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UNITED STATES

NORTHERN DISTRICT/ y puty Clerk
' ATLANTA DIVISION A
g0 6 c v 16 9 z
R L R '.) ;_' C1v1] Actlon No.
FEDERAL TRADE C(}MMISSION )
- )".[PROPOSED] o T
Pla1nt1ff ) EXPARTE TEMPORARY.
) . RESTRAINING ORDER
V. S WITH ASSET FREEZE,
} ) APPOINTMENT OF
Prophet 3H, Inc., et al., ) RECEIVER, AND OTHER
' ) EQUITABLE RELIEF
Defendants ) :
- )

Plaintiff; thg Federal Trade Corrinn'ssion (“FTC” or “Commission™), having
filed a Complaint for a Permanént Injunction and Other Relief, including redress
to consﬁmers, pursuant to Sections 13(b) and 19(a)-0f the» Federal Trade
‘Commission Act (“FTC Act™), 15 U.S.C. §§ 53(b) and 57b(a), and having moved - «
for an £x Parte Temporary Restraining Order pursuant to Rule' 65 of the Federal
Rules of Civil Procedure, Fed. R. Civ. P. 65, and the Court having considered the
Complaint, declaratiohs, exhibits, and memorandum of law filed in support, finds
that:

1. This Court has jurisdiction of the subject matter of this case and there

is good cause to believe it will have jurisdiction over all péu’ties hereto;
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7 : There 1s good cause to beheve that Defendants Prophet 3H Inc
»".:Prophet 3H LLC Georgla Herne Health Care chense and Cemﬁcanon Insntute
5 Inc d/b/a GHLCI Healthcare State L1eense and Cemﬁcatlon Instrtute Inc d/b/c
| HSLCI HLCI and HSL(‘C M7 Holdlngs LLC J effrey Wayne McLam Vlctor
o McLam and Alexander McLaln have engaved and are hkely to engage in acts and
dpraences that Vrolate Sectlon 5(a) of the FTC Act 15 U S C. § 45(a), and the
Commission’s Rule entitled Disclosure Requrrements and Prohlbmons
Conceming Franchise and Business Opportunity Ventures (the f‘Franchise »Rnle”),
16 C.F.R. Part 436, and that the Commission is, therefore, likely to prevail on the
merits of this action;

3. There is good cause to believe that irnrnediate and irTeparable hann
will result from Defendants’ ongoing violations of Section 5 of the FTC Act and
the Franchise Ru]e unless Defenda.nts are restramed and enjoined by Order of this
'Court;

4, There 1s good cause to believe that immediate and irreparable damage
to the Court’s ability to grant effeetive final relief for consumers in the form of
monetary restitution will occur from the sale, transfer, or other disposition or

concealment by Defendants of assets or records unless Defendants are

2.
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A 1rnmed1ately restramed and enJomed by Order ofthls Court Therefore m
"ff:i’aeeordance w1th F ed R C1v P 65(b) good cause and the mrerests of ] Jusnce
o .reqmre that thJS Order be gra;nted W1thout pnor norrce to Defendante
| :_ Accordmgly, the Coﬁmrssmn 1s reheved of the duty to prov1de Defenda‘nts. wrch_
. 7 pnor IlOthC of the Comnnselon s mouon‘ | | |
5 - ,Good cause ercists for appqinting a temperary Receiver forthe -
Corperate Defendants Prophet 3H, Inc., Prophet 3H, LLC, ‘Georgia Home Health
Care License and Certification Insﬁtute, Inc,, Healtheére State License and
Certification Institute, Inc., and M7 Holdings, LL.C;

6. = Weighing the equities and considering the Commission’s likelihood
of ultimate success, a Temporary Restraining Order with an asset freeze,
appointment of a temporary Receiver, and other equitable relief is in the public
interest; and |

7. No security is required of any agency of the United States for

issuance of a restraining order. Fed. R. Civ. P. 65(c).
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DEFINITIONS

1 “Assets‘ meanlsﬁ ony legal or equ1table 1oterest 1, nght to or clalm to

S any rooi onvdﬂpuoxy'sooal.p‘roperty, 1nc1ud1og, .but not lmuted to chattel goods |
mou'umento equlpment ﬁxmres | general 1ntang1bles mventory, Checks notes
.leasoholds effects contracts‘ maﬂ or other dehvenes shares of stock hsts of
con‘sume.r nomes accounts credits, premlses recelvables ﬁmds and cash,
wloerovor located, Whether n the United States or abroad;

2. “Business venture” means any written or oral busin’ess érrangcment,
however deoominated, regardless of whether covored By the Franchise Rule,
which consists of the payment of any consideration for:

a. the right or means to offer, sell, or distribute goods or services
(regardless of whether identified by a trademark, service mark, trado name,
advertising, or other commercial symbol); and

b. more than noﬁn’nal assistance to any person or entity in
connection with or incident to the estabﬁshment, maintenance, or ooeration of a
new business or the entry by an existing business into a new line or type of

business;

@o05/036
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i 3 ‘Corporate Defendants” Ineans Prophet 3H Incu P‘. :»}A

Georgla Home Health C are L1cense and Ccmﬁcanon Instltute Inc ';Healthcare

o :_'?jState L1conse and Cemﬁcanon Insntute Inc ancl M7 Holdmos VLLC" ond any
.'l._'afﬁhates ﬁctltlous names, dfb/a S, subs1d1ames successors or a351gns of the rv .
R aforementlooed entmes | . B

4. ' " “Individual Defondants” means J effroj Wayno McLam, Aloxéodef
McLain, and Victor McLain;

5. “Defendanto” means: (2) each Corporate Defendant; (b) eaoh
Individual Deféhdant; (c) any person insofar as ho or she is acting in the capacity
of an officer, ageht, servant, employee or attorney of any COIporafo Defendant or
any Individual Defendant; and (d) any persons or entities in active concert or
participation with any of the foregoing who receives actual notice of this Order by

‘personal service or otherwise, whether these persons or entities are acting directly |
or through a trust, corporation, subsidiaﬁ, division, or other device.

