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Determining whether a company is an investment company

On June 7, 2013, the Financial Accounting Standards Board (FASB) issued Accounting Standards
Update (ASU) 2013-08, Financial Services—Investment Companies (Topic 946): Amendments to
the Scope. Measurement. and Diselosure Requitements, which sets forth a new approach for
determining whether a public or private company is an investment company. The ASU alse clatifies
the characteristics and sets measurement and disclesure requirements for an investment company.

Per the ASU, a company regulated under the Investment Company Act of 1940 is an investment
company for accounting purposes. All other companies must assess whether they have certain
characteristics to be considered an investment compary. To be an investment company, an entity
must possess the following fundamental characteristics:

* The company obtains funds from investor(s) and provides the investor(s) with investment
management services

+ The company commits to its investor(s) that its business purpose and oniy substantive
activities are investing the funds for rejurns solely form capital appreciation, investment
income, or both

» The company or its affiliates do not ebiain or have the objective of cbtaining refimns or
benefits from an investee or its affiliates that are not normally attributable to ownership
interests or that are other than capital appreciation or investment income

Axn investment company also has the'following typical characteristies: O

+ The company has multiple investments

» The eompany has multiple investors

* The eompany has investors that are hot related to the parent or investment manager
 The company's ownership interests are in the form of equity -or partnership interests
* The company manages substantially all of its investinents ena fair value basis

However, the absence of one or more of thess typical characteristics does not necessarily preciude an
entity from being an investment company. If a company does net pessess one or more of the typical
characteristics, it must apply judgment and determine, considering all faets and circumstances, how
its activities continue fo be consistent (or are not consjstent) with those of an investinent company.

An investment company will be required to measure noncontrolling owngership interests in other
investment companies at fair value rather than using the equity method of acceunting. In addition, an
investment company will be required fo make the following additional disclosures: (a) the fact that
the company is an investment company and is applying speeialized guidance, (b) information abeut
changes, if any, in a contpany's status as an investment company, and (c) information abaut financial
support provided or contractaally required to be previded by an investment company to any of its
investees,

The ASU is effective for an entity's interim and annual reporting periods in fiscal years that begin
after December 15, 2013, and carlier application is prohibited.

O
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Company Recagement

Denny J. Chittick is the 100% owner and officer of
DenSco Investment Corporation.

I have a Bachelor of Sclence In Finance from Arizona
State University. I worked for nearly 10 years at
Insight Enterprises Inc,, holding many different
positions and managing nearly all facets of the business
at one time or another.

I became invelved in this type of company by
investing money in an entity like mine. After being both
happy with my investment and intrigued with the niche
service that It provides, I decided te start my own
company. I started with my own money and slowly grew
the business over the years. I'm starting my 10th year
in business. I've completed over 2004 transactions for a
tetal value in loans approaching a guarter billion doilar,
yes that's billion with a *B". Because of the longevity in
the business I've made many contacts in all aspects of
the business and enjoy the ability to decide who I want
to werk with.

There has been a great deal of tyrmei in the industry
over the last few years. Although I've not come through
It completely unscathed, T've been able to maintain my
commitment to my investors by continuing the rate of
return on thelr investrnent they have come to expect.
Looking in to the future, I'm more optimistic in
continuing this record.

Home | Business Plan | Investor Reguirements
List of F Properties | Quarterly Newslstter | Contact
Company Management | lLerding Guidelines

Copyright 2001-2013 DenSco Investrent Corporation
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@eﬁw Lending Guidelines
gﬂmmeﬂt Marfcapa and Pinal County ONLY!
@Wﬂﬂ First Positiort ONLY!
DenSco will lend up to 60% to 70% of the value of

Home property
Business_Plan ~ Value considered after fix up is complete
Investor Requirements - Appraisal not necessary
List of Properties MINIMUM of 15% to 20% down

uarterly Newslekter
Company Management Interest Rate is 18% per annum

Lending Guidelines - Monthly interest only payments
Lontact 90 t6 180 Day Note

No Poings, Fee, Closirig Costs or Pre-Payment Penalties

Prepared Documents
- Deed of Trust
- Promissory Noie
- Persenal Guarantee
- Receipt & Mortgage (if necessary)

Title Insurarice
- Net necessary If home Is purchased
through Trustee Sale
- Title Insurance {ALTA Policy) Is necessary
if bought any cther way

Insurance
- House must be insured
a) DenSco Investment Corp must be named
as Co-Beneficiary or Mortgagee
h) Must cever replacement cost in case
of fire
<} Must have Liability
- For Home: 100k recommendead
- If home has poel: 300k
- recommended

Heome | Business Plan | Investor Reguiremenis
List of Properties | Quarterly Newsletter | Contact

Company Management | Lending Guidelines

Copyright 2001-2013 DenSco Investment Corporation
Site by Flvirap Productions
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gmmnt 3-31-13
@am.. We stumbled into the New Year awaiting our

pofiticians to solve the crisis they created, and they
didn’t disappoint us! They didn't selve the problem, they

Home just broken their arms pointing thelr fingers at each
Business Plan other and doing what the Europeans have perfected,

kicking the ean down the road. Now this quarter we've

Investor Requirements watched them create yet another ordeal, "sequester”.

List of Properties So if you had a $100 budget and had to cut $3, would it
uarterfy Newsletter send you to the poor house? I think not. Though

listening te them, you would have thought we would be

Company Management pufled back into another recession.

Lending Guidelines

Contact If you have been watching any of the numbers coming
out lately, so far all this govermment nonsense has had
zero affect, unemployment is down; job growth Is up,
GDP could be 2 to 2,5% this quarter, the stock market is
hitting new highs. All while yet another country, Cyprus,
is the latest Eure ballout victim. Yet presently no one
cares state side. We are powering ahead. We are by far
the strengest econemy in the world right now. The two
biggest, industries In America (atifos and horne building)

- are ramping up. They have the largest affect on the
. economy. The thirg and most surprising industry that is
O taking the country by storm is our own energy industry.

The autos bullt 14.5 million new cars in 2012, this
year, they are predicting 15.5 million, The peak was 17
miilion pre-recession, the trough of the recesslon a little
under 11, We are alse producing a higher percentage of
the cars here ih American, which is due to cheaper
enargy costs. The housifhg industry averages building
1.3 million new hames. We bottomed at 350k, and the
smart guys are saying we could hit 1 million this year.
The energy boom that we are experiencing is so
unprecedented, that T-Boone Pickens said just 3 years
ago, the only way we could become North American
enargy independence is either by not burning ges in cars
oF the US becoming as blg an eil producer as Saudi
Arabia. Well wa are still using gas, but they are saying
we could be energy independent by 20201 Staggering!
That's even happening with an administration that isi't
supperting it

All three of these macro positive trends have a huge
Impact on the economy this will drive us out of this slow
recover and force Unele Ben to change his interest rate
staice much sooner than 2015. I could even see it by
the end of this year. Why are these Important to us in
AZ land? A strong economy creates confidence, job
- growth, rising inceres and thus allows more people to
O want to purchase a hermne. We've had several years new

http://www.denseoinvestment.com/newslétter.tml ' 6/17/2013
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Densco Investment Corp. Quazite_l;ly Newsletter - Page 2 of 3

that have retarded growth in home buying. The first
time home buyers nearly disappeared. They are coming
back now. There is big pent up demand. The other O
segment is the folks moving up. They are starting to buy
again. Our always over accommodating government
trying to help out the common man has created a chart
that describes how sopn they can get a new house loan
when a person was foreclosed on or had a short sale on
their recerd. They now can receive a government backed
loan. It's higher than the best borrowers can borrow at,
but because of the artificially low interest rates caused
by the Fed's assets purchases, they can get a loan at
5.5% versus best borrowers getting 3.5%. How many
times would you kil for 5.5% mortgage rate? That's with
having a foreclosure on your record three years ago!

The Phoenix housing market is being affected not enly
by the above macro issues, but by simply econ 101. It is
Supply and Demand. We have strong demand and not
enough supply. We alsa have been the major focus of
hedge funds buylng thousand of houses all of last year.
Mast of thern have exited the market and headed to
Atlanta. That moved us through prebably 18 months
ahead of abserbing the inventory of foreclosures. I've
been tracking the numbers on MLS for years; the supply
always dips from Christmas to the super bow! then
jumps in to the spring seHing season. This is the first
time I've seen it continue to fall. Now in March, we are
down from January. Average prtices jumped 35% last
year. I had mentioned that was because the botiom of O
the market, sub 50k was dominating. To give you an
idea, a typical month had 30-50% of all transactions
were under S0k, That’s 2000 to 3000 transactlons. In
January it was 300. Thus the average is going to go up
because there aren't any transactions en the bottom end
anymore. We should easily see 20-25% up this year. We
are seeing the strongest part of the market 250k-500k.
The monthly payment to own a home in this price range
new, costs the same as a house in the 100k to 200k
range just a few years ago.

We have the oppesite problem currently than we've
had for 7 years, not enough homes! Foreclosures are off
by 40% or more. Within another three months we will
be back to what you would expect in a typical healthy
market., So we've completely recovered. The challenge
now Is to find homes to buy. My borrowers are
censtantly battling this issue. Thankfully many flippers
have lefi the market. The undercapitalized and the pait
timers, you just can't make it anymore. The borrowers
that I work with do this full time and have networks of
relationships to find properties. They are also
resourcefusl enough to find alternative avenues to
purchasing homes other than the traditiona! auction or
reo process.

1 have $47.2 million in the pertfolio now. A few of O

http://www.denscoinvestment.cony/newsletter.itmi ) 6/17/2013
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. Densco Investment Corp. Quarterly Newsleiter Page 3 of 3

— those millions are temporary so don't be surprised if we
O are fiat or down next quarter.

I have updated the plctures of the current sampling of
properties an the website. I'm quite optimistic about this
year and glad Lo move into such a positive market. I
thank you again for your trust, investment, and
confidence. .

Denny J. Chittick

Previous newsletters:
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©-30-07 12-31-07 3-31-08 6-30-08
9-30-08 12-31-08 3:31-00 6-30-09

9-30-09 12-31-09 3-31-10 §5:30-10
O 9-30-16¢ 12-31-i0 3-31- 5-30-11

9-30- 12-31-11 3-31-12 6-30-
9-30- 12-31-312

Home | Business Plen | Ianvestor Requirernents
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Company Management | Lending Guidelines | Contact

Copyright 2001-2013 - DenSco Investment Corporation
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There Is a page of legal definitions explaning gach and
OF every one of these types of Investors. I will save you the
e legal wording and keep it simple. You can loek at the
‘Subscription document and/or the Memorandum for all
the lawyer-speak.

Home
Business Plan 1. a bank
Investor Requirements 2. a private business development company
. . 3. a corporation, business trust or parthnership with
E E - I
List of Properties assets in excess of $5,000,000
Quarterly Newsletter 4, a director or executive officer of the Company (that's
Company Management me)
Lendinag Guidelines 5. a person whaese individual net worth, or jeint net
werth with spouse exceeds $1,000,000 {excluding
Contact . personal residence)

6. a person who had an individual income in excess of
$200,000 In each of the last two years, or joint income
with spouse in excess of $300,000, and a reasonable
expectation of continuing at that income level.

7. a Fust with total assets in excess of $5,000,000

8. an entity ih which all of the equity owners are
accredited investors (defined in 5 and 6)

This Is the abbreviated description of each one of
these entities and individuals. A longer-and more
complete description is in the Subscription Agreement O
and Memorandurm.

Back ta the fop ...

Home | Business Plan | Investor Reguirements
List of Properties | Quaiterly Newsietier | Contact
Company Management | Lending Guidelines -

Copyright 2001-2013 DenSce Investment Cerporation
Slte by Flvtrap Preductiens
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Alternative investments Group

To: Our Clients and Friends July 28, 2010

Private Fund Investment Advisers Registration Act
0f 2010: New Law Changes Regulatory Framework
for Alternative Investment Managers

On July 21, 2010, President Obama signed into law the financial reform package known as the Bodd-
Frank Wall Street Reform and Consumer Protection Act {the “Dodd-Frank Act™), which contains the
Private Fund Investment Advisers Registration Act of 2010 (the "Private Fund Act™). The Private Fund
Act changes the regulatory framewark that geverns investment advisers managing private fund
investments, including private equity funds, hedge funds and real estate funds. Specifically, the
Private Fund Act (i) requires that many investment advisers, including certain foreign investment
advisers, that are currently exempt from registration with the Securities and Exchange Comraission
(“SEC™) under the Investment Advisers Act of 1940, as amended (the "Advisers Act™), register with the
SEC; (1) requires that certain investment advisers carrently registered with the 5EC change to state
registration and (ili) significantly expands the reporting and record-keeping requirements for demestic
and foreign investment advisers to private funds of all types. The Private Fund Act adopts a new set of
limited exemptions from SEC registration based on the asset class managed, the amount of assets
under management and/or the operational details of foreign managers. At the same time, the Private
Fund Act significantly expands the reporting and record keeping requirements to which these limited
exempt entities will be subject going forward. .

The Private Fund Act becomes effective one year from the date of the Dodd-Frank Act’s enactment, on
July 24, 2011. During this one year window, each affected investment adviser will need to become
fully comptiant with the requirements of the Private Fund Act, including SEC registration (which
currently unregistered investment advisers may choese to pursue immediately). Althuugh the Private
Fund Act contemplates substantial SEC rule making and guidance over the next year, it &5 clear that
tnvestment advisers will need to devote substantial resources to conformity with the Private Fund Act
{including, for example, designation and training of a Chief Compliance Officer, adoption of extensive
compliance procedures as mandated by the Advisers Act, and medification or adoption of SEC
mandated internal reporting and record keeping systems).

This CEent Alert is published for (he clients and fiends of Bryan Cave LLP. Information contained herein 1s not foba considered as legal athvics,
“Tiils Gllant Alesl mey be construad 53 an adverisement or solisitafion. @ 2040 Biyan CavalLP. Al Rights Resanved.

Bryan Cave LLP Amgdeas | Asla | Eureps werw hryancava.com
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Given the extensive work that many investment advisers will have to undertake in order to fully comply

with the Private Fund Act (a process that can stretch into many months), we urge all Firm clients and O
contacts to promptly begin te consider what impact the Private Fund Act has on their operations and to

plan the steps necessary to comply with its various aspects. To assist our clients and contacts in

determining whether you will be affected in this area, below is a brief summary of the chanpes

resuiting from the Private Fund Act.

Elimination of Pre-Private Fund Act Exemption and New Asset Level Thresholds For Resistration

Under applicable securities laws, investment advisers are defined as persens or entities who provide
advice to others about investments for a fee. Such individuals or entities are required to be registered
as investment advisers on a federal or state {evel absent an exemption. Histerically, alternative
investment advisers have relied on what came to be known as the "private adviser” exemption to avoid
SEC registraticn (Section 203(b){3) of the Advisers Act}. This exemption holds that an investment
adviser that (i) has fewer than 15 clients in any 12-month peried or whose clients are all located in the
investment adviser’s stafe, {ii) is not an investment adviser to a registered investment company (e.g.,
mutuat fund) or a business development cempany and (iii) does not hold {tself out as an "investment
adviser” to the public, is exempt from registration under the Advisers Act.

Under the “private adviser” exemption, the definition of “client” includes private investment funds that

are exempt from registration as an investment company under the Investment Company Act of 1948, as

amended (the “lavestment Company Act™). These alternative investments private funds are typically

structured as Sectian 3(c)(7) ("quatified purchaser™) and Section 3(¢}{1){ "accredited investor”) private

funds. Thus, a private equity er hedge fund manager could typically avoid SEC registration by ensuring

that it had ne mere than 15 "private fund” clients even though it might have hundreds of institutional O
investors in its private funds and manages billions of dollars.

Further, in order for an investment adviser to register with the SEC under piior law, an investment
adviser was required to manage a minimum of $25 million assets under management at the time of SEC
registration or within 12 months of registration. If an adviser had less than $25 million in assets under
management, it typically was required to register in the state where its home office resides and
state(s) where its clients live absent a state exemption from registratien.

A key feature of the Private Fund Act is the elimination of the “private adviser” exemption to SEC
registration one year from the Dodd-Frank Act’s enactment. All investment advisers must be in
full compliance with the Private Fund Act’s registration and reporting requirements at that date,
absent another exemption. The net affect of this critical regutatory development is that it wilt
trigger widespread federal or state registration by investment advisers that can no fonger rely on
this exemption, Furthermore, in an effort to focus its resources on [arger investment advisers, the
Private Fund Act increases the asset under management threshold amount that a manager will be
required to have for SEC registration {generally, a $150 million minimum in assets under
management for advisers solely to private funds and a $100 million minimum In assets under
management for advisers that provide investment advice to clients including, but limited to,
private funds (e.8., separate accounts)). I shifts the regulatory oversight of smatler managers
(i.e., managers with $25 - $100/$150 million in assets under management) to the states. This will

2
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result in many currently SEC registered investment advisers having to deregister at the federat
tevel and, instead, register with the applicable state regulators, a burdensome and costly process.

As noted above, the "private advisers” exemption will be eliminated and the minimum assets under
management that will be required for an investment advisér to register with the SEC will be raised to
$100 million. Specifically: -

. The Private Fund Act eliminates the current registration exemption for investment
advisers with fewer than 15 clients (unless it can rely on anotl_aer exemption) and
replaces it with a limited exemptien for certain “foreign private advisers® (as described
below).

. The Private Fund Act eliminates the current registration exeraption for investment
advisers whose clients are all Incated in the investment adviser’s state.

. The Private Fund Act provides that an investment adviser with assets under
management of over $25 million will be required to resister with tha SECunless it isa
"Mid-Sized Investrent Adviser” that can register with a state or can rely on another
exemption. A "Mid-Sized Investment Adviset” is ap investment adviser with assets
under management between %25 million and 5100 millien {or such higher amount as
determined in the future by the SEC} that is required to be registered in the state in
which it maintains its principal office and place of business and, if registered, would be
subject to examination with such state. A “Mid-Sized lnvestment Adviser” that is
currently registered with the SEC under the Advisers Act is therefore required to
deregister from the SEC and register with its applicable state regulators. To the extent
a "Mid-Sized tnvestment Adviser” is not permitted to register with a state (e.g., state
lacks investment adviser registration statute) or it is required to register in 15 or more
states, SEC registration is still required. The shift in regulatery oversight from federal
to state jurisdiction for most investment advisers falling into this category will be
significant. Among other things, investment adviser principals that register with
certain states may be required to pass FINRA examinations, a requirement not needed
far SEC registered advisers.

The exemptions from SEC registration that will be available following the enactment of the Private
Fund Act include:

. Private Fund Adviser Exemption - The Private Fund Act includes a registration
exemption for an investment adviser that acts solely as an adviser to private funds
(l.e., funds that rely upon the exclusion from the definition of investment company
provided in Sections 3{c){1) er 3(cM7) of the Investment Company Act), with U.5. assets
under management of less than $150 million. To the extent an investment adviser also
acts as an adviser to a separate account or managed account in addition to any private
fund, this exemption will not be available, These exempt advisers must, however,

maintain such. records and previde the SEC with such annual or other reports as the SEC

3
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determines necessary or appropriate in the public interest or for the protection of
Investors in its rule making process. O

. Venture Capital Fund Adviser Exemption - The Private Fund Act includes a registration
exemption for an investment adviser that serves as an adviser solely to one or more
"venture capifal funds® {to be defined by the SEC). Venture canital firms must,
however, maintain such records and pravide the SEC with such annual or other reports
as the SEC determines necessary or appropriate in the public interest or for the
protection of investers in its rule making process.

. Foreign Private Fund Advisers - The Private Fund Act includes a limited registration
exemption for a "foreign private adviser,” which is an investment adviser that: (i) has
no place of business in the 1.S., (if) has fewer than 15 clients and investors in the U.S.
in private funds that it advises, (iii) has less than $25 million in assets under
management attributable to clients in the U.S. and investors in the U.S. in the private
funds that it advises and (iv) does not hold itself out to the public in the U.S. asan
investment adviser or advise an investment company that is registered under the
Investment Company Act or a business development company. This éxemption
represents a significant restriction to most foreign investment advisers that have relied
on the current law to avoid registration.

. Family Office Exemption - The Private Fund Act excludes from the definition of
investment adviser a "family office” (to be defined by the SEC).

. Registered Commodity Trading Adviser - The Private Fund Act provides a registration
exemption for an investment adviser that s registered as a commodity trading adviser O
with the Commedities Futures Trading Commission (the "CETC") and advises a private
fund, provided that the investment adviser's business is not predominantly the
provision of securities-related advice, To the extent that an investment adviser
subsequently engaged in securities-related advise, such exemption is not avaitable.

New Reporting Requiremnents

In addition to the extensive compliance and record keeping requirements that the Advisers Act requires
of registered investment advisers {described below), the Private Fund Act provides that the SEC may
now require a registered or unregistered investment adviser to maintain certain records and fite
reports regarding the private funds that it advises as the SEC deems necessary and appropriate in the
public interest and for the protection of investors. The Private Fund Act allows the SEC to consider the
specific type or size of the fund advised when crafting such rules, and the requirements thus may vary
from fund to fund. In the case of large fnvestment advisers, this includes an assessment of a manager’s
or fund’s systemic risk to the financial system. The Private Fund Act permits the SEC to refer certain
large funds to the newly established Financial Stability Oversight Council to designate for Federal
Reserve systematic risk regulation. In furtherance of this goal, the SEC under the Private Fund Act is
permitted to examine all records and books of private funds managed by an investment adviser, not
simply those required by the Advisers Act,

4
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Under the Private Fund Act, registered and unregistered investment advisers will be required to

maintain certain records and reports, including, for each private fund it advises, information regarding:

. amount of assets under management
. counterparty credit risk exposures

. trading and investment positions

. trading practices

. use of leverage

. vatuation policies and practices

. types of assets held
. side arrangements er side letters
. other infermation the SEC deems necessary

Campliance Manuals for Registered lnvestment Advisers

it should be noted that, in addition to the registration process itself, all SEC registered investment
advisers are required, among other things to adopt and tmplement extensive written policies and
procedures {collectively, 2 “Compliance Manuat™) under the Advisers Act by which alt investment
adviser personnet must abide to ensure adequate regulatory compliance. A Compliance Manuat is
comprised of numerous pelicies mandated by the SEC to ensure that a registered investment adviser’s
management prevent, detect, and report violations of regulatery laws, including the following:

. Policy Regarding Compliance Monitoring

- Policy Regarding Advertising and Marketing

. Policy Regarding Solicitation Arrangements

. Palicy Regarding Private Placement of Securities

. Policy Regarding Account Documentation and Accuracy of Disclosure
. Policy Regarding Anti-Mopey Laundering

» Policy Regarding Safeguarding Client Assets
. Policy Regarding Recardkesping

. Code of Ethics !

5
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. Policy Regarding Insider Trading ’ O

. Policy Regarding Portfolie Management ard Trading
* Policy Regarding Best Execution and Soft Dollars
. Policy Regarding Valuation

. Policy Regarding SEC Filings and Reperting

. Palicy Regarding Privacy

. Policy Regarding Proxy Voting

. Policy Regarding ERISA Cempliance
. Policy Regarding Business Continuity

Government Enforcement and Private Litigation lmplicatiens of the Dodd-Frank Act

We will address government enforcement and private litigation implications of the Dodd-Frank Act in
forthcoming articles. Fer prasent purpeses, advisers te private funds should be aware of the following
potential landmines crafted into the {egislation:

. Enhancements to whistleblower {rcentives and protections, which may encourage
employees to report borderline {or even non-existent) issues to authorities, O
. The lowéring of the standard for "aiding and abetting” liability from "knowing and

substantial” assistance to "knowing or reckless and substantial” assistance, which may
encourage the SEC to pursuye marginal actions against advisers or individuals who
potentially may have assisted a violation.

. The mandating of mere rigorous deadlines for the completion of enforcement actions,
which may cause the SEC Staff to be even less flexible than currently in
accommodating reasonable scheduling requests. The more rigorous deadlines may atso
cause the Staff {o be less willing to give thoughtful, measured consideration to a
potential defendant’s/respondent’s arguments.

. Enhancements to federal sentencing guidelings in matters involving financial fraud and
the extension of the federal statute of limitations for securities actions (including
actions by the $EC seeking monetary penaliies) from 5 to 6 years.

As is true of other aspects of the Dodd-Frank Act, the broad parameters of the enforcement and
{itigation provisions will be sharpened by subsequent agency rulemaking. in addition, from an
enforcement perspective, the discretion with which the SEC staff and other prasecutors deploy the
tools now available will largely determine the (egislation’s true impact.

i)
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Other Changes of Significance to Investinent Advisers

Finally, it should be noted that there are ether provisions of the Dodd-Frank Act not discussed at length
in'this article that amend the Advisers Act and other federal securities laws in a manner that wilt be of
significance to investmnent advisers. For exampte:

® The Dodd-Frank Act provides the SEC with additional authority to define terms used in
the Advisers Act.

. The Dodd-Frank Act medifies the definition of “accredited investor” in Regulatien D
under the Securities Act of 1933, as amended {the "Securites Act™), to exclude, for
purposes of determining whether the individual meets the $9 million net worth
accredited investor standard, an individual’s primary residence. In addition, the SEC is
required to adjust the accredited investor net werth standard to be more than $1
million four years after enactiment of the Dodd-Frank Act, and to review the entire
accredited investor standard for natural persons no earlier than four years after
enaciment of the Dedd-Frank Act and then every four years thereafter.

. The SEC is directed to adjust for inflation the “qualified client” standard of Rule 205-3
under the Advisers Act (governing payment of performance fees to registered
investment advisers) within one year after enactment of the Dodd-Frank Act and every
five years thereafter.

. The Dodd-Frank Act expands the anti-fraud autherity of the SEC and the US federal
courts over conduct oceurring sutside of the United States.

. The Dodd-Frank Act requires that the SEC adopt rules to disqualify certain "bad actors®
from relying on Regulation D under the Securities Act.

. Under the Dedd-Frank Act, a money manager that is an affiliate of a bank or a bank
holding company will be subject to the "Volcker Rule,” which prohibits a money
manager from engaging in proprietary trading or investing in ar sponsoring private
funds, subject to certain exceptions. ’

. The Dodd-Frank Act includes new regulation of over-the-counter derivatives and
persons that engage in such transactions. These provisions could require certain
entities that are counterparties to swaps (including a private fund that engages in swap
transactions) to register with the SEC or the CFTC, and would subject these entities to
clearing, margin and trading reguirements when engaging in certain over-the-counter
derivative transactions.

L] * *
As noted above, we believe that substantial resources will be allocated over the next year by clients

and contacts who will need legal advice and assistance on federal and state registration issues,
reporting and record-keeping requirements and adoption of a Compliance Manual. Our team has

7
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extensive experience in this area, having successfully shepherded investment advisers’ registrations on
both federal and state levels, drafted and implemented Compliance Manuals and other policies and O
procedures and advised clients with respect to compliance audits and other actions brought by

regulatory authorities.

