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STATE OF NORTH CAROLINA I -1 34112 15 . IN THE GENERAL COURT OF

i o SUPERIOR COURT DIVISION
COUNTY OF WAKE WAKE COUNTY CSC., 08 CVS 7428

| o oBY_ -
STATE OF NORTH CAROLINA ex rel.
ROY COQPER, Attorney General, and
NORTH CAROLINA STATE BAR,

- Plaintiffs, S
CONSENT JUDGMENT
v, - AS TO DEFENDANTS
- A JEFFREY NORMAN, STANLEY
~ AMERICAN FAMILY PREPAID LEGAL NORMAN, AND HERITAGE

CORPORATION, INC. d/b/a
AMERICAN FAMILY LEGAL PLAN;
HERITAGE MARKETING AND

MARKETING AND INSURANCE
SERVICES, INC. -

STANLEY NORMAN; and JEFFREY
NORMAN,

Defendants.

This cause éame on to be heard and being heard before the undersigned Superior Court

Jﬁdge in Wake County for entry of a Consent Judgment between plaintiffs State of North

-Carolina, by and ﬂirough Attorney General Roy Cooper, and the North Carolina State Bar and

defendants Jeffrey Norman, Stanley Norman and Heritage Marketing and Insurance Services, Inc.

The Court, with the consent: of the parties, makes the following:

FINDINGS OF FACT

1. Plaintiffs are the State of North Carolina actin'g by and through its Attorney

- General Roy Cooper, pursuant to authority granted by Chapters 75 and 114 of the

North Carolina General Statutes, and the North Carolina State Bar, an agency of the

EXHIBIT A



State, pursuant to auth&rity granted in Chapter 84 of thé North Carolina-General
Statutes. ' | |

2. .Défendant Jeffrey Norman, a resident of California, is the president of defendant
: Heritagé Marketing and Insurance ‘Services, Inc. (Heritage) and a director of defendant
American Family Prepaid 'L’egafl' Corporation Inc. d/b/a/ Américan Family Legal Plan
{AFLP). Defendant Jeﬁfﬁy Norman, along with defendant Stanley Norman, has managed and
_ controlled the operations of defendants AFLP and Heritage, including their mmketing and sale'of -
. living trusts and annmty contracts to residents of Norﬁ Carolina. |

3. Defendant Stanley Norman, a resident of California, was the president and a
director of AFLP and was listed in some corporate filings as the president and chief executive
officer of defendant Heritage. Defendant Stanley Norman, along with defendant Jeffrcy Norman,
managed and controlled the operations of defendants AFLP and Heritage, including their
marketing and sale of living trusts and annuity conﬁacts to residents of North Carolina. On 12
November 2007, defendant Stanley Norman ﬂ]éd for Chapter 7 bankruptcy protection in the
Central District of California (Case No. '8:07:-13776-RK). Thomas H. Casey, Esq., was ‘
A appointed as Cﬁgpter 7 Trustee. |

4. Defendant Heritége is a California corporation. Heritage sold insuranpe
products, including annuities, and provided ﬁotaw and document del'iver-y services to
North Carolina consumers who purchased living trust plans from defendant AFLP.
Heritage and AFLP are affiliated companies with common ownership and common

officers and directors.
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5, .Defenda;lt AFLPisa Califernia cerporation that had its grjncipai piace of
business in Irvme Cahfonna and an ofﬁce in Greensboro North Carohna AFLP was. reglstcred
with the North Carolina Secretary of State asa forelgn corporation authonéed to do business in -
| Nerth Carolir_la. On 12 N0vember 2007, AFLP filed for Chapter 7 bankruptcy protection in the
.Central District of California (Case No. 8:07-13777-RK). Thomas H. Casey, Esq., was
appointed as (-Zhapter? Trustee. |

6 P!alntlffs allege the followmg

a. Between approximately 2002 and 2007, AFLP, through |ts owners,
employees agents, and representatlves sold what AFLP descnbed as a prep‘ald Iegal ,
services plan to‘consumers throughout North Carolina. The “plan did not meet the
definition of a pre;.}aid legal plan as deﬁned_ in the Rules of the North Caro-lina -State.
"B-ar, as required: un_der N.C.G.S. § ,84-23.1, because consumers purchased the"‘plen”
- for only one legal service -- the prepai*'ation-of a living trust and related est-atep]anning .

