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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

COMMODITY FUTURES TRADING
COMMISSION
Plaintiff,

11-cv-10949-LPZ-MKM
V.
, Hon. Lawrence P. Zatkoff
ALAN JAMES WATSON, MICHAEL POTTS, '
and CASH FLOW FINANCIAL, LLC,

Defendants,
And

THE JEDBURGH GROUP,

Relief Defendant.

b’ N N’ N’ N N N N N’ N’ N N’ N N N N

RECEIVER’S RESPONSE TO OBJECTIONS TO THE
PROPOSED INVESTOR CLAIMS PROCEDURE

Phillip S. Stenger, temporary Receiver (“Receiver”) for Cash Flow Financial, LLC, by
and through his attorneys, Stenger & Stenger, P.C., files this Response to Objectiéns to the
Proposed Investor Claz"ms Procedure (the “Receiver’s Response”) and moves this Court to enter
the Claims Procedure Adoption Order without further proceedings before this Court.

L
BACKGROUND

On March 10, 2010, the Commodity Futures Trading Commission (the “Commission™)
filed a multi-count complaint against Alan James Watson (“Watson”), Michael Potts (“Potts”)
and Cash Flow Financial, LLC (“CFF”), alleging that from November 28, 2007 through the time

of filing the complaint, the defendants fraudulently solicited and accepted at least $45 million
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from more than 600 individuals and entities to participate in a commodity pool to trade
commodity futures contracts and securities.

In the CFF scheme, Watson and Potts solicited pool participants through “Executive Club
Members” (“ECMs”) who acted under Watson’s and Potts® direction in identifying and
soliciting new participants and were compensated in a manner similar to a multi-level marketing
program. In addition to ECMs who were compensated directly from CFF, other Marketers
received compensation from a separate entity called New Life Inc. (“New Life””) which was
conducted by ECM Mark Miller. New Life received compensation from CFF in exchange for
marketing CFF to investors. New Life would, in turn, pay a portion of the compensation it
received from CFF to individuals who marketed or sold or referred CFF to others, who were
called Communication Consultants or “CC”, “Sub CC” or “Sr CC” (collectively referred to
herein as “Marketers™).

The CFF Operating Agreement stated that the CFF pool participant funds would be
traded using a trading program selected by Watson and approved by a vote of two-thirds of the
members; however no such approval process was ever implemented and Watson invested the
money in many different, unapproved schemes, many of which turned out to be fraudulent
schemes in their own right, resulting in almost a complete loss of the investment. The pool
participants believed the funds would be invested with a Florida entity specializing in
commodities trading, known as “Trade, LLC”. However, of the approximately $45 million that
was raised, only $8.1 million was actually invested in Trade, LLC for commodities trading.

Trade, LLC itself also turned out to be a fraudulent scheme which did not return trading profits
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to CFF as promised and itself is subject to lawsuits by the Securities and Exchange Commission
and the Commodity Futures Trading Commission, and was ordered into receivership in F lorida.!

On or about March 11, 2011, by Order of this Court, Phillip S. Stenger was appointed
temporary Receiver for the assets of Defendants Watson, Potts and CFF. Since his appointment,
the Receiver has undertaken many activities, including marshaling assets of approximately $4.8
million.

At the time the Receiver was appointed, the accounting and business records of CFF
(including investor records) were incomplete, confusing, misleading and in many cases
nonexistent. As a result, the Receiver has used his best efforts to largely recreate the accounting
and business records of CFF using available company records and bank records, including wire
transfer receipts and cancelled checks. Reconstructing the accounting records has helped the
Receiver ascertain what he believes to be the net investment (amount invested less amount
returned, from whatever source as further defined in the Investor Claims Procedure) of each
investor (hereinafter referred to as the “Adjusted Net Investor Claim” or “ANIC”). Using the
accounting the Receiver created from bank records as well as other information available to the
Receiver, the Receiver has calculated a preliminary ANIC for each known investor.

In an effort to establish a procedure for the return of available funds back to the known
investors of this fraud, the Receiver filed his Revised Motion and Memorandum Requesting
Approval of the Proposed Investor Claims Procedure (“Claims Procedure Motion™) with this
Court on April 5, 2013, [Dkt. No. 78], simultaneously with his Motion to Establish Procedure

for Notice and Opportunity to Object to the Proposed Investor Claims Procedure (“Objection

' Securities and Exchange Commission vs. Trade-LLC, et al, United States District Court, Southern District of
Florida, Case No.: 10-CV-80737; Commodity Futures Trading Commission vs. Philip W. Milton, et al, United States
District Court, Southern District of Florida, Case No.: 10-CV-80738.
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Procedure Motion”) [Dkt. No. 77]. On June 12, 2013, this Court entered its Order Approving
the Objection Procedure Motion (“Objection Procedure Order”) [Dkt. No. 81].

The Proposed Investor Claims Procedure, which is attached as Exhibit A to the Claims
Procedure Motion [Dkt. No. 78], provides that distribution will be based on each Investor’s pro
rata share of total Adjusted Net Investor Claims of all Investors (See Proposed Investor Claims
Procedure, Sec. IL., p. 13, (xiv)). ANIC is generally defined in the Proposed Investor Claims
Procedure as total investment less distributions or payments from all sources (See Proposed
Investor Claims Procedure, Sec. L., Definitions, (1)).