To discuss these issues further, please feet free to contact any of the Bryan Cave attorneys listed
below: :

Nir Yarden Erica L. Moscarello Paul Huey-Bums
(212) 541-2080 {212) 541-2304 (202) 508-6010
nir.varden@bryvancave.com erica.mescarclo@bryancave.com  paul.huey-burmns@bryancave.com

Eric Rieder
(212) 541-2057

erieder@bryancave.com

8
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No: Name of Payee:

Confidential Private Offering Memorandam

DenSco Investment Corporation

General Obligations Notes g&* %,

Minimum Purchase $50, 00(15 ;

The General Obligation MNotcs (the “I\ot A are gencral ob%%mns of DenSco
Investment Corporation, an Arizona corporahon,( 'g_mCom pany") The Notes“‘%gbﬂler with all
other cutstanding notes and all other advances or hah:!’rﬂbé‘ ) ‘ﬁﬁéﬂy the Companyf to any holder
of an outstanding note will bo sectred by a general p?%gs of atl assets owned by or later
acquired by the Company. The Companx’ﬁ»lﬁcs! assels wxllife lhe Trust Deeds, as defined
hercin, acquired by the Company and ﬂ'E\Not’e& @;}Lbc supereoﬁ’-'m prionily and liquidation
preference to Notes subscnl}ed for by officers m/c}&,&re’béﬁéﬁp’f the Comipany. Interest will be
peid monthly, quanc/?%orai mé%lmy The Ndfcs are not ifisured or guaranteed by any state or
federal governments ty or any :hsumnce cm?m’bany, and the Company will not cstablish a
sinking fund for the Notcsf wihe @1}3’3{))’ gcgcra}l? may transfor, sell or substitule collaternl for
the Notes.  THE? tfonf;pa&y maym’quxf‘y the Thtc?ési rate to be paid on subsequently issued Notes,
The qupgany will use gﬁ@d faith S}X‘Qrts lo prepay Notes upon receipt of written request, but the
Companyw;ll not be obll:atéed o do sa’/ The Notes may be redeemed by the Company prior to
maturity upon%ghcc at a pri ';;-:qual to the principal amount of the Notes plus accrued interest to
the date of rcdcmbf'og ch’?‘bcscrrpuon of Securities — Note Terms.” Default may occur with
respect 1o one Notc :)”‘ﬂ ﬁét another. The Notes may be purchased directly from the Company
without commission. “The Company intends to offer the Notes on a continuous basis until the
earlier of (a) the sale of the maximum offering, or (b) two years from the dafe of this
memorandum, provided, however, the Company reserves the right to amend, modify and/or
terminate this offering if the Company changes its operations or method of offering in any

material respect. See “Description of Securities” and “Plan of Distribution.”
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THE NOTES ARE SPECULATIVE AND INVESTMENT IN THE NOTES
INVOLVES A HIGH DEGREE OF RISK. SEE “RISK FACTORS.”

THE NOTES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), OR APPLICABLE
STATE SECURITIES LAWS, NOR #AS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE REGULATORY A TY REVIEWED,
APPROVED OR DISAPPROVED THE ACCURACY QF’ADEQUACY OF THIS
CONFIDENTIAL PRIVATE OFFERING MEMORANSUM{OR ENDORSED THE
MERITS OF THE PLACEMENT OF NOTES. AN ESTATION TO THE
CONTRARY IS UNLAWFUL. THE NO % i1
EXEMPTIONS PROVIDED BY SECTION4{), OF THE ACT, Tf?%“o” by
THEREUNDER, CERTAIN STATE SECURITIES 74 ,x-“ CERTAIN RULES AND
REGULATIONS PROMULGATED LT ‘5,:; THE NOTES MAY NOT
BE TRANSFERRED IN THE ABSENp :
STATEMENT UNDER THE ACT AR
LAWS OR AN OPINION £

PX01DOCS\T3985%. [VC0S35890I5 2092 PX0 1 DOCSATIVESE. N\CO6RIa003saesr i
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Offering Upderwriting Proceeds to the

Price (1) Comuissions (2) Cowpany (3)
Note $50,000 -0- T 7 sso000 |
Total Minimum Offering $5G0,000 -{- $475,000
Offering Maximum $50,000,000 0 $49,975,000 |

acceptance by the Company

(2} The Company's President, Denny J. Chitticl £
on behalf of the Company. Mr. Chittick Wil
connection with the placement of the Notes. The C6ij
and commission to a lcensed b / ; “n,- | custodian to facilitate
procedures by investors using qualific (0% 11 ﬁ & ROTH TRA and KEOGH
Plans), up to one percent (1%5) of the pﬁ:‘;’ég

$25,000, wffgﬁbe pad -" the Company’s general operating

//fz 2, %‘

3) Oﬂ'enng expen

(£) 602-469-3001
(1) 602-532-7737

PX01DOCSTIES 8. IVC0685 S103 52502 PXOIDOCSNTI0888 INCO6R58A0152952 if1
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THE NOTES ARE OFFERED ONLY TO PERSONS WHO ARE: (1)
“ACCREDITED INVESTORS” WITHIN THE MEANING OF RULE 501(a) OF
REGULATION D PROMULGATED UNDER THE ACT AND APPLICABLE STATE
SECURITIES LAW; (2) ABLE TO BEAR THE ECONOMIC RiSK OF AN
INVESTMENT IN THE NOTES, INCLUDING A LOSS OF THE ENTIRE
INVESTMENT; AND (3) SUFFICIENTLY KNOWLEDGEABLE AND EXPERIENCED
IN FINANCIAL AND BUSINESS MATTERS TO BE ABLE -'ﬁsEVALUATE THE
MERITS AND RISKS OF AN INVESTMENT IN THE ) i1 ..;}%_( EITHER ALONE OR
WITH A PURCHASER REPRESENTATIVE. SEE “INYESTORSY

NOTES ARE NOT OFFERED AND WILL NOTS8%0LD T0 %,
INVESTOR UNLESS SUCH [INVESTON ‘
SATISFACTION OF DENNY J. CHITTICK, 1

MEMORANDUM DOES NOT
O ANYONE IN ANY JURISDICTION

STANDARDS OF SRACTICE BEFORE THE INTERNAL REVENUE SERYICE,
POTENTIAL INVESTORS ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION
OF FEDERAIL TAX ISSUES IN THIS MEMORANDUM IS NOY INTENDED OR
WRITTEN TO BE USED, AND IT CANNOT BE USED BY A POTENTIAL INVESTOR,
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON A
POTENTIAL INVESTOR UNDER THE INTERNAL REVENUE CODE; (B) SUCH

PX 11 DOCS\TIPE5S NCOESSE4T35 2902 PX 01 DOTSYZIFEAS, IVCOGE 58410352552 v
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DISCUSSION 1S WRITTEN TO SUPPORT THE FROMOTION OR MARKETING OF
THE NOTES OFFERED HEREBY; AND (C) POTENTIAL INVESTORS SHOULD
SEEK ADVICE BASED ON THEIR PARTICULAR CTRCUMSTANCES FROM AN
INDEPENDENT TAX ADVISOR.

CERTAIN “REPORTABLE  TRANSACTIONS” REQUIRE THAT
PARTICIPANTS AND <CERTAIN OTHER PERSONS EILE DISCLOSURE
STATEMENTS WITH THE IRS, AND IMPOSE SIGNIFIC PENALTIES FOR THE

OR OTHER AGENT OF THE INVESTOR) MAYZDIS E%E ANY AND ALL
PERSONS, WITHOUT LIMITATION OF ANY.K FREATMENT AND
TAX STRUCTURE OF AN INVESTMENT :

PROVIDED TO THE INVESTOR
TAX STRUCTURE, EXCEPT TO
RESTRICTED BY APPLICABLE SE

BE TO SYEH TAX TREATMENT AND

THiS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM HAS BEEN
PREPARED SOLELY FOR THE BENEFIT OF CERTAIN INVESTORS TO WHOM IT
HAS BEEN DIRECTED. A PROSPECTIVE INVESTOR, BY ACCEPTING DELIVERY
OF THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM, AGREES TO

PROIDOCSI7IFESE. INCOESSBANI SI092PX0 1 DOCSIZ32858 NNCOSESBAN352992 ¥
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RETURN THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM AND ALL
ENCLOSED DOCUMENTS TO THE COMPANY If THE HOLDER DOES NOT
UNDERTAKE TO PURCHASE ANY OF THE NOTES OFFERED HEREBY.

PRIOR TO THE SALE OF ANY NOTES OFFERED HEREBY, THE COMPANY
WILL MAKE AVAILABLE TO EACH INVESTOR THE OPPORTUNITY TO ASK
QUESTIONS OF AND RECEIVE ANSWERS FROM MR. C ﬂcx CONCERNING
THE TERMS AND CONDITIONS OF THIS OFFERING AND TO OBTAIN
ADDITIONAL INFORMATION NECESSARY TO VE 3:10¥,

TNFORMATION CONTAINED HEREIN, TO ﬂ%ﬁm B OMPANY OR MR.
CHITTICK POSSESSES SUCH mronm‘rxp OR

IN WHOL ﬁ R IN PART, OR THE
LR HE PRIOR WRITTEN

':l ) 4
SUBSCR!PTION AGREEMENT AND

hE X CERTAIN PROVISIONS OF

e /ARE SUMMARIZED IN THIS CONFIDENFIAL

Miwi%)zm. AND THE SUMMARY IS QUALIFIED IN
/i DETAILED INFORMATION OR AGREEMENT OR
* ELSEWHERE. IN CASE OF A CONFLICT BETWEEN
PRIVATE OFFERING MEMORANDUM AND SUCH
AGREEMENTS OR DOCUMENTS, THE AGREEMENT OR DOCUMENT, AS THE
CASE MAY BE, SHALL GOVERN. REFERENCE IS MADE HEREBY TO THE
COMPLETE TEXT OF ALL DOCUMENTS RELATING TO THIS PLACEMENT
THAT ARE DESCRIBED HERER. A COPY OF ALL DOCUMENTS AND
AGREEMENTS SO DESCRIBED BUT NOT INCLUDED HEREIN WILL BE MADE

PX0] DOCS\7IPE58 PCOG3554 352992 PX 0T DOCSTIM S8, OGRS S DI 52992 vi
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AVAILABLE TO A PROSPECTIVE INVESTOR AND ITS COUNSEL, ACCOUNTANT
AND ADVISER(S) UPON REQUEST.

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR ANY TRIOR OR
SUBSEQUENT COMMUNICATIONS FROM THE COMPANY OR MR. CHITTICK
OR THEIR AFFILTATES AS LEGAL OR TAX ADVICE. EA ,'I'OR SHOULD

PX01DOCSITIPESE, 1\00S25 40352 IPOIDOCSITIVSSS. \C06a5660352992 Vil
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MEMORANDUM SUMMARY

The following summary should be read in conjunction with, and is qualificd in its cntirety
by the more detailed information appearing elsewhere in this Confidentinl Private Offering
Memorandum.

The Company

Sier

orr
A

& .“ n
_,A.

o e

its business, the{ gmpanyﬁ\%)lé Seek o mam A s T i I size, back-office
rties diedical G i

commercial prope

% Ko
residential propert %

maximum loem ! Nze of §1 &?’@ y intends to maintain a loan-to-value ratio
below 702 ﬂ: x: A @wﬁg%‘g all loans in the loan portfolic.
i “s

.Company 5 ofF cumf tly located at 6132 W. Victotla Place, Chandler, Arizona

&
F
é? 7 The Offering
E
Securitics: The Company is offering the first $500,000 in principal amount of Notes

on an “all-or-none, best efforts basis” and on a “best efforts™ basis with
respect to the remaining $49.5 million in principal amount of Notes. In
addition to the Company’s President’s (Denny Chittick) initial capital
contribution to the Company, Mr. Chittick maintains a $! million

PROIDOCS\TIORSR, VTGRS B0 52002
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investment in the Company at all times. This investment takes the form of
Notes, Therefore, depending on the maturity of the Notes currently held
by Mr. Chittick, the minimum offering may be met with his investment
onty. The interest Tates of the Notes will vary and will depend on the
denomination of the Note and the term selected by the investor. The
Notes are offered in denomipations ranging from $50,000 to
$1,000,000.00, increasing in additional inc Bnty,with a minimupn of

principal amount ap ﬂ Iy ' amoum of the outstanding
i
cn

m Use of Procagds" and “D, pt:on of Securities.”
’w;% %
i
Restricted Nature of %\ W

Se‘-‘uﬂh{}fﬁ@* »,é The NOY %‘:ﬁfﬁmﬁ and are restricted securities. This is a private

&S

Sement nded to be exempt from the registration requircments under

abfifeable stalc scourities laws, and may only be made
by a principal of the Company to a qualified investor who
o hold the investnent to maturity. See “Description of

Risk Factors: An investment in the Notes involves a significant degree of risk. Only
investors who can bear the economic risk of such an investment should
purchase the Notes. See “Risk Factors™ und “Investor Suitability,”

PX01DOCSATIR853 10068584103 52992 2
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Use of Proceeds: The proceeds of the offering will be used as working capital primarily for
lending secured by, and the purchase of, Trust Deeds within the guidelines
set by the Company. Sce “Use of Proceeds™ and “Business.”

Plar of Distribution: Notes may be purchased directly from the Company without commission.

The Compnny intends to make a continuous offcring of the Notes until the

PXOIDOCS\TIVESS. INCOGA5 840352002 3
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BUSINESS

The Company was incorporated in Arizona on April 30, 2001 and is engaged primarily in
the business of funding Foreclosure Specialists, who purchase houses through the preforeclosure

process, and at foreclosure sales and through a sale of REQ properties (Real Estate Cwned by a

financiat institution after a foreelosurc) or short sale transactions.

Target Markets and Potentinl Future Markets

4 8
. . T, o ,
The Company will farget the funding and ﬂchasing of Tr ceds to qualified

purchasers of foreclosed homes and qualified byj ders of Arigona mmm@%csidcnﬁal

% t Dee yloan-to—vaiue ralio docs not
exceed 70 percent (70%) and the current Vjeld* 458 percent (13'7 or greater. Most of these
itieg: {Z‘%% g},ébne year), and under cenain
circumstances, Comp 2 ., ge a highelinterest raté or pass through additional costs
incurred on short-terfilhans. MEH Trust Deedsiill range in size from $25,000 t© $500,000,
and the largest loan size i53ipt i @%@@%O&OOQ Each loan will be secured by its

AL immm@f’%f;aratc real propertics) as well as by personal
jgcts and personal guaranties (as determined on a2 case

purchased loans will have short-term m

require monﬁ%}uerest payf
.
however, some {521ig,are all

Wﬁﬁd to be extended on a case by case basis,
For lending tof oreclosure Specialists who purchase foreclosed homes prior to or at the

foreclosure sale, the Company will target remodelers, contractors and other entities cugaged in
this niche real estate market, but the Company will ntot imit its efforts to this niche. The
Company intends to have these Trust Deeds have loan-to-value ratios, no greater than 70 percent
but with an objective geal of 50 percent to 60 percent. The Company anticipates that the

minimum loan size will continue to be $25,000, and the maximum loan size will continue to be

PX01DOCS\ 33458, INODES 5840332992 4
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$1,000,000. The values of these homes are determined to be based on the valve to which they

will appraise at or seli for on the retail market.

Por lending on commercial projects, the Company will target esiablished, reputable
contractors and developers who are developing back-office commercial properties, medical and
ather pmfessmna! offices, stnp and prc-soid commercial ccn:er.s multi-unit apartment

projects, which will probably obligate the Compa
2
lenders. The Company intends to directly (th

! #fiicmsed conftractors who have
e Company also plans to finance builders’

that arc lighly marketable and have
may quahfy for conventional bank financing

From time to time, a default occurs on a loan and the Company needs

bencfits warrant the righ
to conduct & Trustee’s Sale or accept a Deed 1n Licu of Foreclosure on the real property sccuring
aloan. As such, if the Trustee conducting the Trustee’s Sale does nol receive a bid in excess of
the Company’s eredit bid (in the amount of the loan, accrued interest and costs) at the Trustee's
Salc, the Company becomes the owner of the subject real property. The Company intends to sell
such properties as quickiy as possible in an effort to minimize resulting costs and losses, and to

maintain & diversified financing operation. However, the Company reserves the right to lease

PROTDOCSVTIORSR, 1NC068 5840352602 5
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any property obtained through a Trustee's Sale or a Deed in Licu of Foreclosure until the
Company determines that the property can be sold at a sufficient price. The Company may
diversify its financing operations in the future to include other areas of fingnce. The Company
does not anticipate entering any non-Arizona market without first attempting to contact the
significant Note holders and discussing this market with them.

Cash Flow

i -:
i

Notes.”

v 5
Limitcd Due Dilig ‘;Eé 2] %%
To the extent T q @%\%, Trust Deeds will be purchased through a
(ERSTItaRfE, mortgiEibrokers and title companies that the Company believes are

iewing its er, verifying the documeniation and performing Jimited credit
2-, %ppmpﬁatc by the Company and visiting the subject property in a
timely manner. For fifchases of foreclosed homes, the properties are inspected after purchase,
before or during rcha}éiimtion and after rehabilitation to insure the property is improved o a
markefable condition. The Company will not make residential loans to natural persons for

personal, family or household purposes.

PXCLIDOCS\TI9858, 1\ 068 5BV 32092 6
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Funding agd Purchase of Loans

The Company reserves the right to approve or decling the funding of each direct loan or
the purchase of each Trust Deed submitted for purchase.

Collections

4 1,; ate, the Company’s polrcy

foreclosure proceedings may begin
may clect not to begin foreclosure pro

contract for sale or is in the process of beingily
the principal of a loan amiggj

of the Company i3 to vecover
. If the borrower is unable in

a timely manner to %r refindjite
2, Y :
borrower execute a g&l.xc 4 = BDeed in L:cu”) to the Company 5o that the

| .
Company wn}L ﬂ{g ;

S e

ninety (99Y day pro : :
gainidl trol of the prd ’-’ mt%gﬁ Deed in Licu or a Trustee's Sale, the Company will
decide ef ur@%jt market thﬁjm toperty at retail, which may require additional monies to
improve the pri '_,s_‘ to retaififeady condition, or 1o wholesale the subject property “as is.” The
Company may alsdedey; rent the subject property as an investment property. If applicable,
the management of "' rental properties will be maintained by a professional management
company chosen by the Company.

PAOIDOCS\7IO858. PCOGBSEN0IN002 7

DIC0003363



Regulation

The financing of construction loans and other types of real eslate transactions are
regulated by various federal and state government agencies, including the Arizona Department of
Financial Institutions. Atizona Revised Statues §§ 6-901 to 910, §§ 6-941 to 948 and 6971 lo
985, and regulations issued thercunder, have specific mortgage broker and mortgage banker
licensing and operating requirements The Company's Manageme &!;elieves that it is not

. £

required to be licensed by the Arizona Department of Financial /%Ls Utions as a mortgage broker

or a morigage banker nor under certain federal laws, such agg ¥ "ft 3L ending Act or the Real

BiGootion with i te lpans. The Company will

N7

as either guge loan broker or morigage banker;

!
to work with and to pay a reasonable and
nged m

a lice: ortgage loan broker or morigage banker for
%,

cother third-parly professionals in connection with due

loans to certain types of borrowers, which may or may not be secured by certain types of
residential real property. Most of these statutes and regulations apply to ransactions only if the
loans are made to natural persons for personal, family or houschold purposes. The Company
will not lend to natural persons for these purposcs.

PXOIDOCSTIZSSS. FMC06S S8403 52992 8
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[f new regulations are issued by the U1.5. Federal Housing Administration (the “FHA™) or
if a more strict interpretation of the cument FHA regulations is implemented in the future, such
regulations could reduce the demand for the Company’s loans from Foreclosure Specialists
which could impair the Company’s ability to keep all of the proceeds from this offering fully
invested in loans with borrowers.

% will be the

%1 1940 (the “Advisers Act™, as
“Wrizona law generally requires all persons that
: of prof ding invmtm;%ﬂvice for compensation to register with the

\it exemipt from registration. ‘The Company’s

jestment advice for compensation, the Company anticipates that it

Sabproviding if
: '_,, yon as a “private investment adviser” under rules and regulations of

1

the SEC and/or the S
number of clients that would trigger registration with the SEC andfor the State of Arizona.

e of Arizona given that the Company has fewer than the threshold

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank
Act™), the “private investinent adviser” exemption was eliminated and replaced by a number of
other specific exemptions. As directed by the Dodd-Frank Act, the SEC is currently preparing

PXOIDOCSVTIPESE 1VC0SE5 3 52002 g
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the final rules {the “Rules™) that will provide guidance as to the applicability of the additional
specific exemptions that replace the “private investment adviser” exemption. The Company
expects that the SEC will issue the Rules during this offering; however, until this cccurs, the
Company cannot determine whether it will be required to register as a resuft of the Podd-Frank
Act and the Rules promulgated thereunder, Should the Rules require the Company to register as
an investment adviser, the Company intends to take the nccessary steps to register as an

investrnent adviser with the State of Arizona and/or the SEC withinilit%ime frame outlined in

such Rules. £,
5

- . . "
Diversity of Risk . ’%

The Company will attempt to maintain a5 se portflio of Trust Decdilitd loans by
sceking a large borrowing base, participating in severaldy
any lending into residential and commeyeial projects, s
limiting financing to short tenms. Cu%?e

rkets, acquiring Trust Deeds for

$hing loan-to-value guidelines and

epproved nod qualified bomowers, It i 4
cventually will exceed ) specialists. The Company will
maintain loans throu é}lﬁf i reduce its risk to fluctuations in
values and conditioi%;n fithin the metro%; jtant area. The Company also believes that
it can reduce risk by p é% @%@9 cs of financing: Trust Deeds on foreclosed
pmpcmesﬁfé}sﬁfféﬁ%f%%st d lending from $50,000 tract homes and condominiums fo
$1 00}} 0 custom * %mes:ﬁh scommercial investments for flex-office, back-office,
gé 1 office and
value guideli }mt current] L i range from 50 percent 1o 65 percent {(but it is intended not to

il. Indddition, the Company intends to maintain general loan-to-

exceed 70%), to ihe Compeany’s portfolio of loans, Further, all loans are relatively
Shoﬂ term, yz?

Because of these varying degrees of diversification, the refatively short duration of cach
of the loans, and Management's knowledge of the Phoenix metropolitun aren market, the
Company's Management anticipates that it will not experience a significant amount of losses;
however, there can be no assurance that the Company will not experience such losses. Mr.

Chittick, individuaily, has made or participated in approximately ioans secured by real

PXOIDOCSI739852, 0625840352992 i0
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cstate over the last fourteen (14) years, As of the date of this Memorandum, Mr. Chiltick and the
Company have collectively experienced __ loan defaults that required initiating a Trustes’s
sale process, with ____ of such loans being settled prior 1o the Trustee Sale suction, Various
borrowers have conveyed ____ propertics to the Company pursuant to a Deed in Lieu. To the
exten! the Company deemns necessary, the Company intends o use the services of outside real
estaie lending consultants to assist in evaluating any loan or the security for the loan to seduce

the risk of a loss of principal due to the defaunlt of a real estate ¥, & borrower and the

resulting foreclosure upon the security for the loan,

.':é o
The Company will make available to %@s‘p&tﬁc 1 o7, prior to the
consummation of the offering and sale of a NG 10 such investor aﬁ%@;ch ifvestor’s
representative and advisers, the opportunity toafé 1ve answers gonceming the

terms and conditions of this offering and to obtain an y ticénal mfonnanon that the Company
may possess or may be able to oblain vﬁ%om unreasonable 1. or expense, and which may be
necessary lo verify the accuracy of the mfs%ﬁ%@g’mshed tos ;@;gspcctivc investot.

PXOLDOCSTIORSS. I\CO6RS 21352992 1t
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RISK FACTORS

An investment in the Notes offered by the Company involves a significant degree of risk.
The securities offered hereby should not be purchased by anyone who cannot tolerate significamt
risk incheding the possibility of losing their total investment in the Notes In analyzing a

possible investment in the Notes, prospective investors should consider carefully the following

operate and achieve these results on a gdf g«i@gard basis, whié‘ﬁ uld limit the Company’s
ability to repay the Notes as planned. %

é{
%

2 7
4na highi é’%ﬁiﬂiﬁ industry. The Company competes with
3 y _i;gdll unions, mortgage brokers, finance companies and
other pr%ér:vestors thaf*m? establfshed in the finance business. Competition in the finance
55

business is

st overall loan cost, which consists of interest rates, fees, closing

costs, document ) on, and availability of funds and the length of time it takes fo
approve a loan. Th of funds to many of our competitors is typically lower than the
Company's, sllowing“them o compete for borrowers on belter terms, such as interest mates,
which is a significant component of loan cost. The competition usually has lower costs on
longer-terrn lonns. The Company™s higher cost of capital and Jending rates miay result, in part, in
the Company acquiring Trust Deeds and lending to borrowers who are unable to obtain financing
from these larger compefitors. In some cases, these types of borrowers have weaker credit

worthiness than other borrowers, which could ¢xposc the Company to a greater tisk of
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nonpayment of its loans by borrowers. Sec “Business-Target Markets and Potential Future
Markets.”

Ability to Generate Sufficient Cash Flow to Service the Outstanding Notes

The Company's ability to generate cash in amounts sufficient tojpay interest on the Notes
and to repay or otherwise refinance the Notes as they mature gfpends:%ﬁpon the Company’s
receipt of payments due under the loans that are in the Con’g%i tportfolio. The Company's
finencial performance and cash flow depends upon prevailin ,{.conom/ nditions and certain

73
financial, business and other factors that are beyopdsthe %ﬁmpany’s co These factors

rticularly in i’ which the
ifions that nffeét the financial

include, among others, ecosomic and competitig;;, ,itions,"’

borrowers operate their businesses, and genoral econéiiic
strength of developers and real estate inyvestors in the an % that tho Company intends to make
investments. In recent years the declingj a%;mte m&%\ﬁen the largest challenge
facing the real estate finance industry. Thikdesaide o

is something new to the industry that
typically sees  slow rising in values of pm}%ie fE at fggﬁab;tizy of prices. The dramatic

and prolonged decreas, gﬂ’cv firs */ s forced th Compa.ny% change how it operates, which is

requiring  monthly. %st payxﬁfg%.ts under its® loans rather then allowing the interest to
3 oL

compound. The Company® ,%gn thedhaturity of loans {o borrowers in some cases
and is onlyﬁ%ﬁ%‘%}?c loafigily a few BSFOwers under striet conditions. Accordingly, an

investyy 6& in the Nof (fered 4 Bgiinvoives substantial risk and Notes should not be
i ‘5 "

anyone who ¢ihnot tolg’ﬁg substantial risk, including the possibility of losing their

.-1 . e

s

¢iifsin the Notégy! There can be no assurance that the Company will be able to

PUIC

Deerease in Value of Collateral for the Loans in Company’s Portfolic

The Company is responsible for collecting payments from loan obligors and for
foreclosing under an applicable Trust Deed in the event of default by an obligor. If the Company
is forced to conduet a Trustez's Sale to obtain ownership and possession of a property securing a

{oan, the value of the property may have decreased between the time that the outstanding loan
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was initially made to the time of repossession pursuant to a Deed in Lieu or a Trustee’s Sale.
Consequently, the Company’s sale of such property may result in a loss as a result of the amount
owed to the Company being in excess of the value reccived by the Company pursuant to a
subsequent sale of the property. Accordingly, an invesiment in the Notes offered hereby
involves substantial risk and Notes should not be purchased by anyone who cannot tolerate
substantial risk, inctuding the possibility of losing their total investment in the Notes. There can
’?Qi': nd repay the Notes as

planned. ) ;fy / 5,

After giving ¢ffect to this offering and thé' z;p % oé%bi net pmc«eec;rg e Company
will have sipnificant outstanding indebtedness. The any's ability to moke scheduled
principal and interest payments on the l%%fgl depend upoﬂ’%(:ompany s ability to generate
sdequate revenues from its real estate l’é‘pd:ﬁzx ; ;atlom ﬁ%’&mmny has historically

S

received approximately % effective int it on LY

be no assurance that the Company will be able to continue to opc_

Expansion of Real Estate Loan Base

‘2.