6. “Document” is synonymous in meaning and equal in scope to the
usage of the term in Fed. R. Civ. P. 34(a), and includes writings, drawings, graphs,

charts, photographs, audio and video recordings, computer records, and other dats

compilations from which information can be obtained and translated, if necessary,
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ough etec‘aon dewces mto reasonably usable form:_; ,A, draft Or non-ldenncal

s _}copy is a separate document W1th1n the meamng of the term

e “Heaith—related product” means any food drug, ci1etale aupplement
: or device for whlch a health beneﬁt is clalmed R
8 . “Healtheare basmess venmre” shall mean. any Eusmess venﬁ.lre

:efograln actrr or eaterprlse for Wthh a health beneﬁt is clalmed and ‘any Busmess -
venture, program, act, or eaterpﬁse whose profits are directly or indirectly reliant
upon the provision of medical care or health-related erbduets. Health-related
service includes, but is not limited to, the provisien and management of ﬁome
health care services, nursing home care services, as.sisted‘ living services, nurse
staffing services, medical billing services, medical recerd management services,
health care consulting services, health care client solicitation services, aﬁd aervices
reimbursable through Federal oa' state Medicaid programs.

9. “Personally i.denﬁﬁable information” or “identity information"’ shall
mean individually identifiable information from or about an individual consumer
including, but not limited to: (a) a first and last name; (b)'a home or other physical
address, including street name and name of city or town; (c) an email address or

other online contact information, such as an instant messaging user identifier or a

-6-
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- Vfiscre.eﬁ 'ﬁamé th:avt_-revea]'s,. anﬂihdiﬁaual:’vs' e’rri'aivl' ‘zfddres‘s'-'} ) aztelephone number (e

o ""_i‘ia Soelal Secunty number (f) a bank Ioan or credlt card account number (g) a

' “_k':per’srstent 1dent1ﬁer such ae a customer number held 1r1 a}‘ cookle ‘ or proeessor
serial number, that‘1s comblned w1th other avaﬂable :d.ata that idenvtfiﬁes an -»
-1nd1v1dual consumer (h) a Medleald cheut or reglstranon uumber or (1) any |
1ufornratron that is comblned Wlth amy of (a) through (h) above

| 10. “Receiver” shall mean the temporary recewer appointed in Section X
of this Order a:nd any deputy receivers that may be named by the temporary
reeeiver;

11.  “Receivership Defendants” shall mean the Corporate Defendants and
any other entities owned or controlled by an individual in active concert or
participation with the Corporate Defendants who receive actual notice of this
Order oy personal service or otherwise, whether these entities are acting directly
or through a trust, corporation, subsidiary, division, or other device.

//
//

//

//
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I“ ‘ PROHIBITION AGAINST VIOLATION OF SECTION 5 OF THE
S FEDERAL TRADE COMMISSION ACT .' o :
IT IS THEREFORE ORDERED that in connectlon w1th the offermg for |
T Sele or. selhng of any busmess venture mcludmg franchlses defendants are hereby .
terﬁporanly restrained and enjomed from makmg eﬁy materlel mlsrepresentatlon |
| er assisting others 1 m making any material rrnsrepresentatien, eitiler eipressly or by
implication, to any prospective purchaser of a business venture, including but not
Hrﬁited to, the following:
L. That defendants’ healthcare business ventures do not violate federal or state
laws regarding: (a) the filing of false or misleading or information, (b) the use of a
non-profit entity under Section 501(c)(3) of the tax code, (c) the offering of
inducements to Medicaid beneficiaries to influence their selection of a particular -
provider, (d) the giving or acceptance of remunefation by healthcare providers in
return for the referral of a person for whom the provider, by supplying services,
will receive Medicaid reimbursement, (e) the use of identity information without

the authorization of the subject of the information, or (f) the filing of false

statements in relation to healthcare matters;
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,.Cafnvs'ﬁbiétéhtie'l’l in.cv‘c;r‘he;v or Lol
"f_,_ 30 Th.;t consumers who pﬁrcﬁasé defeﬁdants heélthc.are buéineés ventﬁfeg wﬂl &
- “recelvle sigmﬁcant assistance i m the operaﬁon of their busmess mcludﬁ | Eut not
'hrmted to, clalms that Dt,fendants will prov1de purchasers ‘Wlthv (a) legal énd
o techmcal assmtance 1ncludmg mentonng, wn‘.h the formanon development and
operation of purchasers’ healthcare busmesses or (b) chents for whom purchasers
may obtaln Medicaid reunbursement |
II. PROHIBITION AGAINST VIOLATION OF THE FRAN CHISE RULE
IT IS FURTHER ORDERED that Defcndaﬁts are hereby temporarily
restrained and enjoined from violating or assisting others to violate any provisions
of the Franchise Rule, 16 C.F.R. Part 436, including, but not l_imited to:
1. Failing to provide a prospeétive purchaser with a complete and accurate
disclosure document aé prescribed by the Franc‘hiseb Rule, 16 CFR. § 436.1(a);
2. Failing to provide a prospective purchaser with an earnings claim document
as prescribed by the Franchise Rule, 16 C.FR. § 436.1(b)-(e);
3. Failing to have a reasonable basis for any earnings claim at the time such

claim is made, as required by the Franchise Rule, 16 C.F R. §436.1(b)-(e);

