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UNITED STATES DISTR ICT COURT
SOUTHERN DISTR ICT OF M ISS ISS IPPI
NORTHERN DIVISION

ALYSSON MILLS, IN HER CAPACITY
AS RECEIVER FOR ARTHUR LAMAR
ADAMS AND MADISON TIMBER
PROPERTIES, LLC,

Case No. 3:18-cv-679
Arising out of Case No. 3:18-cv-252,
Securities and Exchange Commission v.
Arthur Lamar Adams and Madison
Timber Properties, LLC

Plaintiff,
v.

Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

MICHAEL D. BILLINGS and
MDB GROUP, LLC;
TERRY WAYNE KELLY, JR. and
KELLY MANAGEMENT, LLC;
and WILLIAM B. MCHENRY, JR. and
FIRST SOUTH INVESTMENTS, LLC,
Defendants.

MOTION FOR ENTRY OF CONSENT JUDGMENT
AND APPROVAL OF PROPOSE D SETTLEMENT WITH KELLY
Plaintiff Alysson Mills, in her capacity as the court-appointed receiver (the “Receiver”) for
Arthur Lamar Adams (“Adams”) and Madison Timber Properties, LLC (“Madison Timber”),
through undersigned counsel, respectfully files this Motion for Entry of Consent Judgment and
Approval of Proposed Settlement and states as follows:
The Receiver’s complaint
1.
On October 1, 2018, the Receiver filed a complaint against Michael D. Billings and MDB
Group, LLC; Terry Wayne Kelly, Jr. and Kelly Management, LLC; and William B. McHenry, Jr.
1
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and First South Investments, LLC. The complaint alleges the defendants received more than
$16,000,000 in Madison Timber “commissions.” The complaint seeks to return that money to the
Receivership Estate, to maximize funds available for distribution to victims.
2.
The Receiver wishes to resolve the Receivership Estate’s claims against each of the
defendants efficiently, to minimize time and expense to the Receivership Estate. The Receiver
offered to suspend further litigation against a defendant if the defendant agreed to 1) make a full
and complete financial disclosure, 2) commit to attempt to negotiate a settlement in good faith,
and 3) preserve assets pending negotiations. Terry Wayne Kelly, Jr. and Kelly Management, LLC
(“Kelly”) agreed.
3.
The Receiver and Kelly have now agreed to a proposed settlement, summarized herein,
that the Receiver recommends that the Court approve following appropriate notice and hearing.
Kelly’s finances
4.
The Receiver’s complaint alleges Kelly received net “commissions,” before taxes, of
$8,217,804 between 2010 and April 2018. When she filed her complaint, the Receiver did not
know whether Kelly would be capable of returning any of that money to the Receivership Estate.
The Receiver insisted on a full and complete financial disclosure by Kelly so that she could assess
whether settlement with Kelly is viable and prudent.
5.
The Receiver obtained from Kelly sworn financial disclosures and supporting
documentation, including federal and state income tax returns and supporting schedules and work
2
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papers for the years in question; operating agreements for limited liability companies of which
Kelly is a member; documentation pertaining to assets and liabilities for limited liability companies
of which Kelly is a member; documentation pertaining to life insurance policies of which Kelly is
a beneficiary or in which Kelly has an interest; and records for Kelly’s bank and retirement
accounts. The Receiver’s counsel also separately examined Kelly under oath regarding his
finances.
The Receiver’s proposed settlement with Kelly
6.
The Receiver and Kelly have undertaken extensive and thoughtful negotiations and the
Receiver is now satisfied that settlement with Kelly is in the Receivership Estate’s best interest.
7.
As a precondition to settlement, Kelly consents to the entry of a Consent Judgment
[Exhibit A] against him in the full amount of $8,217,804, reflecting the net “commissions,” before
taxes, that he received between 2010 and April 2018. The Receiver agrees, however, that she will
release Kelly from liability for the judgment if he complies with the proposed Settlement
Agreement [Exhibit B].
8.
The proposed Settlement Agreement provides that Kelly shall transfer the following assets
currently in his possession to the Receivership Estate:
•

$836,000 in cash currently sitting bank accounts, subject to a tax escrow;

•

$500,000 in proceeds from retirement accounts in Kelly’s name;

•

all proceeds from the liquidation of life insurance policies in Kelly’s name or to
which he is entitled to the cash value;

•

all proceeds from the liquidation of Kelly’s interest in 707, LLC;
3
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•

any proceeds Kelly receives for his interest in 315 Iona, LLC; and

•

Kelly’s interest in KAPA Breeze, LLC.

In addition to transferring the foregoing assets to the Receivership Estate, Kelly shall, among other
things:
•

execute a promissory note in the original principal amount of $400,000 due and
payable in two and a half years that may be prepaid in the amount of $100,000 if
paid in 365 days, $200,000 if paid in 547 days, or $300,000 if paid in 730 days;

•

restate his federal and state income tax returns for the years in question, as
permitted by law, and transfer 90% of any refunds received to the Receivership
Estate; and

•

cooperate with the Receiver’s ongoing efforts to recover money for the
Receivership Estate.
9.

The Receiver believes the foregoing1 represents a value of approximately $2,000,000 to
the Receivership Estate. The Receiver believes this amount exceeds any amount the Receiver
could obtain if she litigated her claim against Kelly to final judgment.
10.
If Kelly required the Receiver to litigate her claim against him to final judgment, Kelly
would be unable to pay the final judgment and likely would file for bankruptcy. If Kelly filed for
bankruptcy, the Receivership Estate would compete with other creditors for a share of Kelly’s
assets. The final judgment would be virtually uncollectable.

1

The foregoing is intended solely as a summary of the terms of the proposed Settlement Agreement. In all events,
the specific terms of the proposed Settlement Agreement and Consent Judgment shall control.
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11.
Furthermore, Mississippi law exempts qualified retirement plans and certain life insurance
proceeds from bankruptcy proceedings or collection by judgment creditors,2 meaning that Kelly’s
retirement accounts and life insurance policies would not be available to satisfy any final judgment
if he filed for bankruptcy or if the Receiver attempted to collect on the final judgment. The
Receiver can obtain these assets now only because Kelly has voluntarily agreed to transfer them
to the Receivership Estate.
12.
The Receiver would spend considerable time and money litigating her claim against Kelly
to final judgment. Kelly also would spend considerable time and money defending against the
Receiver’s claim. The time and money spent on litigation, which currently is being funded on an
hourly basis, is time and money the Receivership Estate would never recover.
13.
For all these reasons, the Receiver recommends settlement with Kelly on the proposed
terms now.
14.
In exchange for the value Kelly promises to give to the Receivership Estate, the proposed
Order Approving Settlement [Exhibit C] includes what is known as a “bar order” which would
bar any person or non-regulatory entity3 from asserting claims against Kelly arising out of, in
connection with, or relating to Madison Timber Properties, LLC. “Courts utilize bar orders if they
are both necessary to effectuate a settlement and ‘fair, equitable, reasonable, and in the best interest

