendants have sngnatory

authority, regardless of th'e-_ggmer of the account, subject 1o .ihe” anent &egawer $ direction;
All accounts, of whatever. type, -in which Déf{:ndam Keith Anderson Nelrrls has signatory
authority, are hereby frozea,-sf@i?jéc&;tq the Permanent Receiver’s direction; Defendant Nelms is

prohibited from withdrawing fundstmm :;m_y and. all ﬁnanlcial_..acqaunts, wh’;a_mver they may be

located and however the accounts are named, subject to the Petn :t- R@z&éiﬁ;‘er’s.direction;

7. All banks, brokﬁrage hrms creﬁxt unions, and. .,nt‘her ﬁnamml and deposztory
iﬁsf-itutions wherever they may. | be located, including but not hmited'stt) Sftezf]-mg Bank, Wachcvm
;‘-.Bank and. Signature Bank, are. tardez&d to provide 1mmedxate1y to the - Rﬁcﬂl\'el' and fo the

,;Plamtﬂfs ell financial records involving any account in. Whli:

e d@fmdant has slgnamry

authority;

8. Further, all activity on any account in which Dﬁfendam Nelms has signatory

authority which is later discovered by Plaintiff:oriby. rmy ﬁnamial mqtnutmn is he:reby and shall

“bé fiozen, subjest to the Pernianent Recewer g dlrectmn

9. That the Se:ti@_C_antfi.\'i-.am-;ﬂrdered {0 disclose to ’gii&"ﬁeceivcr and to the Plaintiffs
the identities-of all persons who act as agents, representatives, employees, e(a;a_s{qltams or
mdependent contractors or who. have provided the narpes of potential c:ustnmars for Defendants;

10.  That the I)etendants are: ordarcd m pruvnde to thf: Pérmanent Rec:ewer a list of-all
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webiites and/or Internet addresses wuseil by Defendants to discuss, éribie or. advertise

their services, to solicit business, to. offer services, ot to. provide ongerning the payment
" of-bills, inveices and accounts afid the means by which to aceess websites, including all
. paséwo:ds;

11.  That the Defendants. pmwde to the Permanent Recewer an: acecmntmg of atl funds

mewed by or paid to Defendants at any nme; that Defendants were doin husx_ness;

12, That Defendanis:diggorge to rthg.i?@manem;;{: lifiees;. funds and monies
* " recéived by Defendants;
13. Defendants and all persons associated w&ththem are ‘enjoined.from engaging in a

debt settlement or debt management. servige business within, or from Alabama or with Alabama

: : -c;gstainers-; |
| 14, Defendants and all persons ﬁﬁ&ﬂ@iﬁtﬁd with thema‘re eﬁjomedﬁ'cm promaoting,
| advertzmng, or conducting any unhcensed debt payment, _d~b ot éﬁt‘f}iﬁfdﬂbt management
..servme business on any and all Interm:t Sltf:S ’
15. Defendant. Kexth Anderson Nehns A ezgmned ffﬁm , ’ﬂldraw;ng funds from any
-and'all financial accounts, whe;zjgve:r:they may be;;la.cated;

16, Defendants Aklégm Law, LLC, Ail’égm Financi&l vices, LLC and all persons

aa&.omatad with them are enjomed frt}m thhdrawmg funds. fmm.._any and ail ﬁnanc;a} accounts,

assosiated witl them are

ordered to disclose inunﬁdiaw_:yr to.the Permanent Receiver the éﬁi—istéﬁée and locatien of all

financial accounts in all banks, brokerage firms, credit unions,.or other financial or depositery

institutions, wherever they may beilocated;

17.  Defendants and-all persons associ oined. from disposing of,

‘Case 10-30631  Doc 8-1Filed:03/18/10 “:Entered 03/18/10 15:57:50.. - Diesc Exhibit
Exhibit A (State Court Order) Page 18 of 30




trangfe rmg ot otherwise moving cash, checks.or uther finanicial

otherwise in their possession;