*ﬁd'cuments, such as eowers of attorney and a living will. AFLP used the sale of the

living trust and estate planning documents to further its ultimate purpose, which was to |
| provide financial info_rmation gained threugh the sale of the living trust to a related
entity, defer_\dent Heritage and its employees, agents, or repfesentatives to facilitate -
Heritage’s sale of annuities and other insurehce products to AFLP customers;

b. AFLP marketed the living truste exclusively te older coﬁsumers ‘
through ma’i[ihgs sent to lead lists targeting_consumers over the age of sixty—fi\}e. The
meili-ngs invited consumers to return a pre-addressed response card so they could

obtain a free publication. The mailings referenced AARP, leading some consumers to



believe .éfhe fnailing ceme' from AARP or a companyafﬁii,aieﬁ with AARP, and AFLP’S
- 'ﬁéme and contact information did ‘ot appear anywhere on the mallmg Consumers”
responding to the mailin_g received a telephone call from AFLP attempting to set up an
_ ;in—home.sai_es appointment rather than publis'hed materials. ‘Some consumers informed
the Atiorney General’_s Office that they never mailed a response card yet received a
‘;ceid” calt from AFLP to set up an in-home sales appointmehf;
c. The frai‘ning materials AFLP used fo train its sales represenfatives
‘eﬁceuraged them to use high~preseure deceptive sales tactics. While none of AFLP's
sales agents were ever licensed as attorneys in North Carolina, AFLP’s sales
presen’tanons included spectf C 1egai and tax adwce concerning the consumer's estate,
including explanations of the probate process, alternatives to the probate process, and _
adv_iee on how the particular eoneumer would benefit from purehasiné a"livincj trust
~ through AFLP. DUring the in-home sales presentaiion, AFLP sales agents gaVe '
overstated or misleading informa’tien ebqut the cost and length of probate as well as the
- benefits of the living trust; |
d. AFLP agents also made misleading sfatemehte coneerning the
qﬁalificetions of its plan attorneys' by 'represe_ntin_g that the pian attorney preparing the
li\}in.g truste was a specialis-t'in. estate ptanning when no AFLP plan. attorney has ever
been certified asa spegialist under the rules of the North Caroli.na State Bar,
e. When AFLP's estate plenning documents were completed, a |
Heritage Vséles agent delivered them and oversaw the consumer’s execution of the
‘documents. The Heritage employees who delivered the doc-i.smehfs were all licensed
insurence agents who were there to sell 'annuities and other insurance preducts to the
| | 4
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consumérs, but they *l’a;i‘ied to dié.close this fo the consumers and instead répfe-sienied
themselves as “Asset Preservation Specialists?”

f. The Heritage agents, who already had pe_rsénal ﬁnaﬁcial
information about ét?he‘consumers’r assets from AFLP, collected additional financial
information at the time the consumer was executing the estate planning documents and
then attempted to convince the elderly consumer to use a large portion of his o_rl'h.er
liquid assets to puféhaée an insurance product, typically a single premium, éqUityQ
indexed, deferred annuity. These annuities typically had a terfn of up té twenly years
" and contained surrender periods of up to fifteen years, during which t-‘ime the consumer |

would incur significant penalties for wit'hdrawal.of the principal, but the Heritage agents
failed to clearly and conspicuously disclose this information to the consumer. in some
ih-st'ances, Heritagé agenté convinced cbhsum_ers to cash in other annuity produ'cté and
IRAs to purchase an annuity, ‘causing them to incur Both surrender penalties and taxes.
:Herﬂ!tagé agents also focused their sales pitches on the first yéar return, which is
typically larger than the returns in subsequent years, and _faile'd to fully inform _
consumers of the likelihood that the small guéranteed return might be all they would
- receive for the remai'ning‘term of the annuity; |
g. - Inmany cases, the terms of annuifies sold by Heritage agents,
re%ati\fe to thé ages of the consumers who buy them, virtually ensured that the
consumer would not live long enough to be able to withdraw more than a limited
amount of principal without being subject to a penalty. The Heritage agents failed to
fully disclose to the conéumers that the policies’ penalty provisions sometimes
prevented the consumers’ heirs from receiving the full principal and interest from the

