IN THE CIRCUIT COURT OF THE 15TH
JUDICIAL CIRCUIT IN AND FOR
PALM BEACH COUNTY, FLORIDA

OFFICE OF THE ATTORNEY GENERAL, CASE NO. 502000CA000067XX0OCAB
DEPARTMENT OF LEGAL AFFAIRS,
STATE OF FLORIDA,

Plaintiff,
VS.

PROFESSIONAL RESOURCES SYSTEMS
INTERNATIONAL, INC., a/k/a PRSI, INC.;
WILLIAM CAUDELL a/k/a BILL CAUDELL
and BILLY CAUDELL; LESTER “GIL”
GILLESPIE; SALVATORE ARGENTO;
JOSEPH ROTUNNO, BEN TOBIN

ak/a BEN TABINI, and CITX CORPORATION,
and BERNARD ROEMMELE,

Defendants.
/

REPORT OF THE RECEIVER FOR THE PERIOD
JULY 1, 2006 THROUGH SEPTEMBER 30, 2006

L INTRODUCTION
This is the twenty-fifth report filed by the Receiver and covers the period July 1, 2006 through
September 30, 2006 (the “Reporting Period™). The previous reports should be read in conjunction with

this report to gain a full understanding of the history of this receivership'. The previous reports provide,

' The previous reports cover the periods of: January 5, 2000 through April 30, 2000; May 1, 2000 through July
31, 2000; August 1, 2000 through December 31, 2000; January 1, 2001 through March 31, 2001; April 1, 2001 through
June 30, 2001; July 1,2001 through September 30, 2001; Octaber 1, 2001 through December 31,2001; January 1,2002
through March 31, 2002; April 1, 2002 through June 30, 2002; July I, 2002 through September 30, 2002; October 1,
2002 through December 31, 2002; January 1, 2003 through March 31, 2003; April 1, 2003 through June 30, 2003; July
1,2003 through September 30, 2003; October 1, 2003 through December 31, 2003; January 1,2004 through March 31,
2004; April 1, 2004 through June 30, 2004; July 1, 2004 through September 30, 2004; October 1, 2004 through
December 31, 2004; January 1, 2005 through March 31, 2005; April 1, 2005 through June 30, 2005; July 1, 2005
through September 30, 2005; October 1, 2005 through December 31, 2005; January 1, 2006 through March 31, 2006;
and April 1, 2006 through June 30, 2006 and they are on file with the clerk of the court and are also available in part on
the Receiver’s Web site, at www.prsiinc.com.
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among other things, a background of this case, discussion regarding significant earlier events, and a
summary of Professional Resources Systems International, Inc.’s (“PRSIs™) receipts and disbursements
during earlier reporting periods.
I1. ACTIVITY SINCE JULY 1, 2006:

A. Disposition of Money During the Reporting Period

The Receiver’s bank balance as of September 30, 2006 was $2,112,609.00, including all estate
funds. Attached hereto as Exhibit “A” is the Statement of Cash Inflows and Cash QOutflows for the
Reporting Period.

B.. Receiver’s Communications With PRSI Members and Others

The Receiver continues to maintain a Web site: www.prsiinc.com. The Receiver posts on the
Web site various information such as court orders, notices and press releases which the Receiver
believes to be most informative to PRSI’s customers and other interested persons. At the end of the
reporting period for the third quarter in 20065, there had been approximately 101,750 hits on this Web
site. Since then, the Receiver has changed service providers for his Web site, and the new provider has
restarted the hit count from zero. To date, since the change, there have been approximately 14,200 hits
on this Web site. In addition, the Receiver is committed to responding to each PRSI member’s
questions on a one-to-one basis. Accordingly, the Receiver’s staff continues to review each e-mail

received at prsi@lbfmiami.com and respond to all inquiries.

C. Receiver’s Compliance with Terms of Receivership

During the Reporting Period, the Receiver was involved in the filing of his Motion for Order
Ratifying Payment of Receiver’s Attorneys’ Fees and Expenses, Motion for Order Ratifying Payment

of Certain Outside Professionals’ Fees. Furthermore, pursuant to paragraph 10, of the January 13"
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Order, the Receiver filed his quarterly report covering the period April 1, 2006 through June 30, 2006.
In addition, the Receiver filed a Notice of Waiver of Payment of Receiver’s Fees and Expenses and a
Notice of Waiver of Payment or Receiver’s Forensic Accountants’s Fees and Expenses for the Period
of April 1, 2006 through June 30, 2006.