18.  Defendants and/or their agents shall provide a list 0_'_‘:,all-euswﬁ1ers, reflecting the
amounts that customers were charged as.an. mnt}al fee, as a monthly fee and any other amounts

received by Defendants from each of. Defendants customers,

The Plaintiffs have coriténded and the Guurt hereby finds.tht: ¥ 0 genuine issues
of material fact. In the Motion and Brief in Suppert thereof, the: ints out that this

action was brought because of Defeiidants’ failure under the .Aleib‘aﬁia Sqiegi-'i}f Checks Act to

obtain a license before engaging in such debt pagment services. Th finds-that there is no

.;;geyuina issue of fact regarding this.matter, as Nelms adr_ni;:t_edliﬁ timony that he did

not obtain licensure prior to conducting a sale.of checks brasirie '”"-ifmwiile, Alabama. The

Cowrt grants summary judgmem on this:issue.

The Plaintifts have also wntended and the Court. hareby fings,. th ere are no genuine

issue.of material fact concerning the diiegauons broug,ht under.the D 6} vé Tiade Practices Act

(heremaﬁer, “DTPA”) regarding the. fals@ misieading, or df:ceptweinature of Allegro s business.

Allegro Law, LLC (hereinafier, . “Allegro”) advertised itself to th public -as a law firm that
nffered-:debl: payment and debt settlement sew.ices.- On its wabsite;i‘: -:Aliﬁgm..Law advertised and

= if.rcpresented to potential clients that it was. maﬂagwd by and. emplayad hcensed attorneys and

| ﬂlerefore operated under higher standards, possesaed greater knowledg,e, eapahihty, and skill,

and achieved greater success at handling debt settlement than:non;_-_g};gorngy, service providers,

Further, Allegro Law promoted a pasticularly risky form of?i;;' : -ervice where

cﬁﬁéumefsgwme counseled to stop paying mumh}ynummumamaunm -.t(iiitﬁﬁlp_rpte&ii@gs_,with the

i
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chance that those creditors would either write off the debt i Filll- ox b agree to,av-smgstan‘tial

r,eductidh in the amount of the mgr;;hl:y- mlmmum debt payimg . Tlf}n_sf;method of debt-
settiement often causes agg:fgééiV¢ creditor a,.ci:fiééﬁj,?ifi_ncludm:gr.the:..ini _j;iia_n ef{-:i;iwsu‘its, telephone
caﬂs';,-'e;ajnd increased coiiectic_n_s activitigg and fees, while failing to’ : 'Wide the benefits promised
iqthﬁs-cunslmmer.

The DTPA prohibits: busm&sseb from. engagmg in any un s:}mn&ble,, false, misleading

t-'.?f:;‘-;_;m deceptive act or practicein the conduct of. ttade or commeree.; ".§__-.3%1 9-3(27) (19735).

Allegro customers were decewed in the foliuwmg ways: ( 1) CoBsY ¢r8 wareled to believe that
_Allegro.Law, LLC was a law tlrm providing legal services, Wheﬁ I fact-ﬁb.nsumers were not
provided legal services;. (2) c@nsumers -behes{ei;iz-_tl}at Allegro was-.:l tedmNew York, when it
wa_sﬁ_lmated in Prattvilie, Alabama; (3),-,&:013;311&2_;;1?93rswere..not awa ey .%;ﬁﬁ:ﬁ:;bé;pharged.‘-_a
iée_:.:t:?r,:f 16 percent of their fotal-debt em-‘&._l;l;d in.tﬁe;px'agram and. that: 100 percéﬁi of £heir.manth1y
b&ﬁk drafts would go toward payment:of that fee until the fee weg:paid in’,'i‘:‘uit; {4) consumers
were:; deccwed about the. eftet:twaness of Allegro’s program an ﬁeﬂiﬁcation of Allegro’s
services; and (5) consumers Ware dmact::d to smp makmg paymmtmo cred&to:rs, which resulted
in increased interest rates, lgte.;faas, fq;fthlﬁr dam&ge to their ,grgdyﬁaratn;gs,;.and additional and

increased collection activities.by their creditors, .

The Court therefore grants summary ;ju.dgment.