-9
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_ fdﬂiné to dlnsclos‘cu» 1r’v1v1m‘mAed1at>é dod;ﬁdchdﬁ Wlth any eammgsclalm aﬁd
o o 1ﬁ a‘clear“zmd éonsldicuous maiﬁ}ér that matenal whmh conshtutes a reasonable;} | R
o }"ba‘51‘s for the eammos claﬁq is avéﬂable to the prdspéctwé pdrchasérs :
- 5. Faﬂuﬁg to prov1de rnatenal whlch constltutes a reasonable bams forany
eammgs cIalm td prosinecu%/e pﬁrchasers the Comlmssmn dr its staff upon

reasondble demand or . . |

6. Making any statement that .c‘ontradicts information required to be disclosed

in the disclosure document, as required by the Franchise Rule, .16 C.F.R.

i

§ 436.1(5).
I1I. PROTECTION OF PERSONALLY IDENTIFIABLE INFORMATION

IT IS FURTHER ORDERED that individual defendants shaH imfnediately
upon being served with a copy of this order transfer to the Recewer and not retain
copies of any document containing personally ldentlﬁable 1nformat10n of members
of the pubh;.

IV. ASSET FREEZE
IT IS FURTHER ORDERED that Defendants are hereby temporarily

restrained and enjoined from:

-10-
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1 | Tranefenang, 11qnidating, convertmg, encumbenng,.pledcnng, loamng, |
S f'selhn;g, ccncealmg, d1531pat1ng, dzsburmng, 3531gn1ng, spendmg, w1thdraw1ng, '}
o erantmg a 11en or secunty interest or other 1nterest 1n er other§v15e dlsposxng of ,‘
~any funds, real or personal property accounts contfacfs }consnmer 11vsts shares ef .
stock or other assets or any mterest therem wherever located whether W1th1n the _
Umted States or w1th1n a _}UI'lSdlCtIOI‘l out51de the Umted States that are: (1)
owned or contfolled by any of the Corporate Defendants or Individual Defendanté,
in whole or in part, or held on or on behalf of ohfor the beneﬁt of any Corporate
Defendant or Individual Defendant; (2) in the acthal or constructive possession of
any Corporate Defendant or Individual Defendant; or (3) owned, controlled by, or
in the actual or constructive possession of any corporation, partnership, or other
entity directly or indirectly owned, managed, or controlled by any Corporate
Defendant or Individual Defendant, including, but not limited to, any assets held
by or for, or snbjeet to access by, any of the Defendants, at any bank or savings
and loan institution, or with any broker-dealer, escrow agent, title company,

commodity trading company, precious metals dealer, or other financial institution

or depository of any kind;

-11-
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Operdnnigc»r‘mcaasm;j to be .ov;.)eaed‘ any .safe deeeelt boxes ‘Utled m‘:the name-. i
. of any Corpcrate Defendant or Ind1v1dua1 Defeadant or subject tc access byany |
b ...'.-"of them I L S e ’ i L
| ', 3 Incumng charges or cash advances on any cred1t card issued 1d the name
- ::smgly or Jomtly, of any C,orporate Defendant | | |
4 Obtamlnc a personal or secured loan encufnbenng dle assets of aay
Corporate Defendant or Individual Defendant; and
5. Incurring liens or other encumbrances on real property, personal prcperty or
other assets in the name, 'singly or jointly, of .any Corporate Defendant or
Individual Defendant.
The assets affected by this Section include: (1) all assets of any of the Corporate
Defendants or Individual Defendants as of the time this Order was entered; and (2)
assets obtained after the time this Order was entered if the assets are derived from |
the conduct alleged in the Commission’s Complaint.

V. RETENTION OF ASSETS AND RECORDS BY FINANCIAL
INSTITUTIONS

IT IS FURTHER ORDERED that, pending determination of the

Commission’s request for a preliminary injunction, any financial or brokerage

-12-
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' 17.{_._ & ‘msntutlon busmess entxty, or person served w1th a copy of th1s Order that holds

-controls or mamtams custody of any account or asset of any Corporate Defendant n

. jor Indlwdual Defendant hall'l: 1_.-‘ :5:. -:}. SRR
1:. | | Hold and retain Wlthm 1ts oontrol and proh1b1;c the mthdrawal removal
assignment, L:ansfer, pledge, :enonmbrance, disbursement, ‘dissipation,‘con‘v.ersion,
sale, or ofher ;dis';»)osa‘l of any euoh vas}s'.e“t, Ie}-{.cep-t byfurther order of Aib:he C'our‘e;
2‘. | Deny Defendants access to any safe deposit box fhat ’is titled in the name,
individually or jointly, or otherwise ‘subject to access by any Corporate Defendant
or Individuel Defendant;
3. Provide the Commussion’s counsel, within five (5) days of receiving a copy
of this Order, a sworn statement setting forth:

a. the identification number of each such account or asset titled in
the fnanr;e, individually' or jointly, of any Corporate ]jefendant -
or Individual Defendant, or held on behalf of, or for the benefit
of any Corporate Defendant or Individual Defendant;

b. the balance of each such account, or a description of the nature
and value of such asset as of the date and time it was eerved

with a copy of this Order, and, if the account or other asset has

-13-
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o the person orentlty to whomsuch accountorotherassetwas e
_'Arémi‘t}ted; and 4 | |
| .c,_v‘. . the identiﬁca;"ién Qf any safe déﬁbsit box that is ‘titléd in the | =
ame, individually or jointly, of any Corporate Defendant or
Individual Defendant, or is otherwise sAubject‘ to accéss by any
. Cbrporate Defendant or Individual Defendant; and
4. Upon request by the Commisvsion, promptly provide the Commission with
copies of all rec‘ord's or other documentation pertaining to each such account or
asset, including, but not limited to, originals or copies of account applications,
account statements, signature cards, checks, drafts, deposit tickets, transfers to and
from ‘;he accounts, all other debit and credit instruments or slips, currency
transaction reports, 1099 forms, and safe deposit box logs. |
VI. PRESERVATION OF RECORDS
IT IS FURTHER ORDERED that Defendants are hereby temporarily

restrained and enjoined from:

-14-
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.:I:'De.:sﬁ*}bymg, erasmg, mutﬂa;ﬁng ‘conceahng,'} altenr;g, ﬁansfenmg, 6r e : L
o éthervwsé chsposmg of m anAy‘maIlmer direcétiy .orvl‘vndlrectly‘, ahy docﬁm.ents. that
| ) relate to the busmesé bubiﬁeés 'I‘Jractmes vass‘ets or bﬁélness or pers-ojnalltbi‘na}nééé
. ‘of any corporate or mdwxdual Defendant and
. Failing to c;e’éte. and ;ﬁémtam do’cufnents I.tha'tl, in reasonablé »dgtéﬂ;:l
éccufafely, fau"ly,and completely reﬂec't“]")efeﬁdaﬁtsﬂ’ mcomes, disBﬁrsefné'nfé,
trénsactions, and use of money. "
| VI FINANCIAL DISCLOSURES
IT IS FURTHER ORDERED that each (éorporate Defendant and
Individual Defendant, within forty-eight (48) hours of service of this Order, vshall
prepare and deliver to counsel for the Commission and to the Receiver completed
financial statements on the forms attached to this Order as Attachment A
(Financial Statement of Individual Defendant) and Attachment B (Financial
Statement of Corporate Defendant), for themselves individually and for each
business entity under which they conduct business or of which they are an officer,
and for each trust for which any Corporate Defendant or Individual Defendant is a
trustee. The financial statements shall be accurate as of the date of entry of this

Order. Each Corporate Defendant and each Individual Defendant shall include in

-15-



| 07/18/2006 22:41 FAX S ATLANTA FTC U T o monr/ome o

- " the ﬁnanmr:d statemente a fnlliaceonnnng ot" all .ﬁtnds rend assets:‘ Whether located""
o ,ff?‘vtnstdeo.r'outmde of the Unlted Statee that are: (a) ntled tn thename of suen
i Corpiorate Defendatnt ot Ind1v1dual Defendant Jomtly, sevetally, .or 1nd1v1duatly, e 4
i (b) held by any person or entlty on behalf of or for the beneﬁt of such: Corporate o
| | Defendant or Ind1v1dua1 Defendant or (c) under the dlrect or mdlrect control of |
such Corporate Defenda’lt or Indlwdual Defendant. : | )
VIIL CONSUMER CREDIT REPORTS
IT IS FURTHER ORDERED that pursuant to Section 604(1) ofthe Fair
Credit Reporting Act, 15 US.C. § 1681b(1), any ;consumer reporting agency may
furnish a consumer report eonceming any Corporate Defendant or Individual
- Defendant to the Commission.

IX. APPOINTMENT OF TEMPORARY RECEIVER

IT IS FURTHER ORDERED that Kevin 0" Hallocan i
appointed temporary receiver for the Receivership Defendants. The Receiver shall
be the agent of this Court, and solely the agent of this Court, in acting as Receiver

under this Order. The Receiver shall be accountable directly to this Court.

-16-
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: X RECEIVER’S DUTIES |
IT IS FURTHER ORDERED that the Recelver 1s authonzed and dlrected i
R accomphsh the followmg
| 1. e ~Assﬁme full, control of 'the ReceiVership ‘Dvefeﬁdahts by reﬁeﬁng;.as the". B
Receiver deems necessaxy or adv1sable any d1reetor .ofﬁeer mdependeht
eontraetof erﬁplojee er agent ‘ef any of the Reeexvershlp Defeﬁdaz‘;ts Jﬁcludlng
any Defendant, from control of, management of, or participation in, the affairs of
the ReeeiverShie Defendants ; |
2. Take exclusive custody, control, and possezss;on of all assets and documents
of, or in the possession, custody, or under the control of, the Receivership
Defendants, wherever situated. The Receiver shall have full power to divert and
open mail and to sue for, collect, receive, take in poseession, hold, and manage all
assets and documents of the Recetvership Defendants and other ‘persons or entities
whose interests are now under the direction, possession, custody, or control of, the
‘Receivership Defendants. The Receiver shall assume control over the income and
profits therefrom and all sums of money now or hereafter due or owing to the

Receivership Defendants. Provided, howevér, that the Receiver shall not attempt

to collect any amount from a consumer if the Receiver believes the consumer was

-17-
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avrctlm of the'unt;atr or deceptlrel acts or practlc s or.other wolatlons:of law
» 'l-‘ialleged-m the Complalnt in thls matter Wlthout pnor Cotn't approval
A | 3. j" Take all stepS necessary to secure each locatlon ﬁ‘om Wthh the“v
iReeewershlp Defendants operate their hnsmess Sueh steps may 1nc:1ude | but are |
' ‘.not hrmted to, any of the followm , as the Recelver deems necessary} or adwsa‘ole .
( t) serving thlS Order (2) completlng a wntten 1nventory of all rece1versh1p
assets; (3) obtaining pertment information from all employees and other agents of
- the Receivership Defendants 1nclud1ng, but not limited to, the name, home |
address, Social Security number, job desoription, passwords or access codes,
method of compensation, and all accrued and unpaid commissions and
compensation of each such employee or agent; }(4) photographing and video taping
any or all portions of the location; (5) securing the location by changing the locks
and disconnecting any computer modemsr or other means of access to the computer
or other records maintained at that location; and (6) requiring any persons present
on the premises at the time this Order is served to leave the premises, to provide
the Receiver with proof of identification, or to demonstrate to the satisfaction of
the Receiver that such persons are not removing from the premises documents or

assets of the Receivership Defendants. Law enforcement personnel, including, but

-18-
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ted to pohce or shenffs rnay ass1stvthe Recelver m 1mp1ement1ng these ;."'

