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IN THE UNITED STATES DISTRICT COURT  
FOR THE DISTRICT OF UTAH 

SECURITIES AND EXCHANGE 
COMMISSION, 

 Plaintiff. 

 V. 

TRAFFIC MONSOON, LLC, a Utah Limited 
Liability Company, and CHARLES DAVID 
SCOVILLE, an individual, 

 Defendants. 

RECEIVER’S MOTION SEEKING 
AUTHORIZATION (1) TO TERMINATE 

MONTH-TO-MONTH SERVICES OF 
SNOORK LLC AND RETURN SERVERS 

TO SNOORK LLC; AND (2) TO PAY 
SNOORK LLC  

AND MEMORANDUM IN SUPPORT 

2:16-cv-00832-JNP 

The Honorable Jill N. Parrish 

 

Peggy Hunt, the Court-appointed Receiver (the “Receiver”) of the receivership estate (the 

“Receivership Estate”) of Traffic Monsoon, LLC (“Traffic Monsoon”) and the assets of Charles 

David Scoville (“Scoville” and, together with Traffic Monsoon, the “Defendants”), through her 

undersigned counsel, moves this Court for entry of the Order authorizing her to (1) terminate the 

month-to-month services of Snoork LLC (“Snoork”) for leasing and hosting servers relating to 

Defendants and return the servers to Snoork after erasing the Defendants’ data and information; 
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and (2) use Receivership Estate funds to pay Snoork its customary fees through the date 

Snoork’s services have been terminated.   

This Motion is supported by the Memorandum of Law set forth below.   A proposed form 

of Order is attached hereto as Exhibit 1. 

MEMORANDUM OF LAW 

I. 

BACKGROUND 

General 

1. On July 26, 2016, the SEC commenced the above-captioned action against the 

Defendants, asserting that (a) this Court has subject matter jurisdiction by authority of Sections 

20 and 22 of the Securities Act of 1933 (the “Securities Act”), 15 U.S.C. §§ 77t and 77v, and 

Sections 21 and Section 27 of the Securities Exchange Act of 1934 (the “Exchange Act”), 15 

U.S.C. §§ 78u and 78aa; (b) Defendants, directly and indirectly, singly and in concert, have 

made use of the means and instrumentalities of interstate commerce and the mails in connection 

with the transactions, acts and courses of business alleged herein, certain of which have occurred 

within the District of Utah; and (c) venue for this action is proper in the District of Utah under 

Section 22(a) of the Securities Act, 15 U.S.C. § 77v(a), and under Section 27 of the Exchange 

Act, 15 U.S.C. § 78aa, because certain of the transactions, acts, practices, and courses of 

business alleged in the Complaint took place in this district and because the Defendants reside in 

and transact business in this district.  
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2. On July 26, 2016, the Court entered a Temporary Restraining Order and Order 

Freezing Assets [Docket No. 8], which was amended on July 27, 2016 [Docket No. 14], and 

amended again on November 4, 2016 [Docket No. 56]. 

3. On July 27, 2016, the Court entered an Order Appointing Receiver [Docket No. 

11] (the “Receivership Order”), thereby appointing the Receiver over the Receivership Estate.  

Paragraph 3 of the Receivership Order provides:  

The Receiver shall have all powers, authorities, rights and privileges heretofore 
possessed by the officers, directors, managers and general and limited partners of 
Traffic Monsoon, and any affiliated entities owned or controlled by the 
Receivership Defendants under applicable law, by the governing charters, by-
laws, articles and/or agreements in addition to all powers and authority of a 
receiver at equity, and all powers conferred upon a receiver by the provisions of 
28 U.S.C. §§ 754, 959 and 1692, and Fed. R. Civ. P. 66.  

4. Paragraph 18 of the Receivership Order further provides: “[T]he Receiver need not 

obtain Court approval prior to the disbursement of receivership funds for expenses in the ordinary 

course of the administration and operation of the receivership, including but not limited to costs 

associated with . . . securing electronic information.” 

