
 

 
 

IN THE UNITED STATES DISTRICT COURT  
FOR THE EASTERN DISTRICT OF PENNSYLVANIA 

 

SECURITIES AND EXCHANGE 
COMMISSION, 

  Plaintiff, 
 
  v. 

DONALD ANTHONY WALKER YOUNG, 
ET AL. , 

  Defendants, 

OAK GROVE PARTNERS, L.P., NEELY 
YOUNG, AND W.B. DIXON STROUD JR.,  

                        Relief Defendants. 

: 

: 

: 

: 

: 

: 

: 

: 

: 

: 

 

  

  

 

Civil Action No.: 2:09-cv-01634-JP 

 

 

 

ORDER 

 AND NOW, this _________ day of _______________ 2011, upon consideration of 

Receiver Louis C. Bechtle’s Motion for Approval of Sixth Interim Fee Application for the Period 

October 1, 2010 through December 31, 2010 (“Motion”), it is ORDERED that the Motion is 

GRANTED. 

 IT IS THEREFORE ORDERED as follows: 

1. The Receiver’s Sixth Interim Fee Application is APPROVED. 

2. Payment to Conrad O’Brien P.C. (“Law Firm”) in the amount of $121,522.80 for 

services performed through December 31, 2010, representing eighty percent (80%) of the Law 

Firm’s total fee of $151,903.50, is APPROVED and may be paid by the Receiver at this time; 
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3. Payment to Kroll, Inc. (“Accountant”) in the amount of $43,780.80 for services 

performed through December 31, 2010, representing eighty percent (80%) of the Accountant’s 

total fee of $54,726.00 is APPROVED and may be paid by the Receiver at this time; and 

4. Payment to Conrad O’Brien P.C. in the amount of $3,360.42 for expenses 

incurred through December 31, 2010 is APPROVED and may be paid by the Receiver at this 

time. 

  

       ____________________________________
       The Honorable John R. Padova, U.S.D.J. 
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Civil Action No.: 2:09-cv-01634-JP 
 
 

 
RECEIVER LOUIS C. BECHTLE’S MOTION FOR APPROVAL OF  

SIXTH INTERIM FEE APPLICATION FOR THE PERIOD  
OCTOBER 1 THROUGH DECEMBER 31, 2010 AND BRIEF IN SUPPORT 

 
 

 Pursuant to the Court’s Order dated June 25, 2009, Louis C. Bechtle, Receiver for the 

Assets and Records of Acorn II, L.P., Acorn Capital Management, L.L.C., Donald Anthony 

Walker Young, and Neely A. Young, moves for approval of payment of fees and expenses 

invoiced by counsel for the receiver, Conrad O’Brien P.C. (“Conrad”), the Court appointed 

accountant to the Receiver, Kroll, Inc. (“Kroll”) as well as other professionals retained by the 

Receiver.  The Receiver has previously submitted this Application to the SEC, which has advised 

the Receiver that it does not have any objection to the Application.  In support of this Motion, 

Mr. Bechtle states as follows: 
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I.  BACKGROUND 

On April 17, 2009, the Securities and Exchange Commission filed an action against  

Donald Anthony Walker Young (“DA Young”), Acorn Capital Management, LLC and Acorn II, 

LP (collectively “the Acorn Entities”), alleging various securities violations arising out of the 

defendant’s fraudulent investment activity in the nature of a Ponzi scheme.  

The Court issued a Temporary Restraining Order on April 17, 2009, inter alia, freezing 

the assets of the Defendants and Relief Defendants, and enjoining further investment activities 

by the Defendants.  On April 23, 2009, DA Young, Neely Young, and the Acorn Entities filed 

consents to the imposition of a preliminary injunction and other relief.  The Court entered a 

preliminary injunction in accordance therewith on April 24, 2009.1      

On June 25, 2009 this Court entered an Order Appointing Receiver (“Receivership 

Order”) pursuant to which the Court took exclusive jurisdiction and possession of the 

Defendants’ assets, monies, securities, choses in action, and properties, real and personal, 

tangible and intangible, of whatever kind and description, wherever situated, and any entities that 

the Defendants own or control or in which either of them have an interest (the “Receivership 

Assets”), as well as the Defendants’ books, records, computers, and documents (the 

“Receivership Records”).  In the same order, Louis C. Bechtle was appointed Receiver for the 

Receivership Assets and Records (collectively, the “Receivership Estate”), with the goal and 

purpose of marshalling the Receivership Assets to maximize the recovery of defrauded investors.   

 The Receivership Order also authorizes the Receiver to retain the law firm of Conrad 

O’Brien, P.C. (the “Law Firm”) and Kroll, Inc. (the “Accountant”) as his counsel and 

accountant, respectively, in connection with this appointment, and further provides that, subject 

                                                 
1 On July 20, 2010, D.A. Young pled guilty to a one count of mail fraud in violation of 18 U.S.C. § 1341 and one 
count of money laundering in violation of 18 U.S.C. § 1957.  See Case No. 2:10-cr-00199-JS.  Mr. Young is 
scheduled to be sentenced at a later date. 
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to the Court's approval, the Receiver, the Law Firm, and the Accountant shall be compensated 

from the Receivership Assets for all reasonable fees and costs. 