proﬁszoﬁs 1ﬁ order 10 keep the peace and niamtéun s.e‘cunty If requested by the .
Recelgfef the Umted Stetes Marshell will provvldeaper’opna‘te and neceesafy "
Ry v- esms’cance te the Recezver to 1mp1ement this Order
: 4 | Ceﬁeefve hold end manage all assets of the Reeelvefshlp Defendants‘ and
:ijer'ferm 511 acts necessary or_adv1sab1e to presel:ve the valee of those assets m
. order to prevent ény ureparable loss, damage, or injury to consumers or creditors
of the Rec'eivership Defendaﬁts, including, bL}t not lirﬁited .to,b obtaining an
accounting of the assets and preventing the unaut!hori'z‘ed transfer, Withdrewal, or
misapplication of assets;

5.. Enter into contracts and purchase insurance as advisable or necessary;

6. Prevent the inequitable distribution of assets and determine, adjust, and
protect the interests of consumers and creditors who have transacted business with
the Receivership Defendants; |
7. Manage and administer the business of the Receivership Defendants until
further order of this Court by performing all incidental acts that the Receiver

deems to be advisable or necessary, which includes, but is not limited to, retaining,

hiring, or dismissing amy employees, independent contractors, or agents;

-19-



L @021/086 .

= g Chc;ese ﬁel;l.gag‘e and eﬁiﬁloy attomeys accountants ‘appraisers, andxother
e 1ndepehdeﬁt contractors‘ and techmcal epec1allstsl ‘as the Reeeiver deem};s”ad\;llseble"
| 0} necessary‘m'the perfermance of dutles aﬁd fesponsxbﬂmes ﬁnder fﬁe authoﬁ& _~ S
OTanted by thls Order - | o
_9. Make payments and chsbureements from the receweﬁhﬁi estAete that are’ |
neceésary or adv1sab1e for cmy1ﬁg o.utvthe d1rect1on§ of .'orv exerméing fhe
authority granted by, this Order. The Receiver shall apply to the Court for prior
appfoval of any payment of any debt or obligation incurred by theReceivership |
Defendents prior to the date of entry of this Ordef, except payments that the
Receiver deems necessary or advisable to secure assets Qf the Receivership
Defendants, such as rental payments;
10. Suépend business operations of the Receivership Defendants if in the
judgment of the Receiver such operations eannot be con:rinued legally end
proﬁtably;
11. Institute, compromise; adjust, appear in, intervene in, or become party to
such actions or proceedings in state, federal or foreign courts or arbitration

proceedings as the Receiver deems necessary and advisable to preserve or recover

the assets of the Receivership Defendants, or that the Receiver deems necessary

-20-



/07/18/2006 22:44 FAX S UATLANTA PTG U @o22/s6 ¢

; d'» adwsable to carry Out the Recewcr s mandate under thls Order mcludmg, but

,:not lmnted to actlons challenglncr fraudulent or deable transfers

Defehd camproﬁase adjust or ather\ﬁse dlspose of any or all aanons ar
.‘_pracead1ngs 1nst1tuted in the past or m the fu’cure agamst the RCCCIVCT in hlS role as
. A ?Réaelver or agamst thé Recewershlp Defendanté as the Reéelver deeﬁs
1 Alnecve.ssary and adv1sable to pa'eserve the asséta of the Racelaersﬁlp Défeﬁdants or
as the Receiver deems necessary and advisable to carry out the Receiver’s mandate
under this Order, iriéiuding any actions or prdcéedings against consumers who
pursue defendants’ business ventures; ”
13.  Issue subpoenas to obtain documents and records pertaining to the
receivership, and conduct discovery in this action on behalf of the receivership
estate;
14, | Open one or more bank accounts as designated depositories for funds of the
Receivership Defendants. The Receiver shall deposit all funds of the Recetvership
Defendants in such a designated account and shall make all payinents and
disbursements from the receivership estate from such an account. The Receiver

shall serve copies of monthly account statements on all parties;



- . 15 Mamtaln accurate _reoords of all reeelpts , expendlturesthathemakesas *»;"

s . "Recelver. and
' . 1 ‘6v Cndnerate W1th reasonable requests. for 1nformatlonor assrstanee frorn any
- ‘state or federal Iaw enfor(,ement“ agency o | e .’ . |
= XI TRAN SFER OF RECEIVERSHIP PROPERTY TO RECEIVER
- ITIS FURTHER ORDERED that Defendants and any other person or
entity with possessron, eu.stody, or control of property of or records relating to the
,Receivership ‘Defendants shall ui)on notice of this order By personal service or‘
'otnerw‘ise immediately notify the Receiver of, and immediately upon receiving a
request from the Receiver, transfer or deliver to the Receiver possession, custody,
and control of, the following: | |
1. All assets of the Receivership Defendants;
}2. - All documents of the Receivership Defendants, inoluding, but not limited ‘to,
books and records of aecounts, all financial and accounting records, balance
sheets, income staternents, bank records (including monthly statements, canceled

checks, records of wire transfers, and check registers), client lists, title documents