5 Each of the f’ow witnesses who testified that they were Allagm Law customers testlf“ ed-that Allegro] md{mad them
to stop making payments to theif: cradlmrs _

2.
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Based upon the foregoing, the Court dogs hereby:

ORDER AND ADJUDGE that Plaintiff%* Motion.to Permaneritly Appoint a Receiver is
Granted. The Court further orders the following:
1. Louis Colley shall remain as the appointed Receiver.of Allegro Law LLC and

Allegro Financial LLC and ail other entities opf;xgéft_ed, cggwiled..01-‘-;'gothggwiﬁ%iassociatsd with.the

Defehdants’ debt payment service _and—sha}_tseryéﬁntil fur,their:-.@rde;lg thlsCéurt
2. Qath: Within thirty (30) businé&g;adays of the daté}of this é’rder, the Receiver
shall file with this Court an Oath of Receivex; :;auce:pt;il_ag_ the ﬁﬁéﬂiﬂtm-ﬁﬂ*- permanently and
‘ égm_eing to faiﬁﬂhliy-\.bdiﬁghgggfe_ his duties, am;, subsequent. d-i%egﬁives by this Gourt, and
applicable Jaw. -. ' e
3. Bond: Wﬂ:hm thirty (30) days of: amty of this Order, the Recmver shall file proof
of the existence of his ﬁdehty bond in the amount of ‘BSO,{}OO 00 io secure the faithful
: .:,;.:_‘_;:‘pg;j_formmzce of his duties. :
| 4, Duties of Rec@ivg-' The Receivet; shall marshal,; ijraaerva, protmt maintain,
:'—*;manage and.safeguard the Assats of Defendants ina. reasmahie prudent dlhgent and efficient
raanner. Property in the custody:of. the. Reaewer 01' property to whmh the: Receiver has a right to
custody shall not be subject to gxecution or s;mﬂar process; The Re,eelver sha;{l be vested with
the usual powers and duties of equity. Recmvers in like cases, aﬁd i8 hareby anthorized and

instructed to take possession of and control over:the Assets; and, w&thqut limitation of any kind

as to his general duties, the:Receiver shall.h?i e at laastthenmmng specific_duties and
responsibilities:

a. Business Offices. The Receiver shall take -possession .of all Assets and bank

accounts located in the business offices of the Defendants wlm may be located,

including but not limited to the business ofﬁce Incutcd at 2005: : Road, Prattville,

Alabama 36066,
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b. Revenues, Commencing immediately, theli',eamv shal,lcollect all receipts,

revenues, deposits, receivables, notes and other funds. generated b from or-due to Defendants.
All sums marshaled shall be deposited with a state or fedaraily @ ered financial institution.
Defendants shall immediately turn over to. the:Recei.ver any m@nifézs?b.elonging._to or otherwise
generated from consumers or Deﬁandams clients i m their p(:qses.swn Defendants and all persons

performing contractual duties under agreement with them, ludmg but not limited to

" Americorp, shall refrain from any further collection of. mce:lpts or ravenucs generated by
Defendants from consumers or Defendanis’ clients, except as. the Recelwr might direct. Any
funds of Defendants received by any party, including but not hmated to Amemcorp, shall be
forthwith delivered to the Rmuver wi thout further-Order. caf this Ceurt The Recewer shall have

the exclusive right to pursua, wlleat and control all Tonies. belangmg to Of: otherwme generated

by Defendants, including but not limited to those funds received by: _;r,:ﬂmd party. agents under
Defendants’ contractual agreements with such agents, including hi‘fit-‘not li-mited to Americorp,

~ and: shall have the exclusive, ﬁght 1o make payments and d13bm%ema frt}m Defendants’ bank

aceounts, including rents, accounts. payable, expenses, costs (Ejf memhandlse or equipment, and

payroll.

c. Insurance. The Receiver shall maintain appropriate.insurance for Defendants, its

premises and/or its merchandise, if approptiate in the Receiver’s soléxdiscretion.

d.  Bank Accounts, As the Receiver may deem necessdty; and effective immediately

- upon entry of this Order, the Regeiver shall establish and:maintaity; at a b:a_nk or banks whose
deposits are federally insured; operating accounts for ﬂl_g..&eceivéi%jaiy -into which the Receiver
shall deposit all incoming reugiﬁts or revenues from Defendanmi- Amounts ont deposit in all