The Court approved fee schedules, which provide substantial discounts from the standard 

rates of the Law Firm and the Accountant, and which hourly fee rates the Court has already 

found to be reasonable, are as follows2: 

Receiver 

Name Rate 

Louis C. Bechtle $495 

The Law Firm 

Name/ Position Rate 

P. Hamill $350 

K. Kent $325 

Associates Up to $200 

Paralegals $100 

The Accountant 

Name Rate 

W. Nugent/J. Slavek $375 

Senior Manager $205 

Manager $175 

Senior Associate $150 

Associate $150 

Junior Staff $135 

 

Pursuant to the Court’s Order, the reasonable costs and expenses of the Receiver, the Law 

Firm, and the Accountant are to be paid from Receivership Assets.  Upon Order of this Court 

                                                 
2 Notably, there has been no request by the Receiver, Conrad O’Brien, or Kroll for annual increases of their rates. 
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approving such application, the Receiver may pay up to 80% of the compensation and 

professional fees and 100% of the expenses of the applicants.3   

This is the Sixth application for approval of fees and expenses by the Receiver, for the 

period covering October 1, 2010 through December 31, 2010.  The dates and amounts of the 

Receiver’s prior applications have been summarized on the following table: 

                                                 
3 At the close of the Receivership, the Receiver must file with the Court a final application for compensation, fees, 
and expenses, describing in detail the costs and benefits associated with all litigation and other actions pursued in the 
course of the Receivership.  At that time, any amounts held back during the course of the Receivership will be paid 
at the discretion of the Court. 
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TABLE OF PRIOR APPROVED FEES AND EXPENSES 

 Fee Approved & (Payment after 
Holdback) 

Expenses Approved 

First Application 
Submitted 10/30/09  

Approved 11/18/09 

Receiver & Law Firm - $306,267.00 
($245,013.60) 
 
Accounting Firm - $216,905.00 
($173,524.00) 
 
 
 

Receiver & Law Firm - $12,871.85 
 
 
Accounting Firm - $8,188.39 

Second Application 
Submitted 2/19/10 

Approved 3/10/10 

Receiver & Law Firm – $306,841.50 
($245,473.20) 
 
Accounting Firm - $471,412.75 
($377,130.20) 

Receiver & Law Firm - $13,399.25 
 
 
Accounting Firm - $6,885.25 

Third Application 
Submitted 4/30/10 

Approved 5/20/10 

Receiver & Law Firm - $312,460.00 
($249,968.00) 
 
Accounting Firm - $356,710.00  
($285,368.00) 
 
Lundy & Flynn, LLP - $2,000 

Receiver & Law Firm - $7,241.39 
 
 
Accounting Firm - $3,667.93 

Fourth Application 
Submitted 8/12/10 

Approved 9/2/10 

Receiver & Law Firm - $295,194 
($236,155.20) 
 
Accounting Firm - $298,636.25  
($238,909.00) 
 
Lundy & Flynn, LLP - $2,725 
 

Receiver & Law Firm - $8,644.39 
 
 
Accounting Firm - $10,419.17 

Fifth Application 
Submitted 10/28/10 

Approved 11/15/10 

Receiver & Law Firm - $200,297.50 
($160,238.00) 
 
Accounting Firm - $145,172.00 
($116,137.60) 
 
Lundy & Flynn, LLP - $1,483.75 
 

Receiver & Law Firm - $3,082.46 
 
 
Accounting Firm - $311.70 
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The total amount of allowed compensation to date which remains unpaid pursuant to the 

Court ordered 20% holdback, with respect to the Receiver and the Law Firm is $284,211.50 and 

with respect to the Accountant is $297,766.65. 

II. CASE STATUS 

A. Cash on Hand, Administrative Expenses, and Unencumbered Funds 

 Through the liquidation of bank accounts and brokerage accounts, the Receiver has 

consolidated substantially all liquid funds into a central Receivership Account and an Operating 

Account.  The main Receivership account continues to be held at Merrill Lynch, with a balance 

of  $7,622,570.06 in Treasury Bills as of December, 31, 2010.  The Receiver also continues to 

maintain an operating account in a Bank of America checking account, with a cash balance of 

$162,695.45.  In addition to these primary accounts, the Receiver also controls $41,489.08 in 

cash in a Wells Fargo account, as well as $5,606.72 in Donald Young’s Alliance Bernstein 

Simple IRA account.  The combined value of the Receivership accounts as of December, 31 

2010 was $7,832,361.31.4  For further details, the Receiver has attached the SEC’s Standardized 

Fund Accounting Report (“SFAR”) as Exhibit A to this Application. 

            The Receivership has incurred expenses of approximately $4,151.17 in connection with 

the maintenance of the Receivership assets since the filing of the last fee application.  These 

expenses, described in more detail below include, inter alia: insurance premiums on real 

property, utilities and taxes with respect to real property; payments to professional consultants; 

caretaking expenses associated with property maintenance, court filing fees and costs associated 

with multiple filings in connection with the receivership, and fees associated with processing 

                                                 
4 This amount does not include the $1,260,488.53 the Receivership received in January in connection with the sale 
of the Florida Property, which sale occurred following the close of this fee application period.   
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documents produced by investors and third parties and maintenance of an on-line document 

database.  

B. Litigation Activity 

Following on the Receiver’s success in liquidating the majority of the real and personal 

property of the Receivership Estate (see Section C, infra), the Receivership actively has 

continued to pursue the recovery of Receivership assets through litigation and pre-litigation 

measures.  The Receiver’s efforts to date have included, inter alia, issuing formal demands to 

investors, charitable organizations and other individuals/entities that received fraudulent transfers 

from the Receivership Entities, preparing and filing clawback complaints against many of those 

individuals/entities and developing claims against various other persons/entities for damages 

against individuals and entities in connection with their involvement in the Receivership Entities, 

including the bringing of a now pending action against an accounting/auditing firm.  The 

Receiver’s litigation activity is described generally by category below.  In connection with all of 

the below described litigation, the Receiver certifies that such activity is likely to produce a net 

economic benefit to the estate, based on the receiver’s review of: (i) the legal theories upon 

which each action is based; (ii) the likelihood of collection on any judgment which might be 

obtained; and (iii) consideration of alternative methods of seeking the relief.   

