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IN THE UNITED STATES
FOR THE DISTRICT

TATONKA CAPITAL

CORPORATION, a Colorado

corporation,
Plaintiff,

V.

MOSAICA EDUCATION, INC,, a
Delaware corporation; MICHIGAN
EDUCATIONAL FACILITIES,
LLC, a Delaware limited liability
company; ASI TEXAS, LLC, a
Delaware limited liability company;
EFA COMPANY, LLC, a Michigan
limited liability company;

LORAIN-LEAVITT

PROPERTIES, LLC, a Georgia
limited liability company;
WARREN-ELM FACILITIES,
LLC, a Georgia limited liability
company; and COLUMBUS-
MORSE PROPERTIES, LLC, a
Georgia limited liability company,

Defendants.
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NOTICE OF FILING OF COMPLAIN’ﬂ AND RECEIVERSHIP ORDER
FROM THE UNITED STATES DISTRICT COURT FOR THE NORTHERN

DISTRICT OF GEORGIA PWSPANT TO 28 U.S.C. § 754

PLEASE TAKE NOTICE that pursuajnt to an Order entered on October 21,

1 Action No. 1:14-CV-03017 (the
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“Receivership Action”) pending in the United States District Court for the
Northern District of Georgia, GGG Partners, LLC has been appointed as receiver

(the “Receiver”) over the assets of the aboverreferenced Defendants. Pursuant to

28 U.S.C. § 754, the Receiver files this notice of the filing of the attached
|

complaint (the “Complaint”) and the entry, of the Receivership Order in this

District in order that Receiver be vested witH complete jurisdiction and control of

all property located in this District that is subjiect to the Receivership Order.

|
Copies of the Complaint and the Rece*vership Order are attached hereto as

i
Exhibits A and B, respectively. Any inquiries regarding the Receivership Action

may be directed to counsel for the Receiver li%ted below.

This 30th day of October, 2014. |

Re#pectﬁ,llly submitted,

1500 Candler Building SCROGGINS & WILLIAMSON, P.C.

127 Peachtree Street, N.E. |

Atlanta, GA 30303 %

T: (404) 893-3880 YibY al

F: (404) 893-3886 J. IK)BERT WILLIAMSON

E: rwilliamson@swlawfirm.com Gerﬁkgia Bar No. 765214
hkepner@swlawfirm.com J. HAYDEN KEPNER, JR.

Georgia Bar No. 416616

Cobnsel for the Receiver GGG
Pa%"tners, LLC



CERTIFICATE OF SERVICE

I hereby certify that on this date I served a true and correct copy of the

within and foregoing Notice of Filing Complaint and Receivership Order from

!
the United States District Court for the NoTthern District of Georgia Pursuant

to 28 U.S.C. § 754 by causing same to be deﬁ)osited in the United States mail with

adequate postage affixed thereon and address#d to the following persons:

Michael L. Hall

BURR & FORMAN LLP

420 North 20th Street, Suite 3400
Birmingham, Alabama 35203

Gary W. Marsh

Jeffrey A. Zachman

MCKENNA LONG & ALDERIDGE
LLP

303 Peachtree Street, NE, Suite 5300
Atlanta, GA 30308

This 30th day of October, 2014.

1500 Candler Building

127 Peachtree Street, N.E.

Atlanta, GA 30303

T: (404) 893-3880

F: (404) 893-3886

E: rwilliamson@swlawfirm.com
hkepner@swlawfirm.com

Graham Stieglitz

B & FORMAN LLP

420 North 20th Street, Suite 3400
Birmingham, Alabama 35203

SCPOG 3INS & WILLIAMSON, P.C.

N f—
J. ROBERT WILLIAMSON
Georgia Bar No. 765214
J. HAYDEN KEPNER, JR.
Georgia Bar No. 416616

|
Cokmsel for the Receiver GGG
Partners, LLC

|
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IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

TATONKA CAPITAL
CORPORATION, a Colorado
corporation,

Plaintiff,
Y.

MOSAICA EDUCATION, INC,, a
Delaware corporation; MICHIGAN
EDUCATIONAL FACILITIES, LLC, a
Delaware limited liability company; ASI
TEXAS, LLC, a Delaware limited
liability company; EFA COMPANY,
LLC, a Michigan limited liability
company; LORAIN-LEAVITT
PROPERTIES, LLC, a Georgia limited
liability company; WARREN-ELM
FACILITIES, LLC, a Georgia limited
liability company; and COLUMBUS-
MORSE PROPERTIES, LLC, a
Georgia limited liability company,

Defendants.
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CIVIL ACTION

NO.

EXHIBIT “A”

COMPLAINT FOR BREACH OF CONTRACT AND

FOR APPOINTMENT OF A RECEIVER

SUMMARY OF CASE

Mosaica ("MEI") operates charter schools in multiple states with more than

10,000 students actively enrolled in American classroom schools.
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substantial default on its now matured approximately $20 million of indebtedness
to its primary lender Tatonka. Tatonka holds a first lien on substantially all of
MEI’s operating assets. MEI is also in default on other financial obligations.
Tatonka could foreclose, but foreclosure would adversely affect thousands of
schoolchildren, teachers, others, and the going concern value of the business.

Tatonka has chosen to seek the appointment of a receiver in order to keep
the schools operating without shutting down, even for a day. This is one of
Tatonka's express contractual remedies. This permits MEI’s most valuable assets,
its teachers, to continue to work without interruption. Meanwhile, MEI’s finances
can be restructured and the schools can continue to operate throughout that period
and thereafter.

INTRODUCTION

COMES NOW, plaintiff Tatonka Capital Corporation ("Tatonka"), and for
its complaint seeking the payment of contractual debt, recovery of collateral, and
for the appointment of a receiver (this "Complaint") against defendants Mosaica
Education, Inc. ("MEI"), and the wholly-owned subsidiaries of MEI as follows:
Michigan Educational Facilities, LLC, a Delaware limited liability company, ASI
Texas, LLC, a Delaware limited liability company, EFA Company, LLC, a
Michigan limited liability company, Lorain-Leavitt Properties, LLC, a Georgia

limited liability company, Warren-Elm Facilities, LLC, a Georgia limited liability

21538305 v10 2
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company, and Columbus-Morse Properties, LLC, a Georgia limited liability
company (collectively, the "Subsidiaries,” and along with MEI, the "Defendants").
As support for this Complaint, together with Tatonka’s Submission of

Documentary Evidence ("Evidentiary Submission"), filed contemporaneously

herewith, Tatonka states as follows:

PARTIES, JURISDICTION, AND YENUE

1. Tatonka is a Colorado corporation with its principal place of business
in Denver, Colorado.

2. MEI is a Delaware corporation with its principal place of business in
Atlanta, Georgia, or in New York City, New York.

3.  Michigan Educational Facilities, LL.C is a Delaware limited liability
company whose sole member/owner is MEI.

4.  ASI Texas, LLC is a Delaware limited liability company whose sole
member/owner is MEI.

5. EFA Company, LLC is a Michigan limited liability company whose
sole member/owner is MEI.

6. Lorain-Leavitt Properties, LLC is a Georgia limited liability company
whose sole member/owner is MEI.

7.  Warren-Elm Facilities, LLC is a Georgia limited liability company

whose sole member/owner is MEI.

21538305 v10 3
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8.  Columbus-Morse Properties, LLC is a Georgia limited liability
company whose sole member/owner is MEI.

9.  The amount in controversy, exclusive of interest and costs, between
Tatonka and each of the Defendants exceeds $75,000.

10. This Court has original jurisdiction of this case pursuant to 28 U.S.C.
§ 1332.

11. Venue in this judicial district is proper pursuant to 28 U.S.C.
§ 1391(b)(2).

FACTUAL ALLEGATIONS

I. MEI'S EDUCATION MODEL

12. MEI was founded in 1997 as a response to the growing desire for
alternatives to traditional public education. After opening the first elementary
school in September of 1997, MEI continued to grow its educational institutions
and services. In 2001, MEI acquired Advantage Schools, Inc., increasing its
schools to sixteen. This growth continued as the organization began the
development of independent charter schools throughout the United States. As a
part of its business and mission, MEI works with local governmental entities,
community groups, and nonprofit organizations to integrate its educational

program within a diversity of localized needs.

21538305 v10 4
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13. Today, MEI manages K-12 schools and provides education services
both domestically and internationally. At present, MEI manages over thirty
preschool, elementary, middle, and high school programs in the United States.
MEI's website states that, as of February 2014, it served approximately 25,000
students in these jurisdictions and through' their online programs. More than
10,000 of these students attend classroom schools in the United States. The

services offered by MEI include, but are not limited to:

Whole school management services;

Whole school operations;

Consulting and training services for underperforming schools;

Online courses and virtual schools; and

Comprehensive curriculum design, support, development and
licensing

14. As an important part of its curriculum services, MEI developed its
Paragon© curriculum. MEI asserts that this curriculum provides a hands-on
approach seeking to tailor the curriculum to students' varied intelligences and
learning styles, is aligned to national and state education standards, and is
research-based and classroom-tested with fifteen years of success. Paragon®© is
web-based and utilizes the strengths of interactive whiteboard technology. It also
provides overviews and comprehensive support materials for teachers. It helps
connect students in various jurisdictions across the curriculum.

15. MEI typically operates by either: (i) creating management contracts

with new charter schools in academic emergency areas, or (ii) taking over the
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management of failing schools. In the caseiof failing schools, typically students
are behind standard grade level. Performance varies greatly, but MEI claims that
it generally raises the education level of students about 1.5 years for every 1.0
years of instruction.

II. MEI’S BUSINESS OPERATIONS

16. MEI has contracts to operate and manage charter schools (and is
actively running these charter schools) in several states, including, but not limited
to, Ohio, Michigan, Pennsylvania, and Arizona. These schools are owned by
corporations or other non-profit organizations qualified under Section 501(c)(3) of
the Internal Revenue Code, and usually have their own board of directors. These
non-profit organizations contract with MEI to run the schools.

17. MED’s business is operated out of offices located in Atlanta, Georgia.

18. The leadership personnel for each school operated by MEI reports to
MEI personnel in metropolitan Atlanta.

19. The founders Gene and Dawn Eidelman, two of MEI’s three
principals who hold the majority interest of the common stock in MEI, reside and
work in the Atlanta metropolitan area. CEO, Mike Connelly, the third principal
holds a minority interest and resides and works in New York City. Mike

Connelly, Dawn Eidelman, and John Murphy constitute the Board of MEI.
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Murphy also resides in New York, but other i‘[han being a board member, he plays
no active role in MEI.

20. MEI and all of its American subsidiaries each formally assert that
their headquarters are in New York. The majority of MEI's employees who are
not affiliated with a particular school live and work in Georgia, while about seven
employees live and work in New York. MEI currently operates no schools in
New York or Georgia.

21. Gene Eidelman, the President and interim Chief Financial Officer of
MEI is based out of Georgia. In addition, the educational leadership of MEI
operates from its Georgia offices.

22. The Subsidiaries do not operate schools or any active business.
Rather, they hold real estate that was obtained for the purpose of operating a
school. These real estate holdings are the sites for the charter schools managed by
MEI, although some of the real estate is presently vacant.

23. MEI also operates multiple online schools in various states. Since
their inception, the online schools have operated with fewer students than
anticipated.