2

MISS. CODE ANN. §§ 85-3-1(e), 85-3-11.
To be clear, the U.S. Attorney’s Office, the F.B.I., the S.E.C., and the Mississippi Secretary of State, among other
law enforcement bodies, are not affected by the proposed settlement. The Receiver does not purport to recommend
any settlement that would interfere with their separate work.
3
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of the Receivership Estate.’” S.E.C. v. Stanford Int’l Bank, Ltd., No. 3:09-cv-00298, 2017 WL
9989250, at *2 (N.D. Tex. Aug. 23, 2017). The Receiver believes the bar order is an effective way
to ensure maximum net recovery from Kelly that can be distributed equitably to investors through
the Receivership Estate.
The public’s interest
15.
The Receiver is mindful that victims of the Madison Timber Ponzi scheme have a
substantial interest in the Receiver’s claim against Kelly and the proposed resolution of it. The
Receiver believes it appropriate to allow interested parties an opportunity to be heard before the
proposed settlement is approved. The Receiver thus proposes the following:
•

The Court shall hold a hearing on the proposed settlement within 21 days, or as
the Court’s calendar allows.

•

The Court shall enter an Order Setting Hearing [Exhibit D] that shall be filed in
the Court’s public record for the cases styled Securities & Exchange Commission
vs. Adams, et al., No. 3:18-cv-00252 (S.D. Miss), and Alysson Mills vs. Michael
D. Billings, et al., No. 3:18-cv-00679 (S.D. Miss).

•

Victims or other interested parties who wish to submit comments or objections
shall do so at least five days prior to the Court’s hearing, either by submitting the
comments or objections to the Court or to the Receiver, who shall submit them to
the Court.

•

Victims or other interested parties who wish to address the proposed settlement at
the hearing shall be given an opportunity to be speak.

•

The Receiver shall provide victims a copy of the Order Setting Hearing; the
proposed Consent Judgment, Settlement Agreement, and Order Approving
Settlement; and instructions for submitting comments or objections via her
website and, separately, correspondence sent via U.S. Mail.
15.

The proposed notice and hearing will give victims and interested parties a full and fair
opportunity to be heard and will give the Court the benefit of their opinions as the Court assesses
6
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the proposed settlement’s merits. The Receiver believes the proposed notice and hearing is
efficient and desirable under the circumstances, given the particular interests at stake.4
______________________

WHEREFORE, the Receiver respectfully submits the foregoing for the Court’s
consideration and requests that the Court enter the proposed Order Setting Hearing so that the
proposed settlement may be presented and, if the Court agrees after notice and hearing, approved.

November 12, 2018
Respectfully submitted,
/s/ Lilli Evans Bass

/s/ Brent B. Barriere

BROWN BASS & JETER, PLLC
Lilli Evans Bass, Miss. Bar No. 102896
LaToya T. Jeter, Miss. Bar No. 102213
1755 Lelia Drive, Suite 400
Jackson, Mississippi 39216
Tel: 601-487-8448
Fax: 601-510-9934
bass@bbjlawyers.com
Receiver’s counsel

FISHMAN HAYGOOD, LLP
Admitted pro hac vice
Brent B. Barriere, Primary Counsel
Jason W. Burge
Kristen D. Amond
Rebekka C. Veith
201 St. Charles Avenue, Suite 4600
New Orleans, Louisiana 70170
Tel: 504-586-5253
Fax: 504-586-5250
bbarriere@fishmanhaygood.com
jburge@fishmanhaygood.com
kamond@fishmanhaygood.com
rveith@fishmanhaygood.com
Receiver’s counsel

4

The Receiver takes no position at this time on whether notice or hearing is appropriate prior to the Court’s approval
of possible future settlement with other parties.
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CERTIFICATE OF SERVICE
I certify that I electronically filed the foregoing with the Clerk of Court using the ECF
system which sent notification of filing to all counsel of record.
In addition, I have separately emailed a copy of the foregoing to:
Andy Taggart
Taggart, Rimes & Graham, PLLC
andy@trglawyers.com
Counsel for Michael D. Billings and MDB Group, LLC
Joseph “Whit” Cooper
Farese, Farese & Farese PA
wcooper@fareselaw.com
Counsel for Terry Wayne Kelly, Jr. and Kelly Management, LLC
Frank W. Trapp
Phelps Dunbar LLP
frank.trapp@phelps.com
Counsel for William B. McHenry, Jr. and First South Investments, LLC

Date: November 12, 2018

/s/ Brent B. Barriere
Admitted pro hac vice
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UNITED STATES DISTR ICT COURT
SOUTHERN DISTR ICT OF M ISS ISS IPPI
NORTHERN DIVISION

ALYSSON MILLS, IN HER CAPACITY
AS RECEIVER FOR ARTHUR LAMAR
ADAMS AND MADISON TIMBER
PROPERTIES, LLC,
Plaintiff,
v.

Case No. 3:18-cv-679
Arising out of Case No. 3:18-cv-252,
Securities and Exchange Commission v.
Arthur Lamar Adams and Madison
Timber Properties, LLC
Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

MICHAEL D. BILLINGS and
MDB GROUP, LLC;
TERRY WAYNE KELLY, JR. and
KELLY MANAGEMENT, LLC;
and WILLIAM B. MCHENRY, JR. and
FIRST SOUTH INVESTMENTS, LLC,
Defendants.

PROPOSED CONSENT JUDGMENT
Before the Court is the Motion for Entry of Consent Judgment and Approval of Proposed
Settlement filed by Plaintiff Alysson Mills, in her capacity as the court-appointed receiver (the
“Receiver”) for Arthur Lamar Adams (“Adams”) and Madison Timber Properties, LLC
(“Madison Timber”). The motion was filed in the case styled Alysson Mills vs. Michael D.
Billings, et al., No. 3:18-cv-679 (S.D. Miss) (“Recruiter lawsuit”), itself arising out of Securities
and Exchange Commission v. Arthur Lamar Adams and Madison Timber Properties, LLC, No.
3:18-cv-252 (S.D. Miss) (“S.E.C. lawsuit”).
The motion asks the Court to approve the Receiver’s proposed settlement with Terry
Wayne Kelly, Jr. and Kelly Management, LLC (“Kelly”), a defendant in the Recruiter lawsuit.
After notice and hearing, and after having considered the filings and arguments of counsel, the
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Court granted the motion. The Court found that the Settlement Agreement is adequate, fair,
reasonable, and equitable, and that it should be approved. An Order Approving Settlement has
been filed in the Court’s public record for both the Recruiter lawsuit and the S.E.C. lawsuit.
As requested by the motion, and consistent with the approved Settlement Agreement, the
Court ORDERS:
Consent judgment is entered in favor of the Receiver and against Kelly in the full amount
of $8,217,804, reflecting the net “commissions,” before taxes, that Kelly received between 2010
and April 2018.