 1. Potential Lawsuits By The Receiver 

  (a). Discovery Efforts 

The Receiver has engaged in significant discovery efforts during the current and previous 

application periods, resulting in the issuance of approximately one hundred (100) document 

subpoenas and requests for production, and numerous informal fact-witness interviews.  The 

Receiver’s discovery efforts through the current application period have focused heavily on 
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developing potential claims held by the Receiver.  Toward that end, the Receiver prepared and 

issued approximately five (5) additional subpoenas during the current application period, and has 

continued his review of documents received in response to previously issued subpoenas seeking 

information from certain Investors, individuals/entities who received funds from the Source 

Entities potentially subject to clawback by the Receiver, as well as other persons/entities who he 

had reason to believe were in possession of documents relevant to the evaluation of potential 

claims.  In addition to responsive documents, the Receiver has issued subpoenas seeking 

electronically stored information (“ESI”) from computer hard drives or storage devices 

maintained by Investors and/or others associated with the Acorn Entities.  Counsel for the 

Receiver has engaged in numerous discussions with counsel for the recipients of such requests 

regarding the recovery of responsive ESI, and has developed and negotiated means of obtaining 

responsive, non-privileged ESI.   

The Receiver conducted informal interviews of fact-witnesses and is preparing to conduct 

depositions of Investors against whom he may have claim(s); individuals and entities associated 

with those Investors who may have knowledge relevant to the Receiver’s claim(s) and additional 

Investors, employees and/or others with knowledge of the Acorn Entities.  The Receiver 

continues to use the electronic database that presently holds more than 800,000 electronic 

documents from the Youngs, the Acorn Entities, and other parties for targeted review of pending 

and potential litigation.  Once ESI is received, the electronic database will be used to cull and 

organize the additional data for review.  

The Receiver’s Accountant has also undertaken an extensive investigation and forensic 

analysis of the Acorn business to assist the Receiver with his evaluation of potential lawsuits.  

The Accountant has completed the bulk of its work in collecting and analyzing transactional data 
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for twenty (20) bank accounts from over a ten (10) year period to identify the sources and uses of 

funds.  This data is being used to identify funds and payments that should be returned to the 

Receivership Estate, and in connection with analyzing potential lawsuits against persons or 

entities that the Receiver believes may have liability to the Receivership Estate. 

(b). Investor Claims 

The Receiver and Accountant have spent considerable time reconstructing the investment 

activities of the known investors who received disbursements from the Receivership Entities.  

Based on his review of the relevant documentation, the Receiver has identified twenty-one (21) 

investors (the “Net-Winner Investors”) who received disbursements from the Source Entities that 

exceed the amount of their principal contribution(s) (herein, the “False Profits”).  Upon further 

review of the transactional activity of the Net-Winner Investors, it is believed that the Net 

Winner Investors received, collectively, in excess of $6,222,000 in False Profits from the Source 

Entities which the Receiver is seeking to recover on behalf of the Receivership Estate, plus 

interest.  Additionally, the Receiver believes that certain Investors may be subject to claims for 

the return of some or all of their principal contributions to the Receivership Estate.  The Receiver 

has preliminarily identified twenty-eight Investors who may be subject to such claims, and is 

actively pursuing information in this regard.  All but three of these Investors are operating under 

tolling agreements with the Receiver, as described in previous Fee Applications and Receiver’s 

Reports.  Claims against one Investor are in active litigation, while the Receiver’s claims against 

the other two Investors have been placed in civil suspense by agreement of the parties.  The 

Receiver has entered into an agreement with an Investor whose claims remain in civil suspense, 

which provides that the Net Winnings will be placed in an escrow account pending resolution of 
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additional claims that were asserted by the Receiver.  The Investor is cooperating with the 

Receiver’s efforts and is participating in his discovery into such claims.   

The Receiver has continued his investigation and discovery efforts with respect to his 

claims against the Potential Investor Defendants who executed tolling agreements in the first 

instance (the “Tolling Investors”).  The Receiver has prepared and served document subpoenas 

on each of the Tolling Investors as well as certain third parties who may have information 

relevant to the potential claims against the Tolling Investors.  To date the Receiver has received 

documents from the majority of the subpoena recipients, and is negotiating the receipt of certain 

ESI requested of specific Investors.  Upon receipt, counsel for the Receiver has engaged in a 

substantive review of each of the productions in an effort to determine the nature of the 

documents as well as whether follow-up efforts might be required of the particular subpoena 

recipient or an additional third party.  During the current application period, the Receiver has 

focused on preparing for depositions of Investors against whom he may have claims, and 

additional witnesses.  Where applicable, the Receiver has and will continue to engage in 

appropriate follow-up with respect to the productions.   

In some instances, counsel for the Receiver has been required to engage in moderate to 

protracted communications with counsel for the particular investors with respect to his discovery 

requests.  Such communications have been significant with respect to the Receiver’s requests for 

ESI.  The Receiver has and will continue to pursue his discovery efforts in order to ensure that 

the Tolling Investors’ and witnesses’ obligations in this respect have been met.  