Any individual who received marketing compensation is copsidered a Marketer (See
Proposed Investor Claims Procedure, Sec. 1., Definitions, (xxi)), regardless of whether or not
they were aware of the fraud scheme. Marketers who received less than $5,000 in marketing
compensation are referred to as “Insubstantial Marketers”, (See Proposed Investors Claims
Procedure, Sec. L., Definitions, p. 4, (xv)) and for purposes of the distribution their ANIC would
be reduced by 50%. All other marketers (i.e. those Marketers who received more than $5,000 in
marketing compensation) are “Excluded Parties” (See Proposed Investor Claims Procedure, Sec.
I., Definitions, p. 3, (xii)). Excluded Parties are not included in the definition of “Investors” and
therefore will not be permitted to participate in the distﬁbution (See Proposed Investor Claims
Procedure, Sec. I., Definitions, p. 4, (xvi) and Sec. II., p. 13 (xiv)). The treatment of Marketers is
also explained in the Summarizing Letter sent to all interested parties. (See the Claims Procedure
Motion, [Dkt. No. 78], pp. 9-10, and Summarizing Letter, attached as Exhibit D to Claims
Procedure Motion, paragraph 9.)

The Objection Procedure Order established an Objection Bar Date of July 26, 2013 for

the submission of any properly filed “Claims Procedure Objections”. A “properly filed” Claims
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Procedure Objection was defined as a written objection sent to the Court Clerk of this Court,
along with a copy to the Receiver, so that it was received by both the Court Clerk and the
Receiver on or before the Objection Bar Date. According to the Objection Procedure Order, any
objections not received by both the Court Clerk and the Receiver by the Objection Bar Date are
to be conclusively deemed waived. In addition, the Objection Procedure Order required the
Receiver to publish the Objection Procedure Notice once in US4 Today, to mail a copy of the
proposed Investor Claims Procedure and Summarizing Letter to all known potential investors in
CFF, and to post the proposed Investor Claims Procedure, Summarizing Letter and Objection
Procedure Notice on the Receiver’s website.

In accordance with the Objection Procedure Order, the Receiver published the Objection
Procedure Notice in USA Today on June 25, 2013. (See the attached Verification of Publication
dated June 26, 2013, Exhibit A.) On June 25, 2013, also in accordance with the Objection
Procedure Order, the Receiver mailed a copy of the Proposed Investor Claims Procedure Order,
the Summarizing Letter and the Objection Procedure Order to each known potential investor in
CFF via first class United States mail. (See the attached Proof of Service dated June 25, 2013,
Exhibit B.) And on June 12, 2013, in accordance with the Objection Procedure Order, the
Receiver posted a copy of the Claims Procedure Motion, including all exhibits thereto, the
Summarizing Letter, the Objection Procedure Motion, the Objection Procedure Order and the

Objection Procedure Notice on its website at www.cffreceiver.com. (See the attached Affidavit

of Receiver, Exhibit C.)
1L

OBJECTIONS
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The Receiver has received a total of four (4) objections to the Proposed Investor Claims
Procedure (“Objections™). Two (2) of the Objections, by John and Janice Berrevoets and Ronald
Morefield, were “properly filed” and were sent both to the Court Clerk and the Receiver ina
timely manner in accordance with the Objection Procedure Order; while two (2) objections, by
Sher Komisar and Beverly McAnallen, were submitted to the Receiver before the Objection Bar
Date of July 26, 2013, but were not filed with the Court. The objection of Beverly McAnallen,
which was not properly filed with the Court, has since been withdrawn (See attached withdrawal
of objection, Exhibit D).

A. Objection by John W. Berrevoets and Janice K. Berrevoets (Dkt. No. 87)

John W. Berrevoets and Janice K. Berrevoets (hereinafter referred to as “Berrevoets”)
properly filed a timely objection on July 22, 2013 with both the Court Clerk and the Receiver in
accordance with the terms of the Objection Procedure Order (Exhibit E — “Berrevoets
Objection”).

The Receiver worked with the Berrevoets in regards to their objection and the Berrevoets
Objection has been resolved. On January 11, 2014, the Berrevoets stipulated to withdraw their
objection to the Proposed Investor Claims Procedure (Exhibit F — “Stipulation to Withdraw
Objection™).

B. Objection by Ronald L. Morefield (Dkt. No. 88)

Ronald Morefield (“Morefield”) submitted a timely objection on July 24, 2013 to both
the Court Clerk and the Receiver prior to the Objection Bar Date (Exhibit G — “Morefield’s
Objection”). In his objection, Morefield does not object to the treatment of his own claim in the
objection procedure. Rather Morefield’s Objection is provided on behalf of the Executive Club

Member (“ECM”), or Marketer, who referred him to CFF, namely Sher Komisar (“Komisar”).
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Morefield objects to the proposed Investor Claims Procedure to the extent that it computes the
claims for Marketers (or ECMs) differently than other investors.

As an initial matter, the Receiver believes that Morefield’s Objection to his treatment of
Komisar should be denied as Morefield does not have standing to raise an objection on behalf of
Komisar.