2 c oans bul minimal interest on its

y the pri, :pal and interest due on the Notes,

cash accounts at its b
'f' cant amou%t of its capital to its real estate loan borrowers
=in.a timely m cr. As the Company receives the procceds
me?ﬁﬁi %ﬁd its real estate loan base in order to keep its

from this off;gjp Compi
d%'ﬁf- TrOwers as opposed to being i its cagh accounts at the

capital ;ﬁned to its rda%“é%pie
i

bank 16 Company contm o expand its real estate loan base, it may not generate

to service i cbt obligations, including the Notes. Accerdingly, the Company
will continue to'ely upon Zat borrowers, word of mouth referrals and the referral network of
outside mortpage b io A consuitants that Mr. Chittick has developed. See “Business-Target
Markets and Potcnﬁnli’ﬁ’mm Markets.”

Demand for Real Estste Loans

The Company’s success depends, in parl, upon its ability to continue to develop and
achicve growth in its real cstate lending operations and to manage this growth effectively. In
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formulating and implementing its business plan, the Company telied on the judgment of its
officer and consultants, and on their research and collective expericnce to determine customers,
marketing strategy and procedure. The Company has not planned, conducted or coatracted for
any indcpendent market studies concerning the anticipated demand for the Company's real estate
lending services. Although the Company has reviewed general reports conceming the number of
houses being built, houses for sale, jobs created and peopie re!ocating fo Metropolitan Phoenix,

the extent that there is insufficient demand for lo:

adverse effect on the anticipated demand for the

principal payments on the Notes needed wth. See “Buliffiss-Target Markets and Potential
Future Markets.” é% 5
Management of Rapj ?Growt o %

oty %
The Company's Sﬁ%ﬁ? deiepds, to %a:éggxtem. on its ability to achieve growth in the
aumber of ioaﬁ%iguons losmﬁ' diligence and servicing of these loans and the
ability manage (Mg wt ‘:;gggtxvc]y This growth will challenge the Company’s

_¢ resources aﬁc@ystcms %s parl of its business strategy, the Company intends to
pursue con growth th gh ils business cantacts, marketing capabilities and marketing
alliances. As 2 mpany ntinues {o grow, the Company will need to expand its resources
and systems {0 maﬁ%‘g/ growth, but there can be no assurance that the Company will
continue {o be able to.glow in the future or to even manage this prowth effectively. Failure to do
so could materially and adversely affect the Company’s business and financial performance. See

“Business,” and “Management "
bid
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No Sinking Fund Provision; No Separate Loan Loss Reserve; Lack of Governmental
Insurance

The Notes represent general obligations of the Company and will not be subject to
redemption through a sinking fund. Although the Company docs not currently maintain a loan
loss reserve fund, the Company’s Management tries to meintain an allowance for 10s5¢s as part

of the Company’s general asseis at a level that Management belicves jg adequate to absorb any
anlicipated losses. At this time, the Company reserves the right‘%,%ﬁm such reserve in the

reserve fund.  As a result, the risk of loss on the Notes i nId be the case if the
Notes were backed by a sinking fund or if the Com jf ided and mam
loss eserve fund. Repayrment of the Notes by Company, is not secu
owned by the Company or any third party. There willih, no 11;iﬁ1a510n on the ap{ unt of future
indebtedness that the Company may 1ssue, create or | z@’ and the Company will not be

Company’s discretion, but the Company has no plans te cur 5f’i ent a scparate loan loss
g% tha

prohibited from permitting liens to be p! ~g?~ hon or cr&mng S&iffpr liens on its property for any

purposs, including for the purpose %‘s "

‘f
aymems additional indebtedness,
Furthermore, neither the Federal Deposit rﬁlg@gg;f nor any other state or federal

government agency m;g A&%ﬁe& See 4‘Dcs§ iption of Sgcurmeg »

‘-‘/ﬁ,ioﬁ ?é%-}%é

Terms of NQ}W',

e Company %}(QM to re§ Notes as they mature, including the initial principal
balafice ;ch Note and al%%cc(ued d impaid interest. However, the Company has the right
1o redeem tff otes at any tiffig prior to maturity upon 30 days® written notice to the Noteholder,

In the casc of ea i‘:’ﬁ edemptigh, the Company has the absolute discretion to select the Notes that
it will redcem, and _' it no requirement that Notes be redeemed from Notehelders on a pro
rata or any other bam'g.: Notes redeemed prior to maturity would prevent Noteholders of the
Notes called for redemption from receiving the snticipated return on such Nofes. See
“Description of Securities.”

Proceeds From Subsequently Issued Notes May Be Used to Repay Earlier Maturing Notes
PXOIDOCSTIO0SE, 1VCOGE$840152992 16
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The Company may be dependent upou the proceeds of subsequently issued Notes to
repay earlier maturing Notes, If sufficient proceeds from such subsequently issued Notes are not
raised, the Company would rely on its cash reserves, its operating capital and proceeds from the
sale of Trust Deeds to repay the eartier maturing Notes. Such funds may be insufficient to repay
the earljer maturing Notes, in which event the Company may be unable to repay such Notes or
the subsequently issued Notes. The ability of a Noteholder to obtain payment of principal and
interest on a Note in these circumstances could be limited to the extr ﬁmlikcly event that the
—' 23 se “Use of Proceeds” and

Pascription of Securities .
3 AEN
%, i e
Variable Rates and Matnrities of Notes '%‘ ,5;;’5;3:%, 22
i

e
Each Note bears 2 fixed rate of, jnterest from thf%ﬁe of its issuance until maturity or
i equent (o those by an investor may be
' s _ Gilonger %ha:fddependmg upon market
conditions and other factors. Notes outstand hig }t iy giﬂé%n}d%ﬁ: will not be modified to reflect
the terms and conditio: ﬁ\ : ) bsequemly ﬁ%iued Notesgh Therefore, any particuler investor
risks investing in the . )
investors, See "Descnptl
{/@féﬂgcmem [ﬂﬁ’j}@tes thlg? 1p}zrest rate on each Note will be determined and agreed
upo

o “3& giatc of issuant

m mgr} cant part, by the demand for funds and the competitive

environmenf’ he forcseeab rare by the Company. Since the interest rate the Company may

charge for its 1o its mers is fimited by competitive and other factors, the Company
may not be able to ;n’ 58 the interest rates charged on its loans to compensate for increases in
its funding mate to invéstors, Similarly, the Company may not be able to decrease the funding
rate to its investors to compensate for decreases in the interest rates charged on its loans lo its
cusiomets, Also, market forces could climinate the interest rate diffcrence between the interest
tate paid to Investors and the interest rate charged to the Company's customers. See

“Description of Sccurities.™

PX0IDOCS\TIESR.INC068 58403 52092 17

DICC003373



Valne of Company’s Asscis

The Notes, together with all other outstanding Notes and all other advances or Habilities
owed by the Company to any holder of an outstanding Note, will be unsecured as to any and all
assets owned by or later acquired by the Company (the *Company’s Assets™), There can be no
assurance that the proceeds of any sale of the Company’s Assets W to and following an

Event of Default (as defined in “Description of Sccurities™) wodld be sufficient to repay the

Notes. In addition, investors in the Notes will have no abilit

See “Use of Proceeds,” “Business™ and “Desceriplion of Sg6

«ﬂ‘- %,

Collections and Foreclosures

The Company is responsible llechng paymicy

foteclosing under the applicable Trust 5 fﬁ?’% event of defsr i

Company must complete a project repossessed by 1 ¥ oay have to inject additional
capital, which it may not } fully recov urthcr, oomplehon time may be in excess
of one year, causmg‘%%m :m:% éx] the cash figyy of the Company, depending upon the project
sy ‘%}t_ 10 strict s@'&’# law requirements in the collection and

. AR
5

size. The Company
repossmston%&g lnlc

# AIthough the Company will make every effort

uh le 1a%5any failure to comply may subject the Company to sevore
dain'lg&s or pe i&c an&% result in administrative or judicial action against the
lanon.

No Assurance of Con ,’é% tional Financing for the Company’s Operations

In eddition to Note proceeds, the Company may establish lines of credit or obtain various
forms of finageing from a financial institution or any other person or entity. The Company’s
Management believes that during the past fow years, conveafional financing for speculative
business enterpnses, such as the Company’s lending operations, has become more difficult to
obtain., If regular, continued sale of the Notes is not suecessful, and the Company is not able to

PROIDOCS\T9858, 1055 534\0352592 18

DIC0003374



obtain sufficient financing from other sources, the Company may be forced to sell Trust Deeds
and/or loans in its portfolio to pay maturing Notes as they come due. Mr. Chittick has provided
liquidity to the Company through an equity line of credit in the past and he intends to do so in the
future. When Mr, Chittick advances funds to the Company from this equity line of credit, Mr.
Chittick draws an interest rate of ___% per annum from the Company. Funds advanced in this
manner are generally only short term (3-5 days). If the Company were to require additional
conventional financing, the lender will probably secure its foan 55 & Mr. Chiitick to the

Company by rcquiring a lien on the Company's assets, includin ; i . The lender’s

“Description of Securities.”

Regulation

Because it will ny /ﬁ?ﬁi@% ans for pe famxly Q ‘ ousehold purposes, the Company
believes it hay struefi its o ns to be exﬁgsgt from various federal and state regulatmns

and panicularly from re;

| Eslatc Settlement Procedures Act and the Home Morlgage
Disclosure @, it as x{gﬁous state laws and regulations. Failure to comply with any of
4 % fsumlar siate law requirement, may result in, among other results,
demands for indemyitfication or repurchase, rescission rights, lawsuits, administrative
enforcement actions and civil and criminal liability. in addition, there can be no assurance that
existing regulations will not be revised to govern the activities of the Company as currently
structured.  Compliance with existing or fiture regulation could be costly and could materially
and adversely affect the operations of the Company. See “Business - Regulation,” including the
predatory mortgage lending discussion contained therein.
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FHA Regulations

1f new regulations are issued by the Federal Housing Administration or if a more strict
interpretation of any of its regulations is implemented in the future, such regulations could
reduce the demand for the Company’s loens from prospective borrowers, which could impair the

Company’s abifity to keep all of the proceeds from this offering ﬁxliy i S ted. See “Business —
*

Regulation

The Notes are bejng privately placed by the C3 iy ”'ﬁahﬁed mvejo who intend
fo hold them for their own account uné;l matunty Ih 1o undcmnter, and there is no
assurance that the Company will be suc

ment of the Notes in a

m:nue mg foams to its borrowers,

mannet sufficient to satisfy its cash flow req j;rcm

See “Use of Proceeds™ and By iness.” V ’

v

e . tered undcr the Act or any state securitics law and, unless

50 it fored, may not ffered g Id except pursuant to an exemption from, or in a
trasaction subj &Fupistrition requirements of the Act and applicable state securities
laws. The -"@f._-,_‘ ntend fo register the Notes under the Act or any state securities
law. In addition, R ._:,-'§ are non-transferable without the prior written consent of the

is no public or privatc.mdi:g market for the Notes, and it is highly unlikely that a trading market
will develop. The Company has no obligation to make any effort to cause a trading market to
develop and does not intend to lake any actions lo cause a trading market to develop.
Accordmgly, and because the restricted nature of the security prohibits the purchase of the Notes
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for any purpose other than holding to maturity, an investor in the Notes must anticipate holding
the Notes to maturily. See “Description of Securities.”

impact of Change in Economic Conditions

An unforeseen change of peneral economic conditions, and

iuiarly in Arizona and
the southwestern United States, may adversely impact the Compan$s busifiess and its ability to
generate sufficient operating income to satisfy {is debt oi : 5
under the Notes as they become due. The Company m " '_ he rig - 'ust the interest paid
in subsequently offered MNotes and on the Notes offergfhereby with 30 day@a

the past, Arizona’s real estate market has besn c,;-ﬁi {8l and i pxpericnced soi
investors should anticipate that these real estate markeif(%’{.gg

dctuations.

S o . . .
périence cyclicalfluctuations in

the future. The Company would adjusgs operations in nse 10 changing conditions, but

there can be no assurance that the Compé’ﬁ?i ilf be able to ogﬁg}}gfs planned during periods of
A .

i
such fluctuation or adjust its operations t&%gyo’: pact of sjj?!%}changed conditions. See

“Business-Target Markets and Potential F ““-‘%ﬁ;@sﬁ%ﬁ
A T

'.f‘%‘ 2 3 ’ e %

éf’%am %% #tif2on the continued secvices of Mr. Chittick. The Company’s
S 2

abilitfigrrontinue its lendj

loss of hﬁ% itick if a diblified” replacement could not be found without unduc delay.
)
ick occasnally uses the services of outside consultants who have assisted

disabled or unavailable for a long period of time, Mr. Chittick has developed a contingency plan
for & consultant to wird down the Company's business, but there can be no assurance that such
plan wiil be successful. See “Management-Contingency Plan in the Event of the Death or
Disability of Mr. Chittick."”
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Management’s Outside Interests and Conflicts of Inferest

Mr. Chittick may maintain some activity in personal investments outside of the Company
and he may manage similar types of outside portfolios as thosc maintained by the Company.
Some of the Company’s outside consultants who occasionally assist Mr. Chittick also make
investments in loans secured by deeds of trust. In addition, Mr. Chittick invests in similar

instruments on his own behalf. Since the Company plans to invest i 3450 rtfchos similar to those

The Company is not registered, 868 E intend lo@%}‘fér under the Investment
Company Act of 1940 in reliance upon %‘\cxcl 51:; ﬂ)e debnition of an investment

Company’s busines 3,.;, be stifect to subs tially loss federal and state regulation and
75

supervision than a mg{éﬁ% i " ent. comp '? If the Company was subject io the

ct of 448D, theCor would be mquired to comply with signiﬁcant,

a resul (e operation and conduct of the

Investment "%rg?

ongo'

No Protections Front Investment Advisers Act of 1940 or Analogous Arizona Law

The Company is not registered or licensed, and does not intend fo register or become
licensed as an investment adviser with the State of Arizona or with the SEC pursuant to the
Investment Advisers Act of 1940 because the Company’s Management belicves that the
Company is not engaged in the business of providing investment advice for compensation.
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Accordingly, the operation and conduct of the Company’s busiaess will be subject to less federal
and slatc regulation and supervision than a registerad investment adviser. 1If the Company was
subject to the Investment Advisers Act of 1940 or the analogous Arizona law, the Company
would be required to comply with significant, ongoing regulation which could cause the
Company to incur additional costs, adversely impacting its operations. This could occur if the

Company were deemed to be engaged in the business of providing investment advice for

compensation and the Company cannot avail itself of the private i
under Arizona law or the forthcoming exemptions under the Rulgidi

et adviser exemption
& promulgated by the SEC

pursuant to the Dodd-Frank Act. The Compary intends to taki ail ret ;;9@!: steps to avoid such

classification. See “Busincss” %% .
ﬁ%’%”*g *’%%6

Control by and Benefits to Insiders

%,
the manageu%i of the Campany because Mr.

n st { of the Company. See

ﬁ%‘h
% 4
"?*“”'MM

PXOIDOCATIONSE, INCOSTS BAI3 52092 23

DIC0s03379



Difficuities and Costs of Continuous Offering

Until the maximum offering proceeds are attained or the Company terminates this
offering, the Company expects to offer the Notes for placement on a continuing basis for two
years from the date of this Memorandum unlcss the Company changes its operations or methed
of offering in any material respect prior fo the expiration of the two year offering period. See
“Plan of Distribution.” In order to continue offering the Notes durings{his period, the Company
will need to update this Memorondum from time to time, ﬁy the information in the

\ é%a ., A failure to update this

Memorandum current will cause the Company to incur addi!j

Memorandum as required could result in the Company bii
E0b-5 of the Securities Act for employing a8 mani twc or deceptive d  in the sale of

sccurities, subjecting the Company, and possibiyth ,mnagc‘fgg: of the Cor %&;@,ﬁo claims
from regeiators and investors. In addition, an investo iseek 1o have the sile of the Notes

tigp the Company's operations.

’??;!'

crs.
cm% which the direcior derives an improper personal benefit;
inter ;ﬁl migconduct or the absence of good faith; (i) acts or
gard for the director’s or officer’s duty; or (iv) the making of an
illegal rhstnl:nuﬁg shmehc’) ers or an illegal loan or goaranty.

The Company’g#Articles of Incorporation provide that the Company’s directors sre not
lable to the Company ot its shareholders for monctary damages for the breach of their fiduciary
duties 1o the fullest extent permitted by Arizona law. The Company’s Bylaws provide that the
Company may indemnify its directors and officers as to those labilities and on terms and
condittons permitied by Arizona law including the payment of expenses incurred by a director or

PXOIDOCSTISESE. 1WC068 55410352992 24

DIC0003380



officer in advance of final disposition of the proceeding following the furnishing of certain

written representations.

Notes Are Unsecared General Obligations

The Notes are unsecured obligations of the Company, and .' olders will be general

it
A
# bankruptey proceeding is commenced by or agamstdhe Company, crede?ﬁ of the Company
ay will be cntltf%?p%epayment
ing the Not¢holders. The

v Which could reduce the funds
ﬁmgatpn scenario. Title 11 of
ifies 4T certain other creditors be

financing sources ficns or other sceurity intcrests in the %0 ﬁﬁgy § assé r and other property. 1If

who were granted a security intecest in the Comipid Y .S DLo)

a/ e,
prior {o any general unsecured creditors of the Coffig

re can be no assurance that the
Noteholders will receive® y ts in respedt.of the Notés if the indebtedness of any secured
creditors of the Co f \{oeeds e vafue of su&;o?ured creditors’ collateral.

Sy 4
Changefin Investmen At ti_Fman Pplices Without Noteholder Approval

“"*f:”"x Y 2% ‘&

or business degisionsiand policies of the Company, including its investment and
lending polxcl @% other pg\ms with respect to growth, operations, debt and distributions, will
be determined b ny's Management. The Company’s Management will be able to
amend or revise ihese othcr policies, or approve transactions that deviate from Lhese policies,
from time to time without & vote of the Noteholders. Accordingly, the Noteholders will have no

entitled to repayment prior t% cneral unsecut;gd

control over changes in strategies and policies of the Company, and such changes may not serve
the interests of all the Noteholders and could materjally and adversely affect the Company’s
financial condition or results of operations.
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Issuance of Additional Debt and Equity Sccurities

The Compaay will have authority to offer additional debt and equity securities for cash,
in exchange for property, services or otherwise. The Noteholders will have no preemptive right

to acquire any such securitics. Further, the Company is not subject to any agreement that limits

Conceniration of Loans in Arizona

The Company’s portfolic of lg :s concentrated '4 ?u xAnmna_ Consequently, the
Company's operations and financial condn.% ; {%cndmu é ral trends in the Arizona

market in which such concentration exist ly, its respective real estate

- .r’
market. A declineina which the y has d%ancentration may adversely affect

the values of pmpe%ug Tin i{l Campany’diloans, such that the principal balance of such

2 val of the underlyfﬁf properties, making the Company’s ability
jea a{}o gégult unlikely. I addition, uninsured disasters
' war may adversely impact the borcowers® ability to repay

i %}écna] férsc effect on the Company’s resulis of operations and
]

Possible Inadequacy gFAllowances for Loan Losses

The Company's allowance for losses related to the loans is maintained at a level
considered adequate by Management to absorb anticipated losses, based upon historical
expericnce and upon Management’s assessment of the collectibility of loans in the Company’s
portfolio from time to time. The amownt of future losses is susceptible to changes in economis,
operating and other conditions, including changes in interest rates that may be beyond the
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Company’s confrol and such losses may exceed current cstimates. Although Management
believes that the Company’s allowance for losses related to the loans is adequate to absorb any
losses on existing loans that may become uncollectible, there can be no assurance that the
atlowance will prove sufficient to cover actual losses related to the loans in the future.

Broad Management Discreticn as to Use of Proceeds

The pet proceeds to be received by the Company in cg vith this offering will be
used for working capital and general corporae pu%ﬁ, zgc]udm ﬁgg fanding of loans.
Accordingly, Management will have broad dxscrctmne ith f‘espcct to the” @i}cﬂdlwre of such

proceeds. Purchasers of the Notes will be emas}}nééhmr fun&&go the Compan_ﬁﬁ ement,

upon whose judgment they must depend, with lmﬁ ':
working capital requirements and gene:al corporate purpé S8

be applied. Seo “Use of Proceeds.” ’?’%

T >

% L b

SR

v i i
M‘% %/ ’

;,,. turn could se éﬁ’r disrupt the market for real estate loans
and advcrsily,%g%t the vahfa .‘, yﬁg‘jy‘real estate loans made by the Company, and in
I\fg | estate loans may reguire substantial negotiations by the

turn the brming l:i*? !
Comy wnh the bong‘% in orgf

ﬂnaimn concornirig the specific
whlch the funds will olimately

&

ﬁérr the Company o ultimately obtain the underlying
property h@&as collateral ?gﬁ the iban. The Company may incur additional expenses to the
cxtent it is required to negouaii: with the borrower in order to obtain the underlying property. In
the event th::% A ablc to obtain the underlying property, because of the unique and
customized nature of g?fcal estate loan, certain real estate loans may not be sold easily. One or
morte non-performing real estate loans secured by properiy that the Company is unable to obtain
could have a negative affect on the performance of the Company and the return on your

investment.
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Governmental Action May Reduce Recoveries on Non-Performing Real Estate Loans

In the event the Company decides to foreclose on a real estale Joan, legislative or
regulatory initiatives by fedeml, state or local legislative bodies or administrative agencies, if
enacted or adopted, could delay foreclosure, provide new defenses fo foreclosure or otherwisce

impair the ability of the Company to foreclosc on 2 real cstate loan in default. Various

Jjurisdictions have considered or are currently considering such actio -' the nature or extent
%,

ke

of the limitation on foreclosure that may be enacted cannot be 'cted. Bankruptcy courts

loan, reduce the interest rate, extend the term to matu ;ﬁrggr‘b‘themié

7

bankrupt borrower’s real estate loan.

"5" %‘
Property Owners Filing for Banlﬂ'upt;ggMay Adver:%t the Compnny and the Notes
., "“?ﬁ
The filing of a petition in banks(] mg&g atically ;%?K; “stays™ any actions to
enforce the tenms of a real estate losn. Furih" f@;@y ¢ofirt may take other actions that

't:tnderlyin.? property. A court may roquire
modifications of lh%_;«s of a réilfestate loan, Wicluding reducing the amount of each monthly

payment, changing the Tals,of inférest and %e%ﬁ%m poayment schedule, thus allowing the
o i '%ﬁy . .

borrower ta,J ,%%lg:g?;#deﬂ;ﬁ);‘ pro Tty zAfg (hus preventing foreclosure by the Company

the sa’l%‘%‘g;w ie tt;:’ss profitable. A court may also permit a borrower to

X e T

i0hetary default r% j"g to aigeil estate Joan by paying arrcarages within a reasonable

prevent the Company frgj o teclosing en

and/or ml g
period and tefustating the ort %' al real estate loan payment schedule, even if a final judgment of

! entered$n a state court. Any bankruptcy proceeding will, af a minimum,
thieving its investment objectives and may adversely affect the

Violation of Various Federal, State and Local Laws May Result in Losscs

Vialations of certain federal, state or local laws and regulations relating to the protection
of consumers, unfair and deceptive practices and debt collection practices may subject the
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Company to damages and administrative enforcement, In the event that a real estate loan issued
by the Company was not originated in compliance with applicable federal, state and local law,
the Company may be subject 1o monetary penalties and could result in the borrowers rescinding
the affected real estats loan. As a result, the Company may not be able to achieve its financial
projections with respect to the particular underlying propeity.

Delays in Liguidation Due to State and Local Luws

Property forcclosure actions are regulated by slag%ﬂn Iocal stiffites and rules and are

subject to many of the delays and expenses of othcr igftésmts someumcs g several years
to complste. As a result, if the Company 15 not, i "’ e property vcfﬂ%ﬁnly from the

boreower, the Company may not be able to quickly fom{l}i@g{c #an ﬁubsequmtl)}:eil & property
R

%@ﬁ% «/ % Py

An Investment in the Notes V[ay Not Be Co 1st$ﬁ on 404 of ERISA
./

sceuring a real estaje loan.

Persons actm ﬁducz on behalf Gf a quah(' ed profit sharing, pension or other
retirement frusts subjcciti the Eml)né(oyee Retxrcm t"'Inoome Security Act of 1974 (“ERISAD)
should watlsf;y Ives it thc Notes is consistent with Section 404 of
BR%M that t cstr:t% prudent takmg into consideration cash flow and other

%f the investor. «éﬁ% b&”’
N )

There Can Be no r}& of Confidentiality

objes

As part of the subscription process, investors will provide significant amounts of
information about themselves to the Company. Pursuant to spplicable laws, such information
may be made available to third parties that have dealings with the Comepany, and governmental
authorities (including by means of securities law-required information statements that are open to

public inspection). Investors that are highly sensitive to such issues should consider taking steps
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to mitigate the impact upon them of such disclosures (such as by investing in the Notes through
an intermediary enfity).

Legal Counsel to the Company and Its President Docs Not Represent the Notcholders

Each investor must acknowledge and agree in the Subscriptibn Agreement that legal
S,
counsel ropresenting the Company and its President does not rep pdent, and shall not be deemed

under the applicable codes of professional responsibility %

representing, any or alf of the investors.

Pm' s, 72
Legal Counsel to the Company Will Represent thcqii}: g mpany and [ty
President o
Documenis relating to the purchas pf%&» jincluding thieibécription Agreement to be
3 TR >
completed by each investor, will be dclni!od«%:d oﬁﬁt {
G
Company will rcprcsm%égg{%i%!

represent the intem%@fgfgany inv
with its own legal co %‘hpefo

Finally, i )
it g, 4
Memorandim), legal®s imscl

3 qflﬁ 3 . u L] »
‘xadwcé*—ﬁ‘ﬁ’; be materially inaccurate or incomplete if any such

ca ﬁyiﬁ nature. Legal counsel to the

57 and its President, and will not

L Accord{ngf%;, cach prospective investor is urged to consull
_g“vcsting in 2 : mpany and the purchase of the Notes.

lied, and will rely, upon representations of fact made by the
Co President.
representaligji, arc themsel@ina urate or incomplete, and legal counscl generally will not
undertake im% nt invesgg’}éﬁon with regard to such representations.

