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FOR THE DISTRICT OF IDAHO

SECURITIES AND EXCHANGE Civ. No. 09-075-S-EJL
COMMISSION,
Plaintiff, The Honorable Edward J. Lodge
V.
DECLARATION OF
DAREN L. PALMER and TRIGON R. WAYNE KLEIN, RECEIVER
GROUP, INC.

R. WAYNE KLEIN, hereby makes this declaration under penalty of perjury and affirms

the following:

BACKGROUND

1. T was appointed by this Court on February 26, 2009 as the Receiver for Defendant Trigon
Group, Inc. and the assets of Defendant Daren L. Palmer, including his other companies
Blackrock Limited, LLC, Palmer Trading & Investments, LLC, Pinnacle Company, LLC,
and Canterbury Court Properties, LLC (the “Receivership Entities™).

2. At the request of the Securities and Exchange Commission, I conducted an analysis of the
patterns — by groups of investors — of investments made, distributions received to date,
and proposed distributions for those investors who are allowable claimants of funds

recovered by the Receiver to date. The methodology and results are described below.
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3. The Receiver has identified 32 investors who have allowable claim amounts. These
claims total $21,366,009.69." Receiver’s Notice of Final List of Allowable Claims,
Docket No. 77, July 12, 2010.
4. In light of the distribution plan proposed by the SEC, these 32 claimants can be divided
into three groups.

a. Six of the claimants have filed objections. None of these objectors would receive
funds from the initial distribution under the distribution plan proposed by the
SEC. This group will be labeled “Objectors.”

b. Two other claimants would receive no payments in the initial distribution under
the distribution plan proposed by the SEC. Neither of these claimants filed an
objection to the distribution plan. This group is labeled “Non-Objectors.”

c. Twenty-four claimants would receive funds in the initial distribution under the
distribution plan proposed by the SEC. None of the twenty-four are objecting to
the proposed distribution. This group is labeled “Recipients.”

5. T analyzed how each of these three groups fared under each of the following five criteria:

a. Source of Funds: Of the total amount invested in Trigon by all 32 allowable

claimants, I determined the amount and percentage of money given to Trigon that

derived from investors in each of the three groups.

' One of these claimants is not an “investor”; this claim relates to a construction lien. The total allowable claim on
Attachment F is $85,000.00 higher than the amount in Docket No. 77 because when distributions are paid, Claim
No. 2010 will be reduced by $85,000.00. This claimant agreed to waive $85,000.00 of his claim to assist another
investor.
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b. Prior Distributions: Of the total amount previously paid out in distributions to the

32 claimants (before the Receiver was appointed), I determined the amount and
percentage of those payments that went to the members of each group.

c. Allowable Claim Amount: Of the total amount of allowable claims, I determined

the amount and percentage of claims that came from members of each group.

d. Effect of SEC Proposal: If the SEC’s proposed distribution plan were adopted, I

determined how this distribution, added to prior distributions, would affect the
amount and percentage of distributions to members of each group.

e. Effect of Pro-Rata Distribution: Ifthe $2 million proposed to be distributed were

distributed on a straight pro-rata basis (without the use of any benchmarks), I
determined how this distribution, added to prior distributions, would affect the
amount and percentage of distributions to members of each group.

RESULTS OF ANALYSIS

6. Source of Funds: As shown by the chart attached as Attachment A:

a. The “Recipients” provided 29.16% of the total investment amount recognized by
the Receiver. ($10,621,217.90)

b. The “Objectors” provided 65.83% of the invested capital. ($23,980,000.00)

c. The “Non-Objectors” provided 5.01%. ($1,825,000.00).

7. Prior Distributions: The chart at Attachment B shows how prior payments of profits and

withdrawals of principal were distributed among the three groups:
a. The “Recipients” received 4.21% of prior distributions. ($629,917.90)

b. The “Objectors” received 84.98% of prior distributions. ($12,725,707.71)

(U8
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c. The “Non-Objectors” received 10.82% of prior distributions. ($1,619,583.00)

8. Allowable Claim Amount: Because the Objectors and Non-Objectors received prior

distributions greater than their proportionate share of funds invested, their proportionate
shares of the total allowable claim amount (Attachment C) are significantly smaller than
their percentage shares of the Source of Funds (Attachment A):
a. The “Recipients represent 46.58% of the Allowable Claim Amount.
($9,991,300.40)
b. The “Objectors” represent 52.47% of the Allowable Claim Amount.
($11,254,292.29)
c. The “Non-Objectors” represent .96% of the Allowable Claim Amount.
($205,417.00)

9. Effect of SEC Distribution Plan: The distribution plan proposed by the SEC would pay

all funds from the initial distribution to the “Recipient” group. When these funds are
added to the amounts paid out as distributions by Trigon and Yost (before appointment of
the Receiver), each group’s total distribution share would be as shown on Attachment D:
a. The “Recipients” would have received 15.49% of the total distributions.
($2,629,917.90)
b. The “Objectors” would have received 74.97% of the total distributions.
($12,725,707.71)
c. The “Non-Objectors” would have received 9.54% of the total distributions.

($1,619,583.00)
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10. Effect of Pro-Rata Plan: If the initial distribution amount were to be paid to all claimants

on a pro-rata basis, without any benchmark as sought by the SEC, the total distribution
amounts received by each groups would be as shown on Attachment E:
a. The “Recipients” would have received 9.20% of the total distributions paid.
($1,561,463.43)
b. The “Objectors” would have received 81.15% of the total distributions paid.
($13,775,009.58)
c. The “Non-Objectors” would have received 9.65% of the total distributions paid.
($1,638,735.20).
11. Attachment F is the spreadsheet showing the breakdown for each investor, by claim
number, divided into categories. This detailed information is the source of the data used
to create the pie charts in Attachments A — E.

Signed under penalty of perjury this 23" day of November, 2010.

R. WAYNE KLEIN, Receiver
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ATTACHMENT A
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ATTACHMENT B
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ATTACHMENT C
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ATTACHMENT D
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ATTACHMENT E
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Case 4

ATTACHMENT F
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