Morefield’s Objection is that without a finding of guilt on behalf of Marketers, their
claims should not be reduced (or limited) simply because they received marketing compensation.
The Proposed Investor Claims Procedure provides that those individuals designated as
“Marketers” are “Excluded Parties” and should have no claim in the Receivership, unless the
Marketer received $5,000 or less in commissions from CFF, in which case they would be
referred to as an “Insubstantial Marketers” and their claim would be reduced by 50% (See
Investor Claims Procedure, p. 4).  The Receiver based this recommendation on the overall
fairness to the investors. Since investors will likely receive just a small portion of their
investment back through the distributions, the exclusion of the claims of those who participated
in the development, implementation or marketing of the scheme is reasonable, since it permits
the Receivership estate to be distributed to those who are most innocent. The Sixth Circuit
upheld a very similar distribution procedure as being fair and equitable in SEC v. Basic Energy
& Affiliated Res., Inc., 273 F.3d 657, 670-71 (6th Cir. 2001). It is the position of the Receiver that
this is the most fair and equitable manner to distribute any remaining funds.” The ECMs and
other Marketers were in the best position to question or investigate the fraudulent nature of this

scheme by meeting with Watson and Potts and having direct contact with them. Innocent or not,

2 “In an equity receivership such as this, the Court has the power to fashion any distribution plan that is fair and
equitable.” SEC v. Wang, 944 F.2d 80, 84-85 (2d Cir.1991) (“Wang™); see also S.E.C. v. Basic Energy & Affiliated
Res., Inc., 273 F.3d 657, 67071 (6th Cir.2001) (“BEAR”); see also SEC v. Alanar, Inc., 1:05-CV-01102-DFHTAB,
2009 WL 1664443 (S.D. Ind. June 12, 2009).
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the ECMs and other Marketers helped to perpetuate this scheme by singing its praises to other
innocent investors. It is the Receiver’s position that these actions should not be rewarded, and
that the distribution should favor the most innocent investors.

C. Objection Sent to Receiver by Sher Komisar, Not Filed with the Court

Sher Komisar (“Komisar”) submitted a timely objection to the Receiver via email on
July 25, 2013; however the objection was not filed with the Court Clerk in accordance with the
Objection Procedure Order (Exhibit H — “Komisar’s Objection”). Komisar is also the ECM
who is the subject of Morefield’s Objection. Komisar submits an objection to the proposed
reduction of ECM claims based on the amount of commissions she received. Komisar’s
Objection alleges that she was equally duped by Watson and was therefore also a victim in this
matter. She urges the Court not to treat all ECMs alike, and that the Court should somehow
differentiate between the ECMs based on their own motivations and actions and to treat those
ECMs whose motivations were purely selfless, differently than those ECMs who made
significant profits in this scheme.

As a threshold matter the Receiver objects to Komisar’s Objection as it was not timely
filed with the Court Clerk pursuant to the Objection Procedure Order. Therefore the Receiver
requests that Komisar’s Objection be conclusively deemed waived. Notwithstanding this
objection, the Receiver provides the following response.

Komisar’s Objection is based on the proposed reduction of claims for ECMs and other
identified Marketers who received commissions for their efforts in recruiting investors into the
CFF scheme. As indicated above, the Receiver has proposed a reduction of 50% of an ECM’s
claim if they received less than $5,000 in commission payments, and a 100% reduction of an

ECM’s claim if they received $5,000 or more in commissions. (See Proposed Investor Claims
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Procedure) The Receiver’s reasoning behind this proposal is simple. There simply won’t be
enough money to pay back each investor for their losses. A return of funds of less than 12% is
anticipated. Therefore it is fair and equitable to compensate those investors who did not receive
any marketing compensation prior to or at a greater percentage than ECMs who did receive
marketing compensation. Regardless of how pure their intent might have been, the ECMs did
market and encourage other individuals to invest their money‘ in this scheme. -

Since investors in the scheme will only receive pennies on the dollar back in return for
their investment, it is fair and equitable to reduce or eliminate the distribution to those who
received marketing compensation, regardless of whether those marketers were aware of the
fraud.

This proposed method of classifying claims is very similar to that presented in SEC v.
BEAR, where the court upheld the classification distinctions of insubstantial marketer and non-
marketer for distribution purposes. 273 F.3d at 667. The court in SEC v. Levine, 881 F.2d 1165,
1173 (2d Cir. 1989), also held that it was appropriate to prioritize claims of various claimants,’
as did the court in SEC v. Certain Unknown Purchasers of Common Stock Of and Call Options
For Common Stock of Santa Fe Internat’l Corp., 817 F.2d 1018, 1021 (2d Cir. 1987), which
adopted a distribution scheme that treated investors differently due to the limited size of the

fund.* The Receiver believes that the proposed Investor Claims Procedure is fair and equitable

3 “The district court found no fault however, with the SEC plans' exclusion of the Arden Way claimants from the
class of persons entitled to make claims against the disgorged assets. The court noted that those claimants asserted
‘general-type damages ... much less directly linked to Levine's activities than the harm he caused contemporaneous
investors,” and that [t]herefore, the Arden Way claimants do not enjoy a similar priority to Levine's disgorged
assets.” Levine, 881 F.2d at 1173,

* “Judge Conner did not abuse his discretion in approving the settlement agreement. The size of the disgorgement
pool was limited. In total, Claims Fund A and B provided less than $5 million to recompense over 1,900 potential
claimants. It is apparent that Judge Conner believed that the most grievously injured claimants should receive the
greatest share of the fund. Unnecessary dilution of the pool was to be avoided. “Santa Fe, 817 F.2d at 1021.
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in that it provides the greatest return to the most innocent investors, while still allowing those
Marketers with minimal involvement to participate to a lesser extent. As the Court held in
Wang, “...once the district court satisfies itself that the distribution of proceeds in a proposed
SEC disgorgement plan is fair and reasonable, its review is at an end.” 944 F.2d at 8\5.