&

Federal Income Tax Risks

The discussion entitled “Certain United Stotes Federnl Income Tax Considerations”
inctudes a discussion of certain U.S. income {ax risks involved in an investment in the Notes.
The section does not discuss all aspects of U.S. federal income taxation that may be relevant to

any particular investor and cannot address any investor’s specific investment circumstances. In
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addition, the section does not include a discussion of state, local or foreign tax laws. Each
investor should consult its own tax advisor with respect to these and other tax consequences of
an investment in the Notes.
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FORWARD-LOOKING STATEMENTS

This Confidential Private Offering Memorandum, including information incorporated by
reference in this Memorandum, contains forward-looking statements regarding the Company's
plans, expectations, estimates and beliefs. Actual results could differ materielly from those
in this Memorandum,

discussed in, or implied by, these forward-looking statements. Whe
the words “anticipate,” “intend,” “believe,” “estimate,” and o ilar expressions generally
identify forward-looking statements, which are found throufilfout %&cmorandum whenever
stalements are made that are not historical facts. Accor;ﬁ%“g!.z%uch fof ooking statements
might not accurately predict future events or the gitua] per{%nnnnce of aﬁf%%ﬁem in the

Notes. In addition, you must disregard any pm}&@gs and fepresentations, Wptten or oral,
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USE OF PROCEEDS

The Company intends to use the net proceeds received from the sale of the Notes,
primarily for operating capital, to purchase and fund Trust Deeds and to acquire intercsts in
propertice or notes, which the Company's Management anticipales to be able to resell or coilect

AT
provided, however, the Company will limit the amount of mothat may be raised for this
AFE _1:‘..‘

purposes, including root, advertising, lgbor and administ %expenses if needed, investment,

expansion or the purchasc of capital asséige%m fund loans % rrowers and purchase Trust
Deeds.  However, the Company expects that nd*mifite, an .05 nt of the proceeds of the

s. Tlfi‘a%{;‘ﬁﬁimny is not required to maintain

tg)/' 0 a reserve account, for the purpose

)

offering will be allocated to v;t}em! busmcssaf% P

matwe, The Company do. 10t e ) ajrffeserves from the proceeds of the offering in
acash resg ég%%ﬁ% ;{he e "i‘: 4 " net of cash reserves, if any, should be available

to fugg«mnd purchase™ he Company is not required or obligated te give

Notéholdérg notice of any e Company’s intended use of proceeds of the offering.
See “Businesii
cﬁ%
The followin gﬁ sets forth the Company's best estimates of the use of the minimum
88

and maximum target proceeds from the sule of the Notes,
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Minimum  Percent of Farget Percent of

Amount Offering Amount Offering
Raised Raised
Gross Offering Proceeds $500,000 100% $50,600,000 100%
Connissions & Costs (1) -0- 0% - -0- 0%
,f?:kz%
Cash Reserve (2} -0- 0% 7 -0- 0%

Q00 49,95%
f%w
’;;-(_

{1) The Company does not anticipale paying costs ¥ n‘”xmtssmns in exodss of the costs
associated with thie offcring. Thév oles may be pu'?élgased directly from the Company
without commission. Notes manm »af@ Lban two y lg}ao may be purchased by
investors using qualified funds (ie., ' ROTH IFA and Keogh Plans), through

d with an appy v/?t:us gg%rowded, that such investments

meet the invest nab; 1t}?,-1cqm:emm1 ;Tmmacl:gn costs for Notes purchased with

qualified fund'mavidie, a:d, sgfeiy at the Co yfy 's discretion, by the Company up to one

percent (lg) ‘ ‘,;a%; v%m

General Business (3) $25,000 5% %pm 05%

Purciiase of Construction Loans (4}

Proceeds Available For Funding/ $475,000 ,ﬁ?5§‘~
£
o7

a licensed broker-deal

R

(2} Comphny inten Jﬁit‘:s nov mmdﬁ) to maintain cash reserves {or access to other funds)
; minifiiiis of one percent of the aggregate balance of Notes
iifaccounts 1o provide funds to service interest payments and o
Notes. This amount will be caloulated using a proprictary cash-
Interest accruing in the general accounts will belong to the

Company. }

(3) Company anticipates that its current facilitics are adequate to fund real ostate loans and to
service the volume of contracts that would be purchased at the minimum level of procecds.
If its business is significantly incteased, the Company may invest in additional personnel,
computer couipment and facilities capable of processing increased data. General business

expenses may also include the offering expenses.
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(4) This use of the proceeds is oniy an estimate and the Company reserves the right to allocate
the proceeds in a different manner consistent with the Confidential Private Offering

Memoranduom.
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PRIOR PERFORMANCE

Mr. Chittick organized the Company in April of 2001 to provide a short-term funding
sowrce for primarily rcal estate developers and foroclosure specialists, Mr. Chittick has arranged
for the funding and administration of real cstate loans since that time. The chart set forth below

indicates the Company’s history in raising money from investors, the number of loans made, the

agoregate amount of such loans, the underlying values of the se “for such loans and any

Mr. Chittick initially capitalized the company wj{h;gn‘a mﬂ%& of his persona]
funds. From July 2001 through December 2001¢

investors. In 2002, an additional $930,000 \mﬁﬁ%%& _.
$1,550,000 was raised from existing and new mvcsior§ & {irl n;.. thie amount fmm both old and
12,450,000 In 2005, an additional $2,670,000 was
] an additio 24800,000 was mised from

3 }é»a

existing and new investors. In 2007, an ad onal S.’ ,00 ised from existing and new

investors. In 2008, an a d1tx_pn§l $3,000 OOGM’rmsed existing and now investors. In

C R E

2009, an additional $ 2 % was raised m cxisting and new investors. In 2010, an

problems with respect to such loans.

new investors increased to an addifiond

raised from existing nnd new investors.

additional § . aysed from ex:suﬁ:ﬁ;ﬁxd new investors. From January 2011 to

201 13%%_ = ﬁ‘% 7 rL‘ raised from cxisting and new investors. Mr.
Chimck of 'vf'*"-‘ to help ) facilitate cash flow for the Company. Ail of the
mon ?;gi;sed fmm inve E i Hrough the sale of promissory notes like those being

The money rai by the Company from investors has historically been divided into a
large portfolio of foans secured by marketable properties with varying values and locations in the
Phoenix metro area. The Company js currently lending in approximately ___ cities in the
Phoentx metro arca, which includes Maricopa and Pinal Countiea. The Company will have loans
secured by properties in many of these cities simultancously. The Company has endeavored to

maintain a large and diverse base of borrowers as well as a diverse selection of properties as
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collateral for its loans (o the borrowers. Howcver, in response to the more recent challenging
conditions in the real estate market, the Company has focused on maintaining relationships with
borrowers that have a proven track record with a good payment history and perforraance. The
Company continues to sfrive to achieve a diverse borrower base by attempling to ensure that one

borrower will not comprise more than 10 to 15 percent of the total portfolio.

All real estate loans funded by the Company have been igtended to be secured
through first position trust deeds. The loan to value ratio of the y's overall portfolio has

?”
averaged less than 70% and the Company intends to main a Tod! ‘;%mlue ratio of 50% to

)

65% ‘-"o:% ﬁé;-
::(Im 4
In 2001, thc Company funded 37 !oan u-st yeie, of operation. {ﬁnc aggregate
amount of these loans totaled $3,373,000, with th %r?%g of ‘underlying homes totaling
$6,393,000. Of those 37 leans, 15 wcri,, paid in 2001 pmd loans rotaled $1,452,000,

R 43!000 Air &stdue from all loans was

with the value of the underlying homes e
collected.

..-,‘_ s g J‘:E'
In 2002, the C pan}.r gd 69 loans iy its first full year of operation. The apgregate
amount of these aled S 85 000, w:th‘&hg value of the undcrlymg homes totaling

repaid loans totaled $9,693,500, with the value of the underlying homes equaling 314,488,500,
All interest due from atl loans was coliected.

in 2004, the Company funded 185 loans. The aggregate amount of these loans totaled
$19,907,000, with the value of the underlying homes totaling $30,422,600. Of the 185 aew
loans in 2004 and the remaining unpaid Toans from late 2003, 170 were repaid in 2004, These
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repaid Ioans totaled $17,951,700, with the value of the underlying homes equaling $26,939,500.
All interest due from all loans was collected.

In 2005, the Company fimded 236 loans. The aggregate amount of these loans totaled
$34,955,700, with the value of the underlying homes totaling $50.487,300. Of the 236 new
loans in 2005 and the remaining unpaid Joans from late 2004, 232 were repaid in 2005, These
repaid loans totaled $31,001,940, with the value of the underlying ! @%ua!ing $£45,111,500.
All intcrest due from all loans was collected.

4

[n 2006, the Company funded 215 loans. The afBregfite amouﬁb%csc loans totaled

$34,468,100, with the value of the underlying ho & totalmg $52,784,000%24 thg 215 new
2o 4

{oans in 2006 and the remaining unpaid loans ‘5,, 212 repaid in 200 ese repaid

loans totaled 335,301,250, with the value of the undcrfy mes wualing $53,057,200, One

loan that was foreclosed on, and succe ly resold, did oo

9 =
In 2007, the Compny,fnded 271 lody Jﬂ/%;%% amount of these loans totaled

$42,269,767, with }gyﬁuc oﬁ@ underlying*homes totaling $65,574,500. Of the 271 new
loans in 2007 and the ife@%nmg aid loans fmd?p% 257 were repaid in 2007, these repaid

loans totafed $4] £24 815 EI"'u{j;.?t &%&h@ erlying homes equaling $65,482,800. One
wndomrgﬁ%éaﬁ,&% hou ans, a.ng} one land loan were foreclosed, While the

3617%?

3 ﬁxy}th minimal principal loss, much of the interest was

cont}fo um and ho
collected IJ four loans. foss Was absorbed by the Company.

i, i
In zoos%mpaﬁ? funded 364 loans. The aggregate amount of these loans totaled
$47,329,758, with thtziEine of the underlying homes totaling £77,616,000. Of the 364 new
loans in 2008 and the temaining unpaid loans from 2007, 257 were repaid in 2008. Such repaid
loans totaled $34,578,755 with the value of the underlying homes equaling $56,255,500. While
one condominium and six homes wete sold with minimal principal loss, much of the interest was
collected on all the loens. The loss was absorbed by the Company. There were 15 more homes

that were either foreclosed on or ownership was acquired through the deed in lieu process.
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These houses are presently cither for sale on the retei! market, or have been tented and are for

sale on the investor market.

In 2009, the Company funded ___ loans. The aggregate amount of these loans totaied

§ , with the value of the underlying homes total ‘ . Of the
new loans in 2009 and the remaining unpaid loans from 2 vwcm repaid in 2009.
Such repaid loans totaled § with the value. g lht: : é%}!ing homes equaling
s . vk h'% %
In 2010, the Company funded |oans‘?/%g;reg§f amount of mé??«geans totaled
5 with the value of the underlyin: ':otz;ling $_____f:__ _. Of the
—____new loans in 2010 and the remai unpaid loans i: @;2909, were repaid in 2010

Such repaid loans totaled $
b

G
ﬁ%ﬁﬁg’ re
From January 1201 ,"f/ 1gh 11, the COmpany has funded loans for a
2 — mp -—
L derlymg hom‘%s yaluedat§_ . There have been

total of § £45ith the
__loans repa:d in 201% fﬁfﬁ and house valuesof 8
S

ygh “4‘:’-“5;5? & » 2011, the Company has part:c:patcd in

ﬁmg $ . 'The aggregate amount of loans funded is
y values totaling $ . The total amount of loans that

have funded and closé; with home values equaling 3 . These
loans have borne interest mates of % to ___% per annum. The interest rate paid to

notcholders has ranged from ___ % to __ % per annum through such date. Bach and every
Notcholder has been paid the interest and principle due to that Noteholder in accordance with the
respective terms of the Notcholder’s Notes. Despite any losses incurred by the Company from
its borrowers, no Notcholder has sustained any diminished return or loss on their investment in a
Note from the Company.

PXOIDOCSVI9858. NCLERIBHDISINGD 39

DIC0G03395



Pr

.4‘-?"% s (%..:‘ s
o

3

Ry

PXO1 DOCSTIOESE, NEO6S5843 52002 40

DIC0003396



MANAGEMENT

Direetors and Executive Officers

The Dircctor and Executive Officer of the Company are: Denny J. Chittick, 4 , President,

Vice President, Treasurer, and Secretary. /ﬁq
Denny J, Chittick worked at Tnsight Enterprises, InosZ Rl

ﬁ“.‘
é’ﬁﬂ {iiicly traded company, for
rearly 10 years, holding many different positions from fi @amlﬁé’@%\omtiom and held

I o
the position of Sr. Vice President and CIO when l;g’,jé} N#company ind; g Since leaving
Tnsight, he bas been involved i differepfieqmpanics, including a s6Hipze*compan
nsight, he n involved in several di crsg;f%g?mpamc including a s %@f mpany,
internet company and finance company. Mr. Chittick) qq!gls

State University.

: 7
£ i,
Real Estate Consultant Y iy
P YW oy

The Companyzéhﬁ havies; 3 y one cmpf"%)!cc, which will requite the Company to use
outside consultants“on 'g‘rf"dicg’}is to providt‘%ggﬁous services. These consultants may be
refained to assi.&gith any ,%‘{’%ﬁﬁw&g@é in connection with these loans and, to the

pree in Financsg&om Arizona

extent ngé;s ary, 10
(ff"

},}v’ith \gj,;;mg of aloan.

% % e
i, . -y;f.&'
s
i “n
Employces }"vé:;}:\ ! wr
With the ass 0f outside consuitants on an as-needed basis, Mr. Chittick intends to

operate the Company,Hs its primary cmployee, analyzing, negotiating, originating, purchasing
and servicing Trust Deeds by himself. As the portfolio of contracts increases, the Company may
add additional persormel.
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Confingeney Plan in the Event of Death or Disability of Mr. Chittick

Int the event that Mr. Chiltick is unable to perform his duties to continue the operation of
the Company in any capacity, Mr. Chittick has a writien agreetnent with Robert Koehler, an
owner of RLS Capital, Inc. to provide or arrange for any necessary services for the Company.
Robert has twelve (12} years of expericnce supporting real estate Joan portfolios similar to the

portfolio of the Company. Robert holds a real estate license in Arizong%ind has worked as a loan
officer in the residential and covmnercial transactions and has copd Ied due d iligence effort for
hundreds of private purchase of notes end trust deeds. Robe ted as a member of the
Arizona real cstate investrent community by investo nge bmkcrs, cECTOW
officers and real estate agents. As part of this co tory on the
Company’s bank account. dchect of all
properties ewrrently being used as collateral for a ioan % onth!y basis, Rdbert receives a
spreadshect of all the investors and wiygt i "éf}them and receives the monthly
statements for all investors. Pursuant “'1'3'-"'1" : , Aipon Robert's receipt of
instructions from Dcnny Chittick, or -a. i ated ﬁmduals or upon medical

confirmation that Mr, C ""f%ﬁ his duties as President of the
Company for an cxrcnd

by collecting ali of:

%ﬂl act to cIose down the Company’s business
%is‘—and Robert will retun all of the principal

As the S}t sha ho;gg‘?", Mr. Chittick receives a salary consistent with TRS guidelines.

Salary adjuslmems d¢ at vear-end in order for Mr. Chiltick to fund his 401(K) and to pay
N

—end profits are taxed to Mr. Chiltick pursuant to the U.S. Intemnsl

his income taxes, Yeé
Revenue Code rules applicable to Subchapter § corporations, Thercfore, year-cnd profits may be
distributed to Mr. Chittick. In addition, Mr. Chittick is paid interest on Nofes funded by Mr.
Chittick in the same manner as the other investors. See “Management — Management

Compensation™ As the Company expands its lending operations and increases the workload of
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Mr. Chittick, he reserves the right to receive an increased salary so long as there i no current
default under the Notes.

Ownership Compensation

The Company receives its revenve primarily from interest earngdd, on trust deeds, rents on
properties owned by the Company, interest on cash reserve a ofifits , and interest earned on
invesiments made by the Company after subtracting interes “&pits debts. The amount of

profits, and therefore, compensation to Mr. Chittick, will &déﬁgmjem &

& of Tuch !oans x paymem of its
principal and interest obligations under the Not g,Com distributes ¢ to Mr.
Chittick; provided, however, the Company may (buﬁ%{ ot utted to) retain xé;armngs in the
Company up to a level of “reserve” or “retained carni Q“ oals that the Company deems

sold, Trust Deeds acquired, loans made and the t

adequate. Subject to the need to adjust if s due to spectiiliquidily necds due to plans to
repay Notes or to fund future Trust Deeds ; dﬁ%@%ﬁgﬂmpﬂtﬁ it will be able to achieve
and maintain adequate reserve 4§§:IS o meet th%}: rﬁv‘gazmns

.:»,,g&;

Mr. Chittick : ave m%iﬁcam mvesunegw  in the Notes, for which the Company will
pay him monthly intorest oRhe siifiebasis s o bt Noteholders which investment amount will
be subord%g&éagﬁﬂ e Nl placed SRR to this Memotandum. (Mr. Chittick currently
has u’z’?“fcd approximatgiy, 32 203 in Notes, but this amount varies from $1.2 million to
$3.27°milligh,) See “Des,crxptfgq of Scgiffitics.” The Company intends to pay to Mr. Chittick al}

retained earhifffs in excess y roserves deemed necessary or desirable by Mr. Chittick to

mest the Companﬁ%%iﬂlga 5

iy
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PRINCIPAL SHAREHOLDER

The following table sets forth the beneficial ownership of shares of the Company’s
outstanding common stock.

Name and Address

Denny J. Chitnick
6132 W. Victoria Place

Chandier, AZ 85226

The Company is authorized {o issue up to 25,000, hares of common stock, but has no
% 2 ‘1.
intent to issue additional common stock a"%)‘ ime, R

) 4
.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Ownership

Based on his 100 percent ownership of the Company’s common stock, Penny J. Chiitick
maintains the exelusive ability to elect directors, appoint officers and ma
s

the Company.

Competing Businesses o :"%‘, :
@% S
During the four years prior to forming thé 0y, Dgggy Chittick perstidtly invested
in companies and in real estate [oans that are snbstannaﬁ 0 1far to the Company’s investments
in Trust Deeds. In addition to his activil £3,0n behalf of the'g v, Mr. Chittick reserves the
nghl to continue his personal mwshnents’ vr%trtate and :m&%& similar to Trust Decds,

Jfﬁ"’. -.‘r: 1, Jeg YRisk Factors — Management’s
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DESCRIPTION OF SECURITIES

The Company is offering up to $50 million in Notes. The minimum denomination is
$50,000, and the maximum denomination is $1,000,000 in a single note. An investor may
purchase more than $1,000,000 in  Notes, but it will be distributed over different Notes.

Denominations increase from the minimum to the maximum in add

iditional increments with a
v
jfeting proceeds are attained or

minimum incremental increase of $10,000. Until the maximum o

a continuing basis for fwo years from the date of 5
termination, the offering will continue for so long as élc?#
or method of offering in any material respost, Ifﬁ%
of offering in any material respect, the Company will o
provide correct information to mvcs;%rs The Cempaay experience  difficulties in
conducting a continuous offering of N@ggg “Risk Fac %%plﬁiculues and Costs of
Continuous Offering.”

gauons of the Compan%y and are superior in priority and
payable u%b\{ Chitiick. Mr. Chittick has agreed 1o

subordinate any Notcs to Wiih 1 S «%%%Wes with similar maturities placed with other
mvest:s;f;ﬁ dhe ) has neverdefaulted with respect to a Note, including any
fH0E | and interest due upon the matunty of the Note, if the

regu fq‘f nt

Compan

§'urod hilc Mr. Chittick has agreed and will act as sct forth above in this

Memorandum, such apfiient is not evidenced in a scparate writing signed by Mr. Chittick.
&

until the default i

The Notes will bear interest at the rates stated for the tcrm sclected. The investor may
elect to have interest paid monthly, quarterly or acerue and be paid at maturity. If the investor
¢lects to have iaterest paid at maturity or quarterly, the interest will accruc monthly and cam
compounded inferest. Interest is payable on the last day of cach period to the investors of the
Notes at the principal office of the Company in Chandler, Arizona. At the option of the
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Company, interest payments may be paid by check mailed to the address of the investor entitled
thereto as it appears on the Subscription Agreement for the Notes. An investor may request in
writing to the Company that a deposit be made to a designated bank or investment account.

The Notes are not transferable without the prior written conseat of the Company, which
the Company may withhold in its sole discretion. The Company anticipates withholding its

o

Syt d or gua:antccd by% or federal
; an investor co (ﬁook only to

o, ock enly

As unsecured, general obltganons any, me%wlﬂ not have any specific
colinteral. The Company's Assets include l of ;@%&any s rj¢rht, title and interest in Trust

Dceds owned by the Com DAY, ogether with ﬁ ymcnts ’%’stmmcnls received thereto, real

2 4

the ﬁ? version of niiy%of the foregoing into cash or other hquld

¥

donein conné(ﬁ;%g witha pi o cure a default.

the 1099%s 10 be issuk
Company., ©On an annual basis and upon written request from an investor, the Company will

by the Company to the investors and to prepare the tax return for the
certify to the requesling investor(s) that the aggregate outstanding principal amount of all cash

accounts, other property and Trust Deeds is at least equal to the principal amount of outstanding
Notes as of the date of the request.
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The Company may, in its discretion, modify the inferest rate paid on subsequently issued
Notes or the term of such Notes. Any such modification of the interest rate or term wilf not
affect Notes then issued and outstanding,

Notes are initially being offered at the following rates and maturties;

Note Terms (2)(3) J,
Note Amount (1) 6 Months I Year rs to 4

“l2% @ “Q

4
6@{:@?0 000 to $1,080,000, and in

additional increases with a mmmu;m of $10,000. Famuahﬁed funds, the Company will

$50,000 and up 8% ® 10% &

(1) Note amounts are issued in varied denominati

accept minimum contributions in suc‘h unts as reasonaﬁi%}ictcmuned by the Company.

{2) Although the Company intonds to use &' geo Mgiieefforts to 4;%)mmc;daw WrHIen requests
from an investor to pm y Note priordg 1f it 'ly tHe Company has in fact been able

to satisfy such ﬁé&ts in"Bfjimely manne .

obligation to d %
or to maturity. U,
prior n'tif y__ poiidh

ith interest paid in full, the Company has no

: tor has no ngi;&iv require the Company to redeem the Note
B’iﬂ guon te honor an investor’s request (o prepay any

Y rescives the right to adjust any inderest payable to the
d have been payable for the actual outstanding lerm of

written notice $0%hediivestor at a price equal to the principal amount of the Note pius

accrued interest tgff :: date of redemption.

{4) The Company also reserves the right, in its sole discretion, to adjust the interest paid on
outstanding Notes on 30 days written notice to Noteholders.
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The Company has the right {o sell, encumber, mortgage, create a lien on or otherwise
dispose of any or all of its property, or in any manner secure an indebtedness so that such
indebtedness shall have a claim against the assets of the Company securing such indebtedness,
all without the consent of the investors of the outstanding Notes provided no Notes are in defaull.
Any security interest granted in any of the Company's assets to secure an indebtedness will be
superior in priority to the general claim of a Noteholder,

Default may occur with respect fo one Note and not ang The Company shali be in
default of a particular Netc if any of the following eventsi{*Eved foult”y occurs with

respect to that Note: (a) default for 30 days in an%ﬁag} of mtcrc(& % Note when duc;

{b} defauit for 15 days in any payment of pnnclpal oif Note vghcn duc after ty, (c) a filing
! Bankruptcy C% or a filing
of the Comp'my whxch filing is
lt for 90 days after receiving

appropriate siotice of a breach of any oth v&@pl applxcabie%;;,m‘otc. Notwlthstandmg the

for protection by the Company under Chapters ﬁ of‘%ggf the
for the Company under the U.S. Bankruptcy Code by cred]
not dizmissed within 90 days of the ¥ datc or {d)

'!'he C y may’

substantia) a!l o < “""_2"._, y person, unless the successor corporation or transferee
e Company gatao &it'he Notes. The Company has no present intention of

merging mthﬁanother compagz s cov‘f) olidating with another company of transferring its assets,

%;g g
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PLAN OF DISTRIBUTION

The Notes may be purchascd directly from the Company without commission. Notes
maturing in two through five years also may be purchased with qualified monies (such as IRA,
SEP [RA, ROTH IRA end KEOGH plans) through a licensed broker-dealer and with an

approvcd custodian; provided, that such investments meet the investor suitability requircments.
3 by the Company up to
Note will be equal to the

The offering and sale of the Notcsv%i' e ’-%_g}:pq exemﬁ fmm registration under the

Act by virtue of one or mg g,0f the followingexdi oas@p tded by: (i) Section 4(2) of the
ted under th’%(Act See “Investor Suitability.” In accordance

: placed on thij%fnng and purchase of the Notes, including,

i,
duﬂ mumcatcdi(i the m\&swr by an officer of the Company and at no time may the
Compan 3 ertise or 3 Iicit by means of any leaflet, public promotional mecting,
newspaper orf agacings

.av‘ :

general advertisi g%_f gcne:al promotion.
¢

(2) The Notes may be purchased only for the investor’s own account, for investment purposes
only and not with a view to distribution, assignment, hypothecation, ressle or fo
fractionalization in whole or in part.

(3) An investor must mect certain suitability requirements, which are set forth under “tuvestor
Suitability.”
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{4) The Company must have fumished and made available for inspection all documents and

information that the investor has rensonably requested relating to an investment in the

Company, mcluding its Articles of Incorpomtion, stoeck records and financial account
records.
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DETERMINATION OF OFFERING PRICE

The rate of return for the Notes offered hereby will be set fram time to time by
Manapgement of the Company to approximale a rate of return competitive with similar sccurities
of other companies engaged in the finance industry. The Company has been in operation since
Apni 2001, There is no market for the Company®s securitics and none is expecied to develop.
Accordingly, the rate of return on any Note bears ro relation to ihgg-‘:t&%ﬁns of the Company, to
any market price for the Company’s securities, to the level of n

measure of valuation or return on investment.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONS{DERATIONS

The following is a general discussion of certain 1.8, federal tax considerations and
consequences that may be relevant to a decision to acquire, own and dispose of Noles by an
initial holder thercof. This summary only applies to Notes held as capital assets {generally,
property held for investment) within the meaning of Section 1221 of the Internal Revenue Code
docs not address all

."o,; der and it is not intended to

of the tax consequences that may be relevant to a pam::uiar Nolg
be applicable io Noteholders that are subject to special tax financial institutions,
insurance companies, real estale Investment trusts, 6"1111% Finvestm "f'“ mpames, grantor
trusts, U.S. expatriates, partnerships or other pass ugh cn;%txcs, tax-cxcm’ﬁf?’ zanons or
dealers or traders in securities or currencies, or 1o N e}}old -@g,at will held No part of a
position in a straddle or as part of a hedging, conversion © cgmtcd transaction for .8, federal
income tax purposes or that have a fufidtig %}ml currency otf%/f the U.S. dollar. Morsover,
excepl as set forth below, this summary do ”f‘ufﬁ:’a 5 the U. gdsrzd estate and gift tax law,
the tax taws of any state, local or foreign go g\%pmmc Z yf}‘% mininnim tax consequences
of the acquisition, O\mershi}'j% Bpthor dlsposﬁﬁébofNotes % does not address the U.S. federal
itvcome tax tmatment&.{oﬁg\?oteho def3 that do not a%gmrc Notes as part of the initial distribution at
their initial issuc pnec#“” h proipective mvestof%ﬁ’buid consult its tax advisor, attomney and
accountant chct (oU?"’?ﬁﬁfﬁw‘ﬁs{a&. local and forcign tax comsequences of
acquirin ﬁoldmg aﬁ}fgjsypsm ; otes

w s.
A.-

ma.ry is b nl provisions of the Code, as amended, existing and

proposed pasury RéBulations, current administrative proncuncements and judicial
decisions, each as‘a@;l d in effect on the date hereof. All of the foregoing are subject to
change, possibly thh g roactive effect, or differing interpretations which could affect the tax
consequences described herein. No advance tax ruling has been scught or obtained from the
Internal Revenue Scrvice regarding the tax conseguences of the transactions deseribed herein.
This discussion does not address lax considerations arising under the laws of any patticular state,

local or foreign jurisdiction.
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PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS REGARDING THE U.S. FEDERAL
INCOME TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF THE NOTES IN LIGHT OF THEIR PARTICULAR SITUATIONS,
AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS
OF ANY FOREIGN, STATE, LOCAL OR OTHER TAXING JURISD[CT TON.