24. The Paragon© curriculum is unique to MEI and distinguishes MEI
from other non-traditional school choices. Paragon© tends to attract capital and

operating contracts.

21538305 v10 7
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25. MEI operates schools in other countries through separate legal
entities. Tatonka has elected in this action not to sue MEI’s subsidiaries organized

in other countries due to cross-border concerns.

III. MEP’S RECENT FINANCIAL DISTRESS

26. MEI has long been in substantial financial and covenant default to
Tatonka. MEI has not made a regularly scheduled payment to Tatonka since July
2013. As shown below, MEI’s finances have recently worsened.

27. Over the last few years MEI invested heavily in an online school.
METD’s online school has relatively few students, far less than the amount
anticipated. The online school has operated at a net loss of approximately a
million dollars a year for a multiple years.

28. With regard to its real estate assets, MEI has vacant properties and
unimproved land generating no income. MEI has made few attempts to monetize
these assets and has allowed listings for these real estate assets to expire.

29. MEI opened and operated several schools in Abu Dhabi and Qatar for
more than five years before shutting down the schools. Yet for approximately a
year after closing, MEI maintained staff at these sites, causing an extra $500,000
cash drain.

30. MEI also opened schools in Arizona. Due to a few years of declining

enrollment, one of the schools could not make its rental and management fee
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payments to MEL. As a result, MEI defaulted on its loan obligations to its lender
and the lender eventually foreclosed on the property and evicted the school. Prior
to foreclosure, MEI advanced additional funds to the school, resulting in a multi-
million dollar receivable from the school which is uncollectable at this time. MEI
also made the decision to lease new property for the school with a reduced
enrollment base from the prior location, resulting in further financial losses.

31. One of MEI’s more recent business mistakes comes from MEI’s
decisions regarding a school in Muskegon Heights, Michigan. The first year MEI
managed the school it maintained an enrollment of 1200 students. After that year,
enrollment declined to 800 students, a decline of over thirty percent. At that time,
MEI unwisely chose to advance additional funds to the school, even though the
school's financial situation was such that MEI had not even been paid its
management fee. This was a significant cash drain on MEI that exacerbated an
already bad financial situation and caused a $2 million write off.

32. MEI has made a series of bad business decisions. Its major problem is
that it makes investments into failing operations, throwing good money at bad
situations. In addition to Arizona and Muskegon Heights investments, MEI has
repeatedly invested in a new curriculum development project and its online school

despite the negative cash flow created by those enterprises. MEI is unwilling or

21538305 v10 9
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unable to make the necessary changes to operate as a profitable business. This
continuous failure has immediate consequences.

33. During MEI's fiscal year 2014, Tatonka waited while MEI was
supposed to implement various cost saving and revenue growing projects. Despite
this effort, MEI failed to successfully execute on these opportunities.

34. In August 2014, Tatonka setoff approximately $300,000 of MEI’s
money to pay debts owing to Tatonka. This decision to setoff was made after
numerous conversations between Tatonka and MEI.

35. A few other creditors either have or are in the process of obtaining
substantial judgments by default against MEI and some of its Subsidiaries. MEI is
generally not even appearing, let alone defending, these lawsuits.

36. MEDI’s financial distress is becoming widely known to at least the
school boards, school administrators, teachers, and creditors.

37. MEP’s constituencies need to be assured that the schools will be open
for the near term and long term.

38. MEI has in excess of $86 million in net operating losses over its years

of operation.

21538305 v10 10
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IV. MET’S FINANCIAL OBLIGATIONS TO TATONKA

A. The Loans

39. Tatonka has had a longstanding financial relationship with MEI and
its subsidiaries. Tatonka has financed MEI for more than ten years. During this
time, Tatonka, as MEI's senior secured lender, has obtained a senior perfected
security interest in almost all of MEI's assets, including its Paragon© curriculum
(collectively, the "Collateral"), as described in further detail below. In connection
with this longstanding financial relationship, from time to time, Tatonka made
certain revolving and term loans to MEI and some of its subsidiaries (collectively,
the "Loans"), as further described below.

1. The 2007 Loan

40. On or about February 28, 2007, Tatonka made a loan to MEI in the
stated principal amount of $10,000,000.00, as evidenced by that certain Amended
and Restated Credit Agreement dated February 28, 2007 between Tatonka and

MEI (as amended or modified from time to time, the "2007 Loan Agreement").

The 2007 Loan Agreement evidences a line of credit available to MEI pursuant to
which Tatonka agreed, from time to time, to make advances of the principal
amount to MEI and certain of its wholly-owned subsidiaries for the purchase and
ownership of real estate and the construction, renovation, leasing and operating of

charter schools on such real estate, secured by mortgages or deeds of trust on the
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real estate and by guaranties from MEI (collectively, the "2007 Loan").
Evidentiary Submission, Ex. 2.

41. Pursuant to the terms of the 2007 Loan Agreement, on or about
December 27, 2007, Tatonka advanced a loan to Michigan Educational Facilities,
LLC ("MEE"), a wholly-owned subsidiary of MEI, in the original principal
amount of $2,934,288.00 (the "MEF Loan"), as evidenced by: (i) that certain Loan
Agreement dated December 27, 2007 between MEF and Tatonka (as amended or

modified from time to time, the "MEF Loan Agreement"); and (ii) that certain

Replacement Promissory Note dated December 27, 2007 from MEF to Tatonka
(the "MEF Note"). The MEF Loan is secured by: (i) that certain Mortgage,
Security Agreement, Financing Statement, and Assignment of Rents and Leases
dated December 27, 2007 from MEF to Tatonka recorded with the Register of
Deeds of Wayne County, Michigan, in Liber 47097, Pages 319-351 on March 31,

2008 (the "MEF Mortgage"), and (ii) that certain Guaranty Agreement dated

December 27, 2007 from MEI to Tatonka (the "MEF Guaranty"). The MEF

Mortgage, MEF Guaranty, MEF Note, MEF Loan Agreement, together with any

and all instruments evidencing and/or securing or relating to the MEF Loan, are

referred to herein as the "MEF Loan Documents." Evidentiary Submission, EXs.

3-6.

21538305 v10 12
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42. Pursuant to the terms of the 2007 Loan Agreement, on or about
December 27, 2007, Tatonka advanced a loan to EFA Company, LLC ("EFA"), a
wholly-owned subsidiary of MEI, in the original principal amount of
$3,000,000.00 (the "EFA Loan"), as evidenced by: (i) that certain Loan
Agreement dated December 27, 2007 between EFA and Tatonka (as amended or

modified from time to time, the "EFA Loan Agreement") and; (ii) by that certain

Promissory Note dated December 27, 2007 from EFA to Tatonka ("EFA Note").
The EFA Loan is secured by: (i) that certain Mortgage, Security Agreement,
Financing Statement and Assignment of Rents and Leases dated February 1, 2008
from EFA to Tatonka recorded with the Register of Deeds of Wayne County,
Michigan in Liber, 47026, Page 1456-1488 on February 28, 2008, as amended by
First Amendment to Mortgage, Security Agreement, Financing Statement and
Assignment of Rents and Leases dated April 13, 2011, recorded with said Register
of Deeds in Liber 49157, Pages 437-540 on April 25, 2011 (as amended, the "EFA

Mortgage"), and (ii) that certain Guaranty Agreement dated December 27, 2007

by MEI in favor of Tatonka ("EFA Guaranty"). The EFA Mortgage, EFA
Guaranty, EFA Note, EFA Loan Agreement, together with any and all instruments

evidencing and/or securing or relating to the EFA Loan, are referred to herein as

the "EFA Loan Documents." Evidentiary Submission, Exs. 7-10.

21538305 v10 13
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43. Pursuant to the terms of the 2007 Loan Agreement, on or about July
24, 2007, Tatonka advanced a loan to Lorain-Levitt Properties, LLC ("L-LP"), a
wholly-owned subsidiary of ME], in the original principal amount of $411,500.00
(the "L-LP Loan"), as evidenced by: (i) that certain Loan Agreement dated July
24, 2007 from L-LP to Tatonka (as amended or modified from time to time, the
"L-LP Loan Agreement"); and (ii) that certain Replacement Promissory Note
dated July 24, 2007 from L-LP to Tatonka (the "L-LP Note"). The L-LP Loan is
secured by: (i) that certain Mortgage, Security Agreement, Financing Statement
and Assignment of Leases and Rents dated July 24, 2007 from L-LP to Tatonka
recorded with the Recorder of Lorain County Ohio, as File No. 2007-0216075 on
July 31, 2007, as assigned by that certain Assignment of Mortgage, Security
Agreement, Financing Statement and Assignment of Leases and Rents from
Tatonka Funding, LLC, to Tatonka, dated May 1, 2012 and recorded with said

recorded as File No. 2012-0414117 (as assigned, the "L-LP Mortgage"), and (ii)

that certain Guaranty Agreement dated July 24, 2007 from MEI to Tatonka (the

"L-LP Guaranty"). The L-LP Mortgage, the L-LP Guaranty, L-LP Note, L-LP

Loan Agreement, together with any and all instruments evidencing and/or
securing or relating to the L-LP Loan, are referred to herein as the "L-LP Loan

Documents." Evidentiary Submission, Exs. 11-14.

21538305 v10 14
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44. Also in connection with the 2007 Loan Agreement, MEI executed and
delivered to Tatonka that certain Fee Agreement dated July 1, 2011 from MEI to

Tatonka (as amended or modified from time to time, the "July 1. 2011 Fee

Agreement"), which provided an inducement for Tatonka to enter into an
amendment to the 2007 Loan Agreement. Evidentiary Submission, Ex. 15.

45. The 2007 Loan Agreement, MEF Loan Agreement, EFA Loan
Agreement, LLP Loan Agreement, together with all documents evidencing or
securing the 2007 Loan, MEF Loan, EFA Loan, LLP Loan, shall hereinafter be

referred to as the "2007 Loan Documents").

1. The Revolver Loan

46. On or about October 30, 2007, Tatonka made a loan to MEI in the
stated principal amount of $10,000,000.00, as evidenced by that certain Revolver
Loan and Security Agreement dated October 30, 2007 between Tatonka and MEI

(as amended or modified from time to time, the "Revolver Loan Agreement").

The Revolver Loan Agreement evidences a line of credit available to MEI
pursuant to which Tatonka agreed to, from time to time, make advances of the
principal amount to MEI, in accordance with the terms of that agreement

(collectively, the "Revolver Loan"). Evidentiary Submission, Ex. 16.

47. In accordance with the Revolver Loan Agreement, MEI executed and

delivered to Tatonka that certain Revolver Promissory Note dated October 30,
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2007 in the stated principal amount of $10,000,000.00 from MEI payable to

Tatonka (as amended from time to time, the "Revolver Note"). Evidentiary

Submission, Ex. 17.

48. As additional security for the payment and performance of the
obligations under the Revolver Agreement, MEI also executed and delivered to
Tatonka: (i) that certain Collateral Assignment of Promissory Notes dated October
30, 2007 from MEI to Tatonka, (ii) that certain Collateral Assignment of
Promissory Notes dated October 30, 2007 from ASI Texas, LLC, to Tatonka, and
(iii) that certain Collateral Assignment of Security Interest dated July 2, 2013 and

recorded on July 10, 2013 with the Clerk of Superior County of Fulton County,

Georgia in Deed Book 52876, Page 292 (together, the "October 2007
Assignments"). Evidentiary Submission, EX. 18.