DATED: _____________

________________________________
Honorable Carlton W. Reeves
United States District Judge
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SETTLEMENT AGREEMENT

.THIS SETTLEMENT AGREEMENT ("Agreement") is entered into on this^^"oay of
2018, by and between Alysson L. Mills ("Ms. Mills"! in her capacity as the Receiver
for the estate of Arthur Lamar Adams ("Adams") and Madison Timber Properties, LLC
("Madison Timber"") (the "Receiver") and Terry Wayne Kelly ("Kelly") and Kelly Management,
LLC ("Kellv Management") (jointly, the "Kellv Parties"). The Receiver and the Kelly Parties
are sometimes collectively referred to as the "Parties."
RECITALS

A. WHEREAS, on April 20, 2018, the United States Securities and Exchange Commission
(the "SEC") filed a Complaint against Adams and Madison Timber alleging violations of
Section 17(a) of the Securities Act of 1933, Section 10(b) of the Securities Exchange Act

of 1934, and Rule lOb-5 thereunder, Northern Division (the "SEC Litigation") Case No.
3;18-cv-00252-CWR-FKB in the United States District (3ourt for the Southern District of

Mississippi (the "District Court").
B. WHEREAS, on May 1, 2018, the United States Attorney for the Southern District of
Mississippi charged Adams with two counts of wire fraud in violation of 18 U.S.C.
§ 1343 and one coimt of bank fraud in violation of 18 U.S.C. § 1344, in Case No. 3:18cr-00088-CWR-LRA in the United States District Court for the Southern District of

Mississippi, Northern Division.

C. WHEREAS, on Jxme 22, 2018, United States District Judge Carlton W. Reeves
appointed Ms. Mills to serve as Receiver of Adams and Madison Timber's estate (the
"Receivershit) Estate"). Among Ms. Mills's powers and duties as Receiver is the power
to sue for and collect, recover, receive or take into possession from third parties any
assets traceable to assets of the Receivership Estate.
D. WHEREAS, on October 1, 2018, the Receiver filed a complaint against certain persons
who recruited investors for Madison Timber, including the Kelly Parties, alleging
fraudulent transfers under the Mississippi Uniform Fraudulent Transfer Act and unjust
enrichment in the matter styled Alysson L. Mills, in her capacity as Receiverfor Arthur
Lamar Adams and Madison Timber Properties, LLC v. Michael D. Billings, et al. Case
No. 3:18-cv-00679-CWR-FKB, in the United States District Court for the Southern

District of Mississippi, Northern Division (the "Recruiter Litigation").

E. WHEREAS, in the Recruiter Suit, the Receiver sought damages against Kelly and Kelly
Management estimated by the Receiver to be not less than $8,217,804 and representing
"commissions," fees, and other such payments they received fi-om Madison Timber,
minus the amount of any commissions, fees, or other such payments Kelly and Kelly
Management made to persons who introduced potential investors and who are referred to
as "sub-recruiters."

Page 1 of7
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F. WHEREAS, on October 5, 2018, the Kelly Parties provided the Receiver with a
Financial Disclosure Form signed by Terry Wayne Kelly attesting to all of his assets and
liabilities as of that date.
G. WHEREAS, in order to avoid the expense, burden, and delay of further litigation and
without admitting or acknowledging any liability, and subject to the entry of an order of
the District Court approving this Agreement, and authorizing and directing the Parties’
performance of their obligations hereunder, as more fully described below, the Parties
now wish to effect a full and complete resolution and settlement of all claims and
defenses, and freely and voluntarily enter into this Agreement for that purpose.
H. WHEREAS, this Agreement is intended to resolve and release the claims by the
Receiver against the Parties to this Agreement, including Kelly and Kelly Management,
but does not settle or compromise the claims made by the Receiver against non-parties,
including, without limitation, Michael D. Billings; MDB Group, LLC; William B.
McHenry, Jr.; and First South Investments, LLC, who are additional defendants in the
Recruiter Suit.
I.

WHEREAS, this Agreement contemplates the settlement of the Receiver’s claims
against Defendants in exchange for a consent judgment entered against Kelly and Kelly
Management, jointly and severally, in the amount of $8,217,804 and an agreement by the
Receiver that, if Kelly and Kelly Management comply with certain terms of this
Agreement, the Receiver will seek to collect that judgment only from: a cash payment in
the amount of $836,000.00; a payment of not less than $500,000 drawn from the
liquidation of Kelly’s retirement accounts; all proceeds from the liquidation of life
insurance policies in Kelly’s name or to which he is entitled cash value; assignments of
interests by Kelly and/or Kelly Management to the Receiver of membership interests in
certain limited liability companies; a promissory note to be executed by Kelly; the
proceeds, if any, obtained from any insurance policies issued in the name of Kelly or
Kelly Management that provide coverage for any amount of the consent judgment; and
any income tax refunds received by Kelly and/or Kelly Management for the tax years
2010-2018.

AGREEMENT
NOW, THEREFORE, in consideration of the mutual covenants contained herein, the
receipt and sufficiency of which are acknowledged, the Parties hereby agree as follows:
Definitions
1. The “Approval Order” shall mean an order of the District Court entered in the Recruiter
Litigation and SEC Litigation approving the settlement by and between the Receiver and
the Kelly Parties and the Receiver’s execution of this Agreement and performances by
her obligation hereunder.

Page 2 of 7
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2. The “Effective Date” shall mean the date on which the Court enters the Approval Order
and Consent Judgment. In the event the Approval Order and Consent Judgment are not
entered on the same day, the date of entry of the Approval Order shall be the Effective
Date.
3. The “Financial Disclosures” shall mean the Financial Disclosure form signed by Terry
Wayne Kelly and provided to the Receiver on October 5, 2018, the deposition of Terry
Wayne Kelly on November 1, 2018, as well as any written and signed supplements
provided to the Receiver through the date this Agreement is executed.
4. The “lona Collateral Assignment” shall mean an assignment, in form and substance
satisfactory to the Receiver in her sole discretion, of the membership interest (including
any distribution in connection with such membership interest) in 315 lona, LLC owned
by the Kelly Parties.
5. The “Life Insurance Policies” shall mean any life insurance policies for which Kelly may
receive any cash value including, without limitation, the following:

a. American General Life Insurance Company Policy No. UM0078615L
b. Mutual of Omaha Life Insurance Policy No. UA904043 1
c. The Guardian Life Insurance Company of America Policy No. U32 1700
d. Hartford Life and Annuity Insurance Company Policy No. VL3 124966
6. The “Promissory Note” shall mean a promissory note in the original principal amount
and in form and substance satisfactory to the Receiver but which shall contain the
following provisions:
a. The Note shall be in the original principal amount of Four Hundred Thousand and
no/l00 ($400,000.00) Dollars and bearing interest at the rate of five (5%) percent
per annum with all principal and interest due and payable on that date which
occurs nine hundred and twelve (912) days after the Effective Date.
b. The Promissory Note may be repaid in full by the delivery to the Receiver of a
“Note Prepayment.”
c. As used herein, the term “Note Prepayment” shall mean (i) during that period
conunencing on the Effective Date and ending on that date which occurs Three
Hundred Sixty Five (365) Days after the Effective Date, the sum of One Hundred
Thousand and no/l00 ($100,000.00) Dollars; (ii) during that period commencing
on the date which occurs Three Hundred Sixty Five (365) Days after the Effective
Date and ending on that date which occurs Five Hundred Forty Seven (547) Days
after the Effective Date, the sum of Two Hundred Thousand and no/l0O
($200,000.00) Dollars; and (iii) during that period which occurs Five Hundred
Page 3 of 7
I 376369v.5

