Case 3:10-bk-02805-PMG Doc 216 Filed 08/11/10 Page 1 of 20

UNITED STATES BANKRUPTCY COURT
MIDDLE DISTRICT OF FLORIDA
JACKSONVILLE DIVISION

Inre:
LYDIA CLADEK, INC., Case No. 3:10-bk-02805-PMG
(Consolidated by Prior Court Order with Case

Debtor. No. 10-bk-02800-PMG)
/

CHAPTER 11 TRUSTEE'S RESPONSE TO THE OBJECTIONS OF THE OFFICIAL

COMMITTEE OF UNSECURED CREDITORS OF LYDIA CLADEK, INC. TO THE

MOTIONS OF THE CHAPTER 11 TRUSTEE TO SELL SUBSTANTIALLY ALL OF
THE DEBTOR'S PERFORMING AND NON-PERFORMING ASSETS

Michael Phelan, as the Chapter 11 Trustee of the consolidated Chapter 11 cases of Lydia

Cladek, Inc. (the "Chapter 11 Trustee"), files this response to the Objections of the Official

Committee of Unsecured Creditors (the "Committee") of Lydia Cladek, Inc. (the "Debtor" or
"LCI") to the Chapter 11 Trustee's Motions to Sell Substantially all of the Debtor's Performing
and Non-Performing Assets, and in support thereof states as follows:

1. On April 2, 2010, several petitioning creditors filed an involuntary Chapter 11
petition against Lydia Cladek, Inc., case styled as In re Lydia Cladek, Inc., Case No. 10-bk-
02800-PMG, in the United States Bankruptcy Court, Middle District of Florida, Jacksonville

Division (the "Involuntary Case").

2. Subsequently, on April 5, 2010, Lydia Cladek, Inc. ("LCI" or the "Debtor") filed
the instant voluntary Chapter 11 petition, case styled as In re Lydia Cladek, Inc., Case No. 10-bk-
02805-PMG, in the United States Bankruptcy Court, Middle District of Florida, Jacksonville

Division (the "Voluntary Case").
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3. On April 7, 2010, several creditors filed an Emergency Motion to Consolidate the
Involuntary and Voluntary Chapter 11 cases of Lydia Cladek, Inc. [Docket No. 13], and an
Emergency Motion to Appoint a Chapter 11 Trustee [Docket No. 11].

4, On April 12, 2010, the Court entered its Order Granting Motion to Consolidate,
consolidating the Voluntary and Involuntary Chapter 11 cases of the Debtor, and providing that
the Voluntary Case, Case No. 10-02805, shall be the lead case [Docket No. 32].

5. On April 12, 2010, the Court entered its Order Granting Motion to Appoint
Chapter 11 Trustee. [Docket No. 31], and on April 13, 2010, the United States Trustee filed its
Appointment of Chapter 11 Trustee and Setting Bond, and its Application for Approval to
Appoint Michael Phelan as Chapter 11 Trustee [Docket Nos. 44 and 46].

6. On June 1, 2010, the Court entered a Notice of Appointment of an Unsecured
Creditors' Committee of Lydia Cladek, Inc. [Docket No. 111].

7. On July 2, 2010, the Chapter 11 Trustee filed a Motion to Approve the Sale of
Substantially All of the Debtor's Performing Assets, consisting of those automobile loans less

than 180 days past due (the "Sale of the Performing Assets") [Docket No. 152], and on July 6,

2010, the Chapter 11 Trustee filed a Motion to Approve the Sale of Substantially All of the

Debtor's Non-Performing Assets, consisting of those automobile loans greater than 180 days past

due (the "Sale of the Non-Performing Assets") [Docket No. 158] (the Sale of the Performing
Assets and the Sale of the Non-Performing Assets shall be referred to herein as the "Sale").

8. On July 27, 2010, the Court entered its Orders (a) Authorizing the Chapter 11
Trustee to Conduct an Auction, (b) Approving the Bidding Procedures for the Auction, including

Payment of Break-Up Fee, (c¢) Scheduling Dates for the Auction, Sale Hearing, and Objection
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Deadline and (d) Approving the Form and Manner of Notices for both the Performing Assets and
Non-Performing Assets [Docket Nos. 192 and 193].
9. On August 9, 2010, the Committee filed Objections to the Sale of the Performing

Assets (the "Objection to Sale of the Performing Assets") [Docket No. 214] and the Non-

Performing Assets (the "Objection to the Sale of the Non-Performing Assets", and collectively

referred to herein as the "Objections") [Docket No. 215].

