Crosby v. Lewis

©www.mlmlegal.com

Welcome to the MLMLegal.com Legal Cases Project. Here you will find hundreds of legal cases
in the fields of MLM, Direct Selling, Network Marketing, Multilevel Marketing and Party Plan.
The cases span federal and state courts as well as administrative cases from the FTC, FDA, IRS,
SEC, worker’s compensation, unemployment compensation, etc.

The intent of the MLMLegal.com Cases Project is strictly educational, and, to provide insight
into the legal issues and cases for an industry that spans the globe in upwards of 150 countries
with sales volume exceeding $100 billion and distributor involvement in the tens of millions.
MLMLegal.Com does not promote or endorse any company. MLMLegal.Com offers no value
judgments, either pro or con, regarding the companies profiled in legal cases.

Jeffrey A. Babener, principal attorney in the Portland, Oregon, law firm Babener & Associates,
and editor of www.mImlegal.com, represents many of the leading direct selling companies in the
United States and abroad.

www.mimlegal.com www.mlImlegal.com www.mlImlegal.com www.mlmlegal.com

Crosby v. Lewis

Case: Crosby v. Lewis (1988)

Subject Category: Pyramid

Agency Involved: Private Civil Suit

Court: Florida District Court of Appeal

Florida

Case Synopsis: The Crosby's used several cashiers’ checks to invest in Lewis's pyramid scheme. The State
ultimately shut it down and appointed a receiver to distribute the remaining funds to creditors, of which
the Crosby’s were also. Lewis had some of the cashiers’ checks still in her possession, undeposited, at
the time the receiver was appointed, and Crosby instructed the bank to stop payment on the checks.
They intervened in the receivership proceeding to challenge the order by the court refusing to distribute
proceeds to them until the cashiers’ checks were paid to the receiver.

Legal Issue: Should the stop-payment order by the Crosby's preclude them from participating in the
distribution of assets from the receiver?

Court Ruling: The Court held that the non-payment of the cashiers’ checks was improper, but it should
not preclude the Crosby's participation in the distribution of funds from the receiver. The issuance of a
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cashiers check is preapproval for payment by the bank, and to stop payment without justification may
violate state law. However, the question of the correctness of a stop payment order is between the bank
and the receiver, and legitimate reasons may exist that would allow the bank to justifiably stop payment
on a cashiers check. Because the stop-payment order creates an issue between the bank and the
receiver, it should not preclude Crosby's from participating in the distribution of funds.

Practical Importance to Business of MLM/Direct Sales/Direct Selling/Network Marketing/Party
Plan/Multilevel Marketing: A receiver can be appointed to preserve the assets of a fraudulent entity
and to prevent further fraudulent activity. They are generally given wide discretion to intervene for the
benefit of creditors.

Crosby v. Lewis, 523 So0.2d 1154 (1988) : The Court held that the non-payment of the cashiers’

checks was improper, but it should not preclude the Crosby's participation in the distribution of funds

from the receiver. The issuance of a cashiers check is preapproval for payment by the bank, and to stop
payment without justification may violate state law. However, the question of the correctness of a stop
payment order is between the bank and the receiver, and legitimate reasons may exist that would allow
the bank to justifiably stop payment on a cashiers check. Because the stop-payment order creates an
issue between the bank and the receiver, it should not preclude Crosby's from participating in the
distribution of funds.
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523 So0.2d 1154
James R. CROSBY, Vernon E. Crosby, Robert E. Crosby and Keith Crosby,

Appellants,

Gerald LEWIS, As Comptroller and Head of the Department of Banking and Finance,
et al., Appellees.

No. 86-2131.

District Court of Appeal of Florida,

Fifth District.

Jan. 14, 1988.

Rehearing Denied April 27, 1988.
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SHARP, Judge.

James Crosby, Vernon Crosby, Robert E. Crosby and Keith Crosby (the Crosbys) appeal from a non-final
order of partial distribution of funds held by a receiver. [FN1] The Crosbys were allowed to intervene in
the receivership as investors. They object to the provisions of the partial distribution plan which
prevents them from participating in any disbursements until the proceeds of cashier's checks purchased
by the Crosbys and delivered to the payee, but not cashed before the receivership was instituted, are
paid into the receivership fund. We reverse.

FN1. Fla.R.App.P. 9.130(a)(3)(C)(iii).
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