D, Receiver’s Implementation of Claim Procedure

Paragraph 9(j) of the January 13" Order further provides that the Receiver shall establish a
procedure for creditors of PRSI to file claims, and shall examine the validity and priority of all claims
against PRSI which claims shall be finally determined by the Court.

During previous reporting periods, the Receiver worked diligently with the Florida Attorney
General’s Office to develop and propose a claims procedure to present to the Court for consideratian.
The claims procedure is set forth in detail in the Amended Affidavit of the Receiver attached to the
Florida Attorney General’s Motion to, among other things, Direct Distribution of Funds and to Declare
Invalid or Subordinate Any Compelting Claims Against Such Funds (the “Claims Procedure Motion™).

The Amended Affidavit and Claims Procedure Motion provides that approximately $1,600,000
will be made available for payment of restitution to those aggrieved consumers who made payments
to PRSI for the purchase of their memberships (the “Affected Consumers™), after payment of all allowed
administrative expenses incurred to date including those incidental to the implementation of any claims
process (the “Restitution Funds™). In order to identify all Affected Consumers eligible for a pro rata
distribution of the Restitution Funds, pursuant to the proposed procedure, the Receiver shall: (i) conduct
amail-out to each of the Affected Consumers contained in the existing database enclosing a claim form,
request for an updated address, with a deadline to respond, so that a pro-rata distribution can be made,

upon court order, to those Affected Consumers who complete the forms and timely respond; (ii) post
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a notice and claim form on the website maintained by me to provide information regarding PRS] at

www prsiinc.com; and (iii) place an advertisement in a major nationwide news publication.

Distribution to Affected Consumers will be made to those individuals who timely complete and return
claim forms.
During the previous reporting period, the Court entered an order épproving the Claims
Procedure Motion which authorizes the Receiver to make the proposed distributions described herein.
During the Reporting Period, the Receiver and his professionals have advanced implementation
of the proposed claims procedure and anticipate presenting it to the Court shortly.
III. LEGAL ISSUES

A.  United States of America v. Bernard Roemmele, Salvatore Argento, Lester Gillespie,
Steve Hein and Ben Tobin. Case No. 04-60206-CR-COHN:

During a previous reporting period, a grand jury sitting in Ft. Lauderdale, Florida, returned an
Indictment charging, five (5) defendants—Bernard Roemmele (“Roemmele™), Salvatore Argento
(“Argento™), Lester Gillespie (“Gillespie™), Steve Hein (“Hein™), and Ben Tobin (“Tobin™) with crimes
arising from their participation in promoting the fraudulent activities of CitX Corporation (“CitX™), a
sa-called Internet service provider and alleged computer technology company, and PRSI

The Indictment is the result of a four-year long investigation conducted by the United States
Attorney’s Office for the Southern District of Florida in conjunction with the Federal Bureau of
Investigation, Internal Revenue Service, United States Postal Inspection Service, and the Broward
County Sheriffs Office. The Indictment states that through CitX and PRSI, these defendants engaged
in a complex Intemef fraud and securities fraud scheme whereby they used the Internet to offer the

public a non-existent e-commerce opportunity in exchange for $295 per person. Specifically, the offer
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prornised customers an electr__oni.c' Web si.t_e “store” that allegedly would provide customers with an

: opportun_ity to engage tn e_-cor_mnerce through electronically retai.]ing goods, and _services on a

| ]domo g.raphj.,r-free _‘tInternet mall.” Customers w_ere pronnsed.falsely:ﬂrat they _would earn commi.ssions .

| _ not onty frorn_ their personal sales, but aiso_ ﬁom the sales gener_ated by the indiutduals whom they_

| conVinced to purehase these Web sites. In addition these defendants used the Intenret false. press

_. releases and other commumoatrons media to drssenunate false and fraudulent information to induce

| individuals to purchase stock in CltX In totai over 45,000 people were vrctmuzed throughout the

course of the fraud schemes Wh]Ch involved criminal proceeds of over $15 mllhon

The Inchctrnent charged each of these defendants with one (1) count of consplrlng o vrolate the

Racketeenng Inﬂuenced and Corrupt Organlzatlons (“RICO”) Act, in Vlolatlon of Tltle 18, Unlted

| States Code Sectron 1962(d) one (1) count of conspiring to comnnt mall and wrre fraud in violation |

: _ .of Title 18, Umted States Code Sectlon 317; and one (1) count of conspmng to .comnnt money_ |

.. laundenng, in vro]anon of Title 18 Ulnted States Code, Sectron 1956(h) In add1tron to those charges

'defendant Hern 18 charged WIth one (1) count of obstructron ofj _]IJSUCE m Vlolatlon of Title 18 Uruted E