10.  The Committee's Objections are based upon the assertion that (i) a reorganization
of the Debtor's business is in the best interest of the creditors of the estate, and (i1) if the Court
were to approve the Sale, the Committee would be prevented from exercising its right to submit a
plan of reorganization and thus would be deprived of its due process rights under the Bankruptcy
Code.

11.  In response, the Chapter 11 Trustee believes that (i) the Sale is supported by a
sound business reason and is in the best interest of the estate, (ii) the Committee's proposed
reorganization is not feasible and is not in the best interest of the creditors of the estate, and (iii)
approval of the Sale does not foreclose the Committee's opportunity to reorganize the Debtor's
affairs.

1. The Sale is Supported by a Sound Business Reason and is in the Best
Interest of the Creditors of the Estate

12.  The applicable standard to determine whether the Sale should be approved is
whether the Sale is supported by a sound business reason, i.e., the business judgment standard.
See Committee of Equity Security Holders v. Lionel Corp. (In re Lionel Corp.), 722 F.2d 1063,
1071 (2d Cir. 1983); see also In re Chateaugay Corp., 973 F.2d 141, 143 (2d Cir. 1993); In re

Gulf State Steel, Inc. of Alabama, 285 B.R. 497, 514 (Bankr. N.D. Ala. 2002).
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13.  Under the business judgment standard, in reviewing whether a proposed sale
should be approved, courts should give substantial deference to the business judgment of the
debtor-in-possession or chapter 11 trustee. See e.g., Esposito v. Title Inc. Co. of Pa. (In re
Fernwood Mkts), 73 B.R. 616, 621 n.2 (Bankr. E.D. Pa. 1987).

14.  The Chapter 11 Trustee submits, based on the exercise of his business judgment,
that the terms of the Sale are fair, reasonable, and in the best interests of this estate. Further, the
Sale will return a greater benefit to the Debtor's estate and its creditors than any of the
alternatives, including (i) a sale at a later date, (i1) servicing the automobile loan portfolios until
confirmation of a plan, (iii) a piecemeal liquidation of the automobile loans, or (iv) the continued
operation and reorganization of the Debtor as a going concern.

15.  Approval of the Sale provides the Chapter 11 Trustee the ability to maximize the
value of the assets of the estate through a fair and open auction process and minimize the Debtor's
need to incur further administrative expenses. Accordingly, the Chapter 11 Trustee believes that
the Sale is the best way, at this time, to maximize the value of the assets of the estate for the
benefit of all creditors in this chapter 11 case.

16.  The Chapter 11 Trustee has analyzed and discussed with several creditors,
investors, and third parties the possibility of the continued operation and reorganization of the
Debtor as a going concern. After a thorough investigation, the Chapter 11 Trustee determined
that it would not be economically feasible for or beneficial to the estate to continue the Debtor's
operations as a going concern.

17.  Based on the foregoing, the Chapter 11 Trustee submits that the Sale is in the best

interest of the Debtor, its estate, and its creditors, and is based upon sound, reasoned and
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informed business judgment warranting this Court's approval. See In re Lionel Corp., 722 F.2d at
1071; In re Gulf State, 285 B.R. at 514.

II1. The Committee's Proposed Reorganization is Not in the Best Interest
of the Estate

18.  Before addressing the merits of the Committee's proposed reorganization, the
Chapter 11 Trustee notes that the Committee in its Objection to the Performing Assets stated that
the Chapter 11 Trustee has not produced all of the information requested by the Committee. This
statement is wholly disingenuous. The Chapter 11 Trustee has worked diligently to
accommodate and provide the Committee any and all documents and information the Committee
has requested. Moreover, the Chapter 11 Trustee has provided the Committee access to all of the
Debtor's records and computers, participated on numerous conference calls with the Committee,
prepared an analysis of certain issues related to the Committee's projections, and has responded to
every request by the Committee to the best that the Chapter 11 Trustee and his counsel are able.

19.  With respect to the Objections, the Committee argues that a reorganization of the
Debtor's affairs through the administration and growth of the loan portfolio is in the best interest
of the creditors of the estate. The Committee's belief in this regard is based upon certain financial
projections attached to the Committee's Objections.

20.  The Committee's proposed reorganization, and the projections upon which it is
based, are flawed in several respects and not feasible, and the monetary return to creditors under
the Committee's projections is significantly overstated.