._.D.afendants’ accounts, inciuding»but not limited to those funds.a ;;.aﬁcazati’it's- in any financial

institution, brokerage. account, or in bank aocounts at S»terlmg Ban nd _Slgnamre* Bank shall: be

transferred to the Receiver without further. OKdex ot this Caurt All safety dupumt boxes shall be
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:-_transfcrred m the' Reww&r W‘ﬂhﬁﬂt

| "her Order of this Court.. ’}?ﬁe--:;gmqe' gr is authorized to

dlshmsa all amounts. hemaﬂer-‘i due and payabla s masonable,

fig fé‘g-@;t_‘-y-zf,_, A ‘E;ll:;fpmper operating

eXpenses: «of the Receivership, subjeot 1o the terms of this ()rdar.

e Expenses. The Receiver shall pay from the Def&ndants fumis the expenses

. mc:un‘ed hy him in the. c:unservatxtm,' :;ateemn and managament of th

y,-ami—s;_'afll service contracts

of El.ssets “The Receiver shall enterl
reasonably necessary to keep; mamtam and protect the Aasets

g Checks. The Receiver shall endorse all checks and_?‘d’ fts‘now or hercafter made

rems, mmme, profits, and

payable. to Defendants cancumng:m hraccoun‘tb receivables, depmits"*

xcyr_mues.

h Mail. The Reééiye_ shall ‘open all mail in co mnwxfh the Assets or

businesses of Defendants,

i, Recove

-"3‘;‘1'fi’1'0my the. Assets cither by si |
:;.saie, The Receiver is speclﬁcally authorized.and smpowated fo. ﬁi -t‘.agam%t any person(s) ot
enttty(q) 1o recover property of Defendants including, but. ncrt hrmteri 1o, ﬁ'audulem conveyances

a.nd other claims and causes of actu)ns of Defendants,

| j. Clairns, The Reucwnr shaik establ;sh a pmcedure ?:bresditﬁrs of Defendants’

| claams The Receiver shall examing the validity and pric ";.'fetgainst Defendants,

and make a written report thereof t0-the: Court,;and the¢ L 'd,ijafér_fnine these that are
xightfully paid, -

k. Abandonme L: _‘":f

Agsets. The Receiver may aband n. &ssets to duly perfected

_secured or lien ereditors where, after due mvestagatzon amd ame_‘s.m,mtereﬁt, it is

deternnned that Defendants have no. eqmty in, such assels or. w urdensome to the

estate.or are of inconsequential value,;
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repognizes and acknowledges - that AmanCorp, Im“,. has served as pract,ssor and perfmmed other

funetions on.behalf of Aliegm.Law LLC and cantmueg to do.50-at; ---Rtj;pgwer s direction. The

Court authorizes continued mvolvement of. Amnmc{lorp, lnc o tl xtent:-‘deemed appropriate

by: the:Reeeiver and:subject to 1he approvdl andisupervstswn of the: m:lrt Tha Court’s approval

of the continued .involvement nf AmenCarp,rlm is cund;tmne ilipon the-full cooperation of

AmeriCorp, Inc. in the handling ofll Allagm mattera as ﬁlrected yi;itbts Cﬂurt and. the Recewer

3. Supplemental Proce@dlng The Recewer is. speclimal.

| y-;auﬂa&;rmed, empowered,
:;:ang_}:}gas statiding to bring SnpplementaJ-;_Prqggedlngs as-folluws. ' '

(i - Any. ast:ion:m Yecover, -mﬂney or ether—aawts- Defendants;

(if) Any actmn 10 determme the validity, pnar ty, ot exfent of a len or
other interest in. pmparty or to. subordmate or awmd -t unp&rfecte(i sgcurity

interest;

(iii).  Any aéfi‘i_;l_n.; 1o pursue claims and/or caus of action on behalf of
Defendants and/or any creditor of Defendants, including but not limited to
negligence;

(iv) Any action 1o avoid ‘Iany}.'{i‘(mycyanpe or teansfor mld or voidable by

applicable law; and

) _Any other aqtimi or:actions.as may be auth:) d or:directed by further

Order of this Court.