The Receiver is also aware that some ECMs made significant profit from this scheme. It
is the Receiver’s intent to investigate all options for recovery of any monies due back into the
Receivership Estate, including potential recoveries from those ECMs and Marketers who
benefitted significantly from this fraudulent scheme.

CONCLUSION

The proposed Investor Claims Procedure as set forth in the Receiver’s Claims Procedure
Motion is not only fair and equitable, but takes into consideration the unique aspects of this
fraudulent scheme, including the inaccurate and incomplete accounting records, the multi-
layered marketing scheme and the amount of potential restitution a\}ailable to investors. The
Receiver believes that the proposed Investor Claims Procedure provides the most equitable
option for the return of funds to the most innocent investors who lost hundreds of thousands of
dollars in this deceptive scheme.

WHEREFORE, the Receiver respectfully requests that this Court enter the Claims

Procedure Adoption Order without further hearings before this Court.

Respectfully submitted:
Stenger & Stenger, P.C.
Attorneys for the Receiver
Dated: January 28, 2014 By: /s/ Laura D. Duston

Laura D. Duston (P66541)
Business Address:
2618 East Paris Ave, S.E.

10
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Grand Rapids, MI 49546
Telephone: (616) 940-1190
Facsimile: (616) 940-1192
Email: laura@stengerlaw.com

11
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CERTIFICATE OF SERVICE

Laura D. Duston, an attorney, hereby certifies that on January 28, 2014, she caused to be
served a copy of the foregoing Receiver’s Response to Objections to the Proposed Investor
Claims Procedure and Exhibits thereto via electronic filing on the following ECF parties:

Allison Baker Shealy

U.S. Commodity Futures Trading Commission
Division of Enforcement

1155 21st Street, N.W.

Washington, D.C. 20581

ashealy@cftc.gov

Peter A. Caplan

United States Attorney's Office
211 W. Fort Street, Suite 2001
Detroit, MI 48226-3211
peter.caplan@usdoj.gov

Harry H. Wise, 111

Attorney for The Jedburgh Group
250 West 57th Street, Suite 1316
New York, NY 10107
hwiselaw(@aol.com

and by e-mail and by First Class Mail to the following non-ECF parties:

Alan J. Watson Michael S. Potts
Inmate ID #79104-083 Pro Se Defendant
FCI Ashland 590 Centerville Road, Unit 311
P.O. Box 6001 Lancaster, PA 17601
Ashland, KY 41105 Mspottsl@gmail.com
Newemail4aj@gmail.com ms_potts@comecast.net

Dated: January 28, 2014. /s/ Laura D. Duston

Laura D. Duston (P66541)
Attorney for Receiver Phillip S. Stenger
STENGER & STENGER PC
Business Address:
2618 East Paris Avenue, S.E.
Grand Rapids, MI 49546-2425
Telephone: (616) 940-1190
Facsimile: (616) 940-1192
Email: laura@stengerlaw.com

12
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CFTC v. Watson, et al.
Case No. 11-CV-10949

EXHIBIT A
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Verification of Publication
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£USA

TODAY

usatoday.com 7950 Jones Branch Drive » McLean, Virginia 22108
(703) 854-3400

VERIFICATION OF PUBLICATION

COMMONWEALTH OF VIRGINIA
COUNTY OF FAIRFAX

Being duly sworn, Toussaint Hutchinson says that he is the principal clerk of USA
TODAY, and is duly authorized by USA TODAY to make this affidavit, and is fully
acquainted with the facts stated herein: on Tuesday, June 25, 2013 the following legal
advertisement— COMMODITY FUTURES TRADING COMMISSION v. ALAN J.
WATSON, MICHAEL POTTS, AND CASH FLOW FINANCIAL, L1.C And
THE JEDBURGH GROUP — was published in the national edition of USA TODAY.

Principal Clerk of USA TODAY
June 26, 2013

This ’llﬂ" day of JunL  month
203 year.