5
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annuity at the time of the .ceﬁ-sum_e_l’s death. The Heritage agents attempted to
convince tﬁé'c.:onsumérs to ihvéféi"fﬁé majority of their liquid asséts in these annuities,
often 1éaving the consumer with relatively little in‘ the way of assets available to covér
emergencies, such as healtﬁ care needs;

| h. AFLP and Herjtage agents used unfair and deceptive sales tactic-.s
to induce elderly consumers to purchase living trqsts a‘nd annuities that often were
unsuitable for 't.he consurﬁers’ ages and circumstances. As a res-ult of AFLP’s unrfair
and dece.piive saies_,pfat:tices, many -éfdér-ly consumers have pald for a living trust that
was. not appropriate for them and have lost a significant -amount of ftheir r_etirement.
savings and ready access 1o their asse_ts' bét;ause {hey ére tied up in annuities with
substantial _eérly withdrawal penalties;

i.  AFLP agents engaged in‘ thé unauthorizea practice of law during
sales présentations by representing to consumers that the purchase of a living trust was -
~ appropriate for them baéed on specific information the agent had abdut each
- consumer; |

' - AFLP contacted an unknown number of North Carolina consumers -
soliciting business and successfully “sold” its services to at least 2,1 16 North Car_olina
consumers. Each North Carolina consumer wh_b purchased AFLP’s service paid at least $1,995
for the service although many consumers paid more. AFLP collected at least $4,210,725.00 in
sales revenue from North Carolina consumers; and

k. Heritage, through its agénts in North Carolina, sold over 900 annuity

policies with premiums totaling more than $72,000,000.to North Carolina consumers.




7. Jeﬁrey Ncrman’s, Stanley Norman's, and Heritage's alleged unfair or
de‘ce:pti\}e businiess practices were in or affecting éﬁffiﬁéféé if North Carolina;

8. J efftey Norman, Stalﬂey Norman, and Hentage deny plaintiffs’ allegations and in
consenting to the entry of this Consent Judgment do not admit that they engaged in any unfan‘ or
' deceptwe practices or the unlicensed practice of l_aw. -

9. Jeffrey Norman is authorized to act as the representative of Heritage for

purposes of consehting to the entry of judgment with respect to Heritage.

CONCLUSIONS OF LAW
1.~ The court has jurisdiction over the subject matter and the parties.
2. Plaintiffs’ complaint states a claim upon which relief may be granted.

3. The State of North-Carolina aoting by and through its Attorney General
Roy Cooper, has the authority to bring thus achon pursuant to Chapters 75 and 114 of

the North Carolina General Statutes

4. The North Carolina State Bar has the authority to bring this action pursuant to
N.C.G.S. § 84-37.
5. Pursvant to N.C.G.S. § 84-4, no persons, other than licensed attorneys who are

members of the North Carolina State Bar, may engage in the practice of law, which is defined
~under N.C.G.S.-§§'84-2.l and 84-4 to include (a) the giving of any legal advice or counsel té
others; (b) the providing of any legal services to any other person, ﬁrm, or corboratidn; (c) the
holding out of oneself to the public as compctent- or qualified to prepare legal documents; (d) the
préparing of any legal doc‘umehts, including but not llirn'ited to w}lls and trusts; or (e) the assisting

by advice, counsel, or otherwise in any legal work.
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6. Puréuant to N.C.G.S, .§' 84-3, business corporations are ;ﬁmhibite_c_i ﬁom engaging
in the practice of law as defined by N.C.G.S. §§ 84-2.1 and 84-5, Whid:liliciudes-thé giving of
legal advice; the preparing of legal doémnents; or the corporation’s holding itself out in any
manner “by or through any person orallfy or by advertisément, letter ér circular” as being entitled
to practice law, prepare legal documents, or provide the services of a lawyer._. |

7. The acts of the defendants to advise current and ﬁrospective Plan Members or
customers that the customers need a révocable living trust or other estate planning documents
under thie customer’s circumstances is the giving of legal advice wuhm the meaning of N.C.G.8S.