  More recently, the Receiver has issued demand letters to many of the net winner 

investors, requiring those investors to return net winnings, plus interest within 30 days, advising 
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each such investor that the Receiver will file suit if the funds are not returned within the allotted 

time. 

(c). Gifts and Donations to Charitable, Religious and Political 
Organizations   

Through the current application period, the Receiver has served discovery, received and 

reviewed responsive documentation and has answered discovery in connection with his claims in 

the Omnibus Action against the remaining charitable, organizations and individuals that received 

gifts and/or donations from the Source Entities (“Charitable Organizations”).   Since the filing of 

the Omnibus Action, and without taking any further action with respect to the litigation, the 

Receiver has settled his claims against eleven (11) of the Defendant Charitable Organizations, 

and has reached a settlement in principle with an additional defendant.  Counsel for the Receiver 

has prepared and submitted to the settling Defendant Charitable Organizations consent orders 

concerning the settlement and dismissal of the claim with prejudice.  Once executed, the 

Receiver has filed and will continue to file the consent orders with the Court in order to obtain 

Court approval of the parties’ settlement and have the claim properly dismissed.  During the 

current application period, the Court approved the settlement of all filed consent orders 

concerning the Receiver’s claims and dismissed the claims as against those Defendant Charitable 

Organizations.   

Because one of the Defendant Charitable Organizations, Brandywine Valley Association 

(“BVA”) failed to respond in any way to the Omnibus Action, the Receiver prepared and filed a 

motion seeking an entry of default as against BVA.  The Court granted the Receiver’s request 

and default was entered in or around September 2010 against BVA.  Thereafter, the Receiver 

prepared and filed a motion seeking entry of a final judgment by default against BVA in order to 

recover the full sum of the transfer it received from the Source Entities along with pre-judgment 
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interest and post-judgment interest.  While pending, and before argument scheduled on the 

motion, the Receiver settled his claim against BVA. 

At or around the time the Receiver filed the Omnibus Action, he entered into tolling 

agreements with eight (8) Charitable Organizations who the Receiver believes received gifts or 

donations from the Source Entities (the “Tolling Charitable Organizations”).  The Receiver has 

resolved his claims with two (2) of the Tolling Charitable Organizations who received such gifts 

or donations after  receiving from these organizations the full sum of the donated funds.  The 

Receiver is addressing factual and legal issues in connection with his potential claims against the 

remaining Tolling Charitable Defendants and is working towards resolving his claims against the 

remaining Tolling Charitable Organizations outside of formal litigation.    

 (d). Loans to Various Persons and Entities 

During the current application period, the Receiver has taken steps to secure recovery of 

the proceeds of the loans or other financial transactions the Source Entities made and/or entered 

into with Springdell Associates and Springdell Properties (collectively, “Springdell”) and B. 

Robinson Grant (“Grant”).  The Receiver obtained a portion of the proceeds of the Springdell 

settlement, and is in the process of negotiating for the return of the remainder.  The Receiver also 

requested, and the Court entered, default judgment against Grant for the full amount of the 

transfers he received, plus pre-judgment and post-judgment interest.  The Receiver is in the 

process of effecting execution of the judgment against Grant.  

(e). Accounting Firm Liability 
   

The Receiver has filed suit and brought various claims against the accounting firm 

Master Sidlow & Associates, and several of its employees (collectively “MSA”), that provided 

auditing, bookkeeping and other services to the Acorn Entities.   Prior to bringing suit, the 
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Receiver analyzed documents produced by various parties relating to MSA’s potential liability.  

The Receiver reviewed documents obtained from the SEC, Acorn’s offices, the personal 

residences and offices of D.A. Young, and storage facilities maintained by the Young family.   

The Receiver also issued a subpoena to MSA seeking the production of additional relevant 

documents and information related to its potential claims and the recovery of additional assets 

belonging to the Receivership.  The Receiver had several meetings and conference calls with his 

Accountant regarding the analysis of documents produced by MSA.   

The Receiver’s analysis of the documents reviewed, including those obtained by the SEC 

and those received pursuant to subpoena, revealed facts that the Receiver believes support the 

claims alleged in his Complaint against MSA, which include claims for malpractice (i.e., 

professional negligence), aiding and abetting a breach of fiduciary duty, aiding and abetting 

fraud, breach of contract, and unjust enrichment.    

The Receiver’s counsel had several discussions with MSA’s counsel pertaining to his 

claims and the parties attempted to resolve the matter prior to formal litigation.  The parties, 

however, were unable to reach a resolution.  Therefore, the Receiver filed his complaint against 

MSA on October 4, 2010.      

Subsequently, on October 27, 2010, MSA’s counsel filed a motion to dismiss the 

Receiver’s Complaint.  The Receiver filed an opposition to MSA’s motion to dismiss on 

November 22, 2010.  The Court denied the motion to dismiss on February 8, 2011.  Accordingly, 

formal discovery will commence shortly. 

(f). Damages Claims Against Other Persons and Entities   

In addition to the lawsuits and potential claims discussed above, the Receiver continues 

to analyze potential lawsuits against various other persons/entities for damages.  Toward that end 
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the Receiver has obtained, reviewed and analyzed voluminous documents and information 

relevant to evaluating causes of action potentially held by the Receiver.  The Receiver has 

undertaken substantial preliminary analysis with respect to potential causes of action against 

various persons/entities, including professional firms and other institutions, which are connected 

in some way to the Acorn business, may be in possession of Receivership assets, and/or may 

have liability to the Receivership Estate.  The investigation regarding these potential claims is 

ongoing.  These causes of action are not described in greater detail here due to legal privileges 

and work product concerns.   