and other papers;
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. 4 Allassets belongmg to other persons or entltles Whose mterests arenow :
| -ﬁﬁd"er"-che_ direr:'tion; posses'si,on,l :éust.oidy,} or contro] of, the Rccéiver‘s;hip | |
' “D‘efel;.ldé];lté;b and - | | .. | |
5. B Ail ‘lAce-ys,’ éodés, and passwords ﬁécessary ‘tc‘> ‘gAail‘l: or to secure access to 'aﬁy |
assets or documents of the Rece’ivérship Defendants, including, but not lim'ité'd to,
access to fheir business p’remises; méané of communication, acéounts, computer
systerns, or other property.
In the event that any person or entity fails to deliver or transfer any asset or
otherwise fails to compiy with any provision of this Paragraph, the Receiver may _
file ex parte an Affidavit of Non-Compliance regarding the failure. Upon filing of
the affidavit, the Court may authorize, without additional process or demand,
Writs of Possession or Sequestration or cher equitable writs requested by the
Receiver. The writs shall authorize and direct the United States Marshal or any
sheriff or deputy sheriff of any county, or any other federal or state law
enforcement officer, to seize the asset, document, or any’other item covered by this

section, and to deliver it to the Receiver.

23
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| XII PROVISION OF INFO IATION _TO RECEIVER . H ” =
IT IS FURTHER ORDERED that Defendants shall prowde to the L
SR Recelver 1mmed1ately upon quuest the followmg | g
o 1 A hst of all assets and propnrty 1nc:1ud1ng accounts of the Recelvershln
Defnndants that are held n any name nther than the name of a Recewerslnp
' Defendant or by any person or ennty other than a.Renelvérshlp Defendént Rnd
2. Alist of all agents, employees, officers, servants, or those persons in active |
concert and parﬁcipation with the Individual Défnndants and Receiifer.ship
Defendants, who have been associated or done bnsiness with the Receivership
Defendants.
XIlI. COOPERATION WITH THE RECEIVER
IT IS FURTHER ORDERED that Defendants and all other persons or
entities served with a copy of this Or::ler shall fully cooperate with and assist the
Receiver in tnking and maintaining possession, custody, or control of the assets of
the Recei?ership Defendants. This cooperation and assistance shall include, but
not be limited to: providing information to the Receiver that the Receiver deems

necessary in order to exercise the authority and discharge the responsibilities of

the Receiver under this Order; advising all persons who owe money to the

-24-
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L ;u'ansfemng Ofunds at tl'le'Recelvers ‘chrectmn. and producmg‘ records}rela‘ted hto lhe B .,
o A} ‘--‘-"assets and sales of th'e Reveelvershlp Defendarlts The ent1t1es obhgatecl to e
) cooperate with the Recelver under th1s prov1s1on 1nclude but are not l1m1ted to '
R B banks brokes—dealers savlngs and loans ESCTowW. agents tltle compames |
cormﬁodny tradmg compalales precious metals dealers and other ﬁnanc1al
| institutions and deposu:ones of any kind, and all tln:rd-party b1ll1ng agents,
common carriers, and other telecommun1cat1ons companies, that have transacted
business with the Receivership }Defendants. U
XIV. INTERFERENCE WITH THE RECEIVER
IT IS FURTHER ORDERED that Defendants are hereby restrained.and
enjoined from directly or indirectly:
1. | Interfering with the Receiver managing or taking custody, control, or
possession of, the assets or documents subject fo this receivership;‘
2. Transacting any of the business of the Receivership Defendants:
3. Transferring, receiving, altering, selling, encumbering, pledging, assigning,

liquidating, or otherwise disposing of any assets owned, controlled, or in the
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: possessmn or custody of or in WhJCh an mterest is held or clalmed by, the_ S

R kRec':elvership Defendants or the Recelver .a:nci
B : 4 1 Refusmg to .cdoperate Wlﬂ'] the Reéewer ér thé ﬁecelver'é duly aufhénzed
4age.nts in the exermse of thelr dﬁt1es or authonfy ﬁnder any ’order of thls Com;t |
' XV STAY OF ACT]{ON S AGAINST RECEIVERSHIP DEFENDAN TS
| IT IS FURTHER ORDERED that except by leave of thls Court durmg
péndency of the receivership ordered herein, Defendants, and all investors,
creditors, stockholders, lessors, cuétdzﬁers and other persdns seeking to establish
or enforce any claim, right, or interest against or ;n behalf of a Receivership
Defendant, and all others acting for or on behalf of such persons, are hereby
enjoined from taking action that would interfere with the exclusive jurisdiction of
this Court over the assets or documents of the Receivership Defendants, including,
but not limited to: | |
L. | Petitioning, or assisting inl the filing of a petition, that would cause any
Receivership Defendant to be placed in bankruptey;
2. Commencing, prosecuting, or continuing a judicial, administrative, or other

action or proceeding against the Receivership Defendants, including the issuance

or employment of process against the Receivership Defendants, except that such

-26-
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5 éctrnns rnay b’enconnneneed 1f neeeseery to tell eny apmpheabl.evetatute of ;
:hrmretlons .7 et el | L
. : '3.'; o Fllmg or enferc1ng any hen on any asset ef the Reeelvershlp Defendants
takmg or attemptmg to take possess1on custod};, or centrol of any asset of the
Rece1versh1p Defendants or attemptmg to forecloee forfelt alter or termlnate an}'li
rnterest in 'any asset of the Recelvershlp Defendants Whether such acts are part of
a Judlclal proceedmg, are acts of self-help, or otherwise; | |
4. Tnitiating any other process or preceeding that would interfere with the
Receiver managing or taking custoriy, conirol, orspossession' of, the assets or
documents subject to this ’receivership.
Provided that, this Order does not stay: (i) the commencement or continuation of
a criminal action or proceeding; (ii) the commencerment or continuation of an
action or proceeding by a govemmenral ‘unit to enforce such govemmental unit’s
police or regulatory power; or (iii) the enforcement of a judgment, other than a
money judgment, obtained in an action or proceeding by a governmental unit to

enforce such governmental unit’s police or regulatory power.