The Snoork Servers 

5. Prior to the commencement of this case, the Defendants paid Snoork to lease 

thirteen of its computer servers located in Atlanta, Georgia and Los Angeles, California (the 

“Snoork Servers”) on a month-to-month basis and for hosting services.  A large majority of the 

business records maintained by the Defendants related to the operation of Traffic Monsoon is 

located on the Snoork Servers. 

6. After her appointment, the Receiver retained Epiq Systems (“Epiq”) to assist her 

with securing Traffic Monsoon’s electronic information, including imaging the Snoork Servers.  
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Epiq has imaged all of the Snoork Servers and has captured all of the data and information 

thereon.  Epiq is maintaining a mirror image of the data and information obtained from the 

Snoork Servers. 

The Cost of the Snoork Servers 

7. Snoork has charged approximately $11,884.00 per month for the use of the 

Snoork Servers.  Thus, the annual fee for use of the Snoork Servers is $142,560.00. 

8. In October, 2016, pursuant to Paragraphs 3 and 18 of the Receivership Order, the 

Receiver paid Snoork $5,150.00 from assets of the Receivership Estate relating to the Snoork 

Servers for the period of September 1 to September 13,, 2016.   

9. Since, Snoork has issued monthly invoices related to the Defendants’ servers for 

the periods of September – December 2016, and January – February 2017, copies of which are 

attached hereto in chronological order as Exhibit 2 (the “Invoices”).1  In each of the Invoices, 

Snoork claims it is owed a total of $14,261.83, which includes $11,884.86 in charges, and a 

“Late Fee” in the amount of $2,376.97.   

10. The Receiver has requested that Snoork reduce its monthly rate because the 

Snoork Servers are not being actively used as a result of this case.  Snoork has informed the 

Receiver that it will continue to charge its monthly fee because the Snoork Servers cannot be 

used for its other clients.  It has refused to negotiate a lower rate with the Receiver, informing her 

that its rate is the same regardless of use. 

                                                 
1 The September 2016 Invoice accounts for the $5,150.00 that has been paid. 
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11. The Late Fees were asserted for the first time in December 2016.  The Receiver 

has informed Snoork that, given the receivership and the lack of a contractual basis for the Late 

Fees, among other things, there is no basis for the Late Fees. 

Receiver’s Determination Related to the Snoork Servers 

12. The Receiver has determined that because the Snoork Servers have been imaged 

and an image of what was captured by Epiq has been preserved, there is no reason to continue to 

accrue costs to store the information on the Snoork Servers.  However, given the fact that the 

Snoork Servers will need to be wiped clean and effectively turned back over to Snoork free of 

data, she has not wanted to take this step without obtaining prior approval from the Court, after 

notice to the Defendants.   

13. The Receiver has postponed requesting this relief in light of the matters the Court 

currently has under advisement.  But, given the ongoing accruing cost, the Receiver has 

determined that it would be most prudent to file this Motion.  

14. As noted above, the data and information on the Snoork Servers has been mirror 

imaged as of the day that the image was captured by Epiq.  In the event that the receivership is 

terminated, the information on the Snoork Servers will be available to the Defendants.   

II. 

REQUEST FOR RELIEF 

15. Based on the foregoing, the Receiver respectfully requests the following relief: 

a. First, the Receiver requests an Order authorizing her to terminate the 

month-to-month arrangement with Snoork, thus allowing the Snoork Servers to be wiped 
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clean of the Defendants’ data and information, and to be turned over to Snoork so as to 

stop the accrual of monthly fees; and  

b. Second, out of an abundance of caution, the Receiver requests an Order 

authorizing her to use Receivership Estate funds to pay Snoork the fees itemized in the 

Invoices, as well as the monthly fees that may accrue through the date Snoork’s services 

are terminated.  This request does not include a request for authorization to pay the Late 

Fees, which the Receiver has informed Snoork are not payable.  

III. 