. States. Code Sectron 1503; and defendant Roenunele is charged with one (1) count of secuntres fraud .

m vmlatlon of Title 15, United States Code Sectrons 78j(b) and 78ff(a) 17C.F. R Part 740 10b-5, and
Title 18, United States Code, Section 2.

i I_ If convicted on the RICO, money launderi_ng,. and securi_ties _ﬁaud_conspira.cy; counts, the

defendants charged with those 'couuts Would facea rnaxinlurn Estatutory term of imprisonment of twenty |

- (20) years per count. If convmted on- the ohstructron of Jusnoe count, defendant Hein would face a

max1mum statutory ternrof nnpnsonrnent of ten (10) years If convrcted on the man] and wire fraud e

conspiracy count, the defendants would face maximum statutory terrn ofimprisonment of five (5} years.
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The maximum ﬁne range that these defendants would face if convmted on the referenced counts is from
| - $250,000 to §5 million. | N |
The_ Indictment repreeerrts one of the larges_t Inte_rne_tfraud casesto be pr_osecuted inthe Southefrn -
. Distrit:t of Ftori_da, and is aresu_lt o_t' ﬂiﬁ_ Departraer_rt of Juetice’s jointlaw enforcement iﬁ_itiat_ive known
.a.s ?soperation Web Snare._” T_lris o_peration repreeent_e a coor‘drnated irlitiative targeting .an _e};parlsive -
arra):f of Cyber Crime schemes victtmizing indivi_duals and mdustry wo:rldw_ide. | : .. |

- Oﬁeratidn Web Slna're_. inc.iude.s more t]dan 1 60 mt(_eetigaﬁoas, in w]ﬁch rn.o.re than .15.:0,[.)0_0
- yictime lost more than $215 millien dollar.s.. Through these investi g.atiorrsarno_re than 350 subjects tarere
: _targeted, reeulting in 150 arrests/convictions,_ 1 17 indictrr_rents, and the execution of m_ore than 170,
A eearchfseizure Warrants | | . | | .
Dunng the previous leportmg penod defendants Salvatore Argento Ben Tobin and Lester “Gll”
' Glllesple plead guilty to count two (2) of the 1nd1ctme11t Wthh charged them each, 1nd1v1dually w1ﬂ1 .'
'consplracy to cormmt mail and wire fraud in v1olatlon of Tltle 18 Umted States Code Sectron 371'
ijted States Drstnct Court J udge J ames I Cohn sentenced each of the defendants toa srxty (60) rnonth_

" prlson sentence, three (3) year term of superwsed 1e1ease and further authonzed them to partlcrpate in

a 500 hour drug treatment program Bach of the Defendauts were ordered by the Dlsmct Court topay = -

'restltutlon in t]le amount of 3 1 3, 570 000. 00 plus $1OO 003 The 1est1tutlon is Jomt and several W}th the

) other co- defendants in these proceedmgs and w1th the clefendants in Docket Nos 02- 80035 CR-

© A full text of the pleas'are available on the Receiver’s website at www.prsiinc.com.
3The restitution will be forwarded by the Clerk of Court to be disbursed by the Receiver.
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' .Middlebrooks" 01 8076 CR- Mlddlebtooks and 01-8135-CR- Mrddlebrooks all pending in the
. Southern District of Florida. o ol

Dunng the Reportmg ?errod the tnal as to the remammg defendants Bernard Roernrncle and
| Steve I—Iem was concluded. Followmg the six-month trial, on August 15, 2006 a federal jury found

defendant Roemmele gu11ty of all charges including RICC) consptracy, mt-ul/wrre fraud consplracy, _ |

o m_oney laundermg consprracy and securrtt_es fraud. The jury further found defendant Hein gullty of

| _ three out of the four charges RICO conspiracy, maul/wrre ﬁ'aud consprracy and money laundermg
'. consplr.acy F ollowrng thc guilty verdrcts a hearmg was held before the Court regarding the forferture
‘allegations of the Indtctment. At the conc]usron of the heanng, the jury returned a special forfciture_.
iVerdrct in the amount of $480 000.00, agamst defendant Roemmele representrng the total amount of
proceeds obtamed through his violation of Count I of the Indlctment | |

| Defendants Roemmele and Hem remam rn federal custody pendmg their serrtencmg hearing
-. presently scheduied for. Decernber 8, 2006. . .