-27-
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CXVL RECEIVER’S REPORTS

IT IS FURTHER ORDERED that the Recelver shall report to tl'us Court f R .

- th.ree days before the show cause hearmc (1) the steps taken by the Recelver to S
. ylmplement the- terms of thls Order (7) the value of all hquzdated and unhquldated
- assets of the Recelvershlp Defendant (3) the sum of all habthnes of the .
. Recelversth Defendant (4) the steps the Recelver mtends to take n the future to:
(a) prevent any dlmmutmn in the value of assets of the Receivership Defendant
(b) pursue receivership assets from third -parties; and (c) adjust the Iiabilities of the
Receivership Defendant, if appropriate; and (5) any other matters which the
Receiver believes should be brought to the Court’s attention. Provided, hovtfever,
if any of the required information would hinder the Receiver’s ability to eursue
receivership assets, the portions of the Receiver’s report contatning such
‘infoﬁnation may be filed under seal and not served on the parties.
XVII. COMPENSATION OF RECEIVER
IT IS FURTHER ORDERED that the Receiver, and all persons or entities
retained or hired by the Receiver as authorized under this Order, shall be entitled
to reasonable compensation for the performance of duties undertaken pursuant to

this Order and for the cost of actual out-of-pocket expenses incurred by them,

-28-
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: _:.__'i:“.from the,{assets now held by or in. the possessmn or control of or Wh1ch-may be

B ’recelved by, the Recewershlp Defendant The Recelver shall ﬁle W‘lth the Courtv

| '.', 'and serve on the partles on or before the time of the show cause heanng 'a reqhesl:
‘_fer lhe haym"ent of such reas_enable compeneanoh. | :The Recelver shall ne‘; - '}
e inc'rea"sél jthe :fees or fate's-u'sed:esl the héses .for'such fe}e'épplieatiohs'\idthohl pnor
approw‘/‘al‘of the Cou.rt,v | | - —
XVIIL. RECEIVER’S BOND
IT 1S FURTHER ORDERED that the Receiver shall file with the Clerk of

this Court a bond in the sum of $_| ©, 00 0.0 _ with sureties to be approved

by the Cohrt, conditioned that the Receiver will well and truly perform the duties
‘of the efﬁce and abicleby and perform all acts the ¢0urt directs.
XIX. ACCESS TO BUSINESS OFFICES AND RECORDS '

IT IS FURTHER ORDERED that, in order to allow the Commission and
the Receiver to preserve assets and evidence relevant to this action, and to
expedite discovery, Defendants shall give the Commission and the Receiver, and
their representatives, agents, and assistants, immediate access to the business
premises of the Receivership Defendants, including, but not limited to, 1395
Marietta Parkway, Suite 105, Marietta, Georgia 30065. The Commission and the

-29.-



.'RSCCIVE:I‘ _and thelr rep;ésentatlves ;gents ;‘a.nd aésmtants aré .all.thoﬁze‘d to A
N :-,"".i ‘v:_élmpl‘oy the asélstanc;e of léw enforcement éfﬁceﬁ aé the3; deeﬁ néééésmy to ef‘fect‘;_-_: Sl

;c,efxfllcél a“nd'tvo“lmplémeﬁt péacefuily the prowsmnsvof thls Orcief The  ,‘ E
Comrmss@n a;ﬁd the R6CC':1VCI and thelr representatlves | aOEﬁts aﬁd assmtants are
authonzed to reméve documents ﬁoﬁ the Recewer Defcndants premlses in order ' .. _
that‘ they ﬁlay ﬁe 1ﬁsi)ected inventoried, and copied fof the i)urpose of présefvmg
discoverable material in connection With this action. Furthermofe, the Receiver | |
shall allow the Corporate Defendants e;nd Individual Defendanfs reasonable acc‘:essu
to the premises and business records of the Receiivership Defendants within the
Receiver’s possession for the purpose of inspecting and copying mﬁteﬁals relevant
to this action. The Receiver shall have the discretiqn to determine the time, |
manner, gmd feasonablg conditions of such access.

XX. EXPEDITED DISCOVERY
IT IS FURTHER ORDERED that, in anticipation of the preliminary

injuﬁction hearing in this matter, the Commission and the Receiver are authorized
to conduct expedited discovery concerning Defendantsf assets and business

practices in accordance with the following provisions:

-30-



The Com':m‘ls}s‘lnc;n. and the Reéelvér mefy take the deﬁosfnons of pames and”A i
Ll ‘non iaar;cies Forty e1ght hours (48) nonce shall be sufﬁc:1ent notlc:e »forvsuch h
S 'depos;_uons;j L e : o ‘ - o

: 2 .. The COmnﬁssion; and tiie Receivér ﬁay Sei‘Vé ‘ﬁpon partlesrequests for o

"v'iproduétlon ‘of documents or msiaectmn that requlre productlon or ms.pectlon‘v W1th1n g