2. Claims against Receivership Assets Compromised  

Other than creditor claims submitted to the Receiver, which will be addressed through the 

Court approved claims resolution process, no claims are currently pending against the 

Receivership other than a complaint brought by John H. Flournoy and Benjamin H. Hardaway, 

which is discussed in Section B(3) below, and no claims against the Receivership were otherwise 

settled or resolved during this application period. 

3. Lawsuit Against Receivership Entities  

 On June 11, 2009, after the Court froze the assets of D.A. Young, et al., John H. Flournoy 

and Benjamin H. Hardaway filed suit against D.A. Young and Acorn Capital Management, LLC 

in the United States District Court for the Middle District of Georgia, No. 4-09-cv-67 (CDL) 

(“Flournoy Action”).  In their complaint, Messrs. Flournoy and Hardaway allege to have been 

investors in “Acorn LP.”  Messrs. Flournoy and Hardaway allege claims against Mr. Young and 

Acorn Capital Management under Georgia common law, the Georgia RICO Act, the Georgia 

Securities Act, and the Pennsylvania Securities Act.   
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 After Mr. Bechtle’s appointment as Receiver, his counsel contacted Betsy Collins, 

counsel for Messrs. Flournoy and Hardaway, regarding the prosecution of the Flournoy action in 

the wake of the June 25, 2009, Receivership Order and the Court’s exclusive jurisdiction over 

this action and the assets of the Receivership Entities.  Ms. Collins and the Receiver’s counsel 

subsequently negotiated an agreement to stay the Flournoy Action pending resolution of the 

Receivership and submitted the stay agreement for approval and adoption to Judge Clay D. Land, 

the judge presiding over the Flournoy Action.  On November 6, 2009, Judge Land issued an 

Order staying the Flournoy Action pending the resolution of the Receivership. 

In December of 2010, the Securities and Exchange Commission notified the Receiver 

that a lawsuit had been filed against D.A. Young and Neely Young in state court in Palm Beach 

County, Florida.  The lawsuit, captioned Cheek v. Young, et al., No. 2010 CA 028253, concerns 

an alleged business arrangement between Cheek and the Youngs that came about in or about 

August of 2010 and ended in or about November of 2010.  The Receiver has served Cheek’s 

counsel with a copy of the Court’s Order Appointing a Receiver, and the Receiver’s counsel and 

Cheek’s counsel are in discussions about the facts of Cheek’s complaint and the stay of certain 

claims that Cheek has brought against the Youngs.   

C. Property Liquidation  

The Receiver has undertaken the following tasks with respect to the various forms of 

property in the Receivership Estate, since the filing of the Fifth Interim Fee Application5: 

 

 

 

                                                 
5 Items that were fully liquidated or otherwise disposed of during the period covered by the previous Interim Fee 
Applications have not been included in the narrative descriptions below.  
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 1. Tangible Property in Florida  

 During the current application period, the remaining Receivership tangible property in 

Florida included a parcel of improved real property located at 280 Sanford Avenue, Palm Beach, 

Florida (the “Property”), and pieces of valuable jewelry. 

The Receiver listed the Sanford Avenue property for sale in April of 2010.  The Receiver 

sold the property to Margaret Rooney Galterio on January 13, 2011.  After closing costs, the sale 

of the property netted the Receivership Estate $1,260,488.53.    

The Receiver is evaluating the Florida market for the jewelry remaining in the 

Receivership Estate.  The Receiver offered this jewelry for sale at an auction held on March 7, 

2010, but the offers made on the jewelry were below market value and as a consequence the 

jewelry was pulled from the auction.  

2. Intangible Property 

 The Receivership Estate includes intangible property resulting from D.A. Young’s use of 

Ponzi scheme funds to invest, for his own benefit, in the following entities:  

• N2DD, Inc. (a Delaware corporation with one asset, a Lear Jet 24E aircraft, that it leases 
to shareholders for use.) 
The Receiver has entered into a settlement agreement whereby the Receivership is 
released from all past due costs owed by D.A. Young in connection with his percent 
ownership share in the aircraft in exchange for transferring all D.A. Young’s shares in the 
corporation back to N2DD.  In addition, if the transferred shares are sold within one year 
of the settlement agreement, the Receivership will be entitled to half the proceeds.   

 

• Red Abbey Venture Partners, L.P. (a partnership that invests in the securities of entities 
in the life sciences industry) 
The Receiver has been in contact with counsel for the Red Abbey partnership as well as a 
potentially interested third party purchaser.  The Receiver is currently attempting to 
negotiate a potential sale of Mr. Young’s partnership interest and has proposed 
preliminary terms to Red Abbey in connection with a sale of the Receivership’s interest 
in the investment partnership.   
 

• Monteagle Media, Inc. (a closely held ticket brokerage business) 
The Receiver has recovered $7,985.58 as part of a bankruptcy liquidation proceeding 
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with respect to Mr. Young’s 30.7% interest in a loan made to that entity.  The Receiver 
recently received notice that the Monteagle bankruptcy estate may have additional funds 
available for distribution to creditors.  As a creditor of the Monteagle estate, the 
Receivership has filed a Proof of Claim with the Monteagle Bankruptcy Court.  The 
Receiver previously reported that it had retained the firm of Jones & Walden to pursue a 
claim against a personal guarantor on the loan that D.A. Young and three other investors 
made to Monteagle.  Due to potential conflicts of interest with D.A. Young’s co-lenders, 
the Receiver has decided to seek recovery on the Monteagle guarantee through Conrad 
O’Brien and solely on behalf of D.A. Young’s interest in the guarantee. 
 