L]

Notary Public
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CFTCv. Watson, et al.
Case No. 11-CV-10949

EXHIBIT B
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Proof of Service



2:11-cv-10949-LPZ-MKM Doc # 93-2 Filed 01/28/14 Pg2of21 PgID 1917

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN

SOUTHERN DIVISION

COMMODITY FUTURES TRADING )
COMMISSION )

Plaintiff, )

) 11-cv-10949-LPZ-MKM

V. ) S
ALAN JAMES WATSON, MICHAEL POTTS, )
.and CASH FLOW FINANCIAL, LLC, )

Defendants, )
And ' )
THE JEDBURGH GROUP, )

Relief Defendant. )

PROOF OF SERVICE

'STATE OF MICHIGAN )
: ) ss.
COUNTY OF KENT )

Jamie Hoag, a paralegal with Stenger & Stenger P.C., being first duly sworn, deposes and
says that a Summarizing Letter, a copy of the Order Approving Objection Procedure and a copy
of the Proposed Investor Claims Procedure was sent to those individuals listed on the attached
‘Exhibit A on the 25th day of June, 2013 by U.S. First Class Mail.

S NNES:
> j

Jamie Hoa

" Subscribed and sworn to before me
this 25th day of June, 2013.

Andrea N. Suttner, Notary Public
Kent County, Michigan

My Commission Expires: 6/29/2017 2 Andrea N Sutiner
Notary Public of Michigan

Kent County
Expires 06/29/2017
Acting in the County of

POS for 6 25 13 Mailing of Objection Notice Packet (00254189).doc
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CFTC v. Watson, et al.
Case No. 11-CV-10949

EXHIBIT C
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Affidavit of Receiver



2:11-cv-10949-LPZ-MKM Doc # 93-3 Filed 01/28/14 Pg2of3 PgID 1938

UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DISTRICT

COMMODITY FUTURES TRADING COMMISSION,
Plaintiff, : CASE NO. 11-cv-10949
Judge Lawrence P. Zatkoff

V.

ALAN JAMES WATSON, MICHAEL POTTS, and
CASH FLOW FINANCIAL LLC,

Defendants,
And
THE JEDBURGH GROUP,

Relief Defendant.

AFFIDAVIT OF PHILLIP S. STENGER

STATE OF MICHIGAN )
) ss.
COUNTY OF KENT )

PHILLIP S. STENGER, being duly sworn, says:

1. [ am a resident of the State of Michigan, over the age of 18 years, competent to

make this Affidavit, and the statements herein are based upon my personal knowledge, unless

otherwise stated.

2. I make this Affidavit in my capacity as Temporary Receiver (“Receiver”) in the

captioned matter, in support of the Receiver’s Response to Objections to the Proposed Investor

Claims Procedure (the “Receiver’s Response™).

257637
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3. As stated in the Receiver’s Response, a copy of the Claims Procedure Motion,
including all exhibits thereto, the Summarizing Letter, the Objection Procedure Motion, the
Objection Procedure Order and the Objection Procedure Notice were all posted on the Receiver’s

website at www.cffreceiver.com on June 12, 2013.

4. If sworn as a witness, I can competently testify from personal knowledge as to the

truth of the statements set forth in this Affidavit.

7T

Phillip S. Stenger
Receiver

Subscnbed and sworn to before me
this day of January, 2014.

/I

Andrea N. Suttner
Notary Public, Kent County, Michigan
My Commission Expires: 06/29/2017

Andrea N Suttner
Notary Public of Michigan
Kent County

Expires 06/29/2017
Acting in the County of kM\jC
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CFTC v. Watson, et al.
Case No. 11-CV-10949

EXHIBITD
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Withdrawal of Objection by Beverly McAnallen
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Laura Duston

From: Beverly McAnallen

Sent: Tuesday, November 19, 2013 3:20 PM
To: Laura Duston; Beverly McAnallen
Subject: RE: Cash Flow Financial, LLC Receivership

I, Beverly A. McAnallen do hereby withdraw my objection to the investor
claims procedure associated with the Cash Flow Financial, LLC Receivership. Thank you
very much for your consideration. 11/18/2013. Truly yours, Beverly A. McAnaHen-

Beverly A. McAnallen

With God all things are possible!
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CFTC v. Watson, et al.
Case No. 11-CV-10949

EXHIBIT E
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Berrevoets Objection
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CFTCv. Watson, et al.
Case No. 11-CV-10949

EXHIBIT F
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Stipulation to Withdraw Berrevoets Objection
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UNITED STATES DISTRICT COURT
EASTERN DISTRICT OF MICHIGAN
SOUTHERN DIVISION

COMMODITY FUTURES TRADING )
COMMISSION )
Plaintiff, )
) 11-¢v-10949-LPZ-MKM
v. )
) Hon. Lawrence P. Zatkoff
ALAN JAMES WATSON, MICHAEL POTTS, )
and CASH FLOW FINANCIAL, LLC, )
)
Defendants, - )
And )
)
THE JEDBURGH GROUP, )
)
Relief Defendant. )
)

STIPULATION TO WITHDRAW OBJECTION TO PROPOSED
INVESTOR CLAIMS PROCEDURE

The Receiver, Phillip S. Stenger, Stenger & Stenger, P.C. (“Receiver”) and the Claimant,
John and Janice Berrevoets, (“Berrevoets”) hereby STIPULATE AND AGREE that the
Berrevoets objection to the Proposed Investor Claims Procedure (Dkt. No. 87), is hereby

withdrawn by the Berrevoets, in its entirety.