. Case 10-30631 Doc8-1 Filed:03/18/10 - Entered 03118/10 15:57:50 Desc Exhibit
Exhibit A (State Court Order) Page 24 of 30




A sapplemental proceeding is an action of the type demgnated n paragmphs (i}, (n), {ni)

to tlns-- Court’s division,

6.  Discovery. The Receiver is authorized-to set depositiohs and-demand

production of documents on five (5) business- days’ notice. Azi:y objectiohs to documents

requested by the Receiver may be stated at the depesition and res&tﬁé’d"ifer hearing.

7. General Powe I - The,, Receiver shall exermse: all:oth rpmwers and rights
necessary to manage, protect-and preserve the assets of Defendants

8. Cooperation. Defendants, and their.officers, agents: (mclu;ng' but not limited to
Americorp), partners (including but not. hm‘itﬁd to Amer;corp} ser';rant'a, employees and

transferees {including but not _l_;-mi_m;ji_{:fto Amerfcorp) shall cooperate fully with :Receiver a—nd

comply with Receiver’s requests: for:information; records-and _duﬁﬁiﬁg;}tatig_;m so that Receiver
may.perform his duties with foll information and knowledge. Défendants and their officers,

agents (including but not limited to Americorp), partners (including but not limited to

Ameéricorp), servants, employees, and transferees:{(including. but :an;;i-iimi_ted ';5-;:.Am§rii¢9rp) shall
not'interfere with or hinder the operations of Receiver, but shall maintain thﬂir_.-l_ggﬁl-,:rights with
respect to this action, the Receiver. and the Receivership.

9.

’Ihe Recezvar shall tmmedmtaly take ‘possession and
aontml of all of the assets in the possession or. under the contml of Dcfendants whether such

' - -pmperty 13 held by Desfendams direetly, bene;ﬂcmlly or othethsu The term “Asgets” shall

mclu;ie files, records, documents, monies, leases, morigages, seclrit mygstm@nts, coniracts,

25
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: _fiécts }ands agreements, Judgments, bank accounts, books of aﬁmts, rents, chooses in action,

goods, chattels, rights, credits; elmms both. asserted and unasserted;pendmg court actions. and

appeals, files and documents in the possession of atterneys and-aceountants ft)r Defendants, and

.all:other property, whether real, personel ormiiced or previously: Jeieng._i;l_j;g_‘to Defendants, or

“%ywhich, in'the case of records, documents an@_,otﬁar papers, pertain 10 propetty. belonging now or

previously to Defendants, or obliggt'it}ns of -Defendants. ”i?he.-‘..l%;eq,‘:‘ T shallrctdm custody and

control of all of the foregoing pursuant to the temms of this. Order;”. The Riceiver shall file.an

inventory of the property Assets withingixty (60).days of the.datg h is Order.
The parties, their attomeys and accountants, and all: other .,._-;jp_elisor;s, entities or
cotporations, including but: ng:ji;;limited}to Americorp, now or_-het;é Fin pi:yésessiog:pf any of

_ the foregoing Assets, records or docyments, or.any part thereof; or.any other.of the items

intended by the Court to be entrusted to the Réi‘:‘e:iver, shall m:@g&f_t&r;}l_witﬁlﬁ“or without further

| ,Gﬁde;r_of the Court, and-shall surrender said-items to theRecewer’lh& Receiver shall-maintain
| custody of the records, cemp;lgefé, coxﬁputer files and docfug;‘éhts;.{.w:h_ti_th shall be available for
inspection as this Court may, dirget.  The Receiver is hereby: auﬂmnmd to employ agents,

servants and employees, and to enter into contracts and,takgali_;acﬁﬁasy as. necessary for the

purpose of taking possession ofthe Assets and carying out thete 7 fthe. Rééeiversh—ip ancl'the
orders of this Court. -'
10.  Tumnover. All persens, corporations, or other entmes, mcludmg but not limited to

Americorp, now or hereafter in possession of the Assets, or any part:.thereaf including, but not

hm:tcd to, intangibles, bank accuunts operating statcments sarv"'""'c agrccmeants management

agreements, contracts, licenses; kaases and permits, revenues, and-._p nsf" 1s collected or derwed

from .the Assets and all papers, files, records, documents, mem_es,,:sg_:gumix;sg;-}books of account,

26
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“bank aecounts rents, accounts racewabies, ieases, permits; hcenms, down paymems, contracts

with third parties, servicing agreements, manag_ﬁ hent agreements;wfany and ail other contracts,
or any other items entrusted to Receiver, shall forthwith and withouit further:Order of this Court

surrender.such possession to the Receiver.

