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Attorneys for William A. Leonard, Jr., Receiver v § .

¢
UNITED STATES DIS}IRICT COURT

SOUTHERN DISTRICT OF CALIFORNIA!

UNITED STATES OF AMERICA, Case No. 04-cv.(( 84 L );3 JB)
Plaintiff, i‘m

RECEIVER’S INITTAL PRELIMINARY
REPORT

V.

L. DONALD GUESS: LESLIE S. BUCK;
DAVID JACQUOT: MONTE T. MELLON:
G. THOMAS ROBERTS; CHRIS G. EVANS:
NIGEL BAILEY: DOCTORS BENEFIT
INSURANCE COMPANY, LTD.; DOCTORS
BENEFIT HOLDING COMPANY:
DOCTORS INSURANCE SERVICES, INC.;
XELAN INVESTMENT SERVICES, INC
XELAN ANNUITY CO., LTD.: XELAN
ADMINISTRATIVE SERVICES, INC.
XELAN FOUNDATION, INC.: XELAN OF
TEXAS, INC.: XELAN, INC.; XELAN: THE
ECONOMIC ASSOCIATION OF HEALTH
PROFESSIONALS, INC.: PYRAMIDAL
FUNDING SYSTEMS, INC., dba XELAN
INSURANCE SERVICES; XELAN PENSION
EERVICES INC.; XELAN FINANCIAL

R

Date: December 3, 2004
Time: 1:30 p.m.
Judge: Honorable Larry Alan Burns

ANNING, INC,; EURO-AMERICAN
UST COMPANY; AMS TRUST

AN,LONG TERM CARE TRUST
XELAN.DISABILITY EQUITY TRUST
XELAN*MALPRACTIC E\%{IITY TRUST,
and XELAN MEDICAL SAVINGS EQUITY

TRUST,
Defendants. ( /
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TO ALL PARTIES AND THEIR ATTORNEYS OF RECORD:
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Please take notice that William E. Leonard as Receiver for the various xélan-related entities

hereby files this Initial Preliminary Report of the Receiver.

AN

Dated:  November 24, 2004
WILLIAM A

Receiver

Dated: November 24, 2004

LEONARD, JR.

SULLIVAN, HILL, LEWIN, REZ & ENGEL

A Professionzl Law Cprporation
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TamesF, Hl, Esq.
Doneld G. Rez, Esq.
liafm A. Leonard, Jt.,

Attormeys for Wil

Receiver
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INITIAL PRELIMINARY REPORT OF RECEIVER

The Temporary Receiver respectfully submits this initial report to advise the Court of his
preliminary observations and findings. Given the limited time the Receiver has had to assess the
situation and issues it is important to note the preliminary nature hereof.

1. On November 3, 2004, the Honorable Thomas J. Whelan signed an order entering a
Temporary Restraining Order and appointing William A. Leonard as Temporary Receiver over
several x¢lan related entities. On information and belief the order was served on all U.S. parties and
has been served on numerous financial institutions wherein estate funds may be located. The
Temporary Receiver was to take possession of the assets identified in Exhibit A to the Temporary
Restraining Order (Exhibit 1 to this report)-and to secure the premises wh.ere the defendants
maintained records that were the subject of the Order. The assets identified in Exhibit 1 included,
“all property” held by the defendants and listed 47 known accounts at several financial institutions.

2. Upon commencement of the Temporary Receivership, William A. Leonard entered
the San Diego offices of the defendants and systematically inventoried the fixed assets on the |
premises. That inventory is attached as Exhibit 2 to this report. The Receiver then personally
contacted the financial institutions to verify that funds on deposit were frozen and to value those
assets. A list of identified accounts is attached as Exhibit 3 hereto. Efforts to identify property are
ongoing and are detailed in the remainder of this initial report. In conjunction with the
commencement of the TRO the United States Government served a search warrant on the xélan
premises at 401 West A Street, Suite 2210. The Receiver has procured a detailed inventory of the
seized items and fully cooperated with the agents while they were on site and thereafter.

BACKGROUND

3. The civil action was brought by the United States against the above named defendants
for fraud and for the enjoinment of schemes designed to evade tax liabilities.
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