g%ﬂ 6{’/7/&4)?€]L \w’ Q\&N‘@NQ;QB

¥6hn Berrevoets A J an&%Berrevoets

Dated:_j— /) ~ 2014 Dated: ) - \\ 2014

Phillip S. Stenger, Receiver

Dated: /-& 7 ,2014

stipulation to withdraw objection to investor claims procedure (00258260).docx
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CFTCv. Watson, et al.
Case No. 11-CV-10949

EXHIBIT G
to

RECEIVER’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Morefield Objection
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Ronald L. Moreﬂe}d

Clerk of the United States District Court

for the Eastern District of Michigan, Southem Division
231 West Lafayette Bivd., Room 564

Detroit, Michigan 48226

Cc:. Receiver
¢/o Stenger & Stenger, P.C.
2618 East Paris Ave, SE
Grand Rapids, Michigan 48546

Re: Commodity Futures Trading Commission v. Alan James Watson, el al.
Case No. 11-cv10949 (U.S. District Court, Eastern District of Michigan)

To Whom It May Concem:

1 am writing this objection of behalf of the ECM who introduced me to Cash FIow Financial, L1C,
Sher Komisar.

I have read the proposed Investor Ciaims Procedure in the above-referenced action. | have an
objection to way in which the ANIC is computed for ECMs and Marketers.

As | read the procedure, ECMs and Marketers who received in excess of $5,000 will have an
ANIC of zero dollars and those who received less than $5,000 will have their ANIC reduced by
50%.

To me, this implies a presumption of guilt and culpability to ECMs and Marketers that may, in
fact, may not be present. | cannot speak to the actions of other ECMs, and | certainly can’t
speak to the culpability of ECMs who withdrew more money from CFF than they invested, but |
can say, without hesitation, that Sher Komisar in no way acted deceitfully or withy any other
intent that to share what she believed to be a good investment opportunity with the people she
knew. In fact, she did as much due diligence as possible to ensure the viability of the
investment. Each ECM and Marketer should be considered individually.

In the absence of formal legal proceedings against the individual ECMs and Marketers, it seems
rather straightforward that following the snmple formula of

. ANIC = Total invested - total withdrawn — total ECM commissions

Is the most equitable way to deal with ECMs and does not penalize them with, what in my
opinion is a presumption of guilt. Their losses are just as real as anyone else in this matter.

CFOOOYR R
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I know that in Ms. Komisar's case, she has lost apprommately-'l the GFF fiasco. | have
lost even more, but harbor no ill will toward her.

T‘I’ﬁank you for ypur reconsideration in the matter.

Very truly yours,

o

Ronald L. Morefield
Claimant
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CFTC v. Watson, et al.
Case No. 11-CV-10949

EXHIBITH
to

RECEIVER'’S RESPONSE TO OBJECTIONS TO THE PROPOSED INVESTOR
CLAIMS PROCEDURE

Komisar Objection
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To:

Receiver

c/o Stenger and Stenger, P.C.
2618 East Paris Ave, SE
Grand Rapid, Michigan 48546

From:

Sher Komisar

Victim 1D# (D
My Name is Sher Komisar and | was what you call an ECM for a period of about 6 months.

If I am not following the carrect format here | beg your indulgence but | lost my significant other of 22 years, Alan
Pomper, in a tragic cycling accident a mere 2 weeks ago and it is very hard for me to read documents quite yet let
alone write the following.

You ask if | object to the decision by the court regarding the Claims Procedure and the decision to distribute
only 50% of the available distribution or and no funds at all to those ECMs who received more than $5,000 in
commission. | do solemnly object.

[ object as | know what my role and intention was in all of this and what it wasn't very clearly, although | cannot
speak for the hearts and minds of the other ECMs; but my actions should convey my intentions, my caring, my
innocence and therefore display that not only was | equally a victim of this profound scam. that CFF Club turned
out to be but perhaps doubly so. For this, though, the courts need to perhaps to hear my story from the
beginning.

| was introduced to Al Watson by someone over a phone call in 2007, | believe. | was hesitant to trust anything
that was being said about this so-called Club but | was willing to listen. AJ appeared to be a caring, gentle person
and with 8 or 9 children | was unable to believe that he was a deliberate scam artist or that he had malice in him;
so | felt enough of a comfort zone to continue listening. He spoke of his background in finance but little did | know
that he had very little knowledge of anything in the financial world or investment. What strengthened the image
of Al of course was this connection to Trade LLC and their seemingly solid crew...with a newly licensed D.C. based
lawyer, Greg Center among them. | said to myself why would anyone go through law school, pass the bar, get
accepted into a good law firm in D.C. and then perpetrate a scam which could lose them their right to practice law
ever again. It made no sense as well, like Al Watson's 9 children. Why would AJ put all those children that he
expressed so much love for at risk. It made no sense. | listened intently on phone calls with the hea d of Trade LLC
who seemed knowledgeable, self assured, a bit difficult...'but so are many highly intelligent people’, | said to
myself. Yet it still took me almost a year to invest even a penny of my own money, the little that | had, let alone
let friends and family know about the opportunity ...and that only after a good friend of mine Ron Morefield, who

1
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had studied and has recently practiced Day Trading from home for a period of his life, went to visit the offices of
Trade LLC in Florida. In fact | urged him to please go to the offices and tell me what he could learn. | trusted him
and his knowledge to give me a thorough report. While there Ron watched the trading process carefully and was
even assured by some supposed big local investor in Trade LLC who praised the talents of this group of day
traders in the Trade LLC offices (probably a paid actor now in retrospect or perhaps another eventual victim) .