Case 3:18-cv-00679-CWR-FKB Document 34-2 Filed 11/12/18 Page 4 of 12

Forty Seven (547) Days after the Effective Date and ending Seven Hundred
Thirty (730) Days after the Effective Date, the sum of Three Hundred Thousand
and no/100 ($300,000.00) Dollars.
7. The “Retirement Accounts” shall mean any individual retirement account, annuities,
401K accounts and any like accounts of which Kelly or Kelly Management are either the
named account holder or beneficiary including without limitation the following accounts:
a. Merrill Lynch Account No. 535-22065
b. Merrill Lynch Account No. 535-19340
c. NY Life Securities Account No. N60-0 13030
8. The “Stub Period” shall mean the period of January 1, 2018 through April 30, 2018.
9. The “Tax Authorities” shall be, collectively, the Internal Revenue Service, the
Mississippi Department of Revenue and any other state or local tax authority with
jurisdiction to levy any tax on income earned by Kelly or Kelly Management during the
Stub Period.
10. The “Tax Escrow” shall mean the escrow account to be established by the Receiver and
Kelly as more fully detailed in Section 2(a)(i) hereof.
11. The “Tender Date” shall mean that date which occurs twenty (20) days after the Effective
Date unless such date is not a business day in which event the Tender Date shall be the
next business day.
AGREEMENT
1.
Consent Judgment. The Receiver, Kelly, and Kelly Management will jointly
move the Court for the entry of a consent judgment in the Recruiter Litigation in favor of the
Receiver in the amount of $8,217,804 (the “Consent Judgment”) and substantially in the form
attached hereto as Exhibit A.
Settlement Assets.
2.
Kelly shall deliver to the Receiver, the following assets
which are hereafter sometimes referred to collectively as the “Settlement Assets”:

a. Cash Payment. On or before the Tender Date, the Kelly Parties shall pay to the
Receiver in immediately available funds the sum of Eight Hundred Thirty-Six
Thousand and no/100 ($836,000) Dollars.
i. Tax Escrow. A tax escrow in the amount of the Kelly Defendant’s
estimated federal and state tax liability for income earned by one or both
of them during the Stub Period (the “Stub Period Estimated Liability”), as
determined by a qualified tax accountant approved by both Parties, shall
be established at a financial institution acceptable to the Parties. Any
Page 4 of 7
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withdrawal from the Tax Escrow shall require the written consent of all
Parties, which consent shall not be unreasonably withheld.
a. The Tax Escrow shall be funded by a cash deposit by the Kelly
Parties in the amount of Twenty Five Thousand and no/l00
($25,000.00) Dollars and the Receiver shall deposit the difference,
if any, between the Stub Period Estimated Liability and the sum of
Twenty Five Thousand and no/lOO ($25,000.00) Dollars.
b. In the event that the returns filed with the Tax Authorities
represent that there is no income tax due for the Stub Period, or
that the actual tax due for liability for the Stub Period is less than
the Stub Period Estimated Liability, the Tax Escrow, or such part
of the Tax Escrow which is not paid to Tax Authorities, shall be
disbursed to Kelly and the Receiver with such disbursement being
allocated in proportion to their respective deposits to the Tax
Escrow.
c. Any refund by one or more of the Tax Authorities of funds
fonnerly on deposit in the Tax Escrow shall be allocated between
the Receiver and Kelly in proportion to their respective deposits to
the Tax Escrow.
d. The accountant retained to calculate the Tax Escrow shall be
mutually acceptable to and jointly retained by the Receiver and
Kelly, but all fees payable for the accountant services shall be paid
solely by Kelly.
e. Kelly may retain an accountant of his choosing to prepare filings
with Tax Authorities. Copies of all such filings and supporting
work papers shall be provided to the Receiver on the same date as
the filing is made with the Tax Authorities.

b. Retirement Account Payment. Immediately following entry of the Approval
Order, Kelly and Kelly Management shall liquidate the Retirement Accounts and
shall deliver to the Receiver from the proceeds of the liquidation, the sum of Five
Hundred Thousand and no/lOO ($500,000.00) Dollars. Such payment shall be
delivered to the Receiver on or before the Tender Date; provided, however, that it
shall not constitute a default of this Agreement by Kelly and Kelly Management if
they provide documentation reasonably acceptable to the Receiver demonstrating
that funds from Liquidation of the Retirement Accounts will not be released to
Kelly Parties prior to the Tender Date. In such event, funds shall be paid to the
Receiver within five (5) days of receipt of such funds by the Kelly Parties.
c. Life Insurance Proceeds. Within five (5) days of the Effective Date, the Kelly
Parties shall take all acts and submit all documents necessary to liquidate the
Insurance Policies. All funds received from liquidation of Insurance Policies shall
Page 5 of 7
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be delivered to the Receiver within five (5) days of receipt thereof by the Kelly
Parties. Tn addition to the proceeds from liquidation of the Life Insurance
Policies, Defendants shall provide to the Receiver copies of each policy and all
writings related in any way to liquidation of the Life Insurance Policies including
notices advising of amounts payable under the Insurance Policies and projected
dates of payment.
d. KAPA Breeze Assignment. On the Effective Date, the Kelly Parties shall assign
to the Receiver the membership interest held by Kelly andJor Kelly Management
in KAPA Breeze, LLC.

e. 707 Payment. On the Effective Date, the Kelly Parties shall transfer to the
Receiver all proceeds from the liquidation of the membership interest in 707, LLC
held by Kelly and/or Kelly Management.
f.

315 lona Assignments. On the Effective Date, the Kelly Parties shall transfer to
the Receiver all proceeds from the liquidation of the membership interest in 315
lona, LLC held by Kelly and/or Kelly Management.

g. Promissory Note. On the Effective Date, the Kelly Parties shall execute and
deliver to the Receiver the Promissory Note.
i. Default under the Promissory Note. In the event of default in payment
of the Promissory Note, the Receiver shall be entitled to exercise all
remedies to compel payment of whatever amounts and obligations are
outstanding under the Note, but default in payment of the Note shall not
entitle the Receiver to collect the balance of the Settlement Payment.
h. Income Tax Refunds. Kelly Parties shall restate his income tax returns for all
available years, including, at a minimum, the years 2015-2017. Should Kelly
receive an income tax refund from restating his tax returns, or from filing his tax
return during the year 2018, that refund shall be used to repay all costs or fees
incurred by any party to obtain the refund, and 90% of any remaining refund shall
be paid to the Receiver within five days of receipt.
3.