A. The Committee's Proposed Reorganization is Not Feasible

21.  The Committee's projections are purportedly based upon an economic model used

in the sub-prime automobile finance industry.
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22.  These projections fail to recognize that, inter alia, the sub-prime automobile
finance industry is competitive, has inherent risk, and is subject to legislative changes that could
negatively impact the industry. Additionally, the Committee has not determined, with any
reasonable degree of accuracy or reliability, the true cost to the estate for a reorganization of this
nature, and therefore reliance on the Committee's projections as a viable alternative to the Sale is
misguided. Quite simply, there is no certainty that the Committee's proposed reorganization is
feasible.

23.  Presently, the creditors of the estate have virtually no reassurance that these
projections will, in fact, be reached. Given the absence of any reasonable reassurance that the
Debtor is capable of reorganizing in the way the Committee projects, denying the Sale on the
basis of the mere hope or the opportunity to reorganize, irrespective of the projected monetary
return to creditors under such reorganization, is not in the best interest of the creditors of this
estate.

24, Furthermore, Thomas Imler, the individual with whom the Committee is working
in developing its proposed plan of reorganization, is the relative of Lydia Cladek, the individual
who perpetrated a massive fraud on creditors. Accordingly, Mr. Imler is an insider under 11
U.S.C. § 10131)(B)(V).

25. On June 11, 2010, Lydia Cladek sent an email to members of the Committee,
advocating a reorganization of the Debtor's affairs which included financial projections. Column
three of Ms. Cladek's projections are substantially similar to the financial projections the
Committee attaches to its Objections. A copy of Ms. Cladek's June 11, 2010 e-mail to

Committee members is attached hereto and incorporated herein as Exhibit A.
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26.  Accordingly, any proposed plan with which Lydia Cladek has any involvement,
no matter how attenuated, is inherently in bad faith under 11 U.S.C. § 1129(a)(3) and is therefore
not confirmable.

B. The Committee's Projections, and the Forecasted Monetary
Return There Under, are Significantly Flawed and Overstated

27.  The Committee's projections significantly overstate the amount of return to
creditors under the Debtor's proposed reorganization, and are materially flawed in several
respects, including, inter alia, (1) the projections utilize net operating losses of the Debtor which
will be eliminated and unavailable upon a discharge and confirmation of a plan, (ii) the
projections are inherently skewed by double-counting certain income, which results in material
misrepresentations and embellishments regarding the amount of revenue generated, (iii) the
projected amount of administrative costs during the pendency of the Chapter 11 case are
significantly undervalued, and (iv) the Committee substantially underestimates the detriment to
the estate if the Sale is not approved.

28.  Perhaps the most significant flaw in the Committee's projections is that the
projections utilize the net operating losses ("NOLs") of the Debtor to offset and reduce the tax
liability on future income of the reorganized Debtor. However, by operation of 26 U.S.C. § 108,

the NOLs will not be available to any reorganized entity."

' Section 108(a) of the Internal Revenue Code of 1986, as amended, provides that

(a)(1) Gross income does not include any amount which (but for this subsection) would be includible in gross
income by reason of the discharge (in whole or in part) of indebtedness of the taxpayer if--
(A) the discharge occurs in a title 11 case,
(B) the discharge occurs when the taxpayer is insolvent,
(C) the indebtedness discharged is qualified farm indebtedness,
(D) in the case of a taxpayer other than a C corporation, the indebtedness discharged is qualified real
property business indebtedness; or
(E) the indebtedness discharged is qualified principal residence indebtedness which is discharged before
January 1, 2013.

(2) Coordination of exclusions.--
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29.  As a general matter, a taxpayer has taxable income equal to a discharge of
indebtedness. See 26 U.S.C. § 61(a)(12). However, section 108 of the IRC contains various
exceptions to income recognition from the discharge of indebtedness, including, but not limited
to, a discharge which occurs in a case under Title 11. See 26 U.S.C. §§ 108(a)(1)(A) and
108(d)(2). However, the income exclusion carries with it the burden that the amount excluded
from gross income under section 108(a)(1)(A) shall reduce certain tax attributes of the taxpayer,
and under section 108(b)(1), the NOLs of the taxpayer are required to be reduced first on a dollar-
for-dollar basis to the extent of the discharge of indebtedness. See 26 U.S.C. § 108(b)(1)-(3); see
also Lewis v. C.I.R., 928 F.2d 404 (6th Cir. 1991) (stating that "when a discharge occurs in a
bankruptcy case, the amount of the discharge need not be included in gross income. 26 U.S.C. §
108(a)(1)(B). In exchange for this tax benefit, 26 U.S.C. § 108(b) requires the reduction of some
of the taxpayer's other tax attributes to the extent of the amount excluded from gross income.
These tax attributes are net operating losses in the year of discharge, research and general

business credits, capital loss carryovers, the basis of the taxpayer's property, and foreign tax