• Milestone Partners (a limited partnership that purchases, holds, sells, and invests in 
interests in lower middle market companies)  
The Receiver has been in contact with counsel for the Milestone investment and is 
attempting to determine the value of this investment and the advisability of maintaining it 
during the Receivership.  
 

• Pipex Pharmaceutical, Inc. (successor by merger of Effective Pharmaceuticals, Inc.)  
The Receiver has identified that fraudulent proceeds were used to purchase stock for the 
Young’s children worth approximately $50,000 and is in the process of attempting to 
recover and liquidate those assets. 
 
In addition to these assets, the Receiver identified during the previous application periods 

numerous private clubs with which the Youngs held an equity-type position or made gifts or 

donations that the Receiver believed were recoverable on behalf of the Receivership Estate.  

Prior to the current application period, one club returned the Young’s capital contribution to the 

Receiver as well as gifts and donations the Youngs directed to the club.  Because the other two 

clubs who received such transfers did not satisfy the Receiver’s demands he included claims 

against them in the Omnibus Action.      

Since the filing of the Omnibus Action the Receiver has settled his claims with both of 

the private clubs.  As discussed in Section B.1.(c), the Receiver is preparing and filing consent 

orders with respect to the parties’ settlement seeking the Court’s approval and dismissal of the 

claims with prejudice. 
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D. Summary of Creditor Proceedings  

The Receiver has undertaken the design and implementation of a claims resolution 

procedure for investors and other creditors holding potential claims against the Receivership 

Estate, and has since recommended a method of distribution to all valid claim-holders.  Pursuant 

to the above-referenced duties and obligations, on May 10, 2010 the Receiver filed a motion 

seeking to establish a Claims Resolution Process for identifying and determining the claim 

amounts of all known Investor Creditors6 and Trade Creditors of the Receivership Estate, and a 

Claims Bar Date after which time no claims could be submitted or disputed.   The Court 

approved the Receiver’s proposed Claims Resolution Process on May 14, 2010.  (Claims 

Procedure Order attached hereto as Exhibit B). 

In accordance with the approved procedure, the Receiver provided notice of the Claims 

Bar Date and Claims Resolution Procedure to all known Investor Creditors and Trade Creditors, 

and also published notice of the same in multiple forms of media to provide unknown creditors 

the opportunity to present claims.  Forty Four (44) Known Investor Creditors were provided with 

transaction schedules providing a summary of the Receiver’s analysis regarding that investor’s 

transactions as well as a preliminary assessment of the Investor Creditor’s total net loss.  Those 

investors were asked to respond to the transaction schedule by either confirming or rejecting the 

Receiver’s analysis, and providing additional information where appropriate.  Trade Creditors 

were provided with a claim form and were asked to list all claims to be asserted against the 

Receivership together with all information in support of the asserted claims.   

                                                 
6  Investor Creditors are defined as investors that suffered a net loss, i.e., investors that contributed more than 
they withdrew from the fund.   
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Since that time, the Receiver has received and processed a total of 40 Investor Schedules and 30 

Trade Creditor Claim Forms.7  Of the claims processed, 38 Investor Creditor Claims and 27 

Trade Creditor Claims have been fully and finally confirmed by the Receiver.  The remaining 

claims are currently in dispute.     

The total of all claims asserted by net losing investors against the receivership, allowing 

for amounts in dispute, is approximately $30.8 million.  The total of all trade creditor claims 

being asserted against the Receivership, including those amounts in dispute, is approximately 

$82,000.  Oak Grove, represents a unique creditor with a significant claim, in an amount 

currently in dispute with the Receiver, but which is likely to be between $3 and $4 million.  The 

Receiver has recommended to the Court that each class of creditor receive equal priority in a 

distribution.      

Having successfully liquidated most of the significant real and personal property of the 

Receivership estate, the Receiver has concluded that the Receivership is in a position to 

distribute a significant portion of its assets to creditors.  Accordingly, the Receiver undertook a 

comprehensive review and analysis of all submitted claims in an effort to determine the most 

appropriate method of distribution.  The Receiver’s review included developing distribution 

models based on the application of various methods of distribution, as well as legal analysis of 

the various factors to be considered in selecting an appropriate distribution methodology.  Based 

on his review and analysis, the Receiver concluded that a pro-rata distribution calculated using 

the “Rising Tide” method would result in the most equitable distribution scheme.8  On December 

                                                 
7  Four investors did not return their Investor Schedules.  Accordingly, the Receiver has confirmed the claims 
of those investors in the amounts originally calculated by the Receiver and set forth on their schedules.  By failing to 
return their schedules, the non-responding investors have waived their rights to dispute the amount of their claims. 
8 The Rising Tide method seeks to create equality between investors that received no withdrawals during the life of 
their investment and those that were able to recover some portion, but less than all, of their investments during the 
operation of the Ponzi scheme, by offsetting an investor’s pro rata distribution share with any pre-distribution 
withdrawals received.  For a complete description of the Receiver’s proposed plan, please refer to the Motion to 
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22, 2010, the Receiver filed a Motion to Approve the Receiver’s Plan for Interim Distribution 

proposing a $4 million interim distribution according to the recommended pro rata - rising tide 

methodology.  The Receiver later proposed to increase the distribution amount to $5 million. 