| §§ 84-2:1, 84-4,_ and 84-5. The 'répmsehtation by the defendants that subscﬁbers to the prepaid
- legal services pian offered by defendants will receive 2 revocabie living trust or other estate
planning documents as the sole or pnmary benefit of subscribing to the plan is the offer to sell a
paﬁiculay legai service within the meaning of N.C.G.S. §§ 84-2.1, 84-4, and 84;5. Defendants
are not authorized to provide such legal advice or legal services under N.C.G.S. §§ 84-2.1, 84-4,
and 84-5. o |

8. The complaint states a cause of action against defendants Jeffrey Norman, Stanley
Norman, and Heritage pursuant to N.C.G.S. § 75-1.1 in connection with their participation in the
marketing and sale of living trusts and annﬁities and pursuant to N.C.G.S. 8§ 84-2.1, 84-4,
and 84-5 in connection with their participation in the unauthorized practice of law during the |
sale of liﬁing trusts and other estate planning docﬁments.

9. Entry Qf this Judgment is just, proper and in the public interest.

10.  The Court adopfs the agreemeﬁt of the partics and these ﬁncﬁngs of fact and

conclusions of law as its determination of their respective rights and obligations.




THEREFORE, IT I8 ORDERED, ADJUDGED AND DECREEb THAT Jeffrey
Norman, Stanley Norman, Heritage; andfthe‘ir sﬁccessofs'; assigns, subsidiaries, é.nd affitiates;
inclﬁding Quest and NAFB along w1th ofﬁc;ers directors, agents, represéntatives‘, servants,
independent contractors and employees are hereby permanently enjoined from:

(aj engaging in the sale of prepaid legal pians hvmg trusts, or any estate planmng
documents to resi,dg-nts of Noxth Carolina or at l'any place within North Cgr’o-lina;

(b) engaging in the sale of aﬁy insurance products, iﬁcl_uding but not limited {o
mmujtiés,‘ to residents of North Carolina or at any place Wlthm North Cé:rolina;

(©) er_iga_gin.g in,.ac'tfi\‘fities in North Carolina constituting the unauthorized
practice-of law, specifically inciuding providing'advice to consumers about estate pléns,
representing to consumers that they can provide living trusts or other estate plans either
ﬁirectly or through- an attorney, represeﬁting to consumers that they can pfovide or .
arrange for fhe services of an attorney to p-reparé an estate plan, giving édvice fo |
.cénsumers concerning disposition of assets, representing to consumers that they need
a living trust as the sole or prlmary means of dlstrlbutmg their estates, andfor
representmg to consumers that Ilvmg trusts are a better or superlor method to dlstrlbute |
estates than any other estate plan; and

@ us_ing, selling, Ieé.sing, giving, or in aﬁy way allowing any-other person or entity to
use the AFLP and ﬁeritage customer lists which are defined as the names, addresses, telephone
nunibers; and any other pérsonal identifying information that AFLP, Heritage or their agents

_ collected from North Carolina consumers who purchased prepaid légal plans or any estate

planning documents from AFLP or insurance products from Heritage. To the extent that the




T

customer lists hﬁve already been sold, leased, or given to any person or enﬁty, Jeffrey Norman
and Staliley Norman shall prbﬂ;idé to the Siaie at the time ‘of the éﬂﬁ"f dfﬁ"ﬁ?tﬁﬁ"seﬁ‘t‘ffuﬁgment, .
z; cdpy- of the lists, Ihlcluding‘all.inﬁ)nnatian provided to the person or entity,. as well as the names
and addreéses of any persons or entities who have received copies. |

| ITIS FURTHER ORi)ERED, ADJUDGED AND DECREED THAT

(e}  Defendant Hentage shali pay the State of North Carolina $7, 000 000, an amount-
that represents the sales’ commmsmns defendant Heritage and its agents recewed fmm the sale of
annuities to North Carolina consumers, and that m'oney may be used for restitution to North
Carolina conéumérs who purchésed annuities from defendant Heritage .or its agents; and

| (ﬁ Prior t6 the éntrj of this Consent Judgment, defendant J effrey Norman shall pay

the State $1,535.62 _for mediation services .proiiided by Jaékie Clare, Esq. This amount
rcpreéents the total bill of $2047.50 whi(;h defendant Jeffrey Norman and -Stanley Norman agreed
to pay in consideration for not having to appear in person a.t the mediation, less thé $511.88
Jeffrey Norman has paid the mediator fo date. This money shall be paid to the Nlorth Carolina
Department of Justice for reimburéement for the amounts previously paid by the Department of -
Justice and the North Carolina State Bar with the remaining amount to be paid to the mediator.

