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JIM HOOD

ATTORNEY GENERAL

July 18, 2007

Honoreble Alice F, Martln

United States Aftorney

Northem District, Alabama

1801 4" Avenue North
Birmingham, AL 35203

Sent Via Facsimile 205-244-2171

Re: E.A Renfroe & Co,, Inc. v, Moran et al, 2:06-CV-1752
Dear Vs, Martin:

| understand that the Honorable Judge Willlam Acker has asked your office to consider
pursuing a eriminal prosecutlon against Richard Scruggs for contempt allegedly arising from
Scruggs’ conduct in the above-referenced case, cutrently pending in the U.S. District Couwrt In
Birmingham. Since Mr. Soruggs was a confiderdial informent, | respectfully request that you
consider as a mattar of comity the impact a orimingl conternpt prosecution will have upon our
ability as prosecutars to fight white collar crime as well as the damage suah a prosecution
would tause to state whistle-blower protections.

By way of background, you ere probably aware that Mr, Scrugdgs represenis Cori and Kemi
Moran, iwa sisters employed by Renfroe who wers working as contractors for State Farm on
the Mississlppi Guif Coast following Hurricane Katrina. The sisters begame concemed with the
apparently fraudulent practices they witnessed In the handling of Katrina claims and, In the
spring of 2008, removed Incriminating documents from State Farm's catastiophe office,
Renfroe has sued the sisters for violating thefr employment contract and has demanded the
refurn of the doouments.

Mr. Scruggs represents the sisters and took custody of those docliments. Coples were
provided to our office and our local U.S. Attomey, Dunn Lampton.  Importantly, Renfroe Is on
record as having rio objections to the documenis belng provided fo gither state ar federal law
enforcement by Mr, Scruggs. In Jenuary 2007, Judge Acker ordered Mr. Scruggs lo return the
documents to Renfroe shartly before our grand jury eonvened In Jacksen County, Mississippi fo
Investigate the State Farm matter. Mr. Scruggs sent the documents to our office Instead of
raturning them to the cour; that Is the allegedly contemptucus behavlor for which your
asslstance has been requested, '

our invastigation into the conduct of State Farm necessarily Implicates Renfioe, because
Renfrae s the preferred adjusting services provider used by Staie Farm shd the direct link to
the National Flood [nsurance Program, tha paint at which we befieve fraudulent clalm
assessments were passed on to the taxpayers for payment, The degree to which State Farm
and Rehfroe are intertwined In this situation Is perhaps best demonstrated by the fact that,
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when asked to provide Judge Acker with a claims file for liustrative purposes, Renfroe had to
Issue a subposna to State Farm In order to acquire what are suppossdly Renfroz dociments.
Renfroe has asserted repeatedly sinca Hurrleane Katrina that they do not maintaln any
documentation of the catastrophe waork they did for State Farm and that thess documents are in
the custody of State Farm. We view State Farm and Renfroe as potential co-conspirators.
Naturally ihis offise is adamant that the subjacts of e grand jury investigation should not be
allowed 1o review the evidence against them before the grand Jurors have an opparlunity to do
S0,

Mr. Seruggs has functloned ag & confidential informant for our Investigation and is protected by
state law as a whistle blower, Using those dacuments, my office has conducted an ongoing
investigalion into what we belleve is State Farm's fraudulent conduct, not only toward their own
polieyholders, but also against the Natiohal Flood insurance Program as well.  Our
investigation continues and in both of our reports to Congress, it has been our renommendatlon
that federal racketeering charges should be considersd. The prospect of bringing a federa|
prosecution against an out-of-state whistle blower, who has sceperated In state and federal
criminat investigations in another state, ralses serfous comity concerns.

Glven your personal suecess as a prosecutor in convicting white callar criminals, you
undoubtedly have an appreciation for the fact thet most of the evidence may come from
dacuments generated or used by defendants. Allowing a white collar eriminal to semehow
segdredate evidence of their crimes by hiding behlnd confidentiality agreemants or employment
contracts sets a daunting and debilitaiing precedent for prosecutors.  Cerialnly, a healthy
husiness climata must provide protectlon for Intellectual property and trade secrets, but that is
not the sort of Information Renfroe s frylng to conceal. In sveluating Judge Acker's request, |
respectfully request that you consider the chllling efiect a criminal prosscutlon would have on
citizens' cooperation with law enforcament and the extremely damaging standard this would set
for future Whils oollar prosecutions.

Pleass feal free {o contact me with any questions or concerns. Thank you for your time,

Sincerely yours,
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