Covenants of the Parties.
a. Filing and prosecution of motion. Immediately filing execution of this
Agreement, the Parties shall file such pleadings and, thereafter, shall take such
action as may be necessary or appropriate to obtain the entry of the Approval
Order and Consent Judgment.
b. Channeling Injunction. The Receiver and Kelly Parties shall request that the
District Court permanently enjoin the filing of any action against the Kelly Parties
which arises out of or in any way relates to Madison Timber or the marketing of
investments in Madison Timber. The Receiver shall use her best efforts to obtain
such an injunction, but the Kelly Parties shall not be relieved of any of their
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obligations hereunder should the Court or any appellate court deny its requested
injunction. Notwithstanding the foregoing, if, in the reasonable judgment of the
Receiver, a ruling by an appellate court entered following execution of the
Agreement indicates that a Channeling Injunction may not be entered, the
Receiver will be under no further obligation to seek the entry of such an
injunction.
c. Cooperation. In addition to paying to the Receiver the Settlement Payment,
Kelly shall use his best efforts to cooperate with the Receiver in the following
ways:
i. Restatement of Tax Return. Kelly shall use his best efforts to restate his
income tax returns for all available years, including, at a minimum, the
years 2015-2017. Should Kelly obtain an opinion of a tax accountant,
acceptable to both parties, that restatement of his tax returns is not allowed
under applicable law, he may cease further efforts to restate his income tax
returns.
ii.

Provision of Tax Return. The Kelly Parties shall provide to the
Receiver copies of their respective 2018 federal and state tax returns and
all attachments to those returns immediately following filing.

iii.
Information as to Sub Recruiters. The Kelly Parties shall
confirm amounts paid by either of them to persons who recruited investors
for Madison Timber, the identity of those persons, and any other
information pertaining to transactions involving those persons and
Madison Timber.
iv.
Insurance Policies; Cooperation. The Kelly Parties shall
cooperate with the Receiver in seeking to collect upon any applicable
insurance policies, including providing documentation, executing claim
forms, responding to requests for information, corresponding or speaking
with agents, and any other steps that may be reasonably requested by the
Receiver in connection with the submission of insurance claims.

v.

Other Assistance. The Kelly Parties shall cooperate and provide
any assistance as may be requested by the Receiver, including, without
limitation, appearing for interviews, depositions, or trial testimony as may
be requested by the Receiver upon reasonable notice.

4.
Collection from Insurance Policies. Provided the Kelly Parties satisf’ all the
provisions of the Agreement, including the tender of the funds and other property set forth in
Paragraph 2(a)-(h) above, the Receiver shall seek to collect the balance of the Consent Judgment
from any applicable insurance policies. The Kelly Parties shall cooperate with the Receiver in
seeking to collect upon any applicable insurance policies.
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5.
Release of the Kelly Parties. Effective upon the Receiver’s receipt of all of the
Settlement Assets (including delivery to the Receiver of the executed Promissory Note but not
payment of the Promissory Note), the Receiver individually and on behalf of the Receivership
Estate, and all other persons who may assert claims on her behalf (hereinafter, jointly “Receiver
Releasors”) shall release, acquit and forever discharge Terry Wayne Kelly and Kelly
Management, LLC, their heirs successors and assigns, (hereinafter “Kelly Released Parties”)
from any and all claims, demands, causes of action and obligations of any type or description,
whether known or unknown, existing or contingent, whether arising in tort or contract which
Receiver Releasors have or may have against any one or more of the Kelly Released Parties. The
Receiver specifically reserves (a) any and all claims, demands and causes of action she has
asserted or could assert against any other defendant in the Recruiter Suit and all other persons
and entities other than the Kelly Parties and (b) any and all claims, demands and causes of action
she has or may have with respect to the Promissory Note.
6.
Release by Defendants. The Kelly Parties, individually and collectively, do
hereby release, acquit and forever discharge the Receiver, the Receivership Estate, their
attorneys, accountants, representatives, members, employees, affiliates, and all other persons for
whom they might be liable (collectively the “Receiver Released Persons”) of any and all claims,
demands, causes of action and obligations of any type or description, whether known or
unknown, existing or contingent, whether arising in tort or contract which one or more of the
Kelly Parties has or may have against any one or more of the Receiver Released Persons.
Event of Default by the Kelly Parties. Any of the following shall constitute an
7.
event of default by the Kelly Parties:
a. The Kelly Parties fail to transfer timely any of the Settlement Assets to the
Receiver.
b. The Kelly Parties fail to make timely filings required by this Agreement.
c. The Kelly Parties fail to perform any of the Covenants or other obligations
imposed upon them by this Agreement.
d. The Kelly Parties have made a material misrepresentation or omission in
connection with the Financial Disclosures.
8.
Remedies Upon Occurrence of an Event of Default. Upon the occurrence of an
Event of Default, the Receiver shall give not less than seven (7) days written notice to the Kelly
Parties by electronic mail and addressed to the Kelly Parties through their counsel of record in
the Recruiter Litigation. The Kelly Parties shall have seven (7) days from the date of issuance of
such notice to cure the Event of Default. Should they fail to cure timely, the Receiver may
declare the Consent Judgment immediately due and payable (less the amount of payments, if
any, received by the Receiver) and may, thereafter, employ all remedies and procedures to
collect upon the Consent Judgment; provided, however, that if the default by the Kelly Parties is
limited solely to default in payment of the Promissory Note, the Receiver shall only be entitled to
recover the balance due on the Promissory Note including such attorney’s fees and expenses as
may be stated in the Promissory Note.
Page 8 of 7
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9.
Approval of the District Court. The Parties recognize that the Receiver’s
performance of the Receiver’s obligations hereunder is contingent upon the District Court (the
“Approval Order”). This Agreement shall automatically terminate, without further acts by either
of the Parties, upon the Court entering an order denying entry of the Approval Order.
10.
Entire Agreement; Amendments; Waivers. This Agreement, including all
agreements referenced herein, constitutes the entire agreement of the Parties solely with regard to
the subject matter hereof. This Agreement may only be modified or amended by an instrument in
writing signed by all Parties. No waiver of any condition hereunder shall be effective unless
effected by an instrument in writing signed by all Parties. No Party to this Agreement has relied
upon any representations of any other Party not expressly contained in this Agreement. In
particular, the Receiver makes no representations about whether any court will enter a bar order
or channeling injunction, and none of the obligations in this Agreement are contingent in any
way on any court entering or maintaining any bar order or channeling injunction.
11.
Governing Law. This Agreement, as well as all matters in dispute between the
Parties, whether arising from or relating to this Agreement or arising from or relating to alleged
extra-contractual facts prior to, during or subsequent to this Agreement, including fraud,
misrepresentation, negligence, or any other alleged tort or violation of this Agreement, regardless
of the legal theory upon which such matter is asserted, is to be governed by, construed under, and
enforced in accordance with the laws of the United States and the State of Mississippi without
regard to any conflicts of laws principles that would require the application of any other laws.
The District Court shall retain jurisdiction to enforce the terms of this Agreement and to
adjudicate any disputes arising in relation thereto provided.