IT IS FURTHER ORDERED, ADJUDGED AND DECREED THAT

~ (g)  Upon entry of this Consent J udgmen_t; defendam Jeffrey Norman shall pay the

State $500,000 in civil penalties. Payment of this penalty is suspended as long as defendant
Jeffrey Norman is in full compliance wnh the terms of this Consent Judgment If at any time
defendant J effrey Norman violates the terms of this Consent J udgment, this penalty shall be

immediately due to the State;




-' {h)  Uponentry of this Consent Jud gment, defeﬂdani: Statﬂey Norman shall pay the

* State $500,000 in civil penait;es‘?ayment oi; tlﬁs penaltylssﬁépended as long as'defendant
Stanley Norman is in full compliance with the terms of this Consent Judgrnent. If at any time
defendant Stanley Nonﬂan violates the terms of this Consent iudgrneﬁt,_ this ﬁenaltyr shali be
.immediately due 1o the State; and |

@) Plaintiffs may seek to enforce this Consent Judgment with or without prior notice

to the defendants.
This the / '{Vﬁay of , 2008.
WE CONSENT: | . | - |
STATE OF NORTH CAROLINA NORTH CAROLINA STATE BAR
. exrel. ROY COOPER, '
~ Attomey General
| AR~
arriet F. Worley : ‘David Johnson- V

Assistant Attorney General . - Deputy Counsel




Heritage Marketing and Insurance Serv1ces Inc.
a California corporation

ofman, President

‘_% Q Af'd

Thomaﬁ"ﬁoupas
Counsel for Defendants Jeffrey
Norman and Heritage Marketing and
Insurance Services, Inc,
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" STATE OF NORTH CAROL "
| 0 THC %ﬁi a-b SUPERIOR COURT DIVISION
COUNTY OF WAKE

FIKE COLTY, CSL. NO. 06 CVS 7428

STATE OF NORTH CAROLINA ex rel.
ROY COOPER, Attorney General, and
NORTH CAROLINA STATE BAR,

|

Plamtiffs, _
SUMMARY JUDGMENT
V.

AMERICAN FAMILY PREPAID LEGAL |
CORPORATION, INC. d/b/a AMERICAN
FAMILY LEGAL PLAN; HERITAGE
MARKETING AND INSURANCE
SERVICES, INC.; STANLEY NORMAN;
and JEFFREY NORMAN,

Defendants.
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T"hl's cause was heard by the undersigned Judge on 1 July 2008 on plaintiffs’ motion for -
summary judgment, which was filed on 5 October 2007. On 12 November, 2007, defendant
Al;nerica.n Family Prepaid Legal Corporation, Inc. (AFLP) applied for Chapter 7 bankruptcy
protection in the Central District of California. Plaintiff State of North Carolina ex ref Roy
Cooper, Attorney General, filed a motion in the bankruptcy court seeking an order_ that the
automatic stay did not apply, or, in the alternative, relief from stay. A hearing was heard on the
State’s motion, and on 2 May, 2008, the Bankruptcy Court entered an order determining that the
automatic stay did not apply to the action against AFLP, and in the alternative, granting relief

from stay.

EXHIBIT B
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In suppoﬁ of their motion fortsummary judgment, plaintiffs relied on (1) the verified
complaint, including its attached exhibits, and defendant’s admissions in its answers; (2)
aﬁidavits and documents submitted in support of their motions for preliim'nary injunction and
summary judgment; and (3) plaintiffs’ requests for admissions, to which defendant AFLP did not
respond. Defendant AFLP did not appear at.the hearing on this matter nor was it represented by
counsel.

It appears to the Court that there is no genuine issue as to any material fact and that the
plaintiffs are entitled to sﬁintna.ry judgment as a matter of law. The Court further concludes asa
matter of law that: |

1. Defendant AFLP engaged in unfair or deceptive pfactices in violation of N.C.G.S.
§ 75-1.1 while selling living trusts and related estate planning documents and services under the
guise.of a prepaid legal service plan to North Caroliga consumers.