A copy__of t_he Indtctment,_ ptea agreementa; judgarents_, ver_di.cts atrd related irrformation ts

availab]e on the Receiver’s Web site at WWW. Drsiinc com. Related court documents and information

i rnay be found on the Web site of the Umted States District Court for the Southern Dlstnct of Florlda

at www ﬂsd uscourts. a_ or on 1t‘gg //Qacer ﬂsd uscourts go

' The Recetver contmues to ﬁrlly cooperate wrth all pElItlE:S Who have a 1eg1t1mate interest in

these cmmnal proceedmgs mcludmg Iocal state and federal law enforcernent and regulatory

$United States of dmerica v. Michael Gray.
. _ 3 United Srater of America vs. William Caudell.

8 United States of America v. Larry Barrow.
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authoritie.s. F.urthermore, the R_ece_iyer continues to monitor and respond to the developmen_ts :in
.th_e_se_ crimir_lal proceedings 'an.d.shall _coutinue to adyance and .proteo‘t the ReeeiveIShlp Estates’
'.-inte‘rest in this regard | i | . | |
| B. | The State ] Case Agamst the Onamal Defendants

On December g, 2000 w1th the entry of an Order Grantmg Pa.rt1al Summary I ud gment agautst '
| PRSI, thlS Court enterecl apermanent mjunetlon holdlng that PRSI v1olated Chapter 5 01 Part II Flonda
Statutes by engagmg ina pyram1cl or Pou21 scheme in v1olatton of Sectlon 849 091, Flortda Statutes
Dunng a prevrous reportlng penod the Flonda Attomey General obtzuned a Flnal Summary J udgment
astothe remammg defendants A copy of the Order Grantmg Fmal Summary J udgment and the Order |

is avaﬂable on the Reeewer 5 Web 51te at www.ursune.oom.

' C _ The Reoewer s Case Agalnst C1tX aud Roemmel
The Reoelvel holds a duly perfeoted money _]udgment agamst C1tX Corporatton (“CltX”) and
:Berhard Roemmele (“Roemme]e”) Jomtly and severally, in the amount of $7DO 000.
: Durmg the Reportmg Period, the Rece1ve1 has conttnued to advlanc:e hls cause and proteot the
_' _Recelvershlp estate S mterest in the banlcruptcy prooeedmgs in the Umted States Banlmlptcy Court for _ |
.the Eastern Dtstnct of Pennsylvama (the “Bankruptcy Court") styled (a) In r e Cti Cor pomtzon Case
No. 01 19604 ancl (b) In re Be: nar dA Roemmele Case No. 01-32044 In both of these banl(ruptcy
cases, the Receiver prev1ously ﬁled proofs of olatm on behalf of the estate in the ‘amount. of |
' $812 987 34 .representmg the unpard Judgment plus lnterest attorneys fees a.nd costs. |
| The Recewer eontmues to momtor and parholpate n these cases 10 the extent they may. have an |

impact on the Reoetver’s claims.

| "The Florida Attorney General dismissed defendant Rotunno as he is now deceased.
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TV ~  COOPERATION WITH INTERESTED PARTIES
| Durmg the Reportmg Period, the Reeelver through hJs eounse] eontmued to respond to and -
- comply w1th the Trial and Federal Grand Jury Subpoenas by the Umted States Attorney for the Southern
' :DIS‘[IIC‘E of Florida, the Iatest havmg been served upon the Recelver on November 15 '3’005 and the
' Subpoena by the Ofﬁoe of the Fiorlda Attorney General served upon the Recelver on J anuary ]4, 2000
. commandlng the turn over of any and al] documents fmanc:lal summarles and reports prepared durmg
: the course of the RECE‘.IVCISth of PRSI regardmg PRSI CltX and the mleldual defendants Both of
these subpoenas are eontmumg m na‘rure

In addltlon the Recerver eontmues to fully cooperate w1th all par.tles.who have a Iegitlmate
..in.terest in .thls_matter, _mcludmg the PRSI members, the _defeodants, local, state Emd federejiiaw

enforcement and regulatory authorities, merchants, creditors and others.
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V.. EXHIBITS

A. - Statement of Cash Inflows and Outflows

This report is certified to be true and correct. .

Lewis’B. Freeman,
Receiver :

" STATEOFFLORIDA = )
COUN_TY OF MIAMI-DADE )

ﬁ—

SWORN TO AND SUBSCR.IBED before me this ZX 0 dayof November 2006, by LBWIS B.
Freeman who:

\4 is persona’lly known to me;

] produced a current drlversllcense as identifi canon or : g
1 produced c S f / . . as identification.