ARGUMENT 

 This Court has the power to authorize the Receiver to terminate the services of Snoork 

and return the Snoork Servers to Snoork, as well as to pay Snoork the amounts stated in the 

Invoices (less the Late Fees) and monthly fees that will be accrued prior to any termination.  

Accordingly, the Receiver requests that the Court grant this Motion. 

I. This Court Enjoys Broad Discretion to Grant the Receiver’s Motion 
 
 A district court’s power to supervise the administration of an equity receivership is 

extremely broad.2 “[A] primary purpose of equity receiverships is to promote orderly and 

efficient administration of the estate by the district court for the benefit of creditors.”3 It has been 

stated that:  

                                                 
2 See, e.g., Klein v. Cornelius (In re U.S. Ventures), 786 F.3d 1310, 1315 (10th Cir. 2015); Heritage 
Capital Mang., LLC v. Wing (In re Vescor Cap. Corp.), 599 F.3d 1189, 1194 (10th Cir. 2010); accord 
SEC v. Basic Energy & Affiliated Resources, 273 F.3d 657, 668 (6th Cir. 2001); SEC v. Forex Asset 
Mgmt., LLC, 242 F.3d 325, 331 (5th Cir. 2001); SEC v. Wang, 944 F.2d 80, 85 (2d Cir. 1991); SEC v. 
Hardy, 803 F.2d 1034, 1037 (9th Cir. 1986). 
 
3 Hardy, 803 F.2d at 1038 (citations omitted).   
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[A] district court’s power to … determine the appropriate action to be taken in the 
administration of the receivership is extremely broad. . . . The district court has 
broad powers and wide discretion to determine the appropriate relief in an equity 
receivership. . . . The basis for this broad deference to the district court’s 
supervisory role in equity receiverships arises out of the fact that most 
receiverships involve multiple parties and complex transactions.4 

 
Thus, the Receiver respectfully submits that this Court has the power to grant the Receiver’s 

present Motion.  

II. The Receiver Requests the Relief Herein Based on an Exercise of Her Reasonable 
Business Judgment 

 
As set forth above, the Receiver has determined, in an exercise of her reasonable business 

judgment, that terminating Snoork’s month-to-month services and returning the Snoork Servers 

to Snoork is in the best interest of the Receivership Estate so as avoid the continued accrual of 

monthly fees in the amount of $11,884.00 for property that is no longer needed.  All of the 

information on the Snoork Servers has been, and will continue to be, preserved and maintained 

as it existed on the day that the Receiver obtained an image of the information on the Snoork 

Servers, and thus, the Receiver believes that the Receivership Estate should no longer pay to 

preserve that information on the Snoork Servers. 

A receiver’s business judgment determinations are typically afforded significant 

deference by the Court.5  Here, the Receiver requests relief based on a reasonable exercise of her 

                                                 
4 Id. at 1037; accord CFTC. v. Topworth Int’l, Ltd., 205 F.3d 1107, 1115 (9th Cir. 1999) (“This court 
affords ‘broad deference’ to the court’s supervisory role, and ‘we generally uphold reasonable procedures 
instituted by the district court that serve th[e] purpose’ of orderly and efficient administration of the 
receivership for the benefit of creditors.”).   
 
5 See, e.g., Lawsky v. Condor Capital Corp., 154 F.Supp.3d 9, 27 (S.D.N.Y. 2015) (“[I]n the absence of 
any evidence of bath faith on the Receiver's part, his exercise of business judgment is entitled to 
deference.”); Golden Pac. Bancorp v. FDIC., 2002 WL 31875395, at *9 (S.D.N.Y. Dec. 26, 2002) 
(“Receivers, just like corporate directors, are entitled to the deference of the business judgment rule in 
their decision-making.”), aff'd 375 F.3d 196 (2d Cir. 2004); In re JL Bldg., LLC, 452 B.R. 854, 859 
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business judgment.  Accordingly, the Receiver requests that the Court grant this Motion.  