11, Di iscovery. The Recelvar ig authﬁrmed to se ” depemtmns and : demand
prﬁductmn of documents on five (5) days nctme Any Ol:geotxon to 'documﬁnts raquested by the

Reeeiver may be stated at the deposition and. reservad for. hearmg

12, Qutside Professionals, The Rece;ye;.‘ .1s-spggiﬁpa} ngpowc;;e;i,. m:his discretion,

to -hire and employ legal counsel, acgountants, inyestigators, fo ic. investigators, forensic

technologists, and other consultants (“outside professionals™), uding entities of which
Receiver is a principal shareholder, to furnish legal, dccounting and:other advice to the Receiver

for such purposes as may be reasonable and necessary. during the peﬂndof rgééi_jvarship.

13.  Recsiver's Fees, The Receiver shall be entitled tés;.a-f-payment:‘of fees from the
estate’s funds for his services at his standard rate plus such. ethm amounts as may be awarded. by

the Court after a hearing upon notice to the pamﬁts and all counsel. nf record

14, The Receiver 1s directed:to . pm;sare a full'and complete

report, certified to be comect -by-;::..theg;R;:ct;lver,-.,;sejttlng forth: -2!'111 reqrgzp;’;s_ and. disbursements,
-cash fow, activities of Defendants, and reporting.all changes in fhe assets:in_ his charge, or
claims against the assets, that have ogaurred.-,_dmzing the period.cdvered- by-:f,ifhe report, The

Receiver shall include in the report the: status of any taxes, lien cimms or. pendmg litigation,

The report shall be filed by the twentieth day Gf the month. :l‘ﬁilowing tha i__jeportmg period,
The:Receiver shall serve notice of filing of the repm't on the a’cwmﬂys of. recnrd for each of

the parties herein and parties in interest. The notice of filing sha,ll;;gdv:se -;hgt.the report is

27
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i.hvaiﬂﬁiﬁl@;ﬁ;ﬂp«:‘n request. mal ‘the Recewer TB the extent. 1.of the -report 5

deemed privileged, the Raééivems_ aut-hmi‘zt:d:_tﬁ file h_is_.xaps_:}ﬂ:ss.ﬂn “portions of his report .
under seal.

15.  Additional F;;gg; S : T he ixa!ani:r: of any funcls bfayﬁnd the -monies deemed

necessary for his operating ac:count recewad by the Reoewer sl 1 he plaeeci in. an interest-

bearing bank or trust account.
16, R

iver's Certifi

fes. The Reveiver.is hez*e:by authemad to obtam recewer 8
-:.==ecrt1ﬁt:atas as is reasonably. required and/or necassary to: carry _0"5 and fuiﬁli the. Receiver
duttes and.obligations herein.
17.  Notices. All w_rittﬁ}n nqﬁces‘ca{lledzfor.un;ier. this: O rsha}lbe effective upon
: L hand_delivery to counsel ofi're'eﬁyrd of the pal”ﬁ&snr to the:-pat:ti,es,, 0 éﬂty-fﬁi:i:r (24) hours after
: dehvery 1o a private expedited.delivery. service,, or A8 hours affer. depemt mw the mail, postage

a]d

addressed to counsel of rword of: the pamﬁs.m to the parues

18.

m{‘l ets. The Recéive may,f at.any fitpe upon prior

notice to all parties to this actmn, apply to this Court for ﬁxrther m:.other mstrucmms or powers

wheuwer such instructions or- addxt;onal powers shall be deemed nece.asary in order to enable

him to:perform properly and Iegally the- dut;es of the office. of Rece"

'-:gnd.t@':;mamtam, operate,

"--'*:pr@@__e;xve‘and protect the Receivership Estate.

19. NoBond. The Plaintiffs: are the &"tate of Alabama, b ___and thwugh the Office of

the- Atmmey General and the Alabama Ser:urmes Camngamn an agency ozt the State of

Alabama .and, in recogmuon of thie. pﬂbhc interest served by ﬂi!‘

01;. n(?_j;.— bor -shall be

.reqmred with respect to the rei' ‘ ranted herein.

