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ROBB EVANS and ROBB EVANS & ASSOCIATES LLC.

Receiver of
Homeland Financial Services, Inc., et al.

FINAL REPORT OF RECEIVER’S ACTIVITIES & ACCOUNTING

AS OF MARCH 10, 2009

Summary of Activities

This is the final report and accounting to the Court. The Receiver' has
completed its duties required by the orders issued by this Court. The purpose
of this report is to provide a summary of the final issues and requirements
addressed by the receivership estatc to resolve and collect any remaining assets
and prepare the estate to close. This report also presents a final accounting,
and requests payment of the Receiver’s unpaid fees and out-of—pocket
expenses, the discharge of the Receiver, and the exoneration of the bond.

Previous Activities and Reports

On August 9, 2006 and August 11, 2006, the Court issued two Temporary
Restraining Orders in this action in which Robb Evans and Robb Evans &
Associates LLC were appointed Temporary Receiver of Homeland Financial
Service, LLC (Homeland), National Support Service, LLC (National), United
Debt Recovery, LI.C (United), Freedom Financial LLC (Freedom), USA Debt
Co., ILL.C (DebtCo), Financial Liberty Services, LLC (FLS) and Robina Capital,
Inc. (Robina). The orders also appointed the Receiver as Monitor over the
cntity Nationwide Support Service, Inc. (Nadonwide).

Stipulations were entered between the FIC and certain dcfendants that
resolved the proceedings with Nationwide, DebtCo, Freedom, Robina, and for
winding up the Monitor proceedings with respect to Nadonwide. The Coutrt
also entered the Stipulated Final Order as to Defendants Homeland, National,
and United. The orders provided for the continuation of the receivership until
all assets and claims have been liquidated by the Receiver and the Receiver files
its final report.

! Reference to the Receiver in this report means the Receiver, the Receiver’s Officers and staff, and its counscl.
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In November 2007, the Receiver filed its Claims/Distribution Procedures
Motion which was granted by the Court by minute order issued December 17,
2007. Pursuant to that motion, the Receiver was authorized to implement 2
claims filing and allowance procedute for thc non-consumer creditors with pre-
receivership claims against the estate. The non-consumer creditors were
advised in writing of the amount of their claim that the Receiver would allow
based on the books and records of the estate, and they were given an
opportunity to contest the proposed claim amount and demonstrate to the
Recciver’s satisfaction that the claim amount should be modified. The Receiver
has resolved the allowed amount of all non-consumer claims against the estate.

Pursuant to the order granting the Claims/Distribution Procedures Motion, the
Court has also authorized that the assets of the receivership available for
distribution be disttibuted pro rata among all consumer and non-consumet
creditors of the estate and that the Federal Trade Commission be responsible
for making any distributions to the tens of thousands of consumer creditors
with claims in this case. Pursuant to the entered orders, the Receiver was also
authotized to turn over to the Federal Trade Commission the pro rata amount
of receivership assets available for distribution to the consumer creditors, and
to retain and distribute the pro rata portion of the receivership assets that will
be distributed on account of allowed non-consumecr claims. The Receiver has
already turned over the sum of $661,051.41 to the Federal Trade Commission
pursuant to this procedure.

‘The precise dollar amount of funds to be distributed by the Receiver on
account of allowed non-consumer claims was unknown at the time of the
Claims/Distribution Procedures Motion in that the Receiver was still in the
process of liquidating the estate’s remaining asset, namely the claims of FLS
against Nadonwide under a pre-receivership contract dispute. That claim has
now been resolved as set forth below.