For purposes of this summary, & “U.S. Holder" is 2 berég . al owner of Notes who for

U.S. federal income tax purposes is (i) a eitizen or resident |
federal income tax purposes) of the United States; (i) a ratlon atad
under the laws of the United States or any State or ‘ﬁé’a} su%dmsmn theré&é’&u) an esiate the
%ou reg)zﬁ‘gless of its sour%%ﬁw) & trust

(1) that validly elects to be treated ag a U.S. person fof; .8 { d;ﬁ income tax'y purposes or {2)
(&) the administration over which a U.S gurt can cxcrc:se i

income of which is subject 1o 11.8. federal incom

ary supervision and {b) all of the

substantial decisions of which one or mof€itiipersons have thgntority to control. A “Non-
U.S. Holder” is a beneficial owner of Notéd who™i federa}%t;come fax purposes is (i} a

non-tesident alien lndmd'%l i) a forc:gn ool e !ion, 1i) o foreign estate or trust the

{iduciary of which is ’Eﬁﬂm&

FAOIDOCS\I39358, \CO6R58400352992 54

DIC0003410



US. Holders

Interest

Except as set forth below, interest paid on & Note generally will be includible in a 1.8,
Holder’s gross income as ordinary interest income at the time it is paid or accrued in accordance

yr p)
Market Discount éé R

A holder of Notes may in very limited cimmgﬁmnsfer their N G':g.;. to third parties.
If the Company authorizes such o transfer, Notey?%‘l : it

4,
3 seclr ary market aflgg]

2,
anirity are genefally said to be

‘l;.l be

zera. Né:t}", sacquired by holders at criginal issue and

Notes maturing

dism?%fﬁ 2,
A Bl
Qg the sale, %ﬂptmu ‘or other disposition of a Note, including full or partial
redemption hkkef, having “Hiftrket discount” will bo treated as interest income to the extent the
gain does not ex §J c aggtied market discount on the Note at the time of the disposition. A
holder may elect to inely

attributable. The amount inciuded is treated as interest income. If this election is made, the rule

market discount in taxable income for the taxable years to which it is

requiring interest income treatment of all or a portion of the gain upon disposition is
inapplicable. Once the election is made to include market discount in income currently, it cannot
be revoked without the consent of the IRS. The ¢lection applies to all market discount notes
acquired by the holder on or after the first day of the first taxable year to which such election
applies.
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Sale, Exchange or Disposition of Notes

A U.S. Holder’s adjusted tax basis in a Note generaltly will equal the cost of the Nole to
such U.S. Holder, increased by any original issuc discount (“OID™} or market discount
previously included by the holder in income with respect to the Note. Upon the sale, exchange
or other disposition of & Note, a U.S, Holder will recognize taxable gain or toss equal to the

differcnce, if any, between the amount realized on the sale, exchange 0 ther disposition {less an

ih

amount equal fo the accrued but unpaid interest which will be tpy ,,- as ordmary mcome) and

is subject to limitations.

Nop-U.S. Holders

fitrerest
-:-'M'.
Subject to the }ff e
fnformation Report 8y
{i) a controlled forelgu

relat e ﬁ%}% directlyZ
: rmeg prenting at Jeast more tan 50% of the total combined
8]l clas&:s of the Company’s voting stock and (i) banks which

tion of an cxtension of ¢redit made pursuznt to a loan agrecment

with applicable statutory and reguiatory reguirements, which requirements are discussed below
under the heading “U.S. Backup Withholding and Information Reporting,” or an exemplion is
otherwise established,

If & Non-U.8. Holder cannot satis{y the reqaircments above, payments of interest made to
a Non-11.S. Holder will be subject to a U.S. withholding tax equal to 30% of the gross payments
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made to the Non-U.S. Holder unless the Mon-11S, Holder provides the Company or the
Company’s paying agent, a5 the case may be, with a properly executed (1) IRS Form W-8BEN
claiming an exemption from or reduction in withholding under the benefit of an applicable
income tax treaty or {2} IRS Form W-8ECI stating that interest paid on the note is not subject to
withholding tax because it is effectively connected with the beneficial owner's conduct of a trade

or business in the United States. Altemative documentation may be appliceble in certain

sitnations. /gg
P

A

If a Non-U,8. Holder is cngaged in a trade or busin the Utiifed States and interest on

although exempt from wnhhoidmg as discussed n (provldod the ccmf' £ £ gﬁggmmmts

Jincome tax orfiduch interest

{including OID) on a net income basis in the samc manrs lhc Non-U.S. Holder were a U.S.
Holder. In addition, if’ such Non-U.S. %ﬁ&der is a foreign Edfmpration, it may be subject t0 a
branch profits tax cqual to 30% {or ics%ﬂ an apphcé‘é tomc tax treaty) of such

4

amount, subject to adjustments. % m% &
2,

A
individual Nonf& SiHo such Non-U.S. Holder is prasent in the United States for 183 days
or more in the taxablsiy j;?;' such sale, exchange or disposition and cerfain other conditions are
met. Special rules apply upon the sole, exchange or disposition of a Note o certain Non-
U.S. Holders, such as “‘controlled forcign corporations,” “passive foreign investment
companies,” “forcign personal holding companies” and certain cxpatriaies, that are subject 1o
speeial treatment under the Code.  Such entities and individuals should consult their own tax
advisors to determine the U.S. federal, state, local and other tax consequences that may be
relevant to them,
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U.S. Federal Estate Taxes

A Notc that is held by an individual who at the time of death is not a ¢itizen or residemt
(as specially defined for United States federal estate tax purposes) of the United States will not
generally be subject to U.S. federal estate tax as n result of such individual's death, provided that
such individual is not a shareholder owning actually or constructively, ' than 10% of the total

 and, at the time of such

g b %als, would nol have been

effectively connected with the conduct by such mdmd%ggﬁega* trade of%ess in the United
(2

7Y
i,
R

M&% }ﬁ% &‘; z{?‘/

combined voting power of all classes of our stock entitled to
individual’s death, payments of interest with respect to

States.

#F
U.S, Backup Withholding and Infom%on Reporting @%

U.S. Holders °‘“”1;» «?.;"'
% b }":4-.-
Information reporti xcqmremems B{%ﬁ) g“fﬁ in payments of principal and
interest and the accru »9 OI y, on an obligation a.nd (¢] proceeds of the sale, exchange or

mn‘ﬁo certain U.S.5Holders. This obligation, however, does not

\%& ipgluding, corporations, tax-exempt ofganizations,
ed 1 g trusts and individual retirement accounts. In general, the
ﬁg i th the: ‘ﬁyc&ch year & Form 1099 information return reporting the
amount 0{ crest that was pﬁi’d or lluf, t is considered camed by a .S, Holder with respect to the
Notes held each cal

income on its fede!
a rate of 28% will apfify

iderttification number or certification of other tax-exermpt status or fails to report in full dividend

year, and a U.S. Holder 13 required to report such amount as
return for that year. A U.S. backup withholding tax currently at
o such payments if a U.S. Holder fails to provide a correct taxpayer

and interest income. Any amount withheld under the backup withholding rules is allowable as a

credit against the taxpeyer’s U.S. federal income tax liability, provided that the required
information is furnished to the IRS.
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Non-U.S. Holders

[nformation reporting will generally apply to payments of inferest on a Note o a Non-
U.S. Holder and the amount of tax, if any, withheld with respect to such payments. Copies of the
information returns reporting such interest payments and sny withholding may also be made
available to the tax authorities in the country in which the Noa-U.S. Holder resides under the
provisions of an applicable income tax treaty, Payments of principal

nterest on any Notes to

of the Note (or a financial institution holding the note on

ordinary course of its trade or business) provides an appry

execept where an applicable United S mcome tx
elimination of such withholding tax.

In addmon. mforma on reportmg md-d/ s+ the circumstances, backup

4] salc of ¥ Note within the United States or

conducted throught.

provides the payor with affp

ipfermediarics unless the benefictal owner

Fas 1o its non-U.S. status and the payor does

~ gyi‘;l 4

g, e,
not havc ctﬁ%@'ﬁ o a.- to know t the certification is incorrect.

THE ABOVE SUMMARY IS NOT INTENDED TO CONSTITUTE A
COMPLETE ANALYSIS OF ALL TAX CONSEQUENCES RELATING TO THE
ACQUISITION, OWNERSHIP, DISPOSITION OR RETIREMENT OF THE NOTES.
PROSPECTIVE INVESTORS OF NOTES SHOULD CONSULT THEIR OWN TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS CONCERNING THE TAX
CONSEQUENCES OF THEIR PARTICULAR SITUATIONS.
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INVESTOR SUITABILITY

General

An investment in the Notes involves significant risks and is suitable only for persons of
adequate financial means who have no need for liquidity with respect to this investment and who
can bear the economie risk of a complete loss of their invcstmen;yﬂ‘ﬁfs;pri\'mc placement is

4 %gg the Act and applicable
23

made in reliance on exemptions from the registration requi e

state securities laws and regulations. A <;(§ D
5, 3 iy oy
9‘“'*73';._ T
y #;

The suitability standards discussed below

resont n%inimum stitab ' ?dards for
prospestive investors. The satisfaction of such i ds‘g?%{ospwﬁvc in r does not
necessarily mean that the Notes are a suitable inw it for such prospective investor.

”

Prospective investors are encouraged t&@%@t their pcrsg%;’?gpancial advisors to determine
whether an investment in the Notes is ap%;ﬁ@" 37

e Com, fﬁfy reject subscriptions, in

L

2
VISR,
BE

: &
professional %& the in .,, 5 %M uating the merits and risks of an investment in

SR, R,
the Not?gﬁ{df of p ?’%ﬁpg its o 5
auqlgl’ffr’é e Notes for néﬁiwn
bution thereot#jii) the investor is aware that the Notes have not been registered

2 Y
bilsiness or ﬁn?ciﬁl experience, or that of the investor's

terest in connection with the transaction, (ii) the investor is
f3¥%or investment only and not with 2 view toward the

resalc or disifi

7

under the At state ly'\'rilics laws and {(hat there is no market for the Notes, (iv) such

G

investor mects the 54 lability requirements set forth below and (v} they have read and taken full

cognizance of the Rigl Factors and other information set forth in this Confidential Private

Offering Memorandurn.
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Suitability Reguircntents

Except as set forth below, each investor must represent in writing that it (@) is
“sophisticated” in so far as it is sufficiently knowledgeable and experienced in financial and
business matters to be able to evaluate the metits and risks of an investment in the Notes either
alone or with a purchaser representative; (b) is able to bear the economic risk of an investment in
the Notes, including a Joss of the entite investment; and (¢) qualifies 5 “accn:ditcd investor,”
as such term is defined in Rule 501(a) of Rogufation D under the Tt andxﬁmst demonsirate the
basis for such qualification. To be an accredited investor, vestd" gmsl fall within any of the

(L /-n

following categories at the time of sale of Notes to thai i a, %‘z»,«

(1) A bank as defined in Scetion 3(a)}(2) of th I a s'wmgs and loan %anon or other
institution as defined in Section 3(2){(5)XA) 0

ct er acling in H$%individual or
fiduciary capacity; a broker or dealer regmmd% it to Sectmn 15 of the Securities
Exchange Act of 1934; an insurar 25 mpany as deﬁn Scetion 2(13) of the Act; an
investment company registered undes g;y ent Comp@mct of 1940 or a business
development company as defined in’ @ecu ém{;&@{éﬁ) of #that Act; a Small Business
{nvestment Compan gj) by the Unm\;ﬂd States b@aﬁ?i Business Administration under
Section 301(c) o @ of the @xﬂ Busmess‘I vestment Act of 1958; a plan established and
muintained by 2 stfi’”«ﬂs po!t l subdms:on Z0f Any agency or instrumentality of a state or
its polmgl % ivisiorn: égg ih'% éeﬁ’édgﬂty%ﬁffits employees, if such plan has total assets in
excesﬁﬁ of $5 ‘ﬁ@ﬂ an “éffiployee benefit plan within the meaning of the Employes
pie ﬁr{nent Income g@prﬂy Ac?f’ 1974, if the investment decision is made by a2 plan
ﬁdmli%%%s defined in’Shction 3(21) of such act, which is either 2 bank, savings and loan
associatio efa?%trancc oq;g;pany, or registered investment adviser, or if the employee benefit
plan has {otal 5¥§¢ls,;§;exccss of $35,000,000 or, if & self-directed plan, with investment

decisions made so y by persons that are accredited investors;

(2

~—

A private business development company as defined in Section 202(a)22) of the Investment
Advisers Act of 1940;

(3) An organization described in Section 501{c)(3) of the Intemal Revenue Code, corporation,
Massachusetts or similax business trust or partnership, not formed for the specific purpose of
acquiring the Notes, with total assets in excess of $5,000,000;
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{(4) Any director, exccutive officor, or general partner of the Company, or any director,
executive officer, or peneral partner of a general partner of the Company;

(5) Any natural person whose individuzl net worth, or joint net worth with that person’s spouse,
at the time of such person’s purchase of the Notes exceeds $1,000,000 (excluding the value

of such person’s primary residence);

(6) Any natural pcrson who had an individual income in excess of §

“Q,OOO in each of the two

. "' ;*’2’%?
current year; B
G, @
(7) Any trust with total assets in excess of §5,00 not fgrmed for the $fgtific purpose of

acquiring the Notes, whose purchase is dim% }h;:ycatcd person escribed in
Rute 506(b}2)ii) of Regulation D; and 7

(8) An entity in which all of the cquity o are accredxt%nﬁ}gors (as defined abave).
/) 3

As used in this Memorandum, the 14 ‘fxf‘ei‘@b}ﬂf’ means ):i:le excess of total assets over
total liabilitics. In dctcrm1 gcomc ani cs@f shotﬁgv Pio the investor’s adjusted gross

income any umounts nttnimfa o tax cxcmpt income ived, losses claimed as limited

ey

partner in any llmlreﬁxmmersmp"vﬁeducnons cl for depletion, contributions to an IRA,
KEQGH, SEP IRA or ROT

:mony payments, and any amount by which

o,.a%
income ﬁom"fgng- pltar%n has becnf'gi,uced in arriving at adjusted gross income.
£ R o

5 %b \%

L

\ V4

ﬁﬁy
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No: Name of Payee:

Confidential Private Offering Memorandum

DenSco Investment Corperation

S
F,

General Obligations Notes

Minimum Purchase $50,00055

%, R
The General Obligation Notes (the “I\Ic%‘ﬁ%f are" éeneral 0%%%0}15 of DenSco
Investment Corporation, an Arizona corporation /(tﬁja “Comparﬁy’) The Notes, m%‘ether with all
other outstanding notes and all other advances or habﬂﬂsggs owa i)y the Compansg to any holder
of an outstanding note will be secured by a general pIeclgg of all assets owned by or later

acquired by the Company. The Compan -"@g;gest assets wil ﬁh th%,/Trust Deeds, as defined

sinking fund for the Notes %T:he @ﬁgﬁl{p;mgr enera]l ?nay {ransfer, sell or substitute collateral for

-.::f"( ,.,.-‘:,-
- _I:;;h any may‘-iﬁgdfy the 1i#érést rate to be paid on subsequently issued Notes.
- "i{ 'h\.

e g‘o E} faith eﬁ;‘gﬁs to prepay Notes upon receipt of written request, but the

2 lfnot be obhgaied to do_ %o The Notes may be redeemed by the Company prior to
maturity upgi i gmce ata pnc&%qual to the principal amount of the Notes plus accrued interest to
the date of redem}aj,mg See*‘“Descnpﬁon of Securities — Note Terms.” Default may occur with
respect to one Note a:;e&.ifgt another. The Notes may be purchased directly from the Company

without commission. F“r:fhe Company intends to offer the Notes on a continuous basis until the

earlier of (a) the sale of the maximum offering, or (b) two years from the date of this -

memorandum; provided, however, the Company reserves the right to amend, modify and/or
terminate this offering if the Company changes its operations or method of offering in any

material respect. See “Description of Securities” and “Plan of Distribution.”
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O THE NOTES ARE SPECULATIVE AND INVESTMENT IN THE NOTES
" INVOLVES A HIGH DEGREE OF RISK. SEE “RISK FACTORS.”

THE NOTES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), OR APPLICABLE
STATE SECURITIES LAWS, NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE REGULATORY A 1 %II'Y REVIEWED
APPROVED OR DISAPPROVED THE ACCURACY
CONFIDENTIAL PRIVATE OFFERING MEMO

£

. APP
O . ‘PTABLL FO THE COMPANY AND ITS

O
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Offering Underwriting Proceeds to the O

Price (1) Commissions (2) Company (3)
Note $50,000 -0- $50,000
Total Minimum Offering $5060,000 ~{- $475,000

Offering Maximum $50,000,000 £49,975,000

acceptance by the Company

(2) The Company’s President, Denny J. Chittick, A
on behalf of the Company. Mr. Chittick Zho
connection with the placement of ﬂne Notes. The % y reserves the right to pay costs

and commission to a licensed br %%d@aler with an ‘éﬁ%&d custodian to facilitate

o ROTH IRA and KEOGH

procedures by investors using quahﬁea;g,gun @A SEP
i

Plans), up to one percent (1%) of the pnn&%;pal

(3) Offering expenses £Stma r"{ 4t $25,000, wﬁi be paid ﬁom the Company’s general operating
/? 45'?f-’j:«. ‘” .
funds. & v%, 5, W }/
s &

§co Inves%e,nt Corporation
g‘% . Yictoria Place
Ch dier, Arizona 85226

(t) 602-469-3001
(f) 602-532-7737

O
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THE NOTES ARE OFFERED ONLY TO PERSONS WHO ARE: (1)
“ACCREDITED INVESTORS” WITHIN THE MEANING OF RULE 501(s) OF
REGULATION D PROMULGATED UNDER THE ACT AND APPLICABLE STATE
SECURITIES LAW; (2) ABLE TO BEAR THE ECONOMIC RISK OF AN
INVESTMENT IN THE NOTES, INCLUDING A LOSS OF THE ENTIRE
INVESTMENT; AND (3) SUFFICIENTLY KNOWLEDGEABLE AND EXPERIENCED
IN FINANCIAL AND BUSINESS MATTERS TO BE ABLEFT0, EVALUATE THE
MERITS AND RISKS OF AN INVESTMENT IN THE NG1ES EITHER ALONE OR

Y,
WITH A PURCHASER REPRESENTATIVE. SEE “I '-z’ f., (TABILITY.” THE

L,

; JHAS f.,EPSTABLIS

SATISFACTION OF DENNY J. CHITTICK, 1% e STOR MEETS ALL OF
THE FOREGOING CRITERIA. EACH INVEST é{}UST ACQUIRE THE NOTES
Y

FOR HIS, HER OR ITS OWN ACEp) UNT, YOR INVASEMENT PURPOSES ONLY,
AND WITHOUT ANY INTENTION GF BISERIBUTING ‘GR7RESELLING ANY OF
TEL: NOTES, EITHER IN WEOLE OR P s
/,f,.’-“_.-;;‘ , .-
THIS CO I”{ PINTIAL PRIVATE MEMORANDUM DOES NOT
CONSTITUTE AN w R OR SOLICITATI % FO ANYONE IN ANY JURISDICTION
IN WHICH SUCH AN'4} f,"“" b BzS0L) GITATION IS NOT AUTHORIZED. IN

ABENTIAL PRIVATE OFFERING MEMORANDUM
AN OfiER ORTY 50 THE PERSON WHOSE IDENTITY APPEARS

““}ACE PROVIDED ON THE COVER PAGE HEREOF. THE
$ AS DESCRIBED HEREIN IS NOT ASSIGNABLE.

OM?LIANCE WITH CIRCULAR 230 GOVERNING

A CTICE BEFORE THE INTERNAL REVENUE SERVICE,

POTENTIAL INVESTORS ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION
OF FEDERAL TAX ISSUES IN THIS MEMORANDUM IS NOT INTENDED OR
WRITTEN TO BE USED, AND IT CANNOT BE USED BY A POTENTIAL INVESTOR,
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON A
POTENTIAL INVESTOR UNDER THE INTERNAL REVENUE CODE; (B) SUCH

PXO1DOCS\739858.1\C06858410352992PX0I DOCS 730858 NCO68 58410352992 iv
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DISCUSSION IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF
THE NOTES OFFERED HEREBY; AND (C) POTENTIAL INVESTORS SHOULD
SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN
INDEPENDENT TAX ADVISOR.

CERTAIN “REPORTABLE TRANSACTIONS” REQUIRE  THAT
PARTICIPANTS AND CERTAIN OTHER PERSONS #EJLE DISCLOSURE
STATEMENTS WITH THE IRS, AND IMPOSE SIGNIFIC ﬁ; r " PENALTIES FOR THE
, REPRESENTATIVE,
OR OTHER AGENT OF THE INVESTOR) MA OSE%f ANY AND ALL
PERSONS, WITHOUT LIMITATION OF ANY, #4ND, THE TAX TREATMENT AND
TAX STRUCTURE OF AN INVESTMENT NI NOT%%MD ALL MA5

ANY KIND (INCLUDING OPINIONS OR OT -E'ﬁ‘ AX ANALYSES THAT ARE

b i
THE OBLIGA PRE%NTATIO%F THE PARTIES TO THIS
BE FORTH ONLY IN THE DOCUMENTS DESCRIBED

HEREIN. NO PERSON##AS BEEN. A DTO GIVE ANY INFORMATION OR
TO 1 1 ONCERNING THE COMPANY OTHER
THAN f’ﬂs .. THIS CONFIDENTIAL PRIVATE OFFERING

SUBSEQUENT TO DATE HEREOY.

THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM HAS BEEN
PREPARED SOLELY FOR THE BENEFIT OF CERTAIN INVESTORS TO WHOM IT
HAS BEEN DIRECTED. A PROSPECTIVE INVESTOR, BY ACCEPTING DELIVERY
OF THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM, AGREES TO

PXO1DOCS\739858. 1IN\C068584\0352992PX 01 DOCS\739858. 1\CD68 58410352052 v

O

DIC0003353



RETURN THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM AND ALL
ENCLOSED DOCUMENTS TO THE COMPANY IF THE HOLDER DOES NOT
UNDERTAKE TO PURCHASE ANY OF THE NOTES OFFERED HEREBY.

PRIOR TO THE SALE OF ANY NOTES OFFERED HEREBY, THE COMPANY
WILL MAKE AVAILABLE TO EACH INVESTOR THE OPPORTUNITY TO ASK

ADDITIONAL INFORMATION NECESSARY TO VERIFY
INFORMATION CONTAINED HEREIN, TO THE EX '

A,
ANY REPRODUCTION OR DISTRIBUTIUS, OF THE CONFIDENTIAL
PRIVATE OFFERING MEMO!

REFEREN
= "‘% ; :

UNREASONABLE EFFORT OR EXPENSE. /%

SUITABILITY QUESHIONN:
INFORMATION, CONCERSENG/1H S AND OBLIGATIONS OF INVESTORS
wHO PERCHASE e NG *’E;;,,,} OFFERE}) HEREBY., CERTAIN PROVISIONS OF
AGRH? m NTS /'i” ARE SUMMARIZED IN THIS CONFIDENTIAL
PRIVA m RING M UM, AND THE SUMMARY IS QUALIFIED IN
ITS ENTIR{% BY THEF DETAILED INFORMATION OR AGREEMENT OR

DOCUMENT A ',:9@? G ELSEWIERE. IN CASE OF A CONFLICT BETWEEN
THIS CONFIDE PRIVATE OFFERING MEMORANDUM AND SUCH
AGREEMENTS OR DOCUMENTS, THE AGREEMENT OR DOCUMENT, AS THE
CASE MAY BE, SHALL GOVERN. REFERENCE IS MADE HEREBY TO THE
COMPLETE TEXT OF ALL DOCUMENTS RELATING TO THIS PLACEMENT
THAT ARE DESCRIBED HEREIN. A COPY OF ALL DOCUMENTS AND
AGREEMENTS SO DESCRIBED BUT NOT INCLUDED HEREIN WILL BE MADE

PX01DOCS\739858. 1\C068584103 5299230 1 DOCS\T39858.11C06858410352092 Vi
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AVAILABLE TO A PROSPECTIVE INVESTOR AND ITS COUNSEL, ACCOUNTANT
AND ADVISER(S) UPON REQUEST.

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR ANY PRIOR OR
SUBSEQUENT COMMUNICATIONS FROM THE COMPANY OR MR. CHITTICK
OR THEIR AFFILIATES AS LEGAL OR TAX ADVICE. EACI; MSTOR SHOULD
CONSULT HIS, HER OR ITS OWN COUNSEL, AC ! ANT AND OTHER
ADVISERS AS TO TAX MATTERS AND RELATED, .-’;';’él i
INVESTMENT IN THE COMPANY’S NOTES.

NOTWITHSTANDING ANYTHING A]NE@ IN THIS
OFFERING MEMORANDUM TO THE CON’F@&} ’KCEPT AS ONABLY
NECESSARY TO COMFPLY WITH APPLICABLE IES LAWS, INVESTORS
N ATIVE OR% R AGENT OF THE
ADE) AND A%%ERSONS WITHOUT

’.:.-f‘ .

(ANCLUDING OP
THE INVESTORS RE
FOR THI

THE 87 FEDERA
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MEMORANDUM SUMMARY

The following summary should be read in conjunction with, and is qualified in its enfirety
by the more detailed information appearing elsewhere in this Confidential Private Offering

Memorandum.

The Company

f.‘?
DenSco Investment Corporation, an Arizona corporafj 34 (th?%%gmpany’) is an Arizona
corporation, which has been in operation since April, 20 /Q,L o, the tef?f of operation from
:;p‘ )

April, 2001 through , 2011, the Company ha "'- i 10 ; actlons The
A

AEd manly‘ an the business gj( g high-
interest loans with defined loan-to-value ratios to resi onial ropéi’ty remodelers (“ForecloShre

Specialists™) who purchase houses throg% pre-foreclosure

which are secured by real estate d %} (“Trust Dég%% rded against Arizona
5, i, ﬁ%}m

residential properties, but the Company will%iot I(@iﬁﬁ orts to fHis niche. In commection with
R

ﬂ@é}ess and foreclosure sales, all of

its business, the 7 il seek to mamigingd di T buTlders, loan size, back-office

{;,t}es strip cofijmercial centers, high-end specialty and custom
e /)

residential properti€s ‘éﬁg'x ons <on locations. % “ibe Company does not intend to exceed a
maximum loan Size of $1, 6@9 ﬁ%@?ﬁ@gﬁg y intends to maintain a loan-to-value ratio

below 70 ;{fgf ﬁ‘?%ﬁé} {?aggregﬁ'sfor all loans in the loan portfolio.