49. Also in connection with the Revolver Loan Agreement, MEI executed
and delivered to Tatonka that certain Fee Agreement dated in 2011 from MEI to

Tatonka (the "Revolver Fee Agreement"), which provided an inducement for

Tatonka to enter into an amendment to the Revolver Loan Agreement.
Evidentiary Submission, Ex. 19.

50. The Revolver Loan Agreement, together with all documents
evidencing or securing the Revolver Loan shall hereinafter be referred to as the

("Revolver Loan Documents").

21538305 v10 16
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ii.  The Project Loan

51. On or about April 13, 2011, Tatonka made a loan to MEI in the stated
principal amount of $8,000,000.00, as evidenced by that certain 2011 Credit
Agreement dated April 13, 2011 between MEI and Tatonka (as amended or

modified from time to time, the "Project Loan Agreement"). The Project Loan

Agreement evidences a line of credit available to MEI pursuant to which Tatonka
agreed to, from time to time, make advances of the principal amount to MEI and
certain of its wholly-owned subsidiaries for the purchase and ownership of real
estate and the construction, renovation, leasing and operating of charter schools on
such real estate, secured by mortgages or deeds of trust on the real estate and by
guaranties from MEI (the "Project Loan"). Evidentiary Submission, Ex. 20.

52. Pursuant to the terms of the Project Loan Agreement, on or about
April 13, 2011, Tatonka advanced to Columbus-Morse Properties, LLC ("CMP"),
a wholly owned subsidiary of MEI, a loan in the original principal amount of
$4,434,261.72 (the "CMP Loan"), as evidenced by: (i) that certain Promissory
Note dated April 13, 2011 from CMP to Tatonka (the "CMP Note"); and (ii) that
certain Loan Agreement dated April 13, 2011 between CMP and Tatonka (as

amended or modified from time to time, the "CMP L.oan Agreement"). The CMP

Loan is secured by: (i) that certain Guaranty Agreement dated April 13, 2011 from

MEI to Tatonka ("CMP_Guaranty"); (ii) that certain Mortgage and Security

21538305 v10 17
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Agreement dated April 13,2011 from CMP and MEI to Tatonka recorded with the
Recorder of Franklin County, Ohio as Instrument Number 201104280055471 on
April 28,2011. Evidentiary Submission, Exs. 21-24.

53. Pursuant to the terms of the Project Looan Agreement, on or about May
24, 2011, Tatonka advanced to ASI Texas, LLC ("ASI"), a wholly owned
subsidiary of MEI, a loan in the original principal amount of $1,000,000.00 (the
"ASI Loan"), as evidenced by: (i) that certain Promissory Note dated May 24,
2011 from ASI to Tatonka (the "ASI Note"); and (ii) that certain Amended and
Restated Loan Agreement dated May 24, 2011 from ASI to Tatonka. The ASI
Loan is secured by: (i) that certain Guaranty Agreement dated May 24, 2011 from

MEI to Tatonka ("ASI Guaranty"); and (ii) that certain Deed of Trust, Security

Agreement, Financing Statement and Assignment of Leases and Rents dated
March 1, 2009 from ASI to Tatonka, recorded with the Clerk of Midland County,
Texas as Instrument Number 2009-7516 on April 20, 2009, as amended by that
certain First Amendment Deed of Trust, Security Agreement, Financing Statement
and Assignment of Leases and Rents dated May 31, 2009, recorded in said Clerk’s

office as Document Number 2009-16137 on July 31, 2009 (the "ASI Deed of

Trust"). Evidentiary Submission, Exs. 25-28.
54. Pursuant to the terms of the Project Loan Agreement, on or about May

24,2011, Tatonka advanced to Warren-Elm Facilities, LLC ("Warren"), a wholly
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owned subsidiary of MEI, a loan in the original principal amount of $2,565,738.28

(the "Warren Loan"), as evidenced by: (i) that certain Restated Promissory Note

dated May 24, 2011 from Warren to Tatonka (the "Warren Note"); and (ii) that
certain Amended and Restated Loan Agreement dated May 24, 2011 from Warren

to Tatonka (as amended or modified from time to time, the "Warren Loan

Agreement"). The Warren Loan is secured by: (i) that certain Guaranty

Agreement dated May 24, 2011 from MEI to Tatonka ("Warren Guaranty"); and

(ii) that certain Mortgage, Security Agreement, Financing Statement and
Assignment of Leases and Rents dated March 1, 2009 from Warren to Tatonka,
recorded with the Recorder of Trumball County, Ohio as Instrument Number
200906150011676 on June 15, 2009, as amended by that certain First Amendment
Mortgage, Security Agreement, Financing Statement and Assignment of Leases

and Rents dated May 24, 2011 (the "Warren Mortgage"). Evidentiary Submission,

Exs. 29-32.
55. Also in connection with the Project Loan Agreement, MEI executed
and delivered to Tatonka that certain Fee Agreement dated April 13, 2011 from

MEI to Tatonka (as amended or modified from time to time, the "April 13, 2011

Fee Agreement"), which provided an inducement for Tatonka to enter into an

amendment to the Project Loan Agreement. Evidentiary Submission, Ex. 33.
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56. The Project Loan Agreement, the CMP Loan Agreement, the ASI
Loan Agreement, the Warren Loan Agreement, together with all documents
evidencing or securing the Project Loan, the CMP Loan, the ASI Loan, and the

Warren Loan shall hereinafter be referred to as the "Project L.oan Documents").

iv. 2012 Loan Agreement

57. On or about August 14, 2012, Tatonka made a loan to MEI in the
stated principal amount of $700,000.00 (the "2012 I.oan"), as evidenced by that
certain Loan Agreement dated August 14, 2012 between Tatonka and MEI (as

amended or modified from time to time, the "2012 Loan Agreement") and by that

certain Promissory Note dated August 14, 2012 from MEI to Tatonka. The 2012
Loan is secured by that certain Collateral Assignment of Promissory Notes dated

August 14, 2012 from MEI to Tatonka ("2012 Collateral Assignment™), assigning

$929,124.00 Promissory Note dated June 30, 2009 from Space, Technology and

Arts Academy ("STAR Academy") payable to MEI and $300,000.00 Promissory

Note dated July 1, 2009 from STAR Academy payable to MEI. The 2012 Loan
Agreement, together with all documents evidencing or securing the 2012 Loan,

shall hereinafter be referred to as the "2012 Loan Documents"). Evidentiary

Submission, Exs. 34-36.
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V. Assignment of Notes and Accounts Receivable

58. Due to ongoing defaults under the Loan Documents (as defined
herein) and in exchange for Tatonka's promise to forbear on its right to foreclose,
on or about April 11, 2014, MEI, along with certain of its wholly owned
subsidiaries, assigned to Tatonka all of right, title, and interest in: (i) certain

promissory notes payable to MEI, and (ii) certain accounts receivable of MEI (the

"April 11 Transaction"). Evidentiary Submission, Exs. 37-46.
vi.  Guaranties
59. From to time, MEI, certain of MEI's wholly-owned subsidiaries and
the principals of MEI executed Guaranties to secure the various obligations under

the Loan Documents (the "MEI Guaranties"). Evidentiary Submission, Exs. 47-

49.

B. Stock Owned by Tatonka Affiliates

60. In 2007, in connection with the execution of the 2007 Loan
Agreement and the making of the 2007 Loan by Tatonka to MEI, MEI issued to
six purchasers affiliated with and/or employed by Tatonka (the "Tatonka
Affiliates") a total of 30,000 shares of MEI common stock as well as common
stock purchase warrants for the purchase: of another 10,000 shares of MEI
common stock. Also in 2007, MEI issued to these six affiliate purchasers

warrants for the purchase of another 100,000 shares of common stock (the "2007

21538305 v10 21



Case 1:14-cv-03017-TCB Document 1 | Filed 09/19/14 Page 22 of 35

Stock Purchase Transaction"). The warrants provided an exercise price of $55.00
per share. The purchasers paid a $55.00 per share purchase price for the shares by
delivering to MEI nominal cash payments %($0.01 per share) and non-recourse
promissory notes ($54.99 per share). The promissory notes were secured by
pledges of the purchased shares of common stock. The sole recourse and remedy
for an event of default under the notes was for MEI to take possession of the
pledged purchase shares. The Tatonka Affiliates have no personal liability with
respect to the notes. Evidentiary Submission, Exs. 50-58.

61. On July 14, 2010, the Tatonka Affiliates and MEI entered into that

certain Warrant Repurchase Agreement (the "Warrant Repurchase Agreement"),

pursuant to which the Tatonka Affiliates agreed to sell the 10,000 common stock
purchase warrants back to MEI at a price of $10.00 per warrant, for an aggregate
price of $100,000.00. Thus, Tatonka Affiliates presently own the 30,000 shares of
common stock and warrants for the purchase of 100,000 shares of common stock.
The shares of common stock are non-voting and have no value. Evidentiary

Submission, Ex. 59.

C. UCC Filings

62. Appropriate financing statements covering the personal property

collateral are also filed with the various filing offices (the "UCC Financing

Statements"). Evidentiary Submission, Exs. 60-82.
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63. The UCC Financing Statements, 2012 Loan Documents, Project Loan
Documents, 2007 Loan Documents, Revolver Loan Documents, together with all
other documents and instruments evidencing and/or securing or relating to the

Loans, are referred to herein as the "Loan Documents".

D. Existing Defaults

64. Tatonka and MEI executed an' instrument entitled Agreement and

Acknowledgement dated as of September 23, 2013 (the "2013 Forbearance

Agreement"), whereby MEI acknowledged that it was then in default with respect
to the Loan Documents and Tatonka agreed to forbear temporarily from
exercising its rights and remedies under the Loan Documents, with respect to
certain specified defaults MEI during a time period that would end no later than

December 5, 2013 (the "Forbearance Termination Date"). This Forbearance

Agreement was the last Forbearance Agreement between the parties. The parties
continued to negotiate other agreements, but these negotiations were unsuccessful.
Evidentiary Submission, Ex. 83.

65. The maturity date for each of the Loan Documents was on or prior to

July 1, 2014 (the "Loan Maturity Date"). Evidentiary Submission, Exs. 2, 16, 20,

and 34.
66. Both the Forbearance Termination Date and the Loan Maturity Date

have passed and MEI remains in continuing and substantial default in several
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regards with respect to the Loan Documents. First, MEI failed to pay the amounts
owing under the Loan Documents when due. Second, MEI failed to comply with
certain reporting requirements under Loan Documents. Third, MEI failed to allow
Tatonka to examine their books and records, as is required under various
provisions of the Loan Documents. Fourth, MEI failed to honor certain financial
covenants as required under the Loan Documents. All of these failures constitute
events of default, as defined in the Loan Documents (the "Defaults™).
67. Specifically, in addition to payment default, the Defaults under the
Revolver Loan Agreement include, but are not limited to, the following covenant
defaults:
(i)  cross default with other obligations owed to Tatonka under Section
9.1(d);

(i)  judgment in excess of $100,000.00 under Section 9.1(h);

(iii) the failure to deliver audited financial statements within 120 days of
year end under Section 5.6(d);

(iv)  the failure to satisfy net income covenant under Section 7.1.1; and

(v) failure to satisfy EBITDA to Debt Service covenant under Section
7.1.3.