12.
Binding Effect. This Agreement shall inure to the benefit of the Parties hereto
and shall be binding upon each of them, and their heirs, estates, assigns, representatives and
successors.
13.
Further Assurances. Each of the parties, without further consideration, agrees to
execute and deliver such other documents and take such other action as may be necessary to
consummate more effectively the subject matter hereof.
14.
Rules of Construction. The Parties have participated jointly in the negotiation
and drafting of this Agreement. In the event an ambiguity or question of intent or interpretation
arises, this Agreement is to be construed as if drafted jointly by the Parties and no presumption
or burden of proof is to arise favoring or disfavoring any Party by virtue of the authorship of any
of the provisions of this Agreement.
15.
Counterparts; Execution of Agreement. The Parties are permitted to execute
this Agreement in one or more counterparts, each of such counterparts is to be deemed to be an
original copy of this Agreement, and all of which, when taken together, are to be deemed to
constitute one and the same instrument. The exchange of copies of this Agreement and of
signature pages by facsimile, electronic mail, or other electronic transmission constitutes
effective execution and delivery of this Agreement as to the Parties. Signatures of the Parties
transmitted by facsimile, electronic mail, or other electronic transmission are to be deemed to be
their original signatures for all purposes.
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[Signatures on Following Page]

Page 10 of 7
l376369v.5

Case 3:18-cv-00679-CWR-FKB Document 34-2 Filed 11/12/18 Page 11 of 12

Dated the day first above written.

Alysson L. Mills, in her capacity as Receiver
for the estate of Arthur Lamar Adams and
Madison Timber Properties, LLC.

TERRYNE KELLY

Ter’ne Kelly, asle member and
manager of Kelly Management, LLC
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UNITED STATES DISTR ICT COURT
SOUTHERN DISTR ICT OF M ISS ISS IPPI
NORTHERN DIVISION

SECURITIES AND EXCHANGE
COMMISSION
Plaintiff,

Case No. 3:18-cv-252

Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

v.
ARTHUR LAMAR ADAMS AND
MADISON TIMBER PROPERTIES, LLC
Defendants.

ALYSSON MILLS, IN HER CAPACITY
AS RECEIVER FOR ARTHUR LAMAR
ADAMS AND MADISON TIMBER
PROPERTIES, LLC,
Plaintiff,
v.

Case No. 3:18-cv-679
Arising out of Case No. 3:18-cv-252,
Securities and Exchange Commission v.
Arthur Lamar Adams and Madison
Timber Properties, LLC
Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

MICHAEL D. BILLINGS and
MDB GROUP, LLC;
TERRY WAYNE KELLY, JR. and
KELLY MANAGEMENT, LLC;
and WILLIAM B. MCHENRY, JR. and
FIRST SOUTH INVESTMENTS, LLC,
Defendants.

PROPOSED ORDER APPROVING SETTLEMENT

Exhibit C
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Before the Court is the Motion for Entry of Consent Judgment and Approval of Proposed
Settlement filed by Plaintiff Alysson Mills, in her capacity as the court-appointed receiver (the
“Receiver”) for Arthur Lamar Adams (“Adams”) and Madison Timber Properties, LLC
(“Madison Timber”). The motion was filed in the case styled Alysson Mills vs. Michael D.
Billings, et al., No. 3:18-cv-679 (S.D. Miss) (“Recruiter lawsuit”), itself arising out of Securities
and Exchange Commission v. Arthur Lamar Adams and Madison Timber Properties, LLC, No.
3:18-cv-252 (S.D. Miss) (“S.E.C. lawsuit”).
The motion asks the Court to approve the Receiver’s proposed settlement with Terry
Wayne Kelly, Jr. and Kelly Management, LLC (“Kelly”), a defendant in the Recruiter lawsuit.
After notice and hearing, and after having considered the filings and arguments of
counsel, the Court GRANTS the motion.
BACKGROUND
The Receiver’s complaint
On October 1, 2018, the Receiver filed a complaint against Michael D. Billings and MDB
Group, LLC; Terry Wayne Kelly, Jr. and Kelly Management, LLC; and William B. McHenry, Jr.
and First South Investments, LLC. The complaint alleges the defendants received more than
$16,000,000 in Madison Timber “commissions.” The complaint seeks to return that money to the
Receivership Estate, to maximize funds available for distribution to victims.
The Receiver offered to suspend further litigation against a defendant if the defendant
agreed to 1) make a full and complete financial disclosure, 2) commit to attempt to negotiate a
settlement in good faith, and 3) preserve assets pending negotiations. Terry Wayne Kelly, Jr.
and Kelly Management, LLC (“Kelly”) agreed.

2
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Kelly’s finances
The Receiver obtained from Kelly sworn financial disclosures and supporting
documentation, including federal and state income tax returns and supporting schedules and
work papers for the years in question; operating agreements for limited liability companies of
which Kelly is a member; documentation pertaining to assets and liabilities for limited liability
companies of which Kelly is a member; documentation pertaining to life insurance policies of
which Kelly is a beneficiary or in which Kelly has an interest; and records for Kelly’s bank and
retirement accounts. The Receiver’s counsel also separately examined Kelly under oath
regarding his finances.
The Receiver and Kelly undertook extensive and thoughtful negotiations and the
Receiver concluded that settlement with Kelly is in the Receivership Estate’s best interest.
The Receiver’s proposed settlement with Kelly
As a precondition to settlement, Kelly consents to the entry of a Consent Judgment
[Exhibit A to the Receiver’s Motion] against him in the full amount of $8,217,804, reflecting the
net “commissions,” before taxes, that he received between 2010 and April 2018. The Receiver
agrees, however, that she will release Kelly from liability for the judgment if he complies with
the proposed Settlement Agreement [Exhibit B to the Receiver’s Motion].
The proposed Settlement Agreement provides that Kelly shall transfer the following
assets currently in his possession to the Receivership Estate:
•

$836,000 in cash currently sitting bank accounts, subject to a tax escrow;

•

$500,000 in proceeds from retirement accounts in Kelly’s name;

•

all proceeds from the liquidation of life insurance policies in Kelly’s name or to
which he is entitled to the cash value;

•

all proceeds from the liquidation of Kelly’s interest in 707, LLC;
3
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•

any proceeds Kelly receives for his interest in 315 Iona, LLC; and

•

Kelly’s interest in KAPA Breeze, LLC.

In addition to transferring the foregoing assets to the Receivership Estate, Kelly shall, among
other things:
•

execute a promissory note in the original principal amount of $400,000 due and
payable in two and a half years that may be prepaid in the amount of $100,000 if
paid in 365 days, $200,000 if paid in 547 days, or $300,000 if paid in 730 days;

•

restate his federal and state income tax returns for the years in question, as
permitted by law, and transfer 90% of any refunds received to the Receivership
Estate; and

•

cooperate with the Receiver’s ongoing efforts to recover money for the
Receivership Estate.