(A) Title 11 exclusion takes precedence.-- Subparagraphs (B), (C), (D) and (E) of paragraph (1) shall not
apply to a discharge which occurs in a title 11 case.

(B) Insolvency exclusion takes precedence over qualified farm exclusion.-- Subparagraph (C) and (D) of
paragraph (1) shall not apply to a discharge to the extent the taxpayer is insolvent.

(C) Principal residence exclusion takes precedence over insolvency exclusion unless elected otherwise.—
Paragraph (1)(B) shall not apply to a discharge to which paragraph (1)(E) applies unless the taxpayer elects
to apply paragraph (1)(B) in lieu of paragraph (1)(E).

(3) Insolvency exclusion limited to amount of insolvency.-- In the case of a discharge to which paragraph (1)(B)
applies, the amount excluded under paragraph (1)(B) shall not exceed the amount by which the taxpayer is insolvent.

(b) Reduction of tax attributes.--

(1) In general.-- The amount excluded from gross income under subparagraph (A), (B), or (C) of subsection (a)(1)
shall be applied to reduce the tax attributes of the taxpayer as provided in paragraph (2).

(2) Tax attributes affected; order of reduction.-- Except as provided in paragraph (5), the reduction referred to in
paragraph (1) shall be made in the following tax attributes in the following order:

(A) NOL.-- Any net operating loss for the taxable year of the discharge, and any net operating loss carryover to such
taxable year.
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credits carryovers"); Firsdon v. U.S., 1994 WL 773397 (N.D. Ohio 1994) (stating that section
108(b) provides that the amount excluded from income under § 108(a)(1) must be applied to
reduce certain tax attributes of the taxpayer, including net operating losses).

30.  The ability of the post-reorganization company to utilize the NOLs of the Debtor
is reduced on a dollar-for-dollar basis to the extent that the Debtor receives a discharge of
indebtedness under 11 U.S.C. § 1141. According to the Debtor's schedules, there is
$105,635,472.67 of unsecured claims, and therefore upon confirmation of a plan and discharge of
indebtedness, the availability of the alleged $65 million of NOLs of the Debtor will be
eliminated, given that the return to creditors under any plan of reorganization is expected to be a
small-fraction of the amount of claims even under the Committee's projections.

31. The inability to utilize the NOLs of the Debtor has a significant impact on the
Committee's projections, as the projections do not account for any annual income tax of the
company's revenue or pass-through tax obligations. Failing to account for taxation could mean
the Committee's projections are potentially overstated by 35% (the current maximum individual
tax rate) or more if tax rates change just for failing to account for the tax liabilities.

32.  The income tax ramifications on the Committee's projections may also manifest
by potentially obligating creditors of the estate to pay income tax in years that there is no
distribution, a result some creditors are certain to find objectionable.

33.  In summary, the Committee's projections fail to take into consideration significant
tax issues, many of which will have a significant impact and reduction upon the overall amount
of return to creditors.

34.  Additionally, setting aside the gaping hole in the Committee's projections

regarding the failure to factor income tax, the Committee's projections, in two different places,
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include income which is included and used elsewhere. In other words, the Committee's
projections account for the same income twice, which consequently falsely inflates the amount of
revenue generated under the projections.

35.  Further, the Committee's projections assume a $50,000 cost per month for the
administrative expenses of this Chapter 11 case going forward. The administrative costs to date
have been approximately $150,000 per month, without the administrative expense of counsel for
the Committee and related professionals.

36.  Finally, not only are the Committee's projections flawed with respect to their
proposed reorganization, the Committee's unsupported opinion regarding the detriment to the
estate if the Sale is not timely approved is mistaken as well. The Committee argues that there is
no real detriment to the estate if the Sale is not approved because the Chapter 11 Trustee is able to
continue to collect the Debtor's receivables, the aggregate amount of which would allegedly be
close to the amount of the Sale. However, the Committee fails to factor the present value of
money in its analysis, which upon proper consideration, reveals that the Sale will yield
approximately twice the amount collected by the continued administration and collection of the
receivables.