Evidentiary Submission, Ex. 16.
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68. In addition to payment default, the Defaults under the 2007 Loan
Agreement include, but are not limited to, the following covenant defaults:
(i)  judgment in excess of $100,000.00 under Section 7.1(j);
(ii) cross default with other obligations owed to Tatonka under Section
7.1(k);
(iii) failure to deliver audited financial statements within 180 days of the
year's end under Section 6.8;
(iv) failure to satisfy net income covenant set forth in Section 6.13(a), as
required in Section 7.1(h).
Evidentiary Submission, Ex. 2.
69. In addition to payment default, the Defaults under the Project Loan
Agreement include, but are not limited to, the following covenant defaults:
(i) failure to satisfy net income covenant set forth in Section 7.17(a), as
required in Section 6.1(h);
(i) failure to satisfy EBITDA to Debt Service covenant under Section
6.1(h);
(iii) judgment in excess of $100,000.00 under Section 6.1(j);
(iv) cross default with other obligatﬁons owed to Tatonka under Section

6.1(1); and
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(v) failure to deliver audited financial statements within 180 days of the
year's end under Section 5.8(h).
Evidentiary Submission, Ex. 20.

70. In addition to payment default, the Defaults under the 2012 Loan
Agreement include, but are not limited to, the following covenant default: (i) cross
default with other obligations owed to Tatonka under Section 6.1(h). Evidentiary
Submission, Ex. 34.

71. The Defaults are continuing and have not been cured by MEIL.

72. As stated above, the Loans are cross defaulted. Accordingly, each of
the above-referenced Defaults constitutes an event of default under the other Loan
Documents.

73. The principal amount outstanding pursuant to the Loan Documents as
of August 31, 2014, exclusive of expenses of collection, attorneys’ fees, late fees,
and the costs of this action, is $19,061,475.44. Interest accrues daily at the default
rate provided in the Loan Documents. Attorneys’ fees and other costs of
collection also continue to accrue. The principal amounts due, the unpaid interest,
attorneys' fees and costs of collection are hereinafter collectively referred to as the

"QOutstanding Indebtedness."
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V. TATONKA’S REMEDIES UNDER THE LOAN DOCUMENTS

74. Tatonka and its attorneys have had numerous conversations and
communications with MEI and its attorneys in an attempt to resolve their
differences. MEI made it clear during these discussions that, despite the maturity
of the various loans and Tatonka's requests for payment, they are presently
unwilling to pay the Outstanding Indebtedness. Also, during those discussions,
the parties seriously discussed the appointment of a chief restructuring officer
with full authority ("CRO"). Those discussions have not resulted in an agreement.

75. The Defaults entitle Tatonka to exercise other rights and remedies
under the Loan Documents, including the right to the appointment of a receiver.

76. Under the Revolver Loan Agreement, 2007 Loan Agreement, Project
Loan Agreement, and 2012 Loan Agreemeﬁt, MEI expressly and unequivocally
agreed to the appointment of a receiver upon default, without prior notice. Each
of these agreements contain language authotizing the appointment of a receiver.
For example, Section 6.2 of the Project Loan iAgreement provides that:

Tatonka at its election may (but shall not be obligated to), without
notice, do any one or more of the following;:

(d) exercise any and all rights and remedies afforded by this
Agreement or any Facility Loan Documents, or under law, equity or
otherwise, including obtaining appointment of a receiver.
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Evidentiary Submission, Ex. 20. Substantiéllly similar language is used in the
Revolver Loan Agreement, 2007 Loan Agreement, Project Loan Agreement, and
2012 Loan Agreement, each of which support the appointment of a receiver in this
case. Evidentiary Submission, Exs. 2, 16, 20, and 34.

77. As stated above, MEI is in substantial and continuing payment and
covenant default to its senior secured lender Tatonka for the Outstanding

Indebtedness.

VI. THE NEED FOR A RECEIVER

78. Tatonka has the right under the Loan Documents and applicable law
to take possession of the Collateral (all assets of MEI) and effectively cease MEI's
operations. However, Tatonka prefers not to take this self-help action because it
would: (1) negatively impact the schoolchildren served by MEI during the
pendency of the school year; and (ii) it would eliminate the going concern value of
MEI, which would displace many teachers and other employees in addition to the
students.

79. Moreover, MEI's operations would likely have already been closed
and its cash flow extinguished, but for Tatonka's repeated cooperation as MEI's
senior secured lender.

80. Tatonka wants the schools to continue to provide quality education to

the students, while operating under a stable; fiscally responsible business model
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that will allow the debt to Tatonka to be repaid. At present, MEI’s financial
condition is unstable and untenable. MEI has not recently provided Tatonka
information from which Tatonka could determine an accurate financial picture
with certainty, but MEI is clearly not paying many of its debts as they come due.

81. It is apparent that the Collateral (which is essentially all of the assets
of MEI) has been mismanaged, resulting in injury to, and waste of, the Collateral.
In order for the Collateral to remain viable and sustain its value and to prevent
potential harm to the schoolchildren, parentsi, teachers, and employees, a receiver
is necessary to manage the schools which comprise most of the Collateral.
Additionally, a receiver is needed to market the Collateral for a potential sale or
sales to maximize the value of the Collateral as a going concern. Without a
receiver to oversee the Collateral, MEI's financial inability to fulfill its
responsibilities will continue to negatively ir;npact the viability of the schools and
the value of the Collateral to the detriment of Tatonka and others. The full extent
of the problems will likely not be discoveﬁ:ed until the receiver is granted full
access to the Collateral.

82. Without a receiver to manage thé Collateral, Tatonka will continue to

suffer substantial damages as the Collateral will decline in value.
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83. The Collateral has earnings pottiential, but a receiver is necessary to
stop the further deterioration of the value of the Collateral and to turn around
MET’s financial condition.

84. The highest and best value of the Collateral appears to be as a going
concern.

85. MEI was, is, and remains unable to cure the substantial and
continuing Defaults to Tatonka and others.

86. A few other creditors either have or are in the process of obtaining
substantial judgments by default against MEI and some of its Subsidiaries. MEI is
generally not even appearing, let alone defending, these lawsuits. Evidentiary
Submission, Ex. 84-86.

87. Accordingly, it is imperative that the receiver have authority and
control of all of the aspects of the Collateral in order to fully preserve the going
concern value of the schools and the Collateral, and Tatonka’s rights under the
Loan Documents, all with due regard to the rights of creditors, students, parents,
teachers, and the school boards.

COUNT ONE - BREACH OF CONTRACT

88. Tatonka incorporates and realleges the preceding paragraphs as if

fully set forth herein.
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89. The Defendants are in default on their obligations to Tatonka to pay in
full all amounts due and owing under the Loan Documents, including interest,
attorneys’ fees and costs, and all other charges thereunder.

90. The Defendants have further failed to comply with certain financial
covenants as required under the terms of the Loan Documents.

91. The Outstanding Indebtedness remains due and owing.

WHEREFORE, Tatonka demands judgment against the Defendants for the
Outstanding Indebtedness and costs, as well as such other, further, and different
relief to which Tatonka may be entitled and is just and proper in this action.

COUNT TWO: APPOINTMENT OF RECEIVER IN EQUITY

92. Tatonka incorporates and realleges all preceding paragraphs as if fully
set forth herein.

93. In addition to Tatonka’s express contractual right to the appointment
of a receiver at law, there are additional equitable considerations which support
the appointment of a receiver in equity to manage and operate the Collateral. In
light of the Defendants' ongoing payment default, it is clear that the Defendants do
not have sufficient funds to pay the amounts due and owing under the Notes.
Accordingly, if the Collateral is not preserved, Tatonka and all other creditors of
the Defendants will be left with no adequate legal remedy to redress the harm

arising from the Defendants' breach of the Loan Documents. The potential harm
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to Tatonka, as well as the schools, students and MEI’s other creditors, outweighs
any conceivable harm to the Defendants.

94. In addition, MEI’s inability to pay its debts as they come due at some
point will harm quality of education at the charter schools. The Court needs to
supervise the charter schools through the appointment of a receiver in equity to
ensure that education standards continue unabated and perhaps even advanced
through the appointment of a receiver.

95. Tatonka offers to do equity.

96. In the event Tatonka is not entitled to the appointment of a receiver as
a legal remedy, then Tatonka would have no adequate remedy at law.

WHEREFORE, Tatonka demands judgment against the Defendants for the
appointment of a receiver in equity, under terms substantially similar to those in
the proposed order attached to the Motion for Receiver filed contemporaneously
herewith, as well as such other, further, and different relief to which Tatonka may
be entitled and is just and proper in this action.

COUNT THREE: APPOINTMENT OF A RECEIVER AT LAW

97. Tatonka incorporates and realleges all preceding paragraphs as if fully

set forth herein.
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98. In addition to Tatonka’s right to have a receiver appointed as a matter
of equity, Tatonka has the right to the appointment of a receiver at law through its
contractual rights. Evidentiary Submission, Ex. 2, 16, 20, and 34.

99. The Defendants are in default on its obligations under the Loan
Documents and multiple Events of Default (as defined in the Loan Documents)
exists. Thus, Tatonka is contractually entitled to the immediate appointment of a
receiver.

WHEREFORE, Tatonka demands judgment against the Defendants for the
appointment of a receiver at law, under terms substantially similar to those in the
proposed order attached to the Motion for Receiver filed contemporaneously
herewith, as well as such other, further, and different relief to which Tatonka may
be entitled and is just and proper in this action.

s/Graham H. Stieglitz

Graham H. Stieglitz
Georgia Bar No. 682047

Attorney for Plaintiff
TATONKA CAPITAL
CORPORATION

OF COUNSEL:

BURR & FORMAN LLP

171 Seventeenth Street, N.W., Suite 1100
Atlanta, Georgia 30363

(404) 815-3000

Email: gstiegli@burr.com
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DEFENDANTS’> ADDRESSES:

Mosaica Education, Inc.

c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092

Michigan Educational Facilities, LLC
c/o Corporation Service Company

40 Technology Parkway South

Suite 300

Norcross, GA 30092

ASI Texas, LLC

c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092

EFA Company, LLC

c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092

Lorain-Leavitt Properties, LLC
c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092

Warren-Elm Facilities, LLC

c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092
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Columbus-Morse Properties, LLC
c/o Corporation Service Company
40 Technology Parkway South
Suite 300

Norcross, GA 30092

With a courtesy copy via email to:

William F. Gray, Jr.

Allison Bauer

Counsel for MEI

Torys, LLP

1114 Avenue of the Americas

23rd Floor

New York, NY 10036-7703

(212) 880-6336

Email: wgray@torys.com
abauer@torys.com
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EXHIBIT “B”

IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

TATONKA CAPITAL CORPORATION, a
Colorado corporation,

Plaintiff,
v.