Yy A -ff/

o
Thef«f_‘pmpany s oft;' v"'s currﬁs Iocated at 6132 W. Victoria Place, Chandler, Arizona
85226. Iis cuﬂ telephone g,gmber is 602-469-3001.
\Qg”%’ 4 The Offeri
2/ e Offermg

#

Securities: The Company is offering the first $500,000 in principal amount of Notes
on an “all-or-none, -best efforts basis” and on a “best efforts™ basis with
respect to the remaining $49.5 million in principal amount of Notes. In
addition to the Company’s President’s (Denny Chittick) initial capital
contribution to the Company, Mr. Chitlick maintaing a $1 million

PX01DOCS\739858. 1\C06858410352992
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O investment in the Company at all times. This investment takes the form of
Notes, Therefore, depending on the maturity of the Notes currently held
by Mr. Chittick, the minimum offering may be met with his investment
only. The interest rates of the Notes will vary and will depend on the
denomination of the Note and the term selected by the investor, The
Notes are offered in denominations ranging from $50,0600 to
$1,000,000.00, increasing in additional mcrg;,ﬁ‘enf&:.@mth a mipimum of

monthly, inferest will comp 0 monthly The Notes : ferable
Xf"‘:r

without obtaining the prior ﬁ%f the Companyf‘ihe Notes are

general obligations of the Compaf-ﬁ?f d are not directly secured by any

specific asset of tﬁ\%%mpany At an¥i icular point in time, the assets

,v.-
éh@ primarily of;‘%g Deeds in an aggregate

‘{ AHe amount of the outstanding
tription of Securities.”

of the Company

-
Restricted Nature of
Secarities: gz, The NGY o : & §JE74d and are restricted securities. This is a private
ded to be exempt from the registration requirements under
ff) %ﬁble state securities laws, and may only be made

w by & principal of the Company to a qualified investor who
o hold the investment to maturity. See “Description of

Risk Factors: An investment in the Notes involves a significant degree of risk. Only
investors who can bear the economic risk of such an investment should

purchase the Notes. See “Risk Factors” and “Investor Suitability.”

O 2

PX01D0OCS\T39858.1NC068584\0352002

DIC00033568



Use of Proceeds:

The proceeds of the offering will be used as working capital primarily for
lending secured by, and the purchase of, Trust Deeds within the guidelines
set by the Company. See “Use of Proceeds” and “Business.”

Plan of Distribution: Notes may be purchased directly from the Company without commission.

The Company intends fo make a continuous offering of the Notes until the
Z,
earlier of two years from the date of this memg#andiam or upon the sale of
the maximum offering of $50 million; ﬁfged, however, the Company
Ger teritiige this offering if the
. . !x : Fin, - .
Company changes its operaﬁox;sﬁé’?@ng%ﬁod of off'é%fgg in any material
respect. See “Description ?%S"fcurities”@gnd “Plan of Dﬁ%%&n.”
- 2
) 4

reserves the right to amend, modi

s

.-".‘“ .
{:"ggﬁ‘:‘?ﬁ» {":.rféﬁ:-.
"-:'é?f i

o ".5%:55""

e 2D,

&g: _‘h o, ”‘*z}é?"zf &
3, o L &

S Y G
%) e 2% f‘é{y
-‘é%g;., » /:}iﬁ‘?‘%‘(“ ?;_‘:f'
o T S
v i G,
& é}?{"" ::‘{ :‘.’} Hf‘:;%?)
S, o :
Sk %
%,
K f/:?”
ke,
%%}
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BUSINESS

The Company was incorporated in Arizona on April 30, 2001 and is engaged primarily in

the business of fund.tfg Foreclosure Specialists, who purchase houses through the preforeclosure
process, and at foreclosure sales and through a sale of REC properties (Real Estate Owned by a

financial institution after a foreclosure) or short sale transactions.

Target Markefs and Potential Future Markets

The Company will target the funding and cha.'sﬁng of T %seds to qualified
purchasers of foreclosed homes and qualified bmﬁj% of Afi::zona commerclg esidential
projects. The primary focus is to lend money to qu i
obligation on highly marketable real properties with

undexl
prop;é%volved

by case{

For lending tofForeclosure Specialists who purchase foreclosed homes prior to or at the
foreclosure sale, the Company will target remodelers, contractors and other entities engaged in
this niche real estate market, but the Company will not limit its efforts to this niche. The
Company intends to have these Trust Deeds have loan-to-value ratios, no greater than 70 percent
but with an objective goal of 50 percent to 60 percent. The Company anficipates that the

minimum loan size will continue to be $25,000, and the maximum loan size will continue to be

PXOTDOCS\739858. INCO685RA0352092 4
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$1,000,000. The values of these homes are determined to be based on the value to which they
will appraise at or sell for on the retail market.

For lending on commercial projects, the Company will target established, reputable
contractors and developers who are developing back-office commercial properties, medical and

other professional offices, strip and pre-sold commercial centers, multi-unit apartment
o

Ciel

complexes, build-outs and high-end specialty projects on Arizona lang
purchase. The Company intends to have these Trust Deeds haves

they, own or have rights to
§ —to—value ratios, no greater
than 65 percent but with an objective goal of 50 percent to @fperc? # e maximum loan size
is intended to be $1,000,000, with subordinated pari¢s aggn from oﬂi@r ,Ienders for larger
projects, which will probably obligate the Comp

4
o act 0%‘ behalf of the participating
lenders. The Company intends to directly (th é%g %ﬂ % g, or employe%%7 r indirectly
(through a real estate consultant) perform due diligt i%;» Verxfy certain information in

connection with funding a Trust Deed. loan-to—value rafﬁfggg determined by calculating the
reasonable market value of the property at ‘éff%%)&the construc Q’ii;gsr"bj ect.
*-%« %j - _,
For residential loax;sg%}g Company w%g/ repu{@{e licensed contractors who have
pre-sold homes to %ﬁn‘ qiizlfied buyers. ’-the Company also plans to finance builders’

models, builders’ sp@;ﬂmmes”g d those pro;{%gi% that are highly marketable and have

substantial bug%d@ ﬁ%@ éﬁ%‘\sﬁgy ‘gmay qualify for conventional bank financing
but they n;;,’a,y use any @gbuse of the faster financing, competitive over all costs, better
SGWI}Q;‘@C[ personal rel gﬁi‘@ hips W . Chittick. The Company will not lend to natural

persons forfisrsonal, family ﬁ:{ouse old purposes.
,.:’:'

The Com;?%%ma glect to participate as an equity partner in some projects should the

“:’
v’?

benefits warrant the 118 From time to time, a default occurs on a loan and the Company needs
to conduct a Trustee’s Sale or accept a Deed In Lieu of Foreclosure on the real property securing
aloan. As such, if the Trustee conducting the Trustee’s Sale does not receive a bid in excess of
the Company’s credit bid (in the amount of the loan, accrued interest and costs) at the Trustee’s
Sale, the Company becomes the owner of the subject real property. The Company intends to sell
such properties as quickly as possible in an effort to minimize resulting costs and losses, and to

maintain a diversified financing operation. However, the Company reserves the right o lease

PX01DOCS\T39858. 1NC068584\03 52592 5
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any property obtained through a Trustee’s Sale or a Deed in Lieu of Foreclosure until the
Company determines that the property can be sold at a sufficient price. The Company may
diversify its financing operations in the future to include other areas of finance. The Company
does not anticipate entering any non-Arizona market without first attempting to contact the
significant Note holders and discussing this market with them.

Cash Flow

the Trust Deeds the Company makes to its borrowers,_ \ferms of L%fes purchased by
the Company’s investors. The Company’s objecti: 1s to havﬁ sufficient ¢ %g in from
Trust Deed payoffs to be able to redeem all Noteﬁ%ey/&g due and

without amy need to sell assets or issue new Notes to repa earher maturing Notes. See “Risk
to Repay Earlier Mafuring

G mod;%‘%%,balancmg the terms of

famm reserves

Factors - Proceeds From Subsequenﬂy 1

& L
Notes.” 'ﬁg"
£
Limited Due Diliger
To the extent T: Trust Deeds will be purchased through a
% 4, Z R
network of: %ﬁ%ﬁ%’ : d title companies that the Company believes are

reﬁ% ferral sources. wr top /}ﬁﬁg a Trust Deed or funding a direct loan, the Company
intends t6%hiye an ofﬁcer %ﬁloy or an authorized representative conduct a due diligence

review by mt’g:% v wmg its er, verifying the documentation and performing limited credit

investigations as Fappropriate by the Company and visiting the subject property in a

timely maoner. For s of foreclosed homes, the properties are inspected after purchase,
before or during rehabilitation and after rehabilitation to insure the property is improved to a
marketable condition. The Company will not make residential loans to natural persons for

personal, family or household purposes.

PX01DOCS\T39858.11CO68584\0352002 6
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Funding and Purchase of Loans
The Company reserves the right to approve or decline the finding of each direct loan or
the purchase of each Trust Deed submitted for purchase.

Collections

The Company services the contracts it purchases and oﬁ%ﬁi{ a customer misses a
payment without making satisfactory arrangement prior to t%@ ;@aie the Company’s policy
will be to contact the customer within three to five days andgyatch yccount closely until the
payment or satisfactory arrangement has been made. e%thscretlo /éé‘i;the Company, the
Company’s normal documents provide that a late ﬁ%ﬁgn percent of' : ,' terest amount
due is to be assessed on a delinquent payment that i %;gured i
Trust Deed is thirty (30) days delinquent, an acceler; _:’Q;"‘/

foreclosure proceedings may begin und¥isthe Deed of Tru?f vided, however, the Company
, the pro Zggﬁed by the loan is under

may elect not to begin foreclosure pr A

contract for sale or is in the process of bem@‘%ﬁ@?ﬁ%@%&é the Company is to recover
the principal of a loan an d; est and or i@&fate fees §$ sed. If the borrower is unable in
a timely manaer to s or re ¢ ¢ce the subjeé%?roperty, the Company may request that the

] leygéff;oreclosure (?eed in Lieu™) to the Company so that the
&&5 ntrcﬂ d&‘»’ﬁ%@” ject property rather then going through the
ninety 99 day pr e associated with a Trustee’s Sale. Upon the Company
gam,};ig’%e trol of the p @ throﬁ’éﬁ‘ # Deed in Lieu or a Trustee’s Sale, the Company will
decide eltﬁ market the

improve the prcfﬁ' 1ty 10 re

e
borrower execute a Decé?

Company wi

ject property at retail, which may require additional monies to
eady condition, or to wholesale the subject property “as is.” The
Company may also% fl o rent the subject property as an investment property. If applicable,
the management of the’ rental properties will be maintained by a professional management

company chosen by the Company.

PX01DOCS\739858.1NC068 58440352992 7
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Regulation

The financing of construction loans and other types of real estate transactions are
regulated by various federal and state government agencies, including the Arizona Department of
Financial Institutions. Arizona Revised Statues §§ 6-901 to 910, §§ 6-941 to 948 and 6-971 to
985, and regulations issued therevnder, have specific mortgage broker and mortgage banker

licensing and operating requirements. The Company’s Manageme- believes that it is not

required to be licensed by the Arizona Department of Financial Ing -,_a ations as a mortgage broker
or a morigage banker nor under certain federal laws, such agg#

that the borrowers it lends to and the projects oo ﬂ:'
requirements imposed by the foregoing agency apdae

" The Company will not receive,, 20 pomts com & ons, bonuses, referral fees, loan

g’gf-‘?’ e
origination fees or other similar fees in :

KA

only receive periodic interest resulting fro:;g bPlicati u @ote rate of interest to the
outstanding principal balagge remaining unpa(% &, 'w 2 By limiting its compensation
in this manner, the Cong ﬁ ement bevw it does'not need a license from the Arizona
Department of Fme’ﬁé&J tut%s as either K%, ge loan broker or mortgage banker;
provided, however, the éo ; he right to work with and to pay a reasonable and
customary E(E ", ) a hce mortgage loan broker or mortgage banker for
service . -'"‘; its lo %ﬂther third-party professionals in connection with due
" B

s laws%id regulations, such as the Truth-in-Lending Act, Real Estate

4¢t'and others contain specific requirements for lenders seeking fo make
loans to certain fypes r?of borrowers, which may or may not be secured by certain types of
residential real property. Most of these statutes and regulations apply to transactions only if the
loans are made to natural persons for personal, family or housechold purposes. The Company
will not lend to natural persons for these purposes.

PXOIDOCS\TI9858. NCO68584\03 52992 8
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If new regulations are issued by the U.S. Federal Housing Administration (the “FHA™) or
if a more strict interpretation of the current FHA regulations is implemented in the future, such
regulations could reduce the demand for the Company’s loans from Foreclosure Specialists
which could impair the Company’s ability to keep all of the proceeds from this offering fully

invested in loans with borrowers.

Other states in the West have instituted additional restrictio éif{t’angemzng loans secured
by private real estate, which are commonly referred to as 13; Ll y mortgage lending laws.”
Although Arizona has not passed a similar statute, such p‘éﬁ i “&%@7’ come into effect in
eia;xg“* The C@Wy s Management
believes that its practices will not need to change,i order to comply m%g%me current

will be the

Arizona either through law or regulation during this

proposals if they should go jnto effect. Howevet, th

P

case.

%fff 2
The Company’s Management beh {% is not requ%‘?ﬁeglster or be licensed as

an investment adviser with the State o «’ &”%g
Commission (“SEC™) pmsgamc%f Investm&p%%dwsers zgé% 1940 (the “Advisers Act™), as

U.8. Securities Exchange

é’.‘ 7

amended. The Advi gﬁ ‘Act an
are engaged in the

e analogous“%nzona law genera.lly requires all persons that
%}g@f proJting mvestmedj, vice for compensation to register with the

SEC or Wwded o At gic %ﬁ%ﬁk&&@e exempt from registration. The Company’s
5 ehe it i “ ngaged in the business of prowdmg investment advice for

yestent advice for compensation, the Company anticipates that it

stgfffon as a “private investment adviser” under rules and regunlations of
the SEC and/or the of Arizona given that the Company has fewer than the threshold
number of clients that would trigger registration with the SEC and/or the State of Arizona.

would exempt ﬁ'ofi’l%%

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank
Act”), the “private investment adviser” exemption was eliminated and replaced by a number of

other specific exemptions. As directed by the Dodd-Frank Act, the SEC is currently preparing
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the final rules (the “Rules™) that will provide guidance as to the applicability of the additional
specific exemptions that replace the “private investment adviser” exemption. The Company
expects that the SEC will issue the Rules during this offering; however, until this occurs, the
Company cannot determine whether it will be required to register as a result of the Dodd-Frank
Act and the Rules promulgated thereunder. Should the Rules require the Company to register as
an investment adviser, the Company intends to take the necessary steps to register as an
investment adviser with the State of Arizona and/or the SEC mt?y/ﬁ%ﬁ;ne frame outlined in
such Rules. S

44

Diversity of Risk

The Company will attemnpt to maintain g¢ds
seeking a large borrowing base, participating in sev: kéts, acquiring “j Deeds for

any lending info residential and comm@%plal projects, cstab%ng loan-to-value guidelines and
" I )

limiting financing to short terms. Currés % Company’ s’%‘% of borrowers exceed
approved and qualified borrowers. It is & / any s planithat the base of botrowers

_f/

eventually will exceed 19 fo specialists. The Company will
maintain loans thro  the“shkenix. metrop@itan area o reduce its risk to fluctuations in
values and condifi 3 itan area. The Company also believes that
it can reduce nsk by p ' % 2 es of financing: Trust Deeds on foreclosed
propertiesy i %, 1end1n from $50,000 tract homes and condominiums to
$1,000 Q custom{%lm> ome%d mmercial investments for flex-office, back-office,
medi - office and{% dition, the Company intends to maintain general loan-to-
value guide af curren% range from 50 percent to 65 percent (but it is intended not to
exceed 70%), to W > rot?_ﬁhe Company’s portfolio of loans. Further, all loans are relatively
short term. 7

Because of these varying degrees of diversification, the relatively short durafion of each
of the loans, and Management’s knowledge of the Phosnix metropolifan area market, the
Company’s Management anticipates that it will not experience a significant amount of losses;
however, there can be no assurance that the Company will not experience such losses. Mr.

Chittick, individually, has made or participated in approximately loans secured by real
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estate over the last fourteen (14) years. As of the date of this Memorandum, Mr. Chittick and the
Company have collectively experienced ___ loan defaults that required initiating a Trustes’s
sale process, with of such loans being settled prior to the Trustee Sale auction. Various
borrowers have conveyed _ _ properties to the Company pursuant to a Deed in Lieu. To the
extent the Company deems necessary, the Company intends fo use the services of outside real
estate lending consultants to assist in evaluating any loan or the security for the loan to reduce
the risk of a loss of principal due to the default of a real estate fm ¥, 2 borrower and the
resulting foreclosure upon the security for the loan, /
“« @
The Company will make available to &g@@spectve @és}gr, prior to the
such investor a:f'ffﬁ}uch investor”s

representative and advisers, the opportunity to ask qu’@g ns eive answers( sdncerning the
-‘F(,
terms and conditions of this offering and to obtain any ;é’ Pnal i

consummation of the offering and sale of a

information that the Company

may possess or may be able to obtam Dt UnTeaso le & or expense, and which may be

necessary to verify the accuracy of the mf6 I ished to 5 c Bspective investor.
g éfm )

% bz «m‘%,.

R
A ‘% s,
Executive Offices g %
//% % %,

v/,— :V.e o

The Company’s o #s located { 6132 W. Victoria Place, Chandler, Arizona

s 7% G
85226. It; g@mnﬁ%%m :%r is 602—4%‘@’3001

4“'«?}

’7 )
k4 %& (‘-.%/j’*}
S Zz
L7 4
T, E‘é}?
s, _35;;:5’
S,
y
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RISK FACTORS

An investment in the Notes offered by the Company involves a significant degree of risk.
The securities offered hereby should not be purchased by anyone who cannot tolerate significant
risk, including the possibility of losing their total investment in the Notes. In analyzing a
possible investnent in the Notes, prospective investors should consider carefilly the following

Operating History

In the Company’s ten year operating histo g %o pany has
completed in excess of _ loan transactions. D _ ‘éﬁgians over
ten years, the evaluation of prior company performam':e segdorth in%Prior Performance is limited
in time. Accordingly, there can be no %‘s ce that the

operate and achieve these resuits on a go

Eg,ny will be able to continue to
Wh%uld limit the Company’s

v‘-

ability to repay the Notes as planned. . 'ﬁ%

othé? § pri ﬁ& investors th =' , hed in the finance business. Competition in the finance

business is baéf%;zon the 1o

costs, document 18ts, repu ':' and availability of funds and the length of time it takes fo
approve a loan. THEZ ‘-"és of funds to many of our competitors is typically Jower than the
Company’s, aIlowing’fﬂlem to compete for borrowers on better terms, such as interest rates,
which is a significant component of loan cost. The competition usually has lower costs on
longer-term loans. The Company’s higher cost of capital and lending rates may result, in patt, in
the Company acquiring Trust Deeds and lending to borrowers who are unable to obtain financing
from these larger competitors. In some cases, these fypes of borrowers have weaker credit

worthiness than other bosrowers, which could expose the Company to a greater risk of
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nonpayment of its loans by borrowers. See “Business-Target Markets and Potential Future
Markets.”

Ability to Generate Sufficient Cash Flow to Sexvice the Oufstanding Notes

The Company’s ability to generate cash in amounts sufficient to pay interest on the Notes
-"'5' % =N

receipt of payments due under the loans that are in the Corc; ?jf
g:;fconomi 8 /ndmons and certain

2
By,

financial, business and other factors that are b%yﬁe Company’s cof@ These factors

financial performance and cash flow depends upon prevz

include, among others, economic and competitiy ééédltlons %{mcularly in 43¢ which the
borrowers operate their businesses, and general econé c {GdiGons that aﬂ'eé”t the financial
strength of developers and real estate mvestors in the area’ﬁ%at the Company intends to make
investments. In recent years the dechn%‘;%j}‘% estate valudéik; bgen the largest challenge
facing the real estate finance industry Thi%gi éiﬁfal ent is some e g new to the industry that
typically sees a slow rising in values of prope@tle__‘ at ] é‘as_f{ﬁxtablhty of prices. The dramatic
and prolonged decrease; ;ﬁ V%j forced th ,Company %o change how it operates, which is
requiring montlﬂymnt’%@ t paynii fhts under 1ts%loans rather then allowing the interest to
compound. The Compan)fzh%g, a;§ ,,gﬁﬁeped th /&tm*lty of loans to borrowers in some cases
and is onl ﬁf ﬁ;%g /%he Ioa%}a a few ’é&ﬁ%wers under strict conditions. Accordingly, an
investy E m the Nofé’s"f?ﬁﬁered 9’;}1} -involves substantial risk and Notes should not be
purc as@ {%anyone who i%ot tole;/ te substantial risk, including the possibility of losing their
. total mvestm%e I\chte,_g{i There can be no assurance that the Company will be able to

continue to operatéind repgﬁf)he Notes as planned.
““é;f;‘:}"
.;5/

Decrease in Value of Collateral for the Loans in Company’s Portfolio

The Company is responsible for collecting payments from loan obligors and for
foreclosing under an applicable Trust Deed in the event of default by an obligor. If the Company
is forced to conduct a Trustee’s Sale to obtain ownership and possession of a property securing a

loan, the value of the property may have decreased between the time that the outstanding loan
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was initially made to the time of repossession pursuant to a Deed in Lieu or a Trustee’s Sale.
Consequently, the Company’s sale of such property may result in a loss as a result of the amount
owed to the Company being in excess of the value received by the Company pursuant to a
subsequent sale of the property. Accordingly, an investment in the Notes offered hereby
involves substantial risk and Notes should not be purchased by anyone who cannot tolerate
substantial risk, including the possibility of losing their total investment in the Notes. There can
be no assurance that the Company will be able to continue to opeggite™ang repay the Notes as
planned. :

adequate revenues from its real estate kgp'

received approximately % effective mt@regt on ji
cash accounts at its bank

"g?é%%,lo‘g;; but minimal interest on its
i

clore, in order ay the prigtipal and interest due on the Notes,

ificant amoﬁ;;;t of its capital to its real estate loan borrowers

; =11 2 timely ma.;%xer As the Company receives the proceeds

from this o 39%@%9 Con;;) };‘5 tgrﬁé%%?ﬁgd its real estate loan base in order to keep its

caaz;%f ed 1o its Fauls state ld’é.nj orrowers as opposed to being in its cash accounts at the
% ]

" "r

: 3t contingé to expand its real estate loan base, it may not generate
enough reve to service i_ Hebt oi)hgahons including the Notes. Accordingly, the Company
will continue w@; upon ?;at borrowers, word of mouth referrals and the referral network of

d consultants that Mr. Chittick has developed. See “Business-Target
uture Matkets.”

Markets and Potenti

Demand for Real Estate Loans

The Company’s suceess depends, in part, upon its ability to continue to develop and
achieve growth in its real estate lending operations and to manage this growth effectively. In
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formulating and implementing its business plan, the Company relied on the judgment of its
officer and consultants, and on their research and collective experience to determine customers,
marketing strategy and procedure. The Company has not planned, conducted or contracted for
any independent market studies concerning the anticipated demand for the Company’s real estate
lending services. Although the Company has reviewed general reports concerning the number of
houses being built, houses for sale, jobs created and people relocating to Metropolitan Phoenix,
the Company has not reviewed any specific analysis concerning th e’%ﬁnﬂ for its niche in real
estate lending. Although Mr. Chittick and the Company have g’l%

borrowers and referral sources of current borrowers and (;1:owv i

assurance that there will continue to be sufficient di/pnﬁ‘ﬁ:,loans by 0 n 5 gd borrowers. To
the extent that there is insufficient demand for 10913{%, Y q ed borrowers,%ﬁf%x uld have an
adverse effect on the anticipated demand for the éomp’gfﬁ s r%{;?&*stgte lending seg’sgces and limit
the Company in its efforts to generate sufficient revenﬁei to make scheduled interest and

principal payments on the Notes needed%%ﬁowth See “Buﬁ;n@s -Target Markets and Potential

o
Future Markets.” ‘%ﬁf% e "2:@,,
"':_f%_ < _.-.:‘5‘5:? 2, \%;/
A, /ﬁ/v
Management of Rap} “*‘Growth -;»'" %
f’ 'v

L

The Company 5 si:l E‘EES d% 7 %s toa Iargeﬁéftent, on its ability to achieve growth in the
Io tions iloslﬁé’s“ & aié/ diligence and servicing of these loans and the
ability }6” Izlanage % agwth%ﬁ';pﬁv&;ly. This growth will challenge the Company’s
manﬁ?ge/ t, resources andu%ystem;%s“ part of its business strategy, the Company intends to

growth thJ@lgh 1ts business contacts, marketing capabilities and marketing

pursue confs
alliances. As mpany ﬁnﬁnues to grow, the Company will need to expand its resources
and systems to maﬂg'ée&f%re growth, but there can be no assurance that the Company will
continue to be able to gf/ ow in the fafure or to even manage this growth effectively. Failure to do
so could materially and adversely affect the Company’s business and financial performance. See

“Business,” and “Management.”
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No Sinking Fund Provision; No Separate Loan Loss Reserve; Lack of Governmental
Insurance

The Notes represent general obligations of the Company and will not be subject to
redemption through a sinking fund. Although the Company does not currently maintain a loan
loss reserve fund, the Company’s Management fries to maintain an allowance for losses as part
of the Company’s general assets at a level that Management believes j ,«% adequate to absorb any
anticipated losses. At this time, the Company reserves the right ¢ {Jﬁm%ﬂ such reserve in the
Company’s discretion, but the Company has no plans to currentl§ _ement a separate loan loss
reserve fund. As a result, the risk of loss on the Notes 1 ﬁ g%f;r : nld be the case if the
Notes were backed by a sinking fund or if the Compa@ﬁf ‘fﬁﬁded and m’?ﬁ‘%j separate loan
loss reserve fund. Repayment of the Notes by By A ? j;agy property
owned by the Company or any third party. There wﬁf%,@ no l'aglon on the alffount of future
indebtedness that the Company may issue, create or %}m@ and the Company will not be
prohibited from permitting liens to be p' °

I ;',,; n or creating s%‘%f;ns on its property for any
% T - N

mpany, is not secun

7 ;?gayments additional indebtedness.

Furthermore, neither the Federal Deposit In'fs 5 B%gﬁ nor any other state or federal
i iption of ties.”

Terms of%ggt_ ;;;%,

rata or any other basi Notes redeemed prior fo maturity would prevent Noteholders of the
Notes called for redemption from receiving the anticipated return on such Notes, See

“Description of Securities.”