I11. Approval of the Sale Does Not Foreclose the Committee's
Opportunity to Reorganize

37.  The primary concern of the Chapter 11 Trustee and the Committee are one and
the same: maximizing the value of the estate.

38.  The Committee argues that approval of the Sale will deprive the Committee of its
rights to pursue a plan of reorganization. This is simply not true.

39.  Upon approval of the Sale, the net proceeds can be used to fund a plan of

reorganization which provides creditors the option of participating in the Committee's proposed
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reorganization, or alternatively, the opportunity to elect immediate payment from the proceeds of
the Sale. The Chapter 11 Trustee believes that a plan of this nature may provide a more equitable
result for creditors which have not yet had an opportunity to vote on the proposed course of
action of this case. The Chapter 11 Trustee has already proposed this plan concept to the
Committee.

40.  If the Sale is not approved, the current stalking horse bidder of the Performing
Assets has indicated an intent not to purchase the Performing Assets, and as of the time of this
Response, the next closest bid is believed to be approximately $350,000 lower than the Sale
amount, and there is no certainly that the lower bid will go forward.

41.  As a consequence, the Chapter 11 Trustee believes that the failure to approve the
Sale at this time may result in a significant detriment to the estate, for the Sale may not ultimately
be consummated.

42.  In summary, the Chapter 11 Trustee believes that the Sale is clearly in the best
interest of the estate.

WHEREFORE, the Chapter 11 Trustee respectfully requests entry of an order granting
the Sale and overruling the Objections of the Committee, and granting such other and further

relief that is just and proper.
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Dated: August 11, 2010.
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AKERMAN SENTERFITT

By: /s/Jacob A. Brown

Jacob A. Brown

Florida Bar Number: 0170038
Email: jacob.brown@akerman.com
Steven R. Wirth

Florida Bar Number: 170380
Email: steven.wirth@akerman.com
Mark S. Mitchell

Florida Bar Number: 018039
Email: mark.mitchell@akerman.com
50 North Laura St., Suite 2500
Jacksonville, FL. 32202

Telephone: (904) 798-3700
Facsimile: (940) 798-3730

Attorneys for the Chapter 11 Trustee
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that a true and correct copy of the foregoing was furnished either
by electronic notification or U.S. mail, this 11th day of August, 2010 to all parties on the
attached Amended Official Service list.

/s/ Jacob A. Brown
Attorney
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Lydia Cladek, Inc.
Case No.: 3:10-bk-2805-PMG

AMENDED OFFICIAL SERVICE LIST

Michael Phelan

Chapter 11 Trustee

6861 S.W. 196th Ave.
Bldg. 200

Ft. Lauderdale, FL 33332

Lawrence Lilly, Esq.
336 Redwing Lane
St. Augustine, FL 32080-7979

Mac D. Heavener, 111, Esq.
Bonnie A. Glober, Esq.

United States Attorney's Office
300 North Hogan Street, Suite 700
Jacksonville, FL 32202

Rudolph J. Danowski
127 Hogsback Road
Oxford, CT 06478

Bennett Yell Agency, Inc.
c/o Bennett Yell

9075 June Lane

St. Augustine, FL 32080

Internal Revenue Service
Centralized Insolvency Operations
PO Box 21126

Philadelphia, PA 19114-0326

U.S. Securities & Exchange
Commission

Reorganization Branch, Atlanta
3475 Lenox Rd., NE, Ste. 1000
Atlanta, GA 30326-3235

Undine C. Pawlowski, Esq.
2225 A1A S., Suite C-8
St. Augustine, FL 32080
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(amended as of August 11, 2010)

Jacob A. Brown, Esq.

Akerman Senterfitt

50 North Laura Street, Suite 2500
Jacksonville, FL 32202

Lydia I. Cladek
189 Sea Colony Parkway
St. Augustine, FL 32080

Jon E. Kane, Esq.
Mateer & Harbert, P.A.
P.O. Box 2854

Orlando, FL 32802-2854

David J. Rees
4219 Bunker Dr.
Quincy, IL 62305

Andrea Levinson &
Michael Egelman

c/o Michael Egelman
127 Bonita Road

St. Augustine, FL 32086

Internal Revenue Service
Special Procedures — Stop 5720
400 W Bay Street Suite 35045
Jacksonville, FL 32202

Charles B. Jimerson, Esq.
2124 Park Street
Jacksonville, FL 32204

Alan M. Weiss, Esq.
50 North Laura Street, Suite 3900
Jacksonville, FL 32202

Lydia Cladek, Inc.
108 Seagrove Main Street
St. Augustine, FL 32080

Elena L. Escamilla, Esq.