MOSAICA EDUCATION, INC., a Delaware
corporation; MICHIGAN EDUCATIONAL
FACILITIES, LLC, a Delaware limited
liability company; ASI TEXAS, LLC, a
Delaware limited liability company; EFA
COMPANY, LLC, a Michigan limited liability
company; LORAIN-LEAVITT PROPERTIES,
LLC, a Georgia limited liability company;
WARREN-ELM FACILITIES, LLC, a
Georgia limited liability company; and
COLUMBUS-MORSE PROPERTIES, LLC, a
Georgia limited liability company,

Defendants.
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CIVIL ACTION NO.
1:14-CV-03017-TCB

ORDER APPOINTING RECEIVER

This matter came to be heard upon the Motion for Appointment of Receiver

(the "Motion"), filed by plaintiff Tatonka Capital Corporation ("Tatonka" or

"Plaintiff"). The Motion was filed contemporaneously with Tatonka’s Complaint

for Breach of Contract and for Appointment of a Receiver (the "Complaint"),

commencing the instant action. The Complaint and Motion are filed against
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defendants Mosaica Education, Inc. ("MEI") and certain of its wholly owned
subsidiaries ("Subsidiafies';). Collectively, MEI and the Subsidiaries are referred

to as the "Companies" or "Defendants".

The Court, after notice and an evidentiary hearing, having considered the
pertinent pleadings, evidence, and argument of counsel, finds that the appointment
of a receiver is appropriate and the Motion is due to be granted as set forth herein:

IT IS HEREBY ORDERED, ADJUDGED, and DECREED that the
Motion is GRANTED, and that:

The Court finds that the appointment of a receiver for the assets and business
operations of all of the'Comp.anies is proper and for good cause shown, both as a
legal remedy based on contract and an equitable remedy based on the facts shown.
The receiver’s specific duties, rights, and obligations are set forth below. The
receiver’s paramount duties are to provide appropriate and quality
educational services at the schools operated by the Companies and to
preserve, protect, and enhance the value of the Companies. Therefore, the
receiver shall do its best to retain the vast majority of the present employees
so as to maintain confidence and continuity. All other duties are subordinate

to these primary duties.
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1. To the extent the Receiver is obligated to deliver notices, reports,
budgets, requests, and other information to Tatonka by the terms of this Order, the
Receiver shall also contemporaneously deliver such papers to Defendants' counsel.
Defendants' shareholders are granted standing on behalf of the Companies solely
for the purpose of asserting and prosecuting defenses and claims against Tatonka.
The deadline to respond to Tatonka's complaint shall be extended to February 26,
2015.

2. GGG Partners, LLC, by and through its Managing Partner Katie S.
Goodman, is hereby appointed receiver ("Receiver") of all of the Companies’
assets and operations, including all real property, personal property, mixed
property, and all stock and ownership interests held by MEI in its various
subsidiaries, along with associated voting rights (the "Property"). Receiver is not
an attorney for or related to any party to this action.

3. The Property includes, without limitation, all of the Companies'
assets, including management of charter schools, as well as all books and records
related to the assets and business, accounts receivable reports, reports, revenues
and proceeds of all assets, surety and performance bonds, letters of credit, security
deposits, tax deposits, operations, performance deposits, escrow deposits, deposit

accounts, keys, access codes and cards, books, records, accounts, bank accounts,
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checkbooks, ledgers, accounts payable and accounts receivable records, leases,
reports, insurance policies and certificates, executory contracts, leasehold interests,
plans, specifications, drawings, surveys, technical manuals for all systems, together
with operating procedures, passwords, security codes, warranties, records required
to be kept under applicable safety, health care, and environmental laws, licenses,
permits, rights related to any state, federal, and local education agencies and
authorities, all tax benefits and rights, proffers, entitlements, trademarks, service
marks, trade names, intellectual property rights (including but not limited to the
Paragon© curriculum), clain}s, causes of action, choses in action and in general all
other information, data, instruments, documents, rights, properties or assets of any
kind or character whatsoever (whether tangible or intangible and whether real,
personal or mixed) forming a part of or related to the ownership, development, use,
operation and/or management of any and all of the Companies’ assets, including
any and all assets that Receiver needs to perform Receiver's duties.

4, Subject to control of this Court and the laws regarding receivership,
Receiver is authorized, pursuant to this Order, to do any and all acts necessary for
the proper and lawful conduct of the receivership. Specifically, the following

orders are entered:
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a. Receiver’s Exclusive and Complete Control over the Property. Receiver

is authorized to take and have complete and exclusive control and possession
of the Property. Receiver is vested with all of the Property including the

books, records, files, data, and information of the Companies;

b. Bank Accounts. Without any further action from the boards of the
Companies, this Order authorizes Receiver to take control of existing bank
accounts and to open any new bank accounts, and further authorizes
Receiver to add and remove any existing signatories of any bank accounts.
Receiver shall also be entitled to copies of any historical bank records of the

Companies.

c. Companies’ Actions. Until further order of the Court, any and all of the
Companies and any persons acting under their direction or in concert with
them are: (1) directed‘to deliver the Property to Receiver or as otherwise
directed by Réceiver; (2) enjoined from disturbing the Receiver's use and
possegsion of the Property or other property that is the subject of this Order
in any w'a;y; (3) prohibited and restrained from disposing of, dissipating,
mishandling, or misappropriating any of the Property or other property that

is the subject of this Order; (4) prohibited from taking any actions that

would, directly or indirectly, have an adverse impact on the value of the
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Property; (5) prohibited and restrained from canceling, reducing or
modifying any and all insurance coverage in existence with respect to the
Property; and (6) prohibited and restrained from collecting any sums due to
the Companies;

. Receiver’s Right to Prevent Waste of, and to Preserve and/or Enhance

the Property. Effective immediately, Receiver is directed to take any and

all actions Receiver deems commercially reasonable and appropriate to keep
operating the schools, provide services to the schools, to prevent waste to the
Property, to preserve, secure, manage, maintain, safeguard, and enhance the
Property and all other forms of property to which Receiver is entitled to take
possession and control under this Order, and may, where appropriate in the
exercise: of its business judgment, take actions to enhance education
services, and the value of the Property. Receiver shall take reasonable
actions to ensure that it complies with all laws applicable to the possession,
use, occupancy, management, operation, and maintenance of the Property as
provided under any and all laws and regulations;

. Budget. Beginning in December 2014, on or before the fifteenth (15th)
business day in the month, and on or before the same day of every month

thereafter until the receivership created by this Order is terminated, Receiver
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shall furnish to Defendants and Tatonka a detailed, projected, monthly
operating budget for the fiscal year for Receiver and the Property (as may be
amended from time to time, the "Budget"). Tatonka and Defendants shall
advise Receiver in writing within ten (10) business days after receipt of the
Budget, or any amendment thereof, whether Tatonka or Defendants
disapproves of the Budget, or any amendment thereof. If Receiver,
Defendants, and Tatonka are unable to resolve any disbute concerning the
Budget, any party may petition the Court for a hearing to resolve such
dispute;

. Receiver’s Right to Manage, Maintain, and Operate the Property.

Receiver is authorized to manage and operate the Companies, including
appointing the Receiyer as the sole director, officer, member, board member,
and manager, as applicable, of each of the Companies and all of their wholly
owned direct or indiref:t subsidiaries. Receiver is further authorized accept
new students into the various operated schools, and to employ and pay such
teachers, education professionals and workers, contractors, brokers,
accountants, attorneys, and other persons and professionals as Receiver may
in its sound business judgment deem necessary or appropriate in the

management, conduct, control, or custody of the affairs of Companies and
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the Property. Receiver is further authorized to make payments and
disbursements in the ordinary course of business and to make such payments
and disbursements as may be necessary and proper for the preservation,
maintenance, security, and enhancement of the Property. Receiver may, but
shall not be required to, perform under any contract or lease entered into.
prior to the date on which it assumes possession of the Property. Prior to
taking any action previously authorized in this subparagraph, Receiver shall
obtain any such approvals and/or consents that Companies would be
required to obtain under applicable laws and regulations prior to taking any
such action;

. Receiver Authorized to Market and Sell the Property. Receiver is

authorized to market and sell unneeded pieces of the Property (as determined
by the Receiver in its sole discretion) where the value of the individual asset
is less than $25,000. The sale of any material assets needed for operations
may be approved only on the prior permission of the Court, after notice and
right to be heard to the applicable school authority, Defendants and to
Tatonka, and arty other creditor or party in interest requesting notice in
writirig and served on the Receiver. The Court will look with disfavor on

any proposed sale of any operating school that would result in the closing of
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the school, particularly during the school year. Nonetheless, if such
operation is creating financial instability, then the Court might permit such
closure. Subject to such notice and approval, Receiver is authorized to sell
all or a portion of the Property and other collateral, and execute on
Defendants’ behalf any necessary documents in connection with such sale. . .
and/or assumption. All liens, claims, interests, and encumbrances on any
Property sold shall attach to any and all proceeds of such sale in the priority
they now attach {o the Property;

. Receiver’s Right to Collect Amounts Due. Receiver is authorized to

receive and collect any and all sums due or owing to Companies in any
manner related to the Property, whether the same are now due or shall
hereafter become due and owing, to deposit such sums into an account
established and maintained by Receiver, and to expend such sums on the
operation and management of the Property in the ordinary course of its
business. All persons in possession of the Property or any portion thereof
are hereby directed to attorn to Receiver, and until further order of this Court
are hereby: (i) directed to pay over to Receiver or its duly designated agent
all rents, revenues, proceeds, or other sums payable with respect to the

Property which are now due and unpaid or hereafter become due, and (ii)
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enjoined and restrained from paying to Companies or their agents, officers,
directors, employees, or attorneys any such rents, revenues, proceeds, or
other sums;

Disputes and Legal Actions Related to the Property and the Companies.

Subject to the provisions of Paragraph 1, Receiver is authorized to litigate,
investigate, negotiate, and compromise for the Companies any and all
disputes related to the Property or to the Companies. The Receiver can do
so in its own name or in the name of the Companies. However, the
Companies’ shareholders may on their own contest any and all aspects of
this proceeding in this Court;

Insurance. Receiver is authorized to maintain appropriate property
insurance for the Property and Companies, public liability insurance,
worker’s compénsation insurance, fire and extended coverage insurance,
malpractice, health care, burglary and theft insurance, and other types of
insurance normally obtained in connection with the operation and
management of the Property and Companies, and is authorized to continue
any current policies in place and to purchase further insurance as Receiver

deems appropriate;

10
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k. Payment of Taxes; Preparation and Filing of Tax Returns for the

Property. Receiver is authorized to (i) pay all current and past due taxes,
and any other taxes qnd any other governmental assessments against the
Property, and (ii) prepare and file tax returns with respect tc the Property,
and other property subject hereto, as may be required by law. Receiver is.
authorized to negotiate with the Internal Revenue Service and other taxing
authorities concerning any past due taxes that the Companies may owe and,
in connection therewith, Receiver may execute a power of attorney on behalf
of the Companies authorizing Receiver to conduct such negotiations,
However, other than as set forth in a budget, any payment of past due

employment taxes may not be made without express Court approval.

1. Receiver’s Right to Borrow Money. In the event Receiver determines in
its sole business judgment that Companies need more cash in order to
adequately maintain the operations of the Property, Receiver is hereby
authorized to borrow such funds and expenses as may be necessary to pay
such costs and expenses on ordinary business terms as Receiver may
negotiate and agree. However, such loan can prime the lien position of any
Tatonka only upon either its consent or upon Court approval after due

notice, a hearing, and a Court determination that such loan is in the best

11
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interest of the receivership estate with due regard for the rights of all,

particularly any secured creditor being primed (the "Receivership Loan").