ﬁ*;/e calendar days‘ of éervme and may seﬁe vsubpoenasA .u1.30n ndnll')»aﬁles}tﬁalt -
direct production or inspection within ﬁve calendar days of service;

| 3.“ The COrﬁmissiQn rﬁayserve deposition notices and other discovery Tequests
upon the parties to this action by facsimile or ove;'night courier, and depositions
rﬁay be taken by teiephone or other remote electronic means; and
4. - Any discovery taken pursuant to this Order is in addition to, and is not
subject to, the presumptive limits on discovery set forth n the Federal Rules of
Civil Procedure and Local Rules of this Court. If a Defendant fails to appear fdr a
properly noticed déposition or fails to comply with a request for production or

inspection, that Defendant may be prohibited from introducing evidence at the

hearing on the Commission’s request for a preliminary injunction.
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AXXI SERVICE BY FACSIIV[[LE AUTHORIZED e -
S IT IS FURTHER DRDERED that COplBS of thrs Order may be served by .
: .. a.ny rneans 1nelud1ng facstmﬂe transrmssmn upon any ﬁnancral mstrtutlon or o
L other entrty or person that may have possessbn custody, or control of any
-docnrnents or assets of an y Corporate Defendant or Individual ‘Defendant or that
| irnay othernvrse be subjeot to any provrslon of thrs. Order' .S'ervree upon any branch |
or office of any financial institution shall effect servme upon the entire financial
institution.‘ | | |
XXII. DEFENDANTS’ DUTY TO ﬁISTRIBUTE ORDER N
IT IS FURTHER ORDERED that the Corporate Defendants and the
Individual Defendants shall immediately provide a eopy of this Order to each
affiliate, subsidiary, division, sales entity, successor, assign, officer, director,
employee, independent contractor, client company, agent, attorney, spouse, and
representative of Defendants, and shall, within ten (10) days from the date of entry
of this Order, provide the Commission with a sworn statement that: (A) confirms
that Defendants have provided copies of the Order as required by this paragraph;
and (B) lists the names and addresses of each entity or person to whom Defendants
provided a copy of the Order. Furthermore, the Corporate Defendants and

-32-
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3 ;{{' :'A“:l'I»n»ch;ndu‘al- befendants shail not @ke any actloo vthat Wouldv :ncourage ofﬁoer
'i._acents dlrectors employees saiespersoos Mmdepeodent cootreetofs -‘attofne&s- -
'Hsub51d1anes afﬁhates sﬁcceesors a551gns or other‘ persone or> eﬁﬁnes 1ﬁ act1ve o
. concert or pamc1pation with Defendants to d1sregard tius Ofoef or beileve that o
they are‘not bound by its provmoﬁs : | e | |
 XXITL. DURATION OF TEMPORARY RESTRAINING ORDER
ITIS FURTHER-ORDERED that' the Temporary Restraining Order
gTanted herem shall expire ten (1 O) days from the date of entry noted below
unless, within such time, the Order is extended for an additional period not to
exceed ten (10) days for good cause shown, or unless, as to any Corporate
Defendant or Individual Defendant, such Defendaot consents to an extension for a
longer period

XXIV. ORDER TO SHOW CAUSE REGARDING PRELIMINARY
INJUNCTION

ITIS FURTHER ORDERED, pursuant to Federal Rule of Civil Procedure
65(b), that each of the Defendants shall appear before this Court on the 24 day

'n @0““'?56
of JARY o f + 2006, at Two  oclock _‘Q_m Vo show cause, if

there is any, why this Court should not enter a Preliminary Injunction enjoining

-33-
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the v101at10ns of 1aw alleged n the Com:rmssmn s Complamt contmumg the |

E freeze of the1r assets contmumg the Recelvershlp and 1mposm0 Such addltlonal

rehef as may be appropnate

o xxv BRIEFS AND AFFIDAVITS CONCERNING PRELIMINARY -
| INJUNCTION .

IT IS FURTHER ORDERED that Defendants must ﬁle Wlth the Clerk'
VOfﬁce and deliver to the counsel for the Comrmssmn any brief respondmg to the
iorder to show cause Why a prehrmnary 1n3unct1on should not be entered no later 7 2
hours before the time scheduled for the hearmg The partles} must ﬁle with the
Court and deliver to counsel that have entered an appearance along with any
affidavits and other evidence upon which they intend to rel»y.iln connection with
the Commission’s request for a preliminary injunctioﬁ no later than 24 hours
before the time scheduled for the preliminary injunction hearing. If any party
intends to present the testimony o.f any witness é.t the Hearing on a preliminary
injunction, that party shall file with the Court and deliver to counsel that have
entered an appearance a statement disclosing the name, address, and telephone
number of any such witness, and either a summéu’y of the witness’s expected

testimony, or the witness’s affidavit or declaration revealing the substance of the
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"‘-?’..;"szl_w1mess s testlmony, no 1aterthan24hours before etrme heduledfor the:

L prehrmnary mJunctlon hearmg | o L
IT IS FURT HER O]RDERED that Defendants shall serve a11 pleadmgs |
- ‘Amemoranda oorrespondence afﬁdav1ts declarattons or other documents related
‘to thrs Order or Plaintiff’s roonon for a prehrmnary 1n3unct1on by facsmnle o
transmlssmn to (202) 326-3395, by hand dehvery to the offices of the Federal :
T:rade Commission, at 600 Pennsy}vama Avenue, NW, Room H-238, Washington,
DC 20580, and addressed to the attention of Davrd Spiegel, or by overnight
shrpment through a third-party commercial carrier for delivery at this address.
XXVIL. RETENTION OF .}URISDICTION
IT IS FURTHER ORDERED that this Court shall retain jurisdiction of

L3

this matter for all purposes.

SO ORDERED, this [8thdayof I Jy ot @ ‘m,

Eastern Standard Time.
JW y g M

United States District Judge

¥ Ty T3 O LS el

IANDA LFU.,I" ((' Y CERY : (L;:.J.l_’(% THIS
wd

?Jlﬂwgr D J,ts.lj’

Leyle
35- By: Tj,z Oﬂ 4}75/.\

UL}RLL/ Lierk