2. Defendant AFLP engaged in the uﬁauthorized practice of law, in violation of
N.C.G:S. §§ 84-2.1, 84-4.and 84-5, while selling living trusts and related estate planning
documents and services under the guise of a prepaid legal service plan to North Carolina
consumers. |

IT IS THEREFORE ORDERED, ADJUDGED AND DECREED that summary judgment
is. granted in favor of plaintiffs against AFLP and that:

1. Pursuant to N.C.G.S. §§ 75-14 and 84-37, AFLP and its agents, employees, and
persons acting in concert with them, including any successors, assigns, or heirs, are hereby
enjoined from (a) engaging in business of any nature in North Carolina, including but not limited
to the sale of (i) living trusts or any other légal’ documents or services, (ii) estate planning advice

or services, and {ii1) prepaid legal plans to residents of North Carolina; and (b) selling, leasing,
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giving, or in-any way éllowing any ofher person or entity ‘to use the AFLP cusfomer lists which
are defined as the names, addresses, telephone numbers, and any other personal identifying
information that AFLP or its aéents collected from North Carolina consumers who purchased
prepaid legal plans or any estate planning documents from AFLP.

2. Pursuant to N.C.G;S. § 75-15.1, the Court cancels all contrécts with North
Carolina consumers entered into by defendant AFLP and orders defendant AFLP fo restore to
North Carolina consumers all moneys they have obtained, as commissions, fees or otherwise;
from North Carolina consumers as a result of their violatio,nsl of N.C.G.S. § 75-1.1 in the amount
of $4,210,725.00; and

3. Pursuant to N.C.G.S: § 75-15.2, the Court assesses civil penalties against

 defendant AFLP in the amount of $10,000,000.

This the __ / 7 dayof 2008.




CERTIFICATE OF SERVICE

I1do hcréby certify that I have this day served upon defendants the foregoing ORDER by
depositing a copy of the same in the US Mail, first class postage prepaid, and addressed to:
Thomas Casey, Esq. =~ - :
Ch. 7 Trustee for American Family Prepaid Legal
22342 Avemda Empresa, Suite 260
Rancho Santa Margarita, CA 92688

This the ] day of July, 2008.

vt rwns
Harriet F. Worley  /
Asgistant Attorney General




CERTIFICATE OF SERVICE

The undersigned hereby certifies that a true and accurate copy of the foregoing

~ was duly served via U.S. mail this fourteenth day of October, 2008, upon the following:

Bruce A. Campbell, Esq. Susan B. Christoff, Esq.
Columbus Bar Association Board on the Unauthorized Practice of Law
1 175 South Third Street, Suite 1100 The Supreme Court of Ohio
Columbus, Ohio 43215 65 South Front Street, 5th Floor
Columbus, OH 43215-3431
Andrew R. Bucher, Esq. Christopher J. Moore, Esq.
Reinheéimer & Reinheimer Moore & Scribner
‘| 208 Madison Street 3700 Massillon Road, Suite 380
Port Clinton, Ohio 43452 Uniontown, Ohio 44685
(330) 899-0475
Attorney for Respondents American (330) 899-0476 (fax)
Family Prepaid Legal Corporation, attorneychrismoore@yahoo.com
Heritage Marketing & Insurance Services,
Inc., and Jeffrey Norman Attorney for Respondents Joseph Hamel
and Timothy Holmes
James P. Tyack, Esq. Stanley Norman
Tyack, Blackmore & Liston Co., LPA 12 Bordeaux
536 S. High Street Coto De Caza, California 92679

Columbus, Ohio 43215

Attorney for Respondent Adam Hyers

Jeff Alten | Paul Chiles

25302 Wolf Road 1117 Forest View Court
Bay Village, Ohio 44140 Westerville, Ohio 43081
Tim Clouse William Downs

6188 South State St. Rt. 587 1682 Lexington Drive
New Riegel, Ohio 44853 Lancaster, Ohio 43130
J oseph Ehlinger Luther Mack Gordon
127 19th Street 3420 Sodom Road
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