Additionally, although she believes that she is authorized to pay Snoork’s monthly fees pursuant 

to paragraphs 3 and 18 of the Receivership Order quoted above, out of an abundance of caution, 

the Receiver requests authorization to use Receivership Estate funds to pay the Invoices (less the 

Late Fee) as well as any portion of the monthly fee that will accrue through the date Snoork’s 

services are terminated.         

CONCLUSION 

For the foregoing reasons, the Receiver respectfully requests that the Court grant this 

Motion and enter the Order in the form attached hereto as Exhibit 1. 

 

Dated this 24th day of February, 2017. 

DORSEY & WHITNEY LLP 
 
 
      /s/ Michael F. Thomson  
Peggy Hunt 
Michael F. Thomson  
Nathan S. Seim  
Attorneys for Receiver, Peggy Hunt

                                                                                                                                                             
(Bankr. D. Utah 2011) (“Courts should show deference to a trustee’s decision making where there is no 
showing of an abuse of discretion.”); In re Curlew Valley Associates, 14 B.R. 506 (Bankr. D. Utah 1981) 
(“The court will not entertain objections to a trustee’s conduct of the estate where that conduct involves a 
business judgment made in good faith, upon a reasonable basis, and within the scope of his authority 
under the code.”).    
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CERTIFICATE OF SERVICE 

I hereby certify that on this 24th day of February, 2017, I caused the foregoing Receiver’s 

Motion Seeking Authorization (1) to Terminate Month-to-Month Services of Snoork LLC and 

Return Servers to Snoork LLC; and (2) Pay Snoork LLC to be electronically filed with the Clerk 

of the Court using the CM/ECF system which will send notification of the filing to all counsel of 

record in this case. 

      /s/ Michael F. Thomson  
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Peggy Hunt (Utah State Bar No. 6060) 
Michael F. Thomson (Utah State Bar No. 9707) 
Nathan S. Seim (Utah State Bar No. 12654) 
DORSEY & WHITNEY LLP 
136 South Main Street, Suite 1000 
Salt Lake City, UT  84101-1685 
Telephone: (801) 933-7360 
Facsimile: (801) 933-7373 
Email: hunt.peggy@dorsey.com 
 thomson.michael@dorsey.com 
 seim.nathan@dorsey.com 

Attorneys for Court-Appointed Receiver, Peggy Hunt 

IN THE UNITED STATES DISTRICT COURT  
FOR THE DISTRICT OF UTAH 

SECURITIES AND EXCHANGE 
COMMISSION, 

 Plaintiff. 

 V. 

TRAFFIC MONSOON, LLC, a Utah Limited 
Liability Company, and CHARLES DAVID 
SCOVILLE, an individual, 

 Defendants. 

ORDER GRANTING RECEIVER’S 
MOTION SEEKING AUTHORIZATION 

(1) TO TERMINATE MONTH-TO-
MONTH SERVICES OF SNOORK LLC 
AND RETURN SERVERS TO SNOORK 
LLC; AND (2) TO PAY SNOORK LLC  

2:16-cv-00832-JNP 

The Honorable Jill N. Parrish 

 
 The matter before the Court is the  Motion Seeking Authorization (1) to Terminate 

Month-to-Month Services of Snoork LLC and Return Servers to Snoork LLC; and (2) Pay Snoork 

LLC (the “Motion”), filed by Peggy Hunt as Receiver for Traffic Monsoon, LLC and the assets 

of Charles David Scoville (the “Receiver”).  The Court has considered the Motion and applicable 

law.  Based thereon, and finding good cause appearing,  
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 IT IS HEREBY ORDERED THAT: 

(1) The Motion is GRANTED; 

(2) The Receiver is AUTHORIZED to terminate the services of Snoork LLC and 
return the servers described in the Motion to Snoork LLC after removing the data and 
information on such servers; and 

(3) The Receiver is AUTHORIZED to use funds of the Receivership Estate to pay 
Snoork LLC as set forth in the Motion.   

 

 DATED this ___ day of ___________, 2017. 

      BY THE COURT  
 

             
       The Honorable Jill N. Parrish 
       United States District Court Judge 
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