The Receivership Loan shall bear interest at a reasonable rate, with such lien
primed only by the unpaid fees and expenses of Receiver, subject to the
__rights of sec,uredwcxe,‘ditors__,as_,,.vpr_o,vided,‘ above. However, no personal
recourse shall be had against Receiver with respect to the Receivership
Loan, and any lender to the Receiver shall look solely to the Property and
Companies’ assets to satisfy any Receivership Loan,;

. Payment of Utilities; Maintenance of the Property. Receiver is authorized

to: (1) negotiate and enter into new agreements, and contracts in the ordinary
course of the business of the Property; (2) modify gxisting agreements and
contracts in the ordinary course of the business of the Property; (3) pay all
utilities, expenses, and other obligations secured by the Property or which
may give rise to liens on the Property, and all other outstanding obligations
to suppliers and service providers to the Companies for goods and services
‘provided in the ordinary course of business as set forth in subsection (p)
herein; and (4) make repairs necessary to the maintenance of the Property in

the ordinary course of business in order to preserve the Property;

12
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n. Application of Income from the Property. Receiver shall apply income

from the Property as set forth elsewhere herein and, subject to the lien rights
of secured creditors, as follows to the extent cash is available: (1) Receiver’s
approved fees and expenses; (2) the current operating expenses of the
receivership in the ordinary course of the business and receiver’s
professionals; (3) payment of budgeted amounts for past due federal
employment taxes as agreed upon in a tax payment plan by and between the
Receiver, solely in its capacity as Receiver for the Property, on the one hand,
and the Internal Revenue Service, on the other hand (the “Tax Plan”); (4) to
a reserve account of $500,000 to cover upcoming expenses; (5) to the extent
funds remain after payment of the foregoing items, a weekly amount, as
stipulated in the budget may be paid to Tatonka, plus Tatonka’s reasonable
attorneys' fees (subject to the provisions of paragraph 6(d) below). Unless
and until a Tax Plan is effectuated, the Receiver shall not make any
payments on account of subparts (4) or (5) above. If and when the Tax Plan
is effectuated, the Receiver shall apply income from the Property as set forth
in sq_bparts (1) through (5) above. Receiver is permitted to maintain

sufficient cash on hand to enable Receiver to meet those expenses.

13
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0. Accounting. Beginning in December 2014, on or before.the 15th day of
each month, Receiver shall make an accounting of all revenues collected and
all fees and expenses paid for the previous month and shall file said
accounting with the Court and shall serve upon Tatonka’s counsel and
Defendants' counsel, a copy of said accounting, and also to all other parties
who appear in this proceeding and who request notice. Receiver shall file a
final report within sixty (60) days after the termination of the receivership’s
operations;

p. Payment of Expenses Incurred in Running the Business After the

Receiver is Appointed. Receiver is permitted to pay all expenses incurred

on or after the date Receiver is appointed in the normal and ordinary course
of business of the Property. To the extent the income from the Property is
not sufficient to pay the expenses of operating the business, Receiver may
seek a Receivership Loan as set forth above. All fees and expenses of
Receiver shall constitute a ﬁrst lien and charge against the Property, with
priority ahead of all other liens and security interests, including without
limitation the liens and security interests of secured lenders and all other
creditors. The Receiver shall not be obligated to pay any expenses incurred

with regard to the Property or the operations of the Companies prior to

14
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Receiver taking possession of the Property, nor shall Receiver be required to
use any revenues in payment of such expenses. The Receiver shall pay
salaries and wages 'of all employees incurred prior to the beginning of
the Receivership in the ordinary course of Companies’ business within
the month immediately preceding the Receiver’s appointment and the
employment taxes due in connection with these payrolls. Receiver may,
in Receiver’s sole and absolute discretion, pay other expenses that were
incurred in the normal and ordinary course of business of the Property and
that were incurred prior to Receiver taking possession of the Property if, and
only if, the payment of any such pre-receivership‘ expenses or ongoing
payments in long term contracts is necesséry and essential to the ongoing
operation of the Companies (e.g., utilities, leases, executory contracts, and
mortgages). It shall be incumbent upon Receiver, in Receiver’s sole and
absolute discretion, to make a determination as to which expenses, if any,
incurred prior to the Receiver’s taking possession of the Property were
incurred in the normal and ordinary course of business and the payment of
which is necessary and essential to the ongoing operation of the Companies.
Receiver’s determination of such is binding on the parties hereto. The

Recelver may in its reasonable discretion pay past due and ongoing lease

15
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and mortgage payments, and may also renegotiate same in its reasonable

discretion;

. Right to File Bankruptcy Petition. Receiver and/or Defendants are
empowered to file a bankruptcy petition under any Chapter of the United
States Bankruptcy Code for each and all of the Companies.

Compliance with Laws. Receiver shall take reasonable actions to ensure

that it complies with all laws and regulations, particularly those applicable to
education companies and schools. All governmental agencies shall deal
with the Receiver, or Receiver's designee, as the sole representative of the

Companies;

. Receiver’s Liability. Except in the event of gross negligence, willful
miscoﬁduct, or actions in violation of orders of the Court, Receiver (and its
representatives, employees, agents and professionals) shall have no personal
liability for any pbliga:mions incurred in the course of the receivership, any
and all Such liabilitie; being limited to the assets (including the cash and
cash equivalents) received and generated by Receiver in the course of the
receivership, subject to the existing lien of secured creditors. Receiver shall
have no liability with respect to taxes incurred prior to the receivership. Pre-

receivership taxes may be paid from proceeds of the sale of the Companies'

16
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assets in accordance with the priority owed to such taxes. Tatonka will hold
Receiver harmless except in connection with any willful misconduct or gross
negligence by Receiver; and

t. Receiver’s Authority. The authority granted to Receiver is self-executing.

5. Receiver’s appointment is effective immediately upon entry of this
Order, and Receiver shall be authorized, subject to control of this Court, to do any
and all of the above acts necessary to the proper and lawful conduct of the
receivership, provided that within fourteen (14) days of the date hereof, Receiver
shall post a bond in the amount of $5,000,000.00 (Five million dollars) conditioned
upon its performance of its duties as set forth herein. The cost of this bond shall be
borne exclusively by Tatonka subject to further orders of this Court.

6. To ensure the orderly operation of the receivership and maximize the
value of the asseté, Receiver’s proposed fee arrangment as set forth in the Motion
for Receiver is approved, and Receiver shall be compensated as follows:

a. Receiver shall be paid a fee based on the hourly rates of its internal
professionals, not exceeding $350 per hour. Receiver and its
supporting staff shall be reimbursed for all reasonable out-of-pocket
expenses, including travel expenses, reasonably incurred in the

discharge of its rights and duties as Receiver, and any professional

17
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fees and expenses incurred by outside professionals retained by
Recei;/el' in its sole discretion, all of which shall be deemed to be
"expenses" of Receiver under this Court;

b. Receiver shall be entitled to retain such professionals on such terms
and conditions as Receivers deems necessary in connection with the
performance of Receiver's duties hereunder. Receiver and Receiver’s
retained professionals shall prepare periodic statements of services
rendered and time expended during the course of the receivership.
Those periodic statements shall be filed with the Court and made
available to the parties in this litigation;

c. Unless a party files a written motion objecting to the payment of a
periodic Receiver’s invoice within fourteen (14) calendar days of
filing of the invoice, Receiver is authorized to pay: (i) fifty percent
(50%) of Receiver's fees, (ii) ninety percent (90%) of any retained
professional's fees, and (iii) one-hundred percent (100%) of expenses
in‘the invoice. In the event that a written objection to the payment of
the invoice is timely made with Receiver and the Court, the objection

should be set for hearing by the objecting party as soon as practicable;

18
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d. If a timely objection is filed, then until an order is entered concerning
the objection is entered, Receiver shall be authorized to pay only forty
percent (40%) of the fees stated in the invoice at issue and shall hold
back payment of the rest;

e. In the event of a sale of operating assets to a purchaser other than a
secured creditor or its affiliate, Receiver shall be paid the remaining
balance of its fees and any expenses plus a success fee of 2.0% of the
gross proceeds subject to notice and a right to be heard by Defendants;

f. In the event of a sale of operating assets to a secured creditor or its
affiliates, Receiver shall be paid the remaining balance of its fees and
any expenses plus a success fee of 0.5% of the gross proceeds subject
to notice and a right to be heard by Defendants; and

g. Upon the sale of operating assets or other resolution of the
receivership, the remaining balance of the fees owed to Receiver and
its professionals shall be paid prior to the final report or dismissal of
the receivership.

7. Receiver will, within sixty (60) days of qualification and appointment,
file in this action a commercially reasonable inventory of all items of which

Receiver has taken possession. If Receiver subsequently comes into possession of
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substantial additional items, Receiver will file a supplemental inventory when
practical. Receiver will file monthly reports apprising the Court of the status of the
Property and will serve the reports upon the parties in this litigation.

8. Because of the large size of this multi-state receivership, the ten (10)
day period for filing companion proceedings in other districts contained in 28
U.S.C. § 754 is extended to sixty (60) days.

9. Receiver may, in its sole and absolute discretion, resign its office as
Receiver by providing not less than thirty (30) days written notice to counsel for
Tatonka and the Companies, and by filing such notice with this Court.

10.  The liability of Receiver and its professionals, agents, representatives,
employees, affiliates, successors, and assigns, for any and all claims, liabilities,
damages, fees, costs, expenses, and charges incurred or arising from their
respective acts or omissions in connection with Defendants, this Order, the
receivership established puréuant to this Order, and/or the Property, shall exist only
to the extent that this Court determines by a final and non-appealable judgment that
such acts or omissions resulted solely from such person’s bad faith or gross
negligence. Any such liability shall be paid as an expense of the receivership when
and as incurred. This provision shall survive the termination or resignation of

Receiver, and the termination or suspension of the receivership.
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11.  In order to promote judicial economy, all persons, partnerships, firms,
corporations, and entities are hereby enjoined from proceeding to place an
involuntary lien upon or levy upon or from otherwise interfering with Receiver’s
exclusive possession of the Property or its carrying out of any duty under this
Order including the cancellation of any executory contracts, licenses, or other
rights held by any of the Companies during the pendency of this receivership,
unless such person first obtains prior permission from this Court. Any interested
party may appear and pursue in this court any claim it may have against any of the
Companies, including seekihg to remove its collateral or other assets from the
Receiver’s control, cancelling executory contracts, leases, insurance and the like.
Such persons need not intervene as a party to have their rights fully heard and
adjudicated.

12. All third parties (including but not limited to financial institutions) in
possession of any Property subject to this Order are hereby ordered to turn over
such assets to Receiver within seven (7) business days of receipt of a copy of this
Order.

IT IS SO ORDERED this 21st day of October, 2014.

Tim&tﬁy C. Batten, Sr.
United States District Judge

21
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EXHIBIT “B”

IN THE UNITED STATES DISTRICT COURT
FOR THE NORTHERN DISTRICT OF GEORGIA
ATLANTA DIVISION

TATONKA CAPITAL CORPORATION, a
Colorado corporation,

Plaintiff,
V.