United States Trustee

135 W. Central Blvd., Suite 620
Orlando, FL 32801

Gary L. Alligood
115 Sunset Harbor Way #202
St. Augustine, FL 32080

Robert F. Helfferich
21409-60th Street
Bristol, WI 53104-9732

RAD Management Company
c/o Donald R. Radbill

221 N. Forest Dune Dr.

St. Augustine, FL 32080

Florida Department of Revenue
5050 W. Tennessee Street
Tallahassee, FL 32399-0145

John R. Stiefel, Jr., Esq.
One Independent Drive, Suite 2301
Jacksonville, FL 32202

Wm. Patrick Fulford, Esq.
505 Maitland Avenue, Suite 100
Altamonte Springs, FL 32701
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R. Carter Burgess, Esq.
Arnold & New, LLC
6279 Dupont Station Ct.
Jacksonville, FL 32217

Carolyn S. Fortner, Trustee
George W. Fortner Credit Trust
3123 S. Ponte Vedra Blvd.
Ponte Vedra, FL 32082

Sidney Abelski, Esq.

Abelski & Associates, Ltd.

180 N. Michigan Ave., Suite 1800
Chicago, IL 60601

Thomas D. Summerhays
3615 Pearl Ln
Waterloo, IA 50702-5507

A. Girouard
225 North Forest Dune
St. Augustine, FL 32080

Ben Bolling
1921 Fleetwood Drive
Kingsport, TN 37660

Robert L. and H. Joyce MacFie
148 Spartina Avenue
St. Augustine, FL 32080

Glenn A. Lanzer Jr.
1710 Timber Ridge Circle
Corinth, TX 76210

Thomas H. Grimm
Carolyn R. Grimm

5605 Elwood Circle
Flowery Branch, GA 30542
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Tennessee Department of Revenue

c/o Tennessee Attorney General's Office
Bankruptcy Division

P.O. Box 20207

Nashville, TN 37202-0207

Thomas W. Herren
12815 Huntley Manor Dr.
Jacksonville, FL 32224

Peter G. Henry
111 Cardiff Place
Chapel Hill, NC 27516

Alma Obinger
29 Bayberry Court
Deptford, NJ 08096

George O. Kelbert
9134 June Lane
St. Augustine, FL. 32080

Thomas and Marianne Gilligan
546 Race Place
Oakdale, NY 11769

Brigitte and Steven Neiswender
14 King Eider Way
Taylors, SC 29687

Harold W. Thompson
Irene E. Thompson
12 King Eider Way
Taylors, SC 29687

Robert D. Wilcox, Esq.
800 W. Monroe Street
Jacksonville, FL 32202

Marshall B. Hall
3123 S. Ponte Vedra Blvd.
Ponte Vedra, FL 32082-4535

Cynthia Bailey Pyle
1112 Southeast 22nd Avenue
Ocala, FL 34471

Polly Anne Cox

Betty T. Crisco

c/o Robbin C. Vernon
2608 Stratford Drive
Greensboro, NC 27408

Gregory G. Cook, D.P.M.
1543 Lakeland Hills Blvd., Suite B
Lakeland, FL 33805-3246

Yvonne Rodriguez
3424 Serendipity Drive
Raleigh, NC 27616

Barbara L. Volkmann
P.O. Box 23914
San Diego, CA 92193

Kenneth and Marcia Cerotzke
4010 Grand Vista Blvd., Unit 132
St. Augustine, FL 32084

Michael A. Tapio
112 Lex Ct.
Greer, SC 29651

John E. Bonjean and
Joyce A. Bonjean
1182 Melagano St.
Deltona, FL 32725
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Debbie Cisar
4204 Wetzel Avenue
Cleveland, OH 44109

Allen and Wendy Harralson
1571 Doyle Road
Deltona, FL 32725

Don-Fran Page
3316 Parkridge Rd. #137
Waterloo, IA 50701
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Nina M. LaFleur, Esq.
LaFleur Law Firm

Post Office Box 861128
St. Augustine, FL 32086

Kenneth Hollingsworth

c/o Laura Beth Faragasso, Esq.