Ron actually visited the offices of Trade LLC a second time motivated by his growing interest in investing money
himself. He returned with a friend of his Marcia to the organized gathering by Al Watson and the CFF Club in
March 2007, | believe , which was organized to introduce interested investors face to face with Al Watson and
the crew at Trade LLC. The attendees were even bussed to the offices of Trade LLC to see their operations which
served to ensnare them further in the web of a fatal comfort zone.

[ would have attended myself but my funds were very low as usual and | trusted Ron's ability to dissect what was
going on. | didn't think my presence would have added anything anyway.

Ron came back feeling very good about what he saw and experienced and said he wanted to invest. It was at this
point only that | thought that it was safe to invest myself. This of course was the beginning of the end.

The only way | able to invest tragically at that time was because my family had transferred to my name the only
inheritance left from my mother's estate when she passed.. dividend stocks from my a business my grandfather
helped build at the start of the 20th century. Not an enormous amount but my family knew of my dire financial
straits and recognized the role that | played in caring for my mother for years before her passing and were kind
enough to turn these shares over to me for my survival. This transfer, sadly, came about right about the time that
Ron came back from the gathering in Florida. | looked at all of this as fortuitous.

| liquidated some of the dividend shares and started by investing $5,000...] was still so cautious. | withdrew $500
at one point to assure myself that one can withdraw one's money out any time after a 30 or 60 day waiting period
and in fact a $500 check came to me in the mail. | continued listening intently to the CFF calls especially those
that featured the head of Trade LLC because my main concern of integrity and veracity at that point was not Al
but Trade LLC, as | had a measure of trust in Al. Again, where is guy with 8 or 9 children (I never got the number
right)going to run to...and he always exuded this All-American way about him and desire to help people
financially. | could hardly imagine Al slipping out of the country in the middle of the night with his huge family to
take refuge in Peru or somewhere like that.

It was Trade LLC that was the issue because | would grill Al over and over again...'"Now, A, any investor monies
coming in to CFF Club are all going to Trade LLC, Right!?'. And Al would always answer with a resounding 'Yes'.
Little did | know that over time Al was lying to all of us and that investor monies were going hither and yon at the
slightest beckoning of every scam artist in the nation who said they had the next best deal for the Club.

After investing the $5,000 | invested more...$1,500 and then $18,000 and $10,000 another $10,000...| can't
remember all of this right now but it was then and then only that | took the next most damaging step... | started
sharing what | thought was an opportunity for those in financial trouble and many up in years like myself, to help
assure their finances in their old age.

| set up a $6,000. IRA for both myself and my significant other, Alan Pomper, whom | lost tragically two weeks ago,
who too was looking at an impoverished old age. | remember feeling even more of a comfort zone when Al
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informed as that an IRA company was working open to the CFF Club investments as why, | asked myself, would an
established IRA company even engage with a company that was fraudulent. Another confusing sign along this
fatal path | followed naively. You could ask why | would set up IRAs and one in my Alan's name with my funds if |
had an ounce of malice or DOUBT in my heart as to the credibility of CFF Club.

Yet in my sharing of CFF Club | would always say to everyone...'please, check this out yourselves...don't take my
word for anything...| can only recount my experiences so far. Please, listen to the calls with Al especially when the
head of Trade LLC is on the call...make up your own minds!' Once they decided to invest, | worked diligently to
support them through the process of investing..hundreds if hours instructing, informing, etc...| never hard sold
anyone. | wouldn't dare not knowing what their financial situation was and how much they could live on without
the funds they put into the Club.

The few people | shared this with directly told me that they wanted to introduce the opportunity as well. | told
them we would split 50/50 any commissions that result from investors. | think there 4 or 5 people like that that |
called my so-called Sub ECMs. | also took responsibility for the guiding and training their investors through the
process, the Sub ECMs did nothing to support the process , | took helped their introduction in any way | could,
getting questions answered by AJ, etc...which led to communicating with Al almost daily on all of this, hundreds
of hours of work and time, etc...

After all of this | received in all around $11,000 in commissions, approximately $3,500. of which went directly to
Sub ECMs...so in total | made $3,000 back on my approximately $62,000 investment which included the $5,000 |
gave to my Alan to set up an [RA for him and $2,500 that | gave to a friend David Peskin. David was a few years
older than Alan and | but whom | was concerned for as he had only a little to live on in his older years, even
though our picture of the future wasn't rosy yet either. | encouraged his ex-wife to invest $2,500 and | would
invest $2,500 in order to meet the minimum to get him in as an investor.

| ask the court and Stenger and Stenger..."Would | have put up all that money of my only inheritance, my only
asset on the world, around $62,000 which is and was half of what | am worth in total..as | own no home at 64
years of age, have no assets other than what remains of inheritance from my grandfather, have no Social Security.
Would | have set up my significant other, Alan, in an IRA with my money...and even a friend, David Peskin, with
my funds liquidated from those precious dividends from my grandfather, if | had an inkling of doubt or worse,
blind greed in my heart.