MOSAICA EDUCATION,INC,, a Delaware
corporation; MICHIGAN EDUCATIONAL
FACILITIES, LLC, a Delaware limited
liability company; ASI TEXAS, LLC, a
Delaware limited liability company; EFA
COMPANY, LLC, a Michigan limited liability
company; LORAIN-LEAVITT PROPERTIES,
LLC, a Georgia limited liability company;
WARREN-ELM FACILITIES, LLC, a
Georgia limited liability company; and
COLUMBUS-MORSE PROPERTIES, LLC, a
Georgia limited liability company,

Defendants.

L W WL W S T N S S N T e R S P

CIVIL ACTION NO.
1:14-CV-03017-TCB

ORDER APPOINTING RECEIVER

This matter came to be heard upon the Motion for Appointment of Receiver

(the "Motion"), filed by plaintiff Tatonka Capital Corporation ("Tatonka" or

"Plaintiff"). The Motion was filed contemporaneously with Tatonka’s Complaint

for Breach of Contract and for Appointment of a Receiver (the "Complaint"),

commencing the instant action. The Complaint and Motion are filed against
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defendants Mosaica Education, Inc. ("MEI") and certain of its wholly owned
subsidiaries ("Subsidiafies"'). Collectively, MEI and the Subsidiaries are referred
to as the "Companies" or "Defendants".

The Court, after notice and an evidentiary hearing, having considered the
pertinent pleadings, evidence, and argument of counsel, finds that the appointment
of a receiver is appropriate and the Motion is due to be granted as set forth herein:

IT IS HEREBY ORDERED, ADJUDGED, and DECREED that the
Motion is GRANTED, and that:

The Court finds that the appointment of a receiver for the assets and business
operations of all of the Companies is proper and for good cause shown, both as a
legal remedy based on contract and an equitable‘remedy based on the facts shown.
The receiver’s specific duties, rights, and obligations are set forth below. The
receiver’s paramount duties are to provide appropriate and quality
educational services at the schools operated by the Companies and to
preserve, protect, and enhance the value of the Companies. Therefore, the
receiver shall do its best to retain the vast majority of the present employees
so as to maintain confidence and continuity. All other duties are subordinate

to these primary duties.
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1. To the extent the Receiver is obligated to deliver notices, reports,
budgets, requests, and other information to Tatonka by the terms of this Order, the
Receiver shall also contemporaneously deliver such papers to Defendants' counsel.
Defendants' shareholders are granted standing on behalf of the Companies solely
for the purpose of asserting and prosecuting defenses and claims against Tatonka.
The deadline to respond to Tatonka's complaint shall be extended to February 26,
2015.

2. GGG Partners, LLC, by and through its Managing Partner Katie S.
Goodman, is hereby appointed receiver ("Receiver") of all of the Companies’
assets and operation;, including all real property, personal property, mixed
property, and all stock and ownership interests held by MEI in its various
subsidiaries, along with associated voting rights (the "Property"). Receiver is not
an attorney for or related to any party to this action.

3. The ‘_Property 'includes, without limitation, all of the Companies'
assets, including management of charter schools, as well as all books and records
related to the assets and business, accounts receivable reports, reports, revenues
and proceeds of all assets, surety and performance bonds, letters of credit, security
deposits, tax deposits, operations, performance deposits, escrow deposits, deposit

accounts, keys, access codes and cards, books, records, accounts, bank accounts,
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checkbooks, ledgers, accounts payable and accounts receivable records, leases,
reports, insurance policies and certificates, executory contracts, leasehold interests,
plans, specifications, drawings, surveys, technical manuals for all systems, together
with operating procedures, passwords, security codes, warranties, records required
to be kept under applicable safety, health care, and environmental laws, licenses,
permits, rights related to any state, federal, and local education agencies and
authorities, all tax benefits and rights, proffers, entitlements, trademarks, service
marks, trade names, intellectual property rights (including but not limited to the
Paragon© curriculum), clairr}s, causes of action, choses in action and in general all
other information, data, instruments, documents, rights, properties or assets of any
kind or character whgtsoever (whether tangible or intangible and whether real,
personal or mixed) forming a part of or related to the ownership, development, use,
operation and/or management of any and all of the Companies’ assets, including
any and all assets that Receiver needs to perform Receiver's duties.

4, Subject to control of this Court and the laws regarding receivership,
Receiver is authorized, pursuant to this Order, to do any and all acts necessary for
the proper and lawful conduct of the receivership. Specifically, the following

orders are entered:



Case 1:14-cv-03017-TCB Document 28 Filed 10/21/14 Page 5 of 21

a. Receiver’s Exclusive and Complete Control over the Property. Receiver

is authorized to take and have complete and exclusive control and possession
of the Property. Receiver is vested with all of the Property. including the
books, records, files, data, and information of the Companies;

b. Bank Accounts. Without any further action from the boards of the

Companies, this Order authorizes Receiver to take control of existing bank
accounts and to open any new bank accounts, and further authorizes
Receiver to add and remove any existing signatories of any bank accounts.
Receiver shall also be entitled to copies of any historical bank records of the
Companies.

c. Companies’ Actions. Until further order of the Court, any and all of the

Companies and any persons acting under their direction or in concert with
them are: (1) dir_ected‘to deliver the Property to Receiver or as otherwise
directed by Receiver; (2) enjoined from disturbing the Receiver's use and
possession of the Property or other property that is the subject of this Order
in any Wéy; (3) prohibited and restrained from disposing of, dissipating,
mishandling, or misappropriating any of the Property or other property that
is the subject of this Order; (4) prohibited from taking any actions that

would, directly or indirectly, have an adverse impact on the value of the
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Property; (5) prohibited and restrained from canceling, reducing or
modifying any and all insurance coverage in existence with respect to the
Property; and (6) prohibited and restrained from collecting any sums due to
the Companies;

. Receiver’s Right to Prevent Waste of, and to Preserve and/or Enhance

the Property. Effective immediately, Receiver is directed to take any and

all actions Receiver deems commercially reasonable and appropriate to keep
operating the schools, provide services to the schools, to prevent waste to the
Property, to preserve, secure, manage, maintain, safeguard, and enhance the
Property and all other forms of property to which Receiver is entitled to take
possession and control under this Order, and may, where appropriate in the
exercise: of its business judgment, take actions to enhance education
services, and the value of the Property. Receiver shall take reasonable
actions to ensure that it complies with all laws applicable to the possession,
use, occupancy, management, operation, and maintenance of the Property as
provided under any and all laws and regulations;

. Budget. Beginning in December 2014, on or before the fifteenth (15th)
business day in the month, and on or before the same day of every month

thereafter until the receivership created by this Order is terminated, Receiver
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shall furnish to Defendants and Tatonka a detailed, projected, monthly
operating budget for the fiscal year for Receiver and the Property (as may be
amended from time to time, the "Budget"). Tatonka and Defendants shall
advise Receiver in writing within ten (10) business days after receipt of the
~ Budget, or any amendment thereof, whether Tatonka or Defendants
disapproves of the Budget, or any amendment thereof. If Receiver,
Defendants, and Tatonka are unable to resolve any dispute concerning the
Budget, any party may petition the Court for a hearing to resolve such

dispute;

. Receiver’s Right to Manage, Maintain, and Operate the Property.

Receiver is authorized to manage and operate the Companies, including
appointing the Receive; as the sole director, officer, member, board member,
and manager, as applicable, of each of the Companies and all of their wholly
owned direct or 'mdiregt subsidiaries. Receiver is further authorized accept
new students inté the various operated schools, and to employ and pay such
teachers, education professionals and w.orkers, contractors, brokers,
accountants, attorneys, and other persons and professionals as Receiver may
in its sound business judgment deem necessary or appropriate in the

management, conduct, control, or custody of the affairs of Companies and
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the Property. Receiver is further authorized to make payments and
disbursements in the ordinary course of business and to make such payments
and disbursements as may be necessary and proper for the preservation,
maintenance, security, and enhancement of the Property. Receiver may, but
shall not be required to, perform under any contract or lease entered into
prior 1o the date on which it assumes possession of the Property. Prior to
taking any action previously authorized in this subparagraph, Receiver shall
obtain any such approvals and/or consents that Companies would be
required to obtain under applicable laws and regulations prior to taking any
such action;

. Receiver Authorized to Market and Sell the Property. Receiver is

authorized to market and sell unneeded pieces of the Property (as determined
by the Receiver in its sole discretion) where the value of the individual asset
is less than $25,000. The sale of any material assets needed for operations
may be approved only on the prior permission of the Court, after notice and
right to be heard to the applicable school authority, Defendants and to
Tatonka, and any other creditor or party in interest requesting notice in
writirig and served on the Receiver. The Court will look with disfavor on

any proposed sale of any operating school that would result in the closing of
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the school, particularly during the school year. Nonetheless, if such
operation is creating financial instability, then the Court might permit such
closure. Subject to such notice and approval, Receiver is authorized to sell
all or a portion of the Property and other collateral, and execute on
Defendants’ behalf any necessary documents in connection with such sale
and/or assumption. All liens, claims, interests, and encumbrances on any
Property sold shall attach to any and all proceeds of such sale in the priority
they now attach to the Property;

. Receiver’s Right to Collect Amounts Due. Receiver is authorized to

receive and collect any and all sums due or owing to Companies in any
manner related to the Property, whether the same are now due or shall
hereafter become due and owing, to deposit such sums into an account
established and maintained by Receiver, and to expend such sums on the
operation and management of the Property in the ordinary course of its
business. All persons in possession of the Property or any portion thereof
are hereby directed to attorn to Receiver, and until further order of this Court
are hereby: (i) directed to pay over to Receiver or its duly designated agent
all rents, revenues, proceeds, or other sums payable with respect to the

Property which are now due and unpaid or hereafter become due, and (ii)
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enjoined and restrained from paying to Companies or their agents, officers,
directors, employees, or attorneys any such rents, revenues, proceeds, or
other sums;

Disputes and Legal Actions Related to the Property and the Companies.

Subjegt to the provisions of Paragraph 1, Receiver is authorized to litigate,
investigate, negotiate, and compromise for the Companies any and all
disputes related to the Property or to the Companies. The Receiver can do
so in its own name or in the name of the Companies. However, the
Companies' shareholders may on their own contest any and all aspects of
this proceeding in this Court;

Insurance. Receiver is authorized to maintain appropriate property
insurance for the Property and Companies, public liability insurance,
worker’s compensation insurance, fire and extended coverége insurance,
malpractice, health care, burglary and theft insurance, and other types of
insurance normally obtained in connection with the operation and
management of the Property and Companies, and is authorized to continue
any current policies in place and to purchase further insurance as Receiver

deems appropriate;

10
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k. Payment of Taxes; Preparation and Filing of Tax Returns for the

Property. Receiver is authorized to (i) pay all current and past due taxes,
and any other taxes and any other governmental assessments against the
Property, and (ii) prepare and file tax returns with respect tc the Property,
and other property subject hereto, as may be required by law. Receiver is
authorized to negotiate with the Internal Revenue Service and other taxing
authorities concerning any past due taxes that the Companies may owe and,
in connection therewith, Receiver may execute a power of attorney on behalf
of the Companies authorizing Receiver to conduct such negotiations.
However, other than as set forth in a budget, any payment of past due
employment taxes may not be made without express Court approval.