The Receiver has advised the Court that the foregoing1 represents a value of
approximately $2,000,000 to the Receivership Estate. The Receiver believes this amount exceeds
any amount the Receiver could obtain if she litigated her claim against Kelly to final judgment.
The Court and the Receiver are mindful that if Kelly required the Receiver to litigate her
claim against him to final judgment, Kelly would be unable to pay the final judgment and likely
would file for bankruptcy. If Kelly filed for bankruptcy, the Receivership Estate would compete
with other creditors for a share of Kelly’s assets.

The final judgment would be virtually

uncollectable.
Furthermore, Mississippi law exempts qualified retirement plans and certain life
insurance proceeds from bankruptcy proceedings or collection by judgment creditors,2 meaning
that Kelly’s retirement accounts and life insurance policies would not be available to satisfy any
final judgment if he filed for bankruptcy or if the Receiver attempted to collect on the final

1

The foregoing is intended solely as a summary of the terms of the proposed Settlement Agreement. In all events,
the specific terms of the proposed Settlement Agreement and Consent Judgment shall control.
2
MISS. CODE ANN. §§ 85-3-1(e), 85-3-11.
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judgment. The Receiver can obtain these assets now only because Kelly has voluntarily agreed to
transfer them to the Receivership Estate.
The Receiver would spend considerable time and money litigating her claim against
Kelly to final judgment. Kelly also would spend considerable time and money defending against
the Receiver’s claim. The time and money spent on litigation, which currently is being funded
on an hourly basis, is time and money the Receivership Estate would never recover.
For all these reasons, the Receiver recommends settlement with Kelly on the proposed
terms now, and the Court accepts her recommendation.
In exchange for the value Kelly promises to give to the Receivership Estate, Kelly shall
receive what is known as a “bar order” which shall bar any person or non-regulatory entity from
asserting claims against Kelly arising out of, in connection with, or relating to Madison Timber
Properties, LLC. “Courts utilize bar orders if they are both necessary to effectuate a settlement
and ‘fair, equitable, reasonable, and in the best interest of the Receivership Estate.’” S.E.C. v.
Stanford Int’l Bank, Ltd., No. 3:09-cv-00298, 2017 WL 9989250, at *2 (N.D. Tex. Aug. 23,
2017). The Receiver believes a bar order is an effective way to ensure maximum net recovery
from Kelly that can be distributed equitably to investors through the Receivership Estate, and the
Court agrees.
The public’s interest
The Court, mindful that victims of the Madison Timber Ponzi scheme have a substantial
interest in the Receiver’s claim against Kelly and the proposed resolution of it, allowed
interested parties an opportunity to be heard before the proposed settlement was approved.
The Court entered an Order Setting Hearing, filed in the Court’s public record for the
cases styled Securities & Exchange Commission vs. Adams, et al., No. 3:18-cv-252 (S.D. Miss),
5
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and Alysson Mills vs. Michael D. Billings, et al., No. 3:18-cv-679 (S.D. Miss). The Order
Setting Hearing instructed the Receiver to provide victims a copy of the Order Setting Hearing;
the proposed Consent Judgment, Settlement Agreement, and Order Approving Settlement; and
instructions for submitting comments or objections via her website and, separately,
correspondence sent via U.S. Mail.
Victims or other interested parties who wished to submit comments or objections were
advised to do so at least five days prior to the Court’s hearing, either by submitting the comments
or objections to the Court or to the Receiver, who submitted them to the Court. Victims or other
interested parties who wished to address the proposed settlement at the hearing were given an
opportunity to be speak.
The Court is satisfied that the notice and hearing provided gave victims and interested
parties a full and fair opportunity to be heard and gave the Court the benefit of their opinions as
the Court assessed the proposed settlement’s merits. The notice and hearing provided was
efficient and desirable under the circumstances, given the particular interests at stake.3
ORDER
After notice and hearing, and after having considered the filings and arguments of
counsel, the Court finds that the terms of the Settlement Agreement are adequate, fair,
reasonable, and equitable; and that a bar order is appropriate. The Settlement Agreement should
be and is hereby APPROVED.
Accordingly, the Court hereby ORDERS as follows:

3

The Court takes no position on whether notice or hearing is appropriate prior to the Court’s approval of possible
future settlement with other parties.

6

Case 3:18-cv-00679-CWR-FKB Document 34-3 Filed 11/12/18 Page 7 of 10

1.

The terms used in this Order Approving Settlement that are defined in the

Settlement Agreement between the Receiver and Kelly, unless expressly otherwise defined
herein, shall have the same meaning as in the Settlement Agreement.
2.

This Court has “broad powers and wide discretion to determine the appropriate

relief in an equity receivership,” including the “inherent equitable authority to issue a variety of
‘ancillary relief’ measures in actions brought by the SEC to enforce the federal securities laws.”
S.E.C. v. Kaleta, 530 Fed App’x 360, 362 (5th Cir. 2013) (Kaleta I) (quoting SEC v. Wencke,
622 F.2d 1363, 1369 (9th Cir. 1980)). These “ancillary relief” measures include “injunctions to
stay proceedings by nonparties against the receivership” and “bar orders to secure settlements in
receivership proceedings and to ‘preserve the property placed in receivership pursuant to SEC
actions.’” S.E.C. v. Stanford Int’l Bank, Ltd., No. 3:09-cv-00298-N, 2017 WL 9989250, at *2
(N.D. Tex. Aug. 23, 2017) (quoting Kaleta I, 530 Fed. App’x at 362).
3.

This Court has jurisdiction over the subject matter of this action, and the Receiver is

a proper party to seek entry of this Order Approving Settlement.
4.

The notice provided by this Court in the Order Setting Hearing and by the Receiver

through her website and the U.S. Mail was reasonably calculated, under the circumstances, to
apprise all interested parties, and in particular, victims of the Madison Timber Ponzi scheme, of
the Settlement Agreement and the releases and bar order provided therein. The notice was also
reasonably calculated, under the circumstances, to apprise all interested parties, and in particular,
victims of the Madison Timber Ponzi scheme, of their right to object to the Settlement
Agreement and the releases and bar order provided therein and to appear at the hearing on the
motion.

The notice was adequate, sufficient, and the best notice practicable and met all

applicable requirements of law.

7

Case 3:18-cv-00679-CWR-FKB Document 34-3 Filed 11/12/18 Page 8 of 10

5.

The Settlement Agreement was reached after a full investigation of the facts by the

Receiver. The Settlement Agreement was negotiated, proposed, and entered into between the
Receiver and Kelly in good faith and at arm’s length. The parties were well-represented and
competent to evaluate the strengths and weaknesses of all claims and defenses.
6.

The Settlement Agreement will generate a significantly greater recovery to the

Receivership Estate than would be the case were the Receiver to obtain and attempt to collect on
a final judgment against Kelly in the amount prayed for in the captioned action, which would
almost certainly force Kelly into bankruptcy.
7.

The bar order enjoining any person or non-regulatory entity4 from commencing or

continuing any judicial, administrative, arbitration, or other proceeding, and/or asserting or
prosecuting any causes of action against Kelly arising out of, in connection with, or relating in
any way to Madison Timber Properties, LLC, including, but not limited to any cause of action
arising out of or relating to any investment in Madison Timber is necessary and appropriate
ancillary relief to this settlement. See Kaleta I, 530 Fed. App’x at 362.
8.