Any and all faw:enfo ment authorities,
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e iiding but not limited to the Autauga County Sherriff’s e, for gaid locations in

Autauga County, are authorized to take any andiall necessary-stéps: f-assi‘_st ;,_tj}ié:-Receiver in the

securing of the assets, business offices, and contents of such business offices of Defendants.

21, Financial Statement. IT IS FURTHER ORDERED; within three (3) business

] :da‘ya after service of this Order that :.eaoh Defendant shall prepar '&e{rve--_fﬁ:a’_';_"tlie--,R@ceiver a

5 __.::'.E‘complete and accurate corpc}rate ﬁnancxal statement, signed un ial -atjij:f@;’july, in a form

of Generally Accepted Accounf ‘_,g,-Prmuples { 'I"AM)

THER ORDERED
i thﬂ_t;Ewitﬁiim.tive (5) business days following:the service of thi each 'Daféﬁdant shall:

a. Provide the Receiver, the Office of the Attorngy: General dnd the Securities

©Commission with a full accounting of all funds, doeuments, and%” isets located outside of the

nited- States which are (1) titled in the name, alias, or fictitious “déing business as” name,
diviidually or jgintly, of any Defendant; or (2):held by any persof-ar-entity for the-benefit of
any-Defendant; or (3) under the direct or indirect control, of any D&

b, Transfer within the, State of Alabama all funds, dimurﬁe‘;nts;@ﬁnd assets located

cmtmde of the United States which: are (1) tlﬂed in; the- name,, ahas; _or fi cmums. “dmn;, business

as” name, individually or jointly, of any Dafenéam or (2) held by any persan or entity for the

benefit of any Defendant; or (3) under-the du‘ect_—m::’gifkd.ll‘eﬁt;(;pntxo *:'61.‘13? .-..eten.dant;

c. Hold and retail all repatriated fands, documelgz_ts--:?" d. assets,. and:prevent any

- dransfer, disposition, or dissipation:whatsoever of any ihnd'é*;ﬁ:-:-pr A },:exﬁepiﬁéié;;required by this
o Order; and

d Provide the Recsiver, the Office. of: the Attomeyl_,ﬁeﬁai'@l and the Securities

Commission access 1o all records of funds, documents, or assets:;gf_iof any Defendant held by
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finanmal institutions. ot other entities of. mdwxduals Jogated. eutmd

any and all'negessary.-forms to permit such acoes,

. 118 PURTHER oﬁiﬁmm that the Defendants

23, l;m__;iq ce with-_Rer__‘at-riat'.'

",l; -:..ar¢ hereby permanently vestramed a,nd enjﬂined from tak:ng any dctmn directly-or mdlrectly,

whlch may. result in the encumbiance 0:!: dzas*.patwn of funds, douuments of asse:ts héld outmde

i of ti‘ze United States, or in the hmdrance of the r&pamatmn requu‘ﬂd- b y thts Order ineluding, but

ot hmzted to:

& -  Sending any sfatetent, Iettar, f&x, e-mail or wire: transmrsmon, telephonmg, text

messagmg, Or-engaging in any other acg du‘eaﬂy or: mdm:cﬂy, that. resu]ts n a detennmatmh by a
- i-formgn trustee or other cntﬁy that a “dures‘z event has occurreci undar the t;exms of a foreign
: ,trust ~agreement until such time that all asqetg Jhave been ﬁl]ly fepatrzated pursuant to the

precedmg:;paragraph of this: Order and

b. Not1fymg any trustee, protector or other agent of any‘, f é-"i’gn trust or-other related
B "-i‘"--}entitlefs of either the. cxlstcnce of this.Order, or of the fact that mpatﬂatmn is-required pursvant to

a Caurt Order, until suuh time that all assets have:been fully. mpatﬂated pursuant to the prewding_ _

-._;-paragraph of this Order, and- further seek the assessment of ewll pe es .1mppsed by Ala. Code

. § 8-19-11(b) (1975).

DONE AND ORDERED on thm 2010.
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