P.O. Box 14079
Tallahassee, FL 32317-4079

David W. Barrett, Esq.
Fowler White Boggs P.A.

50 N. Laura Street, Suite 2800
Jacksonville, FL 32202

Stuart Wilson-Patton, Esq.
PO Box 20207
Nashville, TN 37202-0207

Michael J. McCabe, Esq.

Eric S. Vaughn, Esq.

1400 Prudential Drive, Suite 5
Jacksonville, FL 32207

Karen K. Specie, Esq.
P.O. Box 358318
Gainesville, FLL 32635-8318
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Erom: Noel Yell [mailto:noelyelli@hotmail.com]

Sent: Monday, June 14, 2010 8:24 PM

To: David Rees; Don Radbill; Gary Alligood; Michael Egelman; Robert Helfferich; Rudolph Danowski
Subject: FW: Draft for discussion purposes only

Hello Members, I would like to share with you that Lydia has contacted me. To give you a
brief on her demeanor at the time of the call I want the members to knew that I have a
pretty good read on people. I think she calied me as a past friend and a member of the
creditors committee, In my opinion she is very frail, distraught and sorry for all that has
happened to the creditors. She was grateful that I would talk with her as she has a
business plan to help the investors. She is very distraught that people have lost their
money. I waited until today to notify you as she said she was sending me further info on
her business plan. As of now, I have not received any additional info from her so I decided
to update you on what I have, keep in mind she is not doing this to get control or to
benefit her self. She is beside herself trying to figure out what can help the investors. As
you can imagine, a lot is on her mind. The attachment shows different plans and the
outcome of each. As you may recognize, this is similar to what several creditors wanted to
do when the trustee was initially appointed. He showed no interest in this. Now that we
have a creditors committee and a legal voice for all creditors, we need to look at ail
possibilities. I have also signed a legal form from Nina Lafluer to enabte her to submit to
the court to act as the creditors attorney. Time is of the essence as the trustee has in mind
to sell the current auto accounts so I would suggest having a teleconference soon which
Gary Alligood can set up. Tuesday is not good for me but 1 suggest making this meeting a
priority. If any of you have any questions, give me a call or e-mail me. Thanks Noel

To: noelyelil@hotmail.com

Subject: Draft for discussion purposes only
Date: Fri, 11 Jun 2C10 14:05:59 -0400
From: lydiacladek@usa.com

Dear Noel and Bennett,

6/15/2010
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Message Page 2 of 2

Thank you again for taking my call. You and Bennett are extraordinary people, and | want with all my heart to see
as much recovered for you and others as possible.

Aftached please find a table showing four options for the accounts, and the potential funds available for investors
with each option.

There are detailed spreadsheets to support the data, which | will send.
This summary page is a draft. The supporting data, and this summary, will be further refined over the weekend.

Since timing is so urgent, | am sending this on to you today so that you can see the potential when funds are
collected or reinvested,

Please please email me or call with thoughts or questions.
There will be further material on Monday,
Sincerely,

Lydia

Hotmail is redefining busy with tools for the New Busy. Get more from your inbox. See how.

6/15/2010
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DRAFT1
Projected Funds Available for LCI Investors*
Option 0 Option 1 Option 2 Option 3
Liquidate Collect Collect current | Collect current
current accounts; accounts and
accounts reinvest reinvest payments
payments in in new notes for a
new notes fora | three year period
two year period
Begin with this | $4.0M $4.0M $4.0M $4.0M
in current active
notes on the
books
Reinvestment of | No No Yes Yes
funds to
purchase
contracts
Term for 24 months 36 months
purchasing
contracts
Approx dates for July 2010 -jun | July 2010 -jun
purchasing 2012 2013
Term for Jiy 2012 - jun jly 2013 - Jun
collecting 2014 2015
contracts
Projected date 18-30 months | 18-24 48 months 60 months
of completion months
from Jly 10
Potential funds | $2.0m; Sale of | $4.0m $14M | $20-23M
for investors at | assets at 50%; '
projected date | (not adjusted Approx $10M | Approx $16M
of completion for fees and collected Jly collected Jly 2013-
expenses) 2012-Jun 2013; | Jun 2014; Approx
Approx $4m $5.5m collected
collected fly Jly 2014 - Jun
2013 ~jun 2015
2014

*The data is compiled from spreadsheets, which project revenue and expenses for
Options 1 through Option 3.