1. Receiver’s Right to Borrow Money. In the event Receiver determines in

its sole business judgment that Companies need more cash in order to
adequately maintain the operations of the Property, Receiver is hereby
authorized to borrow such funds and expenses as may be necessary to pay
such costs and expenses on ordinary business terms as Receiver may
negotiate and agree. However, such loan can prime the lien position of any
Tatonka only upon either its consent or upon Court approval after due

notice, a hearing, and a Court determination that such loan is in the best

11
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interest of the receivership estate with due regard for the rights of all,

particularly any secured creditor being primed (the "Receivership Loan").

The Receivership Loan shall bear interest at a reasonable rate, with such lien
primed only by the unpaid fees and expenses of Receiver, subject to the
-rights of secured creditors_as provided above. However, no personal
recourse shall be had against Receiver with respect to the Receivership
Loan, and any lender to the Receiver shall look solely to the Property and
Companies’ assets to satisfy any Receivership Loan;

. Payment of Utilities; Maintenance of the Property. Receiver is authorized

to: (1) negotiate and enter into new agreements, and contracts in the ordinary
course of the business of the Property; (2) modify gxisting agreements and
contracts in the ordinary course of the business of the Property; (3) pay all
utilities, expenses, and other obligations secured by the Property or which
may give rise to liens on the Property, and all other outstanding obligations
to suppliers and service providers to the Companies for goods and services
provided in the ordinary course of business as set forth in subsection (p)
herein; and (4) make repairs necessary to the maintenance of the Property in

the ordinary course of business in order to preserve the Property;

12
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n. Application of Income from the Property. Receiver shall apply income

from the Property as set forth elsewhere herein and, subject to the lien rights
of secured creditors, as follows to the extent cash is available: (1) Receiver’s
approved fees and expenses; (2) the current operating expenses of the
receivership in the ordinary course of the business and receiver’s
professionals; (3) payment of budgeted amounts for past due federal
employment taxes as agreed upon in a tax payment plan by and between the
Receiver, solely in its capacity as Receiver for the Property, on the one hand,
and the Internal Revenue Service, on the other hand (the “Tax Plan”); (4) to
a reserve account of $f';00,000 to cover upcoming expenses; (5) to the extent
funds remain after payment of the foregoing items, a weekly amount, as
stipulated in the budget may be paid to Tatonka, plus Tatonka’s reasonable
attorneys' fees (subject to the provisions of paragraph 6(d) below). Unless
and until a Tax Plan is effectuated, the Receiver shall not make any
payments on account of subparts (4) or (5) above. If and when the Tax Plan
is effectuated, the Receiver shall apply income from the Property as set forth
in subparts (1) through (5) above. Receiver is permitted to maintain

sufficient cash on hand to enable Receiver to meet those expenses.

13
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0. Accounting. Beginning in December 2014, on or before ‘the 15th day of
each month, Receiver shall make an accounting of all revenues collected and
all fees and expenses paid for the previous month and shall file said
accounting with the Court and shall serve upon Tatonka’s counsel and
Defendants' counsel, a copy of said accounting, and also to all other parties
who appear in this proceeding and who request notice. Receiver shall file a
final report within sixty (60) days after the termination of the receivership’s
operations;

p. Payment of Expenses Incurred in Running the Business After the

Receiver is Appointed. Receiver is permitted to pay all expenses incurred

on or after the date Receiver is appointed in the normal and ordinary course
of business of tﬁe Property. To the extent the income from the Property is
not sufficient to pay the expenses of operating the business, Receiver may
seek a Receivership Loan as set forth above. All fees and expenses of
Receiver shall constitute a first lien and charge agaipst the Property, with
priority ahead of all other liens and security interests, including without
limitation the liens and security interests of secured lenders and all other
creditors. The Receiver shall not be obligated to pay any expenses incurred

with regard to the Property or the operations of the Companies prior to

14
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Receiver taking possession of the Property, nor shall Receiver be required to
use any revenues in payment of such expenses. The Receiver shall pay
salaries and wages of all employees incurred prior to the beginning of
the Receivership in the ordinary course of Companies’ business within
the month immediately preceding the Receiver’s appointment and the.
employment taxes due in connection with these payrolls. Receiver may,
in Receiver’s sole and absolute discretion, pay other expenses that were
incurred in the normal and ordinary course of business of the Property and
that were incurred prior to Receiver taking possession of the Property if, and
only if, the payment of any such pre-receivership expenses or ongoing
payments in long term contracts is necessary and essential to the ongoing
operation of the Companies (e.g., utilities, leases, executory contracts, and
mortgages). It shall be incumbent upon Receiver, in Receiver’s sole and
absolute discretion, to make a determination as to which expenses, if any,
incurred prior lo the Receiver’s taking possession of the Property were
incurred in the normal and ordinary course of business and the payment of
which is necessary and essential to the ongoing operation of the Companies.
Receiver’s determination of such is binding on the parties hereto. The

Receiver may in its reasonable discretion pay past due and ongoing lease

15
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and mortgage payments, and may also renegotiate same in its reasonable

discretion;

. Right to File Bankruptcy Petition. Receiver and/or Defendants are
empowered to file a bankruptcy petition under any Chapter of the United
States Bankruptcy Code for each and all of the Companies. .

Compliance with Laws. Receiver shall take reasonable actions to ensure

that it complies with all laws and regulations, particularly those applicable to
education companies and schools. All governmental agencies shall deal
with the Receiver, or Receiver's designee, as the sole representative of the
Companies;

. Receiver’s Liability. Except in the event of gross negligence, willful

miscoﬁduct, or actions In violation of orders of the Court, Receiver (and its
representatives, employees, agents and professionals) shall have no personal
liability for any pbligattions incurred in the course of the receivership, any
and all such liabilitieé being limited to the assets (including the cash and
cash equivalents) received and generated by Receiver in the course of the
receivership, subject to the existing lien of secured creditors. Receiver shall
have no liability with respect to taxes incurred prior to the receivership. Pre-

receivership taxes may be paid from proceeds of the sale of the Companies'

16
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assets in accordance with the priority owed to such taxes. Tatonka will hold
Receiver harmless except in connection with any willful misconduct or gross
negligence by Receiver; and

t. Receiver’s Authority. The authority granted to Receiver is self-executing.

5. Receiver’s appointment is effective immediately upon entry of this
Order, and Receiver shall be authorized, subject to control of this Court, to do any
and all of the above acts necessary to the proper and lawful conduct of the
receivership, provided that within fourteen (14) days of the date hereof, Receiver
shall post a bond in the amount of $5,000,000.00 (Five million dollars) conditioned
upon its performance of its duties as set forth herein. The cost of this bond shall be
borne exclusively by Tatonka subject to further orders of this Court.

6. To ensure the orderly operation of the receivership and maximize the
value of the assets, Receiver’s proposed fee arrangment as set forth in the Motion
for Receiver is approved, and Receiver shall be compensated as follows:

a. Receiver shall be paid a fee based on the hourly rates of its internal
professionals, not exceeding $350 per hour. Receiver and its
supporting staff shall be reimbursed for all reasonable out-of-pocket
expenses, including travel expenses, reasonably incurred in the

discharge of its rights and duties as Receiver, and any professional

17



Case 1:14-cv-03017-TCB Document 28 Filed 10/21/14 Page 18 of 21

fees and expenses incurred by outside professionals retained by
Recei\‘/er in its sole discretion, all of which shall be deemed to be
"expenses" of Receiver under this Court;

b. Receiver shall be entitled to retain such professionals on such terms
and conditions as Receivers deems necessary in connection with the
performance of Receiver's duties hereunder. Receiver and Receiver’s
retained professionals shall prepare periodic statements of services
rendered and time expended during the course of the receivership.
Those periodic statements shall be filed with the Court and made
available to the parties in this litigation;

c. Unless a party files a written motion objecting to the payment of a
periodic Receiver’s invoice within fourteen (14) calendar days of
filing of the invoice, Receiver is authorized to pay: (i) fifty percent
(50%) of Receiver's fees, (ii) ninety percent (90%) of any retained
professional's fees, and (iii) one-hundred percent (100%) of expenses
in\the invoice. In the event that a written objection to the payment of
the invoice is timely made with Receiver and the Court, the objection

should be set for hearing by the objecting party as soon as practicable;

18
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d. If a timely objection is filed, then until an order is entered concerning
the objection is entered, Receiver shall be authorized to pay only forty
percent (40%) of the fees stated in the invoice at issue and shall hold
back payment of the rest;

e. In the event of a sale of operating assets to a purchaser other than a
secured creditor or its affiliate, Receiver shall be paid the remaining
balance of its fees and any expenses plus a success fee of 2.0% of the
gross proceeds subject to notice and a right to be heard by Defendants;

f. In the event of a sale of operating assets to a secured creditor or its
affiliates, Receiver shall be paid the remaining balance Qf its fees and
any expenses plus a success fee of 0.5% of the gross proceeds subject
to notice and a right to be heard by Defendants; and

g. Upon the sale of operating assets or other resolution of the
receivership, the remaining balance of the fees Qwed to Receiver and
its professionals shall be paid prior to the final report or dismissal of
the receivership.

7. Receiver will, within sixty (60) days of qualification and appointment,
file in this action a commercially reasonable inventory of all items of which

Receiver has taken possession. If Receiver subsequently comes into possession of
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substantial additional items, Receiver will file a supplemental inventory when
practical. Receiver will file monthly reports apprising the Court of the status of the
Property and will serve the reports upon the parties in this litigation.

8. Because of the large size of this multi-state receivership, the ten (10)
day period for filing companion proceedings in other districts contained in 28
U.S.C. § 754 1s extended to sixty (60) days.

9. Receiver may, in its sole and absolute discretion, resign its office as
Receiver by providing not less than thirty (30) days written notice to counsel for
Tatonka and the Companies, and by filing such notice with this Court.

10.  The liability of Receiver and its professionals, agents, representatives,
employees, affiliates, successors, and assigns, for any and all claims, liabilities,
damages, fees, costs, expenses, and charges incurred or arising from their
respective acts or omissions in connection with Defendants, this Order, the
receivership established pursuant to this Order, and/or the Property, shall exist only
to the extent that this Court determines by a final and non-appealable judgment that
such acts or omissions resulted solely from such person’s bad faith or gross
negligence. Any suéh liability shall be paid as an expense of the receivership when
and as incurred. This provision shall survive the termination or resignation of

Receiver, and the termination or suspension of the receivership.
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11, In order to promote judicial economy, all persons, partnerships, firms,
corporations, and entities are hereby enjoined from proceeding to place an
involuntary lien upon or levy upon or from otherwise interfering with Receiver’s
exclusive possession of the Property or its carrying out of any duty under this
Order including the cancellation of any executory contracts, licenses, or other
rights held by any of the Companies during the pendency of this receivership,
unless such person first obtains prior permission from this Court. Any interested
party may appear and pursue in this court any claim it may have against any of the
Companies, including seekiﬁg to remove its collateral or other assets from the
Receiver’s control, cancelling executory contracts, leases, insurance and the like.
Such pefsons need not intervene as a party to have their rights fully heard and
adjudicated.

12.  All third parties (including but not limited to financial institutions) in
possession of any Property subject to this Order are hereby ordered to turn over
such assets to Receiver within seven (7) business days of receipt of a copy of this
Order.

IT IS SO ORDERED this 21st day of October, 2014.

Tim&tﬁy C. Batten, Sr.
United States District Judge
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