(By the way, the amount reflected on the Victim List states $37,611.68. By all my calculations my loss after all
commission received from CFF Club not even deducting what | sent to the Sub ECMs should have been more like
$44, 270.33. With the distributions of commissions to my Sub ECMs it would have be closer to $47,859.73.)

| also never removed any of my funds other than a request for $500, as | mentioned above, in order to establish
for myself that the system of withdrawal worked before sharing CFF with anyone other than Ron who was
already aware of the Club through his visits to Trade LLC and who was helping me analyze CFF Club and Trade LLC.

| happen to know that there were ECMs who withdrew significant amounts of their investment with the so-called
gains added...and even withdrew even more than their original investment and who made huge commissions
based on this Ponzi scheme. What did they know that | didn't, | ask the Court? | was in it for the long haul, trusting
that | finally had found something positive for my life and my ability to help others. | also would never have felt
comfortable removing my funds when others who learned of the Club through me were investing their funds. In
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fact | kept putting more and more of my own monies from my liquidated dividend shares into the Club. | wasn't
hedging my bets on the backs of the people who trusted me.

Then there is the chapter with Mindy Beransky and her sideline Club, the name of which escapes me right now,
which AJ put his stamp of approval on. Mindy he said would be accepting investment funds in her Club and that all
the monies would be invested in Trade LLC only...same promise as A] made to us. ’

As some the sub ECMs were calling with people on the phone wishing to invest in the Club at a point in time
when Al said he would no longer be accepting any more funds into the CFF Club, lintroduced these people to
Mindy but only after | tried investigating her and her background . She lied to me profoundly about her
background which | learned only later.. but much worse than Al lied about his background. Als injustice to all of
the investors, his family and himself in the end was in lying about where the investor monies were going..where
they were being invested. As we now know perhaps a third of our precious funds were going to Trade LLC

| put in $1,000 of my money first in Mindy Beransky's Club before | let anyone put any money in. | felt compelled
to check it out by whatever means that [ could.

After news broke that the CFF Club was not doing what they said they were, that there was a mountain of fraud, |
contacted Mindy Beransky immediately and demanded that she return every penny sent to her by the few people
who had come into her Club under my guidance. She told me to have the individuals contact her personally so |
reached out to all that came in through me. | hammered away at Mindy until all monies were returned save,
sadly, to one person who | was trying to reach diligently but who was travelling at that time. | believe that the only
monies that Mindy Beransky returned to investors who forwarded money to her were those funds that were sent
in by the people that | introduced because | hounded her to death.

After all hell broke loose | was on the phone constantly with all the people that were in my group, most of which |
didn't know as they came from the Sub-ECMs that | was working with, | was on the phone day and night with
them, trying to assure them that we should be getting funds back...to please be patient...etc...This was all | could
do at the time. | tried communicating with Al as much as he would take my calls but then things went silent with
Al. | finally even reached out to Keith Freeman whose name became associated with trying to stop the
hemarrhaging of monies through his organization's efforts, or so | was told by him.

I don't fully understand the charges against Keith Freeman and the Jedburgh Group. It seemed to me that they
were the only agent of protection for the investors at the time. Al's lawyer Scholley, again a lawyer of note in
Florida...accolades to his name and practice...go figure...was not looking our way, the investors and it does trouble
me profoundly that he did not see this coming, that he did not see the fraud that AJ was committing by investing
our monies in all kinds of fraudulent deals that we the investors had no knowledge of as we were repeatedly
being told that monies were only going into Trade LLC.

Keith Freeman, whatever his charges, kept me from going crazy. He would give me little bit of support and
understanding of what was taking place that helped me keep my head up andmy eyes straight and hopeful that at
least the majority of peoples’ investments would be returned to them.

| suffered an enormous amount in this ordeal not only financially but emotionally and psychologically. It was an
experience from hell but now this loss of my partner is even worse and my finances put me at risk of eviction, as
he was the main earner and paid the rent while | handled other expenses. And when | look back at the amount of
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time that went in to this insane Ponzi scheme, time that | could have spent with my Alan since his life was to end
so soon and so abruptly, | feel so sick.

[ urge the Court and Stenger and Stenger to consider not being so eager to label ECMs all the same. | think this is
why | am pouring out my soul at this time when my soul is hurting so with loss of my Alan; for even if | was to be
reimbursed the little that is coming back from what the Receiver has been able to secure, the pain of not being
understood after all of this suffering from the Club and being put in the same category as an ECM who pumped as
much money out of the Club's fraudulent system as possible is profoundly unjust and not what | think of as
American justice.

I know it is easier for the Receiver and the Court to a have a one formula fits all for the reimbursement of what
little funds there are. | know that it is more complicated to look at the different ECMs and consider the differences
in motivation and action; but is the law of our land a dead mechanical thing or is it alive with the hearts and minds
of those who conduct it in the Courts and in Receiverships that are meant to listen to and protect us as individuals
in a just America.

| was a victim along with all the other victims and perhaps there were other ECMs like myself. | don't know
because ! didn't know other ECMs and how they were conducting themselves. So, please, | urge the Court to
consider them as individuals in your review process as well.

Respectfully,

_ Sher Komisar
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