The parties and their counsel have at all times complied with the requirements of

Rule 11 of the Federal Rules of Civil Procedure.
9.

The Court finds that the Settlement Agreement is, in all respects, fair, reasonable,

and adequate, and in the best interests of all parties claiming an interest in or asserting any claim
against Kelly or the Receivership Estate. The Court further finds that a bar order is a necessary
component to achieve the Settlement Agreement and to ensure maximum recovery to the
Receivership Estate.

4

To be clear, the U.S. Attorney’s Office, the F.B.I., the S.E.C., and the Mississippi Secretary of State, among other
law enforcement bodies, are not affected by the Settlement Agreement or Bar Order. The Court does not purport to
approve any settlement that would interfere with their separate work.
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10.

The Settlement Agreement, the terms of which are fully set forth in the document

itself, is hereby fully and finally approved.

The parties are directed to implement and

consummate the Settlement Agreement in accordance with its terms and with this Order
Approving Settlement.
11.

The Court hereby permanently bars, restrains, and enjoins any person or non-

regulatory entity from commencing or continuing any judicial, administrative, arbitration, or
other proceeding, and/or asserting or prosecuting any causes of action against Kelly arising out
of, in connection with, or relating in any way to Madison Timber Properties, LLC including, but
not limited to any cause of action arising out of or relating to any investment in the Madison
Timber Ponzi scheme.
12.

Nothing in this Order Approving Settlement or the Settlement Agreement and no

aspect of the Settlement Agreement or negotiation thereof is or shall be construed to be an
admission or concession of any violation of any statute or law, of any fault, liability, or
wrongdoing, or of any infirmity in the claims or defenses of any party in any other proceeding.
13.

Kelly shall deliver or cause to be delivered the Settlement Assets in accordance

with the terms of the Settlement Agreement. The Court specifically directs Kelly to abide by the
cooperation covenants set forth in Paragraphs 3(c)(i)-(v) of the Settlement Agreement.
14.

Upon Kelly’s satisfaction of Kelly’s obligations under the Settlement Agreement,

the Receiver shall file a motion to dismiss her claims against Kelly.
15.

Without in any way affecting the finality of this Order Approving Settlement, the

Court retains continuing and exclusive jurisdiction over the parties for the purposes of, among
other things, the administration, interpretation, consummation, and enforcement of the

9
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Settlement Agreement and Consent Judgement, including, without limitation, the releases and
bar order described therein.
16.

The Court expressly finds and determines, pursuant to Federal Rule of Civil

Procedure 54(b), that there is no just reason for any delay in the entry of this Order Approving
Settlement, which is both final and appealable, and immediate entry by the Clerk of the Court is
expressly directed.
17.

This Order Approving Settlement shall be filed in the Court’s public record for both

the S.E.C. lawsuit and the Recruiter lawsuit and shall be served by counsel for the Receiver, via
email, first class mail or international delivery service, on any person or entity that filed an
objection to approval of the Settlement Agreement.

DATED: _____________

________________________________
Honorable Carlton W. Reeves
United States District Judge
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UNITED STATES DISTR ICT COURT
SOUTHERN DISTR ICT OF M ISS ISS IPPI
NORTHERN DIVISION

SECURITIES AND EXCHANGE
COMMISSION
Plaintiff,

Case No. 3:18-cv-252

Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

v.
ARTHUR LAMAR ADAMS AND
MADISON TIMBER PROPERTIES, LLC
Defendants.

ALYSSON MILLS, IN HER CAPACITY
AS RECEIVER FOR ARTHUR LAMAR
ADAMS AND MADISON TIMBER
PROPERTIES, LLC,
Plaintiff,
v.

Case No. 3:18-cv-679
Arising out of Case No. 3:18-cv-252,
Securities and Exchange Commission v.
Arthur Lamar Adams and Madison
Timber Properties, LLC
Hon. Carlton W. Reeves, District Judge
Hon. F. Keith Ball, Magistrate Judge

MICHAEL D. BILLINGS and
MDB GROUP, LLC;
TERRY WAYNE KELLY, JR. and
KELLY MANAGEMENT, LLC;
and WILLIAM B. MCHENRY, JR. and
FIRST SOUTH INVESTMENTS, LLC,
Defendants.

PROPOSED ORDER SETTING HEARING

Exhibit D
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Before the Court is the Motion for Entry of Consent Judgment and Approval of Proposed
Settlement filed by Plaintiff Alysson Mills, in her capacity as the court-appointed receiver (the
“Receiver”) for Arthur Lamar Adams (“Adams”) and Madison Timber Properties, LLC
(“Madison Timber”). The motion was filed in the case styled Alysson Mills vs. Michael D.
Billings, et al., No. 3:18-cv-679 (S.D. Miss) (“Recruiter lawsuit”), itself arising out of Securities
and Exchange Commission v. Arthur Lamar Adams and Madison Timber Properties, LLC, No.
3:18-cv-252 (S.D. Miss) (“S.E.C. lawsuit”).
The motion asks the Court to approve the Receiver’s proposed settlement with Terry
Wayne Kelly, Jr. and Kelly Management, LLC (“Kelly”), a defendant in the Recruiter lawsuit.
The Court, mindful that victims of the Madison Timber Ponzi scheme have a substantial
interest in the Receiver’s claim against Kelly and the proposed resolution of it, agrees with the
Receiver that interested parties should have an opportunity to be heard before the proposed
settlement is approved. The Court therefore ORDERS as follows:
1.

The Court shall hold a hearing on the Motion for Entry of Consent Judgment and

Approval of Proposed Settlement on [Date] at [Time] in Courtroom 5B.
2.

Victims or other interested parties who wish to submit comments or objections shall

do so at least five days prior to the Court’s hearing, either by submitting the comments or
objections to the Court or to the Receiver, who shall submit them to the Court.
3.

Victims or other interested parties who wish to address the proposed settlement at

the hearing shall be given an opportunity to be speak.
4.

The Receiver shall provide victims a copy of the Order Setting Hearing; the

proposed Consent Judgment, Settlement Agreement, and Order Approving Settlement; and
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instructions for submitting comments or objections via her website and, separately,
correspondence sent via U.S. Mail.
5.

The Receiver shall certify that she has provided the notice described within three

business days following the entry of this order.
6.

This order shall be filed in the Court’s public record for both the S.E.C. lawsuit and

the Recruiter lawsuit.
The notice and hearing contemplated by this order shall give victims and interested
parties a full and fair opportunity to be heard and shall give the Court the benefit of their
opinions as the Court assesses the proposed settlement’s merits. The notice and hearing
contemplated by this order is efficient and desirable under the circumstances, given the particular
interests at stake.1

DATED: _____________

________________________________
Honorable Carlton W. Reeves
United States District Judge

1

The Court takes no position at this time on whether notice or hearing is appropriate prior to the Court’s approval of
possible future settlement with other parties.