That motion is currently pending for approval by the Court, subject to any potential objections 

that may be filed by interested parties.  

E. Other Administration 

 In addition to the administrative and legal tasks outlined above, the Receiver has 

performed and/or authorized the performance of a variety of tasks necessary to the 

administration of the Receivership.  The volume and diversity of tasks necessary to administer 

the Receivership are not easily described.  Accordingly, a more complete description of all 

activities undertaken through December 31, 2010 are included in the detailed time and expense 

reports attached to this petition as Exhibits B & C.  These exhibits are being submitted under seal 

because their contents include privileged, confidential, work-product protected, and other 

sensitive information. 

F. Analysis of Tax Issues 

The Receiver has retained Certified Public Accountant Alan Winikur of Zelnick, Mann 

and Winikur to advise the Receiver with respect to Federal and State tax issues, and to analyze 

and prepare necessary tax forms on behalf of the Receivership.  The Youngs and the Acorn 

Entities failed to file tax returns for many years as required by the Internal Revenue Code.  The 

Receiver, through his tax advisor, has been working together with the Receiver’s forensic 

accountants to reconstruct the partnership balance sheets and individual financial information 

based on available data in order to address tax matters relating to the Receivership entities.  In 

                                                                                                                                                             
Approve Proposed Plan of Interim Distribution, filed December 22, 2010 in the instant action.  The Receiver’s 
proposed plan of distribution was mailed to all of the investors and creditors of the Acorn Entities and has also been 
posted on the Receiver’s website for downloading and viewing.   
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addition the Receiver, through Mr. Winikur, has been conferring with the Internal Revenue 

Service (IRS) and the Pennsylvania Department of Revenue on an ongoing basis to resolve tax 

obligations of the Acorn Entities.  Certain tax issues related to potential IRS liens have also 

arisen during the liquidation proceedings, requiring communication with IRS officials and 

collection officers to ensure the Receiver’s unrestricted ability to dispose of property.   

The Receiver retained the law firm of Lundy & Flynn LLP to assist the Receiver in 

addressing various tax obligations, both federal and state, including the drafting of a potential 

stipulation with the IRS in order to resolve various outstanding tax matters.  Lundy & Flynn have 

been involved in communications with the IRS regarding these matters.   

G. Receivership Books and Records 

 The treasury function for the Receivership is being undertaken primarily by counsel to 

the Receiver, Conrad O’Brien PC, and the forensic accountant to the Receiver, Kroll.  Tasks 

include managing the Estate’s funds, reconciling accounts on a monthly basis, and managing the 

review and approval of critical payables.  Other responsibilities include working with vendors to 

ensure that bills critical to the Receivership operation and asset preservation are accounted for 

and paid in a timely manner.  Kroll is also maintaining the accounting books for the Receivership 

Estate. 

III. FACTORS TO BE CONSIDERED BY THE COURT IN AWARDING FEES 

 

This Court has the power to appoint a receiver and to award the receiver fees for his 

services and for expenses incurred by the Receiver in the performance of his duties. See 

Donovan v. Robbins, 588 F. Supp. 1268, 1272 (N.D. Ill. 1984) (“[T]he receiver diligently and 

successfully discharged the responsibilities placed upon him by the Court and is entitled to 

reasonable compensation for his efforts.”).  See also Securities & Exchange Commission v. 
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Elliott, 953 F. Supp. 1560 (11th Cir. 1992) (receiver is entitled to compensation for faithful 

performance of his duties.).  The case law on equity receiverships sets forth the standards for 

approving receiver compensation and the fees and expenses for the receiver's counsel.  The 

District Court has discretion to determine compensation to be awarded to a court-appointed 

equity receiver and his counsel and “may consider all of the factors involved in a particular 

receivership in determining the appropriate fee.”  Gaskill v. Gordon, 27 F.3d 248, 253 (7th Cir. 

1994).  Many authorities provide “convenient guidelines”, but in the final analysis, “the unique 

fact situation renders direct reliance on precedent impossible.”  Securities & Exchange Comm'n 

v. W.L. Moody & Co., 374 F. Supp. 465, 480 (S.D. Tex. 1974), aff d, 519 F. 2d 1087 (5th Cir. 

1975). 

In allowing counsel fees in Securities Act receiverships, “[t]he court will consider . . . the 

complexity of problems faced, the benefit to the receivership estate, the quality of work 

performed, and the time records presented.” Securities & Exchange Comm'n v. Fifth Ave. Coach 

Lines, Inc., 364 F. Supp. 1220, 1222 (S.D.N.Y. 1973); see also United States v. Code Prods., 362 

F.2d 669, 673 (3rd Cir. 1966) (court should consider the time, labor and skill required (but not 

necessarily expended), the fair value of such time, labor and skill, the degree of activity, the 

dispatch with which the work is conducted and the result obtained).  “[R]esults are always 

relevant.” Securities & Exchange Comm'n v. Elliott, 953 F.2d 1560, 1577 (11th Cir. 1992), 

quoting Moody, 374 F Supp. at 480.  However, a good result may take a form other than a bare 

increase in monetary value.  Id. (“Even though a receiver may not have increased, or prevented a 

decrease in, the value of the collateral, if a receiver reasonably and diligently discharges his 

duties, he is entitled to compensation.”).  Obviously, overall results can be determined only at the 

conclusion of the case.  Another “basic consideration is the nature and complexity of the legal 
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problems confronted and the skill necessary to resolve them.”  Moody, 374 F. Supp. at 485. 