Proceeds From Subsequently Issned Notes May Be Used to Repay Earlier Maturing Notes
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The Company may be dependent upon the proceeds of subsequently issued Notes to
repay earlier maturing Notes. If sufficient proceeds from such subsequently issued Notes are not
raised, the Company would rely on its cash reserves, its operating capital and proceeds from the
sale of Trust Deeds to repay the earlier maturing Notes. Such funds may be insufficient to repay
the earlier maturing Notes, in which event the Company may be unable to repay such Notes or
the subsequently issued Notes. The ability of a Noteholder to obtain payment of principal and
interest on a Note in these circumstances counld be limited to the exg§ Yainlikely event that the
“Use of Proceeds” and

Noteholder gains control over and sell assets of the Compan}\"”

“Description of Securities.” '«%ﬁ' K
it
Variable Rates and Maturities of Notes "’E?E"

early redemption. However, Notes issuetZ3f o%uent to those' ,ased by an investor may be
issued at higher or lower interest rates and%

conditions and other factors. }yotes outstandm g‘ggﬁ;@{é will not be modified to reflect
the terms and condltlong éf” s g,s:?;;bse:quez:vﬂyﬁ; Note§ Therefore, any particular investor
risks investing in theﬁéf;s on tenp’ﬁ less favorabié-,th}gn may be available at later dates to future
investors. Sej\:‘ggfnptloﬁ%,:f,s} i 1»@:. Q}g’?&fﬁf

SN,
" :#;.,:‘l\ e ‘.;,‘ B, (
‘

o
y: ‘magement arﬁf gces

(%) ger m es, depending upon market

r the  inferest rate on each Note will be determined and agreed
i, RN 2
upofl/ ort M,‘c}late of 1ssuanﬁ’é‘é§m mgmii‘cant part, by the demand for funds and the competitive

enwronmenf ‘%;e foreseeab_  future by the Company. Since the interest rate the Company may
charge for its lo ;to its ggﬁ,omers is limited by competitive and other factors, the Company
may not be able to mé;}%s%he interest rates charged on its loans to compensate for increases in
its funding rate to inv&stors. Similarly, the Company may not be able to decrease the funding
rate to its investors to compensate for decreases in the interest rates charged on its loans to its
customers. Also, market forces could eliminate the intercst rate difference between the interest
rate paid to Investors and the interest rate charged to the Company’s customers. See

“Description of Securities.”
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Value of Company’s Assets

The Notes, together with all other outstanding Notes and all other advances or liabilities
owed by the Company to any holder of an outstanding Note, will be unsecured as to any and all
assets owned by or later acquired by the Company (the “Company’s Assets™). There can be no

assurance that the proceeds of any sale of the Company’s Assets p i *_- to and following an

i

Event of Default (as defined in “Description of Sect.mtzes”) :_ be suﬂiclent to repay the
Py
Notes. In addition, investors in the Notes will have no abili G

See “Use of Proceeds,” “Business” and “Description of S

y 5
Collections and Foreclosures g%’,%z %’%

The Company is responsible (@?ﬁaﬂectmg paym . from loan obligors and for
foreclosing under the applicable Trust ’ #%the event of ,guf? by an obligor. If the

Company must complete a pIOJth repossmi%é(by i %ﬁy‘l may have to inject additional
hiiTeto fully recovén Further, tH¥completion time may be in excess

%n the cash flgw of the Company, depending upon the project
e .

is su ‘?'act to strict st#i% law requirements in the collection and
; “Although the Company will make every effort

No Assurance of Cen‘\‘f" tional Financing for the Company’s Operations

In addition to Note proceeds, the Company may establish lines of credit or obtain various
forms of financing from a financial institution or any other person or entity. The Company’s
Management believes that during the past few years, conventional financing for speculative
business enterprises, such as the Company’s lending operations, has become more difficult to
obtain. If regular, continued sale of the Notes is not successful, and the Company is not able to
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obtain sufficient financing from other sources, the Company may be forced to sell Trust Deeds
and/or loans in its portfolio to pay maturing Notes as they come due. Mr. Chittick has provided
liquidity to the Company through an equity line of credit in the past and he intends to do so in the
future, When Mr. Chittick advances funds to the Company from this equity line of credit, Mr.
Chittick draws an interest rate of % per annum from the Company. Funds advanced in this
manner are generally only short term (3-5 days). If the Company were to require additional

conventional ﬁnancing, the lender will proba‘oly secure its loan Mr. Chittick to the

proceeds from the sale of the loans or Trust p’ to repay any addltl&%r pancing, if
applicable, and to repay all of the outstanding Note'@é ff'%ee “U;fﬁ”’«?f Proceeds,” %smess” and

15 ” ‘}ﬂ%‘?
Description of Securities. i,
i "
A e ’*»—’;5?:-;2:- o g
J‘%,; fé‘ _/./ ‘:}

Regulation "?' Vo

Because it will n?;&ﬁ&%ans for persé;; fam:ly’%fg usehold purposes, the Company
believes it has strucfy . Lits oper?ff@m to be ex%ﬁpt from various federal and state regulations,

*{-”\.'.'g
ons %’@%}ng lendmg d financial institutions. If it is determined

ons so that it is exempt from regulation, the

and partmularly from reg

,-a-,

g%g Jject%éf‘" cnswe regulation, including the Truth in Lending Act, the
Hons pship and Eqm@rotecn ct of 1994, the Equal Credit Opportunity Act, the Fair
Credit Rep%f%;ag Act, the «}"?J Estate Settlement Procedures Act and the Home Mortgage
Disclosure Act, ;;{ell as{j?lous state laws and regulations. Failure to comply with any of
these requitements, 6}; i similar state law requirement, may result in, among other results,
demands for mdem%i:aﬂon or repurchase, rescission rights, lawsuits, administrative
enforcement actions and civil and criminal liability. In addition, there can be no assurance that
existing regulations will not be revised to govern the activities of the Company as currently
structured. Compliance with existing or future regulation could be costly and could materially
and adversely affect the operations of the Company. See “Business — Regulation,” including the
predatory mortgage lending discussion contained therein.
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FHA Regulations

If new regulations are issued by the Federal Housing Administration or if a more strict
interpretation of any of its regulations is implemented in the future, such regulations could
treduce the demand for the Company’s loans from prospective borrowers, which could impair the
Company’s ability'to keep all of the proceeds from this offering fully ifivested. See “Business —

Regulation.” g
o :::‘f

No Assurance of Successful Placement of the No . 2% .
%, k 4
ﬁ%uallﬁed mvesérs who intend

o underwriter, and there is no

.’.' ,.-

Absence of Public Mark:

% ﬂ'&; m%%»ﬂltygf Notes
ﬁéﬁfﬁ@ '.-'i.:
S0 wgl%d may not E%?{Iered

transaction’ % bject to, th%ﬁgmt tion reqwrements of the Act and applicable state securities

Company, which cons may be withheld in the Company’s sole discretion. Accordingly, there
is no public or private trading market for the Notes, and it is highly unlikely that a trading market
will develop. The Company has no obligation to make any effort to cause a trading market to
develop and does not intend to take any actions to cause a frading market to develop.

Accordingly, and because the restricted nature of the security prohibits the purchase of the Notes
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=
"

fot any purpose other than holding to maturity, an investor in the Notes must anticipate holding
the Notes to maturity. See “Deseription of Securities.”

Impact of Change in Economic Conditions

An unforeseen change of general economic conditions, and

the southwestern United States, may adversely impact the Comp 2
generate sufficient operating income to satisfy its debt obl 6@fﬁgcludmg its obligations
under the Notes as they become due. The Company maml;q.msipe nghi‘%%}}ust the interest paid
in subsequently offered Notes and on the Notes offergfl hereby with 30 day‘g" itten notice. In
the past, Arizona’s real estate market has been q}ff@ffgaﬂd hal, Xxperienced se tictuations.
Investors should anticipate that these real estate mark%} i é;)énence cychcaﬁluctuaﬁons in
the future. The Company would adjusf, }lpts operaﬁons in” %
g | be able to 01%%@5 planned dusing periods of
such fluctuation or adjust its operations to@vi)ﬁgf%?'_ act of s,gcfl changed conditions. See

“Business-Target Markets and Potential Fu

onse to changing conditions, but

T
there can be no assurance that the Comps

B "f":.;.kg 7
A5 G “,
O T
. . S
Dependence on Key Perstinel J;ggg o,
o .“" f iw’»’.?

é@’}(}émpmfﬁ@ﬂ%en ‘:éﬁﬁm the continued services of Mr. Chittick. The Company’s
abilyf /gcontmue its le% opera%?would be significantly and adversely affected by the
loss of Qluttlck if a @hﬁed replacement could not be found without undue delay.
Although Mr. é%ﬁlck occa.‘s_,ﬁnally uses the services of outside consultants who bave assisted

"-‘ %nces, it is unlikely that an outside consultant would be able to

disabled or unavailable for a long period of time, Mr. Chittick has developed a contingency plan
for a consultant to wind down the Company’s business, but there can be no assurance that such
plan will be successful. See “Management-Contingency Plan in the Event of the Death or
Disability of Mr. Chittick.”
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Management’s Ountside Interests and Conflicts of Interest

Mr. Chittick may maintain some activity in personal investments outside of the Company
and he may manage similar types of outside portfolios as those maintained by the Company.
Some of the Company’s outside consultants who occasionally assist Mr. Chittick also make
investments in loans sechred by deeds of trust. In addition, Mr. Chittick invests in similar
instruments on his own behalf. Since the Company plans to invest i nAortfolios similar to those
of some of its consultants and Mr. Chittick, and because of p.ast/h%and limited present)
consulting relationships between and among Mr. Chittick g4 56 nsultants, conflicts of
interest exist and will continue to exist between the Co, Y and thé éf{mlde interests of Mr.

:%‘z‘

s,
) 4
7

i
08y ot m’tend to'{%%%r, under the Investment
7
A e definition of an investment

®]
E.
&
=
2
e
5
|
:
7
&
;|
:
A5

2
'u:s
o

No Protections From Investment Com%ny Act Registra :ff

a resuliZthe operation and conduct of the

. e
pjgtment compy i

Investment (;;:;;E ¥ Act o , %% Y would be required to comply with significant,
T

moud
CANO
o

If the Company.was subject fo the

ation

¢ an adverse impact on its operauons This could occur if a

No Protections From Investment Advisers Act of 1940 or Analogous Arizona Law

The Company is not registered or licensed, and does not intend to register or become
licensed as an investment adviser with the State of Arizona or with the SEC pursnant to the
Investment Advisers Act of 1940 because the Company’s Management believes that the
Company is not engaged in the business of providing investment advice for compensation.
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Accordingly, the operation and conduct of the Company’s business will be subject to less federal
and state regulation and supervision than a registered investment adviser. If the Company was
subject to the Investment Advisers Act of 1940 or the analogous Arizona law, the Company
would be required to comply with significant, ongoing regulation which could cause the
Company to incur additional costs, adversely impacting its operations. This could occur if the
Company were deemed to be engaged in the business of provi&ﬁg investment advice for
compensation and the Company cannot avail itself of the privat?fe%%’iem adviser exemption
under Arizona law or the forthcoming exemptions under the R.'l‘lf._{ ﬁé ¢ promulgated by the SEC
pursuant to the Dodd-Frank Act. The Company intends to{_taié;ﬁi;ll re%i} i

classification. See “Business.” £, HE
ﬁﬁ@ - i
.-5” {‘C . “ % o

{%’;%-* T &
Conirol by and Benefits fo Insiders K f;ﬁ
Noteholders will not be able to it i 7 g, the manage Y eﬁiﬁ-,,f the Company because Mr.
e, %

bW g - ‘5-?:'/ '

Chittick owns all of the ouistanding sh%res 7y énmon stgﬁ{ of the Company. Sece
e

“Management” and “Principal Shareholder.” % i fﬁ‘% Z

&
s it
-::&%:;z{,

‘F{:é;‘g%}@ _:%?.I_

,ﬁ )

3 %ﬁW
=
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Difficnlties and Costs of Continnous Offering

Until the maximum offering proceeds are attained or the Company terminates this
offering, the Company expects to offer the Notes for placement on a continuing basis for two
years from the date of this Memorandum unless the Company changes its operations or method
of offering in any material respect prior to the expiration of the two year offering period. See

“Plan of Distribution.” In order to continue offering the Notes durm is period, the Company
G "'e’/,

will need to update this Memorandum from time to time J- the information in the

1, A failure to update this

claim under Section
10b-5 of the Securities Act for employmg a mamp ive or deceptive -’. age in the sale of

ana gg’ﬂ;ent of the Con%é;_ to claims

i et to have the b of the Notes
/

hereunder rescinded which would have %erlom adverse effe, the Company’s operations.

D ‘%’%’f

Es
Y o, P
Certain Charter Provnsmns % f’ ,}"
?‘ % !%-r /

Arizopa law m des that7A¥jzona corpordtjons may include provisions in their articles of

Memorandum as required could result in the Company a:%@113_;60

incorporation or bylaws % ectors and ofﬁeéfs of monetary liability for breach of their
fiduciary du A@a’%”?f; “tor or réﬁ? i@s%?@ggjyfgxcept for the liability of a director or officer
resultm om. (i) anyf act:o m which the director derives an improper personal benefit;
{11) aé missions mvo[:ﬁhg inten “Ef@ﬁﬁl misconduct or the absence of good faith; (iii) acts or
omissions éﬁ%’%ﬁﬂug reckless & egard' for the director’s or officer’s duty; or (iv) the making of an

illegal dlstnbuﬂ shareho ers or an illegal loan or guaranty.
Uy
The Company’ ﬁﬁéucles of Incorporation provide that the Company’s directors are not
liable to the Company or its shareholders for monetary damages for the breach of their fiduciary
duties to the fullest extent permitted by Arizona law. The Company’s Bylaws provide that the
Company may indemnify its directors and officers as to those liabilities and on terms and
conditions permitted by Arizona law including the payment of expenses incurred by a director or
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officer in advance of final disposition of the proceeding following the furnishing of certain

written representations.

Notes Are Unsecured General Obligations

The Notes arc unsecured obligations of the Company, and N,Qf}aé}olders will be general
unsecured creditors of the Company. The Notes do not limit "é'mpgﬁy’s ability to obtain
additional capital from other sources and do not limit the Comgpan ‘%bﬂlty to grant such other
financing sources liens or other security interests in the %@glpéfﬂj s ass siand other property. If

.-\«r"- -

a bankruptoy proceeding is commenced by or Wﬁ% Company, credt é"@*@f the Company
Vi

who were granted a security interest in the Co s prope;}y will be enhti@g%@{repayment

prior to any general unsecured creditors of the Cotfﬁdgny cliding the Noié'holders The
Company may also incur additional gnsecured obhgatfm%&wmch could reduce the funds
available for repayment of the Notes in gf’ tcy or otheriﬁﬁ%dahpn scenario. Title 11 of

the United States Code (the Bankruptcy e”)'( s ég/s;eclﬁes tgaf certain other creditors be
entitled to repayment prior fo general unsec uipd

S,

Noteholders will receiv, o y’/g ts in respe%of the Notes if the indebtedness of any secured

.:"}
creditors of the Co paﬁgfz@zceedsﬁe value of suc ggured creditors’ collateral.
C‘ }'."

£ i
»z’f_f v

‘gg?-‘-vz, “,.).";:5." e %{fgf ﬁi“?" '

ﬂ ’e}’f'f‘
Chang in Investme%% Pyhces Without Noteholder Approval
P,

gfe can be no assurance that the

Thé‘t%ﬁ or business &’ééksmns'and policies of the Company, including its investment and
lending pohcle@i(} other poli icies with respect to growth, operations, debt and distributions, will
be determined by{{ﬁ o ﬁany s Management., The Company’s Management will be able to
amend or revise theseﬁ%ther policies, or approve transactions that deviate from these policies,
from time to time without a vote of the Noteholders. Accordingly, the Noteholders will have no
control over changes in strategies and policies of the Company, and such changes may not serve
the interests of all the Noteholders and could materially and adversely affect the Company’s

financial condition or results of operations.
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Issuance of Additional Debt and Equity Secarities

‘The Company will have authority to offer additional debt and equity securities for cash,
in exchange for property, services or otherwise. The Noteholders will have no preemptive right
to acquire any such securities. Further, the Company is not subject to any agreement that limits
or restricts the amount or the terms of additional debt that the Comp
@ecunty interests in or other

To the extent that the Company incurs debt and grants its credi
liens upon the Company’s assets or other collateral, those otb,%;r

%ﬁ would enjoy priority in
right of payment compared to the Noteholders, up to the % %e r@ahzabl such collateral.

Concentration of Loaus in Arizena

The Company’s portfolio of 183
Company’s operations and financial conch %

market in which such concentration exis "J’-" c1ﬁ y, its respective real estate
market. A declineina n&g@g which the Cﬁt‘:}%pany has ncenh‘ahon may adversely affect

ecurm f\j Company’?doans, such that the principal balance of such
loans may equal or exé _.’35,5- val;l%of the underly & properties, making the Company’s ability
to recover lo 559 ,,s’f_; e eve ’ bgé% gé"fault unlikely. In addition, uninsured disasters
such as ods, terroti md ac@,%wa; may adversely impact the borrowers’ ability to repay

loanﬁ.&%,h could have ﬁ/%gtenal ag¥erse effect on the Company’s results of operations and

financial cﬁfﬂ%
@,

Possible Inadequacy ¢FAllowances for Loan Losses

the values of propert;

The Company’s allowance for losses related to the loans is maintained at a level
considered adequate by Management to absorb anticipated losses, based upon historical
experience and upon Management’s assessment of the collectibility of loans in the Company’s
portfolio from time to time. The amount of future losses is susceptible to changes in economic,
operating and other conditions, including changes in interest rates that may be beyond the
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Company’s control and such losses may exceed current estimates. Although Management
believes that the Company’s allowance for losses related to the loans is adequate to absorb any
losses on existing loans that may become uncollectible, there can be no assurance that the

allowance will prove sufficient to cover actual losses related to the loans in the future.

Broad Management Discretion as to Use of Proceeds

ith this offering will be
used for working capital and general corporate pmpg%gs, eg\ncludmé@:e funding of loans.

The net proceeds to be received by the Company in

Gt

Accordingly, Management will have broad dlscretlogewth respect to the*é)ﬁi;pendlture of such
proceeds. Purchasers of the Notes will be enu'us};mgfxﬂielr ftm&s; to the Compans é
inf fz‘i%ﬁ’taon concermﬁg the specific

upon whose judgment they must depend, with hm‘fv

working capital requirements and genegal corporate pu:posl gp which the funds will ultimatety
G
be applied. See “Use of Proceeds.” {"'33"'" G,

4
%3‘ 5"’/!@'{"‘:&}: Ry
’#r‘-\{@_‘v Q' ,‘ \- 3
Company Is Exposed t@%dng a Lexi;%
& ﬁ}
The current ecoifmi};;\c do

and adversel/y,;gf‘% the vah%;g >

T “\-s?-' e
turn thy ‘d%es rrnm estate loans may require substantial negotiations by the
Comy fmth the bon' 2 : in ore‘fgf}"“ or the Company to ultimately obtain the underlying

property usegi%&s&collateral f@% the Iban The Company may incur additional expenses to the
extent it is requﬁ% o negona’te with the borrower in order fo obtain the underlying property. In
the event the Compagjjr /;ﬂmable to obtain the underlying property, because of the unique and
customized nature of gfreal estate loan, certain real estate loans may not be sold eagily. One or
more non-performing real estate loans secured by property that the Company is unable to obtain
could have a negative affect on the performance of the Company and the return on your

investment.
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Governmental Acfion May Reduce Recoveries on Non-Performing Real Estate Loans

In the event the Company decides to foreclose on a real estate loan, legislative or
regulatory initiatives by federal, state or local legislative bodies or administrative agencies, if
enacted or adopted, could delay foreclosure, provide new defenses to foreclosure or otherwise
tmpair the ability of the Company to foreclose on a real estate loan in defanlt. Various
jurisdictions have considered or are currently considering such act,i%& ,génd the nature or extent
of the limitation on foreclosure that may be enacted cannot b -- 1cted Bankruptcy courts

bankrupt borrower’s real estate loan.

Property Owners Filing for Bankruptgy May Adverse ect the Company and the Notes
¢-
{3{ K

7 “stays™ any actions to
; may take other actions that
?/(mdeﬂqu roperty. A court may require
Aetms of a %}/;state loan, rfééludmg reducing the amount of each monthly
payment, changing the fr i £ ng%afnd alteri J'“'%:Le payment schedule, thus allowing the
borrower tsﬁ%pﬁh%_mde%a prop éi‘%??/ gvthus preventing foreclosure by the Company
and/or n;ﬁf:mg the sal8 "gi,_,,; e re%zgﬁtate less profitable. A court may also permit a borrower to
curef-”éf‘ﬁif”’ tary default re{ . to & fi}é’% estate loan by paying arrearages within a reasonable
: stanng the or%%'ihal real estate loan payment schedule, even if a final judgment of
foreclosure has ﬁg 98 enteredﬁ a state court. Any bankruptey proceeding will, at a minimum,

L

delay the Compan¥y%ih #Chieving its investment objectives and may adversely affect the

Company’s proﬁtablhj@.‘

Violation of Various Federal, State and Local Laws May Result in Losses

Violations of certain federal, state or local laws and regulations relating to the protection

of consumers, unfair and deceptive practices and debt collection practices may subject the
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M

",
]

Company to damages and administrative enforcement. In the event that a real estate loan issued
by the Company was not originated in compliance with applicable federal, state and local law,
the Company may be subject to monetary penalties and could result in the borrowers rescinding
the affected real estate loan. As a result, the Company may not be able to achieve its financial
projections with respect to the particular underlying property.

W,:aﬂ,

Delays in Liquidation Due to State and Local Laws / ,%:}

Property foreclosure actions are regulated by sta;,%a%%i localég%’%ps and rules and are

,»,,4,
subject to many of the delays and expenses of other laiﬁrmnts “sometimes reﬁﬁﬁ’;gpg several years

fo complete. As a result, if the Company is not ,ab‘fgﬁ? obtam”the property voiﬁj: "134' from the
borrower, the Company may not be able to quickly foreeﬁgse vy andzsubsequently‘ se]l a property

.J","\-
securing a real estate loan. w i,
20 " i,
e,
o, L
%, iy, i

An Investment in the Notes May Not Be Cg%s isgoit Wil t{ggtion 404 of BRISA
S, 4 ;
Persons actmg{a% ﬁduclaé%s on behalf i% a qualified profit sharing, pension or other

E—.d.’
retirement trusts su Jecff@e Eg;l)loyee Retire: ?Income Security Act of 1974 (“ERISA)

.-—-'f.-'s-".t "? o

......

should satlsfy %1 }&}sﬁlves ﬁﬁ’%f n mve’sﬁﬁéﬁt‘ﬁﬁ the Notes is consistent with Section 404 of
ERISA ég;ﬁﬁ that th&‘:{f%g@suneﬁft/ﬁg Jprudent, taklng into consideration cash flow and other
\é%%f the mvestor% iy

S

{s

x""
L2

’-,h?‘/ ': / F
“’«zﬁ“" S, o

There Can Be no #gg}lr:;g@e of Confidentiality

)2
As part of tHé subscription process, investors will provide significant amounts of

information about themselves to the Company. Pursuant to applicable laws, such information
may be made available to third parties that have dealings with the Company, and governmental
authorities (including by means of securities law-required information statements that are open to

public inspection). Investors that are highly sensitive to such issues should consider taking steps
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to mitigate the impact upon them of such disclosures (such as by investing in the Notes through
an intermediary entity).

Legal Counsel to the Company and Its President Does Not Represent the Noteholders

Each investor must acknowledge and agree in the Subscripti

Agreement that legal
counsel representing the Company and its President does not reps o, an& shall not be deemed

under the applicable codes of professional respensibili represented or to be

representing, any or all of the investors. 4%%‘3% %Aff; .
S 2 '
ﬁ ‘/”:r % z"‘g’/
Legal Counsel to the Company Will Represent the ﬁé@ esté’Stiely of the Coﬁi;any and Its
President .
S .
Documents relating to the purchasépfa " é_rncludjng th”éf;%gbfcﬂpﬁon Agreement to be
completed by each investor, will be detalle%%}nd s %} m “nature. Legal counsel to the
Company will represent ;‘Sﬁi,rests solely h Comp ‘% and its President, and will not

Accordmg/iy each prospective investor is urged to consult
A x_restmg in tﬁ%"ompany and the purchase of the Notes.

-'; efgﬁﬁﬁ»’ﬁﬁ,‘%ludmg matters of law described in this

I ed and will rely, upon representations of fact made by the
Compan I' President. § @ oéf?ﬁ‘é'fr’ be materially inaccurate or incomplete if any such
representaﬁ A6 themselﬁgg} macdﬁrate or incomplete, and legal counsel generally will not

5

undertake mdep%?{n mves?:?anon with regard to such representations.

W, P

Federal Income Tax Risks

The discussion entitled “Certain United States Federal Income Tax Considerations™
includes a discussion of cerfain U.S. income tax risks involved in an investment in the Notes.
The section does not discuss all aspects of U.S. federal income taxation that may be relevant to

any particular investor and cannot address any investor’s specific investment circumstances. In
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addition, the section does not include a discussion of state, local or foreign tax laws. Each O
investor should consult its own tax advisor with respect to these and other tax consequences of

an investment in the Notes.

O
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FORWARD-LOOKING STATEMENTS

This Confidential Private Offering Memorandum, including information incorporated by
reference in this Memorandum, contains forward-looking statements regarding the Company’s
plans, expectations, estimates and beliefs. Actual results could differ materially from those
discussed in, or implied by, these forward-looking statements. Whe
the words “anticipate,” “intend,” “believe,” “estimate,” and otl}__?
identify forward-looking statements, which are found thro %(ﬁt '
statements are made that are not historical facts. Acco;ﬁ'glﬁﬁ’such fo;%f%@%ooking statements
might not accurately predict future events or the gétﬁal perJ;ormance of an ';" ent in the

%,

35 a" p:% P - ‘ ’( v
Notes. In addition, you must disregard any pfojéetny angﬁgggi;esentanons, ften or oral,

jn this Memorandum,

z3
ymilar expressions generally

“Memorandum whenever

e,

which do not conform to those contained in this Confideﬁ“_/"_g Private Offering Memorandum.

=, %
i, ;
‘:."l"':‘;:': 2 .

PX01DOCS\739858. NC068 5870352002 32

DIC0003338



USE OF PROCEEDS

The Company intends to use the net proceeds received from the sale of the Notes,
primarily for operating capital, to purchase and fund Trust Deeds and to acquire interests in
properties or notes, which the Company’s Management anticipates to be able to resell or collect

purpose so that the Company will not become subject to the @%s%(?ompany Act of 1940,
See “Risk Factors — Proceeds From Subsequently Issu%%otés May Bé?f%ed to Repay Earlier

Maturing Notes.” ég?‘{ é‘%
. 5 %, o

zlﬁacement for gé’garal business
-expenses if needed, investment,
= f

expansion or the purchase of capital assg{‘a%o fund loans ‘ﬁéh,@ngwers and purchase Trust
Deeds. However, the Company expects tﬁ@t né’ 3, »than 05 péi'cent of the proceeds of the

%
e
o
.\W

offering will be allocated to general business p;l,rpos’es Iﬁeﬁ,ﬁhﬁany is not required to maintain

reserves or to deposit &8 ae ceeds of théxnﬂ'enng, mt% a reserve account, for the purpose

}‘ffg‘ﬁemce _'erest paymenlg on, and redemption of, the Notes as they
mature. The Company do@{not jHte
f” 2 JMV x -'f
a cash resep %’%ﬁﬁ;‘tﬂ The (5 fmg proce , net of cash reserves, if any, should be available
1o Zzand has D o, T
fung,_a:»fan purchase” }}}st eef{ f{?, ]

37

Notéhol % éohce of any chianges 1;;, e Company’s intended use of proceeds of the offering.
/1‘-.
See “Buﬂneg% F

of providing liquidi

eserves from the proceeds of the offering in

e Company is not required or obligated to give

/}"’bie sets forth the Company’s best estimates of the use of the minimum
and maximum target g{/ 8s proceeds from the sale of the Notes.
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O

Minimum  Percent of Target Percent of
Amount Offering Amount Offering
Raised Raised
Gross Offering Proceeds $£500,000 100% $50,000,000 100%
Commissions & Costs (1) -0- 0% % -0- 0%
Cash Reserve (2) 0- 0% ﬁéf 0. 0%
General Business (3) $25,000 5% G, $25000 05%
4 D

Purchase of Construction Loans (4}

£

Proceeds Available For Funding/ ~ $475000  JB5%%  $4 J5.000  99.95%
<ﬁ." A
.-"9

e
RS

I

@

3

-.»,; % 2
The Company does not anticipate paying costs%% fhmissions in excéss of the costs
v’f
otes may be pufgﬁg@ed directly from the Company

without commission. Notes maturfigia %g,,, two ;%%o may be purchased by
investors using qualified funds (i.e., TR , and Keogh Plans), throngh
a licensed broker-deals d with an apppy & cust".;; Pprovided, that such investments
meet the investors ﬁ tfgpqmrement. %’I‘ransactmn costs for Notes purchased with
qualified funds”ma)%? aid, § 3 ely at the Co atiy’s discretion, by the Company up to one

percent (196) of the pnﬁc;@,a,i ﬁ@_q&;ﬁ;

Co Pa;;;%@%y no %ﬁued) to maintain cash reserves (or access to other funds)
g’fiﬁ@;mately equal "  of one percent of the aggregate balance of Notes
outst;% in its gene 3"_ accounts to prowde funds to service interest payments and fo
facilitate tion of

i &5
flow mmgem’%
Company.