VAL
o -No%aﬁ\P;lbli‘é )
State of Florida -+~

' ‘4&’% Karen T. Guy

[
I
[

My commission expires: EW = Commission #DD258845
SRR *;,;g? S Expires: Oct 15, 2007
h ‘tﬁ‘f\f ' Bonded Thry

Atlongic Bonding Co., Inc,

* @PFDeskiopt:ODMA/MHODMA/MDRT-EQLIMDRT: | 146RY:1 ] O



F'rafasslnnal Resourcas Syslems Internalional, lnc:.
: Lewis . Freeman, Reeelver
Stalement of Cash Inflaws and Cash Outilows

Julyl1,2006 .  January 12, 2000

Cash Inflows o : _ .~ - _Seplemberan, 2006 -.__ Seplamher 30, 2006
- Cash from Wachovia Hank _ o RS 50 : o 54,450,847
Cashirom Penn.Bank .~ . . . . : .50 SO e B286,216
Cash from LivAsh Holdings : R =  363nen
Cardsarvice Intemnalional h S ED : : - B207,068
Dell Computers : Co % . §169,380
Membership fees- aflar 1/5/00 S : ©H0 ~ . - sBos553
- ‘Sale of Compulsys s . S50 © o E1,250
Mark Cohen, Trust Account - S .50 S sED000
‘TexRefund : .' B 1 : 56,419
Miscellaneous Refunds : . 50 - §138,342
Inierest Income o ' i .- 36214 - .. %398,037
Moecker Auctions, Inc. o S . %0 ‘ 565,594
Tolal Gashlnﬂnws S T T T ke - §5,068,704
. Cash Oulflows
Bank Charzes : oo P '_ - B S o - §1,179
"Bond! Insurance T : E 50 C .0 E54,846
Compuler Expenss : o S . S . &3 0@
Consuliing _ ' o SR | B 104,731
Copylng/ Printing -~ - B : R i Y7L 8T
Fees - Assounling o O . A o Wagar
 Fees-Forensle Accounling - : BRI & . . &731,003
' Fees-Legal L SRR 524181 o Radi 48
" Fees-Reeeiver . .- R B 570,674
Investigalions -~ . T S -+ B < Ra007
*Licenses S : ' 1 S _ RN :3:
. Office! Postége Expense S S S s ST 56,320
Oulslds Services . : . . ' 50 _ © .o §t8.968
Pre-Recelver Llabllifes = . .~ - = ' §0 ' o 510,974
Renl - S CoB0 0 . 5t03,B18
Securily B AR+ N R 14X 7%
Sellemant-CITX e o oo ED Co0 .- B125,000
Taxes - Payroll o S Cos0 R Ky =
o Telephone! Communlcailuns _ - o EERUEEY-|/ I o SR $3,805
Travel - - - L ' o S B0 _ : 522,214
Acquisllion/mzinlenance of web domain R S : © 5,070
' Moving - - S : B kD KA . Bl,1BB
Tulal Cash Dutrluws R R - B §24,151 R T §3,776,085
NetCash Inflewsf Qutilows =~ - T B E AT $2.112.609
* Gash Balance - Beginning o : . $2,130,587 R R R
Net Cash Inflows/ Outflows - -~ - - S (s17.978) U 83,112,808
CashBalance-Ending ~ : : . - 52,112,609 o __ 52112,509

EXHIBIT

A




-~ SERVICE LIST

Lewis B. Freeman, Receiver

" Lewis B. Freeman & Partners, Inc.
3225 Aviation Avenue, Suite 501
MIELIIll FL 33133

Frey Petrakls Deeb Blum, &Bnggs P. C

. c/o Joseph H. Blum, Esquire

- 1601 Market Street, Suite 2600
_ Philadelphia, PA 19103

- Jeff leman Assistant Attomey General
. Office of the Attorney General

1515 North Flager Drive, 9" Floor

- West Palm Beach, Florida 33401

Elliot R. Weitzman, Esquire .

~ Presidential Circle

4000 Hollywood Boulevard, Suite 485 South
Hollywood Florida 33021

' 'H. Dohn Williams, Ir. Esquue :
Office of the Public Defender
Broward County Courthouse, North ng

- 201 S.E, 6th Street, Room 3872

_ Fort Lauderda.le Flonda 33301

W1lha.m Caudell
. c/o Steven Jay Golombe, Esquire
2601 South Bayshore Drive, Suite 1400 :

o Mlanu Florlda 33133

: Maunce M;tts, Esq.

- Mitts Milavee, LLC,

Two Logan Square, Suite 1101

* 18th and Arch Stregts =
'Philadelphia, PA 19103

C:\NrPortbNMDR TUOY\G8097_1LWPD