Moreover, “[t]ime spent cannot be ignored.” Id. at 483.   

Under these standards the Receiver has adequately demonstrated that the amount of fees 

requested is appropriate.  The Receiver as well as his counsel and accountants have acted quickly 

to take control of the Receivership Entities, liquidate their assets, and to prevent the further 

dissipation of assets.  Since its inception, the Receiver has secured close to ten million dollars 

through these efforts.  Investors have been contacted and catalogued, and are being kept 

informed of the Receiver’s progress toward winding up the receivership estate and making an 

ultimate distribution. The amounts at issue in this case are substantial, where the Ponzi scheme 

involved more than $92 million in investments during its operation. 

The issues being addressed by the Receiver and his counsel are complex and involve not 

only the investigation of complex fraud perpetrated over a multi-year period, but the many 

nuanced issues related to multiple business entities which include tax, investment, employment 

and other issues.  In addition the Receivership Estate includes unique and highly specialized 

property items requiring substantial labor to assess, maintain, and liquidate.  As evidence of the 

substantial time and effort these various tasks have required, the Receiver will submit the 

following exhibits under seal for the Court’s review: Exhibit B – Summary of legal professional 

and paraprofessional time and requested reimbursement of expenses by the Receiver and his 

Counsel; and Exhibit C – Summary of accounting professional and paraprofessional time and 

requested reimbursement of expenses by the Receivers accounting firm.  These exhibits as well 

as the narrative descriptions in this Application evidence the time and labor employed in 

processing this case. 
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The hourly rates charged by the attorneys and investigators providing services to the 

Receiver, as well as the Receiver's hourly rate, are below the customary rates of the attorneys 

working on this case and below those charged by attorneys of comparable skills in the Eastern 

District of Pennsylvania.  Moreover, those billing at the higher rates, including the Receiver, 

Senior Counsel, and the Kroll Managing Director continue to write off substantial time during 

which they have conducted oversight activities.   

As an accommodation to the SEC and investors, the Receiver and his counsel at Conrad 

O’Brien PC are billing at reduced rates at discounts of between 15% -- 30%.   These discounts 

represent a savings to the Receivership of more than $42,000.  Lastly, the Receiver’s Court-

approved accountants at Kroll are also billing at substantially reduced rates at an average 

discount of approximately 25%. 

The Receiver and his professionals’ compensation in this matter is subject to the final 

approval of this Court.  The Court should consider that the Receiver as well as his attorneys and 

accountants have assumed the risk of non-payment and/or substantial delay in payment in 

accepting the Court appointment.  Based on the foregoing, the Receiver respectfully submits that 

the compensation sought by the Receiver and his team is wholly warranted. 

 The total fee compensation requested by the Receiver and the Law Firm in this 

Application is $151,903.50 (See Exhibit B), and the total fee compensation requested by the 

Accountant in this Application is $54,726.9  (See Exhibit C), with both the Law Firm and 

Accountant acknowledging that such compensation is subject to a twenty percent (20%) 

holdback pending completion of the case.  The total expense compensation requested by the Law 

Firm in this Application is $3,360.42 (See Exhibit B, pp. 58-59).  

                                                 
9 This amount includes an invoice for $5,550.00 that pertains to the prior application period, but was inadvertently 
left out of the prior fee application.  Accordingly, a separate invoice for that amount has been included in Exhibit C, 
and has been added into Kroll’s total fee for the current fee application period.   
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 The following table includes a breakdown of the Receiver’s legal and accounting fees by 

activity category as defined by the SEC’s billing guidelines: 

 

 Activity Category Hours Fee Amount 

Asset Analysis and Recovery 207.4 $43,944.00 

Asset Disposition 61.2 $11,500.00 

Business Operations 7.5 $2,347.50 

Case Administration 372 $72,677.00 

Claims Administration and 
Objections 

103.3 $21,435.00 

Employee Benefits/Pensions 0 $0 

Totals 751.4 $151,903.50 

 

Activity Category Hours Fee Amount 

Accounting/Auditing 71.9 $12,471.00 

Forensic Accounting 176.85 $28,696.00 

Claims Administration and 
Objections 

9.1 $1,535.50 

Status Reports 9.2 $1,484.50 

Litigation Consulting 52.75 $10,539 

Totals 319.8 $54,726.00 
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WHEREFORE, the Receiver respectfully requests that the Court grant this Motion and 

thereby authorize the following: 

1. Payment to Conrad O’Brien P.C. in the amount of $121,522.80 for services 

performed through December 31, 2010, such payment representing eighty percent (80%) of its 

total fee of $151,903.50; 

2. Payment to Kroll, Inc. in the amount of $43,780.80 for services performed 

through December 31, 2010, such payment representing eighty percent (80%) of its total fee of 

$54,726.00; and 

3. Payment to Conrad O’Brien P.C. in the amount of $3,360.42 for expenses 

incurred through December 31, 2010. 

       

 

 

Respectfully submitted, 

 
Dated:  February 14, 2011 
       /s/ Kevin Dooley Kent    

       Patricia M. Hamill, Esquire 
       Kevin Dooley Kent, Esquire 
       Attorney I.D. Nos.: PA 48416/85962 
       Conrad O’Brien PC 
       1515 Market Street, 16th Floor 
       Philadelphia, PA 19102-1921 
       Telephone: (215) 864-9600 
       Facsimile: (215) 864-9620 
       Counsel for Louis C. Bechtle, Receiver 
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