Most of the funds in the receivership available for disttibution to creditors
consist of proceeds of a settlement obtained by the Receiver on behalf of F1.§
through resolution of its disputc with Nationwide. Prior to the receivership,
Natonwide and FLS entered into a Purchase Agreement dated October 17,
2005 pursuant to which Nationwide purchased all of FLS’s assets for the sum
of $1,560,000. ‘I'he Purchasc Agrcement provided for periodic payments of the
purchase price over time, with interest and additional payments. FLS’s rights
under the Purchase Agreement are an asset of the receivership estate and
enforceable by the Receiver.
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Disputes arose between Nationwide and FLS under the Purchase Agreement
and FLS’s right to the balance of the purchase price based on an indemnity
provision in the Purchase Agreement. Nationwide asserted it had claims and
offsets against the remainder of the purchase price, citing the claims asserted by
the Federal Trade Commission against National and FLS allegedly arising in
part out of National’s past servicing of its clients for which FLS agreed to
indemnify Nationwide under the Purchase Agreement. In addition, the
Receiver was holding post—teceivership payments for Nationwide totaling
$170,462.50 which Nationwide claimed the Receiver should turn over to it. On
October 31, 2008, the Receiver filed a moton for approval of the Receiver’s
Settlement Agreement with Natonwide resolving the claims against
Nationwide under the pre-receivership Purchase Agreement. Under the
settlement, which was approved by the Court, the Receiver was allowed to
retain the $170,462.50 being held and Nadonwide paid the Receiver the
additional sum of $277,000.00 in full satisfaction of all remaining amounts due
FLS under the Purchase Agreement.

The Receiver estimates it will incur asset preservation expenses and Receiver’s
fces and costs from January 1, 2009 through the closing of the estate of
$21,136.00 including fees and costs to make the distribution payments to non-
consumer creditors, administer any uncashed checks and turn over the
remaining estate funds to the Federal Trade Commission, close the estate’s
bank accounts, prepare any final tax returns and tax-related documents for the
remaining receivership entities, and dispose of the records of the Homeland
Fntities, whether by turnover to the Federal Trade Commission or destruction.
In addition, the Receiver estimates it will incur attorneys’ fees and costs from
January 1, 2009 through closing of the estate of $13,000.00, including fees and
costs for preparation of this final wind up motion, appearing at the heating on
the motion and advising the Receiver regarding the activities and issues that
may arise in connection with the Receiver’s wind up of the estate.

Allowed consumer claims against the receivership estate have previously been
determined to be $36,416,979.72 based on the records of the receivership
entitics. Based on the results of the claims process, the Receiver has
determined there are $404,390.63 in allowed non-consumecr claims against the
estate, representing 1.10% of the total consumer and non-consumer claims
against the estate. As set forth in the Receiver’s [Final Report, Iixhibit 1, the
funds on hand in the rcccivership estate available for distribution were
estimated to be $668,392.02, after deducting actual receivership expenses,
Receiver’s fees and costs and attorneys’ fees and costs incurred by the Recciver
through December 31, 2008 and estimated receivership expenses, Receiver’s
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fees and costs, and attorneys’ fees and costs through the conclusion of the
receivership and wind up of the estate. Of that sum, 1.10%, or $7,340.61, is
required to be retained by the Receiver to make the pro rata distribution to
holder of allowed non-consumer claims pursuant to the Court’s order granting
the Receiver’s Claims/Distribution Procedures Motion. Pursuant to the order
granting the Claims/Distribution Procedures Motion and the Final Homeland
Judgment, the Receiver has already turned over to the Federal Trade
Commission the pro rata amount of receivership funds to be distributed to
consumer creditors in the amount of $661,051.41.

In connection with the final distribution to non-consumer creditors, the
Receiver also secks authorization from the Court to impose a 60-day “stale
date” for distribution checks issued to the non-consumer creditors. Given the
limited amount involved and the need to limit administrative expenses incurred
in making the distribution and winding up the estate, the Receiver seeks
authority to turn over any funds remaining in the estate to the Federal Trade
Commission, including funds remaining from distribution checks issued to
non-consumer creditors that are not cashed once the checks have become
stale-dated.

Respectfully submitted,
/s/

Robb Evans & Robb Evans & Associates LL.C
Receiver
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