Company anficipates that its current facilities are adequate to fund real estate loans and to

associated with this offering. Th&;:»

service the volume of contracts that would be purchased at the minimum level of proceeds.
If its business is significantly increased, the Company may invest in additional personnel,
computer equipment and facilities capable of processing increased data. General business

expenses may also include the offering expenses.
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(4) This use of the proceeds is only an estimate and the Company reserves the right fo allocate O
the proceeds in a different manner consistent with the Confidential Private Offering

Memorandum.

@':::2}, 1~‘5‘¢§"{""‘ ; j:':?.‘,? Gy
S o
b
o,
%ﬁﬁ:&:{dﬁ
i

&
-

o
"

O
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PRIOR PERFORMANCE

Mr. Chittick organized the Company in April of 2001 to provide a short-term funding
source for primarily real estate developers and foreclosure specialists. Mr. Chittick has arranged
for the funding and administration of real estate loans since that time. The chart set forth below

indicates the Company’s history in raising money from investors, the number of loans made, the

problems with respect to such loans.

’#
Mr. Chittick initially capitalized the company lfa roillion %éﬂms of his personal

funds., From July 2001 through December 200 addltmnal $500, 00 raised from
investors. In 2002, an additional $930,000 s@ ﬁon:t gstors In 200 %fhﬁ?addm nal
$1,550,000 was raised from existing and new mvestors the amount from both old and

new investors increased to an additior a%,$2 450,000. In‘% an additional $2,670,000 was
, 2n adchtlo gg;soo 000 was raised from
existing and new investors. In 2007, an adc : onal . /_,,990 wasj taised from existing and new
investors. I 2008, an additopg! $3,000 00(?3@; raised 14
‘ . Was rfﬂsed%pm existing and new investors. In 2010, an

raised from existing and new investors. ‘-':ffn.

existing and new investors. In

d new investors. From January 2011 to
§ raised from existing and new investors. Mr.
dit to help fa.cﬂltate cash flow for the Company. All of the
E@fthrough the sale of promissory notes like those being

mon‘gy;%ggzcd from invest
22 2
i Tl neteéfwere for terms of 6 to 60 months and have, to date, drawn

offered m%%ﬂacement
interest at the ¥4 £

The money rai;ed by the Company from investors has historically been divided into a
large portfolio of loans secured by marketable properties with varying values and locations in the
Phoenix mefro area. The Company is currently lending in approximately _ cities in the
Phoenix metro area, which includes Maricopa and Pinal Counties. The Company will have loans
secured by properties in many of these cities simultaneously. The Company has endeavored to

maintain a large and diverse base of borrowers as well as a diverse selection of properties as
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collateral for its loans to the borrowers. However, in response to the more recent challenging
conditions in the real estate market, the Company has focused on maintaining relationships with
borrowers that have a proven track record with a good payment history and performance. The
Company continues to strive to achieve a diverse borrower base by attempting to ensure that one

borrower will not comprise more than 10 to 15 percent of the total portfolio.

All real estate loans funded by the Company have been andtended to be secured
through first position trust deeds. The loan to value ratio of the _gany s overall portfolio has
averaged less than 70% and the Company intends to mam@rfl a lo é&’;@ value ratio of 50% to

65%. %% @%;

In 2001, the Company funded 37 loans”iiy ’”‘ﬁ%;ﬁrst ye}ig of operation. '%ﬁae aggregate
amount of these loans totaled $3,378,000, with th%}@al of “underlying homes totaling
$6,393,000. Of those 37 loans, 15 wef¢zepaid in 2001. TK%,E gpoid loans totaled $1,452,000,
with the value of the underlying homes eq@g%%@?} u,,431 000. Afig

collected.

1o 2002, the 99ﬁ££
amount of these 16An4 % cd $§‘$85 000, mth’%gﬁvalue of the underlying homes totaling
$8,780,000. Of the 69 neﬁ?;{p '%@é@ 4;311;1& & remaining unpaid loans from late 2001, 66
were rep}t’dég (ﬁzg%hese rega:{ Joans totated $5,267,000, with the value of the underlying

almg $£9,076, Zf %c, /’f’é‘sj; tic from all loans was collected.

;,J\ }g;.e.:’

In 2’%32‘;@8 Compa.n;é@mded 124 loans. The aggregate amount of these loans totaled
$11,673,000, m}fw‘thg valy fof the underlying homes totaling $17,530,500. Of the 124 new
loans in 2003 and the eﬁ‘fammg unpaid loans from late 2002, 106 were repaid in 2003. These
repaid loans totaled $9,693,500, with the value of the underlying homes equaling $14,488,500.

All interest due from all loans was collected.

In 2004, the Company funded 185 loans. The aggregate amount of these loans totaled
$19,907,000, with the value of the underlying homes totaling $30,422,600. Of the 185 new
loans in 2004 and the remaining unpaid loans from late 2003, 170 were repaid in 2004. These
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repaid loans totaled $17,951,700, with the value of the underlying homes equaling $26,939,500.
All interest due from all loans was collected.

In 2005, the Company funded 236 loans. The aggregate amount of these loans totaled
$34,955,760, with the value of the underlying homes totaling $50,487,300. Of the 236 new
loans in 2005 and the remaining unpaid loans from late 2004, 232 were repaid in 2005. These
repaid loans totaled $31,001,940, with the value of the underlying hﬁ@&@uﬂlﬁg $45,111,500.
All interest due from all loans was collected.

loans totaled $35,301,250, with the value of the under 3?‘ i me}? equaling $53 (}57,200 One
loan that was foreclosed on, and succes.%fg?}y resold, did no all the interest due. However,

. '>’
the small uncollected amount was absorbeds gmpany \’fy
..é"_ ‘-'5')- z:” iz,
»

In 2007, the Compggy.finded 271 Ioag,sﬁ‘me : ."f :
$42,269,767, with the

g

ue’o%é, underlyingi%;;_omes totali
loans in 2007 and & Regjgining ¥ ‘

loans totaled $41 424, 815 *’ f
condomm; Mé%/’f&%@: W-'

condafifiajum and hous%xe soﬁ*ﬁm’cﬁ minimal principal loss, much of the interest was
coﬂectecf%fﬁ% four loans g; loss f absorbed by the Company.

- 4
In 2008,%’" 'ompan‘i funded 364 loans. The aggregate amount of these loans totaled
$47,329,758, with th ﬁe of the underlying homes tfotaling $77,616,000. Of the 364 new
loans in 2008 and the Temaining unpaid loans from 2007, 257 were repaid in 2008. Such repaid
loans totaled $34,578,755 with the value of the underlying homes equaling $56,255,500. While

one condominium and six homes were sold with minimal principal loss, much of the interest was

collected on all the loans. The loss was absorbed by the Company. There were 15 more homes

that were either foreclosed on or ownership was acquired through the deed in lieu process.
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These houses are presently either for sale on the retail market, or have been rented and are for

sale on the investor market,

In 2009, the Company funded ___ loans. The aggregate amount of these loans totaled

$ , with the value of the underlying homes to s, . Of the
new loans in 2009 and the remaining unpaid loans from 2, 06, vwere repaid in 2009.
Such repaid loans totaled § with the vaiuezélf’ the!j' a 1lying homes equaling
%3«,
In 2010, the Company funded ___ loans®iiigsa gregaf% amount of the“s‘g,v #ns totaled
A3 , with the value of the underlymg“’l% ggt;]mg $ 7 . Of the
____ new loans in 2010 and the reman%;g unpaid loans froiﬁ' 09 ___ wererepaid in 2010.
Such repaid loans totaled $ %ﬁ@ f the value of ‘*Eﬁ;gmn,derlymg homes equaling

% f”""’

faﬁ?- R

5 . %,
-.@:\
%

From January __ loans for a
total of § & . There have been
__ loansrepaid in 2011 f(ii/ 0,;
m,br'if: ’f\?}é /
¢§§;ce mceptlon o, 2011, the Company has participated in

average 16’% amounf" ‘of $ with the highest single loan being

$ {, {d lowest fﬁ:ﬁ'ﬁing $ . The aggregate amount of loans funded is
3 ” th pr op}ersfy values totaling $ . The total amount of loans that
have funded and clos with home values equaling $ . These
loans have borne i git rates of ____ % to __ % per annum. The interest rate paid to

noteholders has ranged from _ % to __ % per annum through such date. Each and every
Noteholder bas been paid the interest and principle due to that Noteholder in accordance with the
respective terms of the Noteholder’s Notes. Despite any losses incurred by the Company from
its borrowers, no Noteholder has sustained any diminished return or loss on their investment in a

Note from the Company.
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MANAGEMENT O

Directors and Executive Officers

The Director and Executive Officer of the Company are: Denny J. Chittick, 4_, President,

Vice President, Treasurer, and Secretary.

%,

S

Denny J. Chittick worked at Insight Enterprises, ?ﬁ%@%ﬁy traded company, for
nearly 10 years, holding many different positions from i}gné%acwﬁégg} operations and held
the position of Sr. Vice President and CIO when I{E%é’ﬁ(%company m%% Since leaving
Insight, he has been involved in several diﬁ‘er?nf;é;fé%gpanieé%including a s%ycompany,

’g‘.’.‘. i -.r' e x“:‘“
internet company and finance company. Mr. Chittic {é‘h;%d%%ggme in Financé/"f,;om Arizona
o

State University. . ?"%f.%
2, ‘{%&i}?
N g,
a{;}fé-");- é;’:g‘;’f‘}’ ot *
A 7
Real Estate Consultant % *’f'f{ﬂ,{f@gﬁ
.."i-%;l ?‘-'

oy e {’/r + -

“Zanly one em "fb ee, which will require the Company to use

2 E P 4’-{ p

outside consultants%ﬁ'%fiﬁg{}i'odic %?,sis to providé"i«‘%rggrious services. These consultants may be
- . - f *./-‘ s':b?‘f f):{' 5 it 2 - . -

retained to assjst yith any ﬁ%{% ;§§'f?§%£'ﬁ%‘/e;agﬂ;gggﬁe in connection with these loans and, to the

g, g,

extent ncggs; ary,‘szé%{gmth ffhfé’g;lgsmg of aloan.

2 "(::gf.ﬁf?. ‘é‘i‘é{é}

L -

Y B k7

AR %_{25;\‘ o

i, 2 #
Employees: %%, 57

it

£ ,gr

With the mﬁ%&éﬁg’f outside consultants on an as-needed basis, Mr. Chitiick intends to
operate the Company.#s its primary employee, analyzing, negotiating, originating, purchasing
and servicing Trust Deeds by himself. As the portfolio of contracts increases, the Company may
add additional personnel.

O
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Contingency Plan in the Event of Death or Disability of Mr. Chittick

In the event that Mr. Chittick is unable to perform his duties to continue the operation of
the Company in any capacity, Mr. Chittick has a written agreement with Robert Koehler, an

owner of RLS Capital, Inc. to provide or arrange for any necessary services for the Company.

Robert has twelve (12) years of experience supporting real estate loan portfolios similar to the
porl‘foho of the Company Robert holds a real estate license in Anzong%:d has worked as a loan

spreadsheet of all the investors and W}Q% is owed to eacﬁ‘%f /them and receives the monthly

statements for all investors. Pursuant to ement With
instructions from Denny Chittick, or ﬁo% %h

confirmation that Mr. Chi ‘2}; is unable to _- 'v,s i e to ‘tn his duties as President of the
Company for an extendéif peﬁo tm:\e, Robc ':r ill act to close down the Company’s business

'1%@}}165 du and Robert will return all of the principal

s K
Managemgnt Compensatigi

ﬁ

As the 86 ?%I?m'ehold‘ Mr. Chittick receives a salary consistent with IRS guidelines.
Salary adjusmaent} ; @ai year-end in order for Mr. Chittick to fund his 401(K) and to pay
his income taxes. Yeif-end profits are taxed to Mr. Chittick pursuant to the U.S. Internal
Revenue Code rules applicable to Subchapter S corporations, Therefore, year-end profits may be
distributed to Mr. Chittick. In addition, Mr. Chittick is paid interest on Notes funded by Mr.

Chittick in the same manner as the other investors. See “Management - Management

Compensation.” As the Company expands its lending operations and increases the workload of
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Mr. Chittick, he reserves the right to receive an increased salary so long as there is no current
default under the Notes.

Ownership Compensation

The Company receives its revenue primarily from interest earnggd.on trust deeds, rents on
properties owned by the Company, interest on cash reserve Jts afid interest earned on
investments made by the Company after subtracting interest d’% _'ts debts. The amount of
profits, and therefore, compensation to Mr. Chittick, vnll/pg\hé‘ﬁendent If{ ol {Rthe amount of Notes
sold, Trust Deeds acquired, loans made and the of such loans. Adis payment of its
principal and interest obligations under the Notgﬁzomp dlstnbutes th ,a’i'lce to M.

Chittick; provided, however, the Company may (but{g‘ ot saqued to) retain- armngs in the

Company up to a level of “reserve” gr “retained earmﬁ%@ goals that the Company deems
adequate. Subject to the need to adjust tié/gg%gals due to sp%m}ty needs due to plans to

repay Notes or to fund future Trust Deeds, flgc Cé ﬁxi’é" - jat it will be able to achieve

1- /1." -‘%\;\
Mr. Chlttlclq@ ave si T’facant investrignts in the Notes, for which the Company will

pay him monthly interest ’é@a ﬁ@(ﬁ%}l}ﬂ%} as othéF
B 4 O f'
%@4{9 t}}er I\f;/ placed ptirse t to this Memorandum. (Mr. Chittick currently

r‘"‘

has in féiithed appromma%%w 206@5)1@ i Notes, but this amount varies from $1.9 million to
$3.2% milliah,) See “Descriplidn of Seairities.” The Company intends to pay to Mr, Chittick all
retained earrﬁ%s;n excess faj:fany reserves deemed necessary or desirable by Mr. Chittick to
meet the Compa Egzpbhgang is.

@%f

&

oteholders which investment amount ‘will

be subordi
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PRINCIPAL SHAREHOLDER

The following table sets forth the beneficial ownership of shares of the Compauy’s
outstanding common stock.

Name and Address Number of Shares Percent

Denny J. Chittick 500,000

6132 W. Victoria Place

Chandler, AZ 85226
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Ownership

Based on his 100 percent ownership of the Company’s common stock, Denny J. Chittick
maintains the exclusive ability to elect directors, appoint officers and,-pgnage the operations of

SRy

the Company.
22
S
. . G, %
Competing Businesses “ %* K{%ﬁ,"};
2N

cae

Qﬁ‘:;’{- x5 {f‘}ﬁ::;;'
ny, D%'g@r Chittick persgfally invested

e,
=
‘4

in companies and in real estate loans that are substanti ﬁ%‘;éﬁar to the Company’s investments

g "’:5:'}

in Trust Deeds. In addition to his activifjss.on behalf of theEdigpany, Mr. Chittick reserves the
3 . . . A . oy
right to continue his personal mthments‘%{%% te and instirs
which are considered competing businesses %{tﬁ? Ay, See : isk Factors — Management’s
G St
- LRI Yy " i:‘f\ -
Outside Interests and Con{i}}gj?}x% 5 terest. B 77

._;)J ey 'iﬁ.

e
z e &,
4 g %
i, ‘ %
e ,2??5‘ B
R, %"‘ _;?".-.-.

2,
During the four years prior to forming thé fg‘f‘f@

>pfé similar to Trust Deeds,
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DESCRIPTION OF SECURITIES

The Company is offering up to $50 million in Notes. The minimum denomination is
$50,000, and the maximum denomination is $1,000,000 in a single note. An investor may
purchase more than $1,000,000 in Notes, but it will be distributed over different Notes.

Denominations increase from the minimum to the maximum in

ad ;?';P onal increments with a

termination, the offenng will continue for so long as fhHe Company has not cl
or method of offering in any material respect. Iﬁ@

of offering in any material respect, the Company will © :
provide correct information to mvestp The Compaﬁr y experience difficulties in
conducting a continuous offering of N @‘?’Sf& “Risk Fac%fsf Jifficulties and Costs of
Continuous Offering.” % i ; ;f?'/?

..-%gmons of ﬁ%,e Company and are superior in priority and

. 2

liquidation prefere: c’%éy ., A1y %s payable to% Chittick. Mr. Chittick has agreed to
:;xe

subordinate any Notes to éﬁ;e‘*

» o

investors. has nevér-defaulted with respect to a Note, including any

regul/,éag Sterest paymen :the prm, &ipal and interest due upon the maturity of the Note, if the
Companfgfgeuld ever be i gfault y;g%;,e:pect to any Note, Mr. Chittick will subordinate any
grfault is cured and Mr. Chittick will also defer any compensation
iile Mr. Chittick has agreed and will act as set forth above in this
ent is not evidenced in a separate writing signed by Mr. Chittick.

Notes he ma d until the_
until the default 1 ‘%%ed

Memorandum, such a%%;/ﬁ’ ;

The Notes will bear interest at the rates stated for the term selected. The investor may

elect to have interest paid monthly, quarterly or accrue and be paid at maturity. If the investor
elects to have interest paid at maturity or quarterly, the interest will accrue monthly and earn
compounded interest, Interest is payable on the last day of each period to the investors of the
Notes at the principal office of the Company in Chandler, Arizona. At the option of the
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Company, interest payments may be paid by check mailed to the address of the investor entitled
thereto as it appears on the Subscription Agreement for the Notes. An investor may request in
writing to the Company that a deposit be made to a designated bank or investment account.

The Notes are not transferable without the prior written consent of the Company, which
the Company may withhold in its sole discretion. The Company anticipates withholding its
consent if the transfer could jeopardize the Company’s exempﬁoqﬁé@ﬁegtﬂaﬁon D or any
applicable state blue-sky law or the Company’s exclusion f? :.;deﬁnition of an investment
company under the Investment Company Act of 1940. 455 :

ff""’%,

A

government entity or any insurance company. I’ f def 23 an investor cm?gf/look only to
¢

)
K

The Notes are unsecured and are not ing %r guaranteed by ang-z"g;ate or federal

the Trust Deeds or other assets of the Company for repa?m

.'

As unsecured, general obligations @%J%Company, theﬁ@ies,yvﬂl not have any specific
coilateral. The Company’s Assets mclude %ré% t, title and interest in Trust

Deeds owned by the Com : ~¢ogether Wlth ym ents "&W truments received thereto, real

the normal course of busmess, any Trust Deeds it owns,

subje%&"’iggenera] resmc‘ﬁ 1 conc\jcé?ﬁg tansfers of property; provided, however, the Company
may h‘ans’%{;;el] or substifiih one of more Trust Deeds if such transfer, sale or substitution is
5
done in conneﬁig}g}; with ap “ho cure a default.
'-.:.-».’-’
e ‘_:‘(fb

On an annuai?jg{s% the Company will retain an independent accounting firm to prepare
the 1099°s to be issuéd by the Company to the investors and to prepare the tax return for the
Company, On an annual basis and upon written request from an investor, the Company will
certify to the requesting investor(s) that the aggregate outstanding principal amount of all cash
accounts, other property and Trust Deeds is at least equal to the principal amount of outstanding
Notes as of the date of the request,
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O The Company may, in its discretion, modify the interest rate paid on subsequently issued
Notes or the term of such Notes. Any such modification of the inferest rate or term will not
affect Notes then issued and outstanding.

Notes are initially being offered at the following rates and maturities:

“fjé% ",

Note Terms (2)(3) ,ﬁﬁf

Note Amount (1) 6 Months 1 Year 2 "'::f‘rs to S Zpars
Ty ‘:.:\- 2‘-{.{}‘%&" "-}_
$50,000 and up 8% ® 10% @ e 1206 @ @%@
"i;;

& %; “ . - ’.;%:%:: 2::??
(1) Note amounts are issued in varied denommatw’ﬁfé?gfro 3@ 000 to 81, 066 000, and in
(o
additional increases with a mininiym of $10,000. F% gahﬁed funds, the Company will

accept minimum contributions in suc: (af?g ts as reason: y,};termmed by the Company.

(2) Although the Company intends to use 1% goo
'O from an investor to p y Note prio

forts to gcoommodaxe written requests
t;r e Company has in fact been able
ith interest paid in full, the Company has no

to satisfy such ts in"8Zfimely mann s
2 /"‘
obligation to d 56 %the m or has no ng’hg\;to require the Company to redeem the Note
prior to matlmty Uponf ”? ?’gﬁﬁ%ﬁ}%}é’n to honor an investor’s request to prepay any
2 G

Note ﬁﬁlgﬂ%ﬁﬁh% the’@é gany reserves the right to adjust any interest payable to the

»%ﬁd have been payable for the actual outstanding term of

ik ?g
(3) The Not&s ,g% be redediied by the Company at any time prior to maturity upon 30 days
written ':Qﬁ’g'_;;-

ot e date of redemaption.

_ vestor at a price equal to the principal amount of the Note plus

(4) The Company also reserves the right, in its sole discretion, to adjust the interest paid on
outstanding Notes on 30 days written notice to Noteholders.
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The Company has the right to sell, encumber, mortgage, create a lien on or otherwise
dispose of any or all of its property, or in any manner secure an indebtedness so that such
indebtedness shall have a claim against the assets of the Company securing such indebtedness,
all without the consent of the investors of the outstanding Notes provided no Notes are in default.
Any security interest granted in any of the Company’s assets to secure an indebtedness will be

/ =
Defanlt may occur wiih respect to one Note and not ang)ﬂ{e s, The Company shall be in
-“.,' =

defanlt of a particular Note if any of the following event@‘Evenf,@ Default”) occurs with
respect to that Note: (a) default for 30 days in any p. ﬁ%&m of mterestf@ %\ Note when due;
(b) default for 15 days in any payment of prmclpal gﬁ‘a Note vghen due after 1t

"’ \.\

superior in priority to the general claim of a Noteholder.

for the Company under the U).S. Bankruptcy Code by f ? of the Company which filing is
i date or (d) ult for 90 days after receiving

apphcabie tt'}ﬁi‘cNote Notwithstanding the

5, ‘3’&'@,
events listed above, Mr. Chittick may deferv .any pﬁﬁ ..... enk, g § mtérest or principal due o Mr.

Chittick or an entity con t;::glg%{l him on a@é/‘f the No {ubscnbed to personally by Mr.

N
Chittick without crea};fg an Ev of Default. "'55‘&
& ""’4{ A, g’?{ ﬁ, (:_:;.«
..":}i? g_*n ,} I(‘
ny ma g_ft:é”‘ %‘Hﬁ;ﬁﬁxﬂﬂﬂh or merge into any corporation, or transfer

appropriate notice of a breach of any oth M

{5 assets Ly person, unless the successor corporation or transferee
N

aﬂonsffﬁn,’zﬂ'ne Notes. The Company has no present intention of

merging with,gnother compah %or coﬁ:sohdatmg with another company or transferring its assets.
ik
b
5y S
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PLAN OF DISTRIBUTION

The Notes may be purchased directly from the Company without commission. Notes
maturing in two through five years also may be purchased with qualified monies (such as IRA,
SEP IRA, ROTH IRA and KEOGH plans) through a licensed broker-dealer and with an
approved custodian; provided, that such investments meet the investor suitability requirements.

The Notes are not registered with the SEC o other state or fed ai:ory agency.
No state or federal agency has made any fin ‘3@’ te: X ion as fo the f&' ess of this
offering for investment, the adequacy or accuracy of the® )p sures ToT &Ny recc;mmendanon or
endorsement of the Notes. ‘é@
g w)% 7z .-’ S
The offering and sale of the Notes 1s‘»mteﬁ %be exemyf from registration under the
Act by virtue of one or mg éthe follovwng& phons Aded by: (i) Section 4(2) of the

f“'-"‘

Act; and (11) Regulatlo _f prox a;ed under the%Act. See “Investor Suitability.” In accordance

§ placed on t?g;nng and purchase of the Notes, including,

but not limited to, the folI '§’ i &.’- ‘39

G, iy

BRI
“ -"5:.,; i:,-ﬂg“ 5

() y. g}ransactmn méy’%@t nc ﬁ%‘b v public offering. The offer to sell Notes must be
irectipomntun ’*iﬁlj“‘ghe m\ﬁ by an officer of the Company and at no time may the

Company# Vertlse or % Blicit by means of any leaflet, public promotional meeting,
newspaper ot ae%gé, article, radio or television advertisement or any other form of
gen

general advertlsnf eral promotion.

(2) The Notes may be purchased only for the investor’s own account, for investment purposes
only and not with a view to distribution, assignment, hypothecation, resale or to
fractionalization in whole or in part.

(3) An investor must meet certain suitability requirements, which are set forth under “Investor
Suitability.”
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(4) The Company must have furnished and made available for inspection all documents and O
information that the investor has reasonably requested relating to an investment in the
Company, including its Articles of Incorporation, stock records and financial account

records.

Pt S
o

e A
a SR,
s
e T
S, i
o .
. T

ra

i
'4"?;’5‘-'-.
G,

O
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DETERMINATION OF OFFERING PRICE

The rate of return for the Notes offered hereby will be set from time to time by
Management of the Company to approximate a rate of refurn competitive with similar securities

of other companies engaged in the finance industry. The Company has been in operation since

April 2001. There is no market for the Company’s securities and none is expected to develop.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a general discussion of certain U.S. federal tax considerations and
consequences that may be relevant to a decision to acquire, own and dispose of Notes by an
initial holder thereof. This summary only applies to Notes held as capital assets (generally,
property held for investment) within the meaning of Section 1221 of the Internal Revenue Code
of 1986, as amended (the “Code™). Except as set forth below, thls s
of the tax consequences that may be relevant to a particular N(}tﬁé‘ '
be applicable to Noteholders that are subject to special tax fijles, S\ g financial institutions,

y does not address all

er and it is not intended to

insurance companies, real estate invesiment trusts, re»gtﬂs:te&‘t mvestméﬁff’%ompames grantor
trusts, U.S. expatriates, partnerships or other pass-thfglgh entmes, tax—excmp%éér anizations or
dealers or traders in securities or currencies, or f{ﬂ N"é older ;@1&{ will hold No {’”as part of &
position in a straddle or as part of 2 hedging, conversion ﬁ’rfﬁfegrated transaction for U.S. federal

s ﬂ-f

income tax purposes or that have a ﬁmqggpal currency 0&@@ the U.S. dollar. Moreover,

except as set forth below, this summary do'f{;”ﬁ Hsfe%gggess the U. S‘%’egp’ral estate and gift tax law,

the tax laws of any state, local or foreign go%icrnme «6%%1 e *@49% minimum tax consequences

of the acquisition, ownergg@grﬁher dlsposmé,p, f Notes ané/ does not address the U.S. federal

income tax trcaiment fﬁfN otchofég/f% that do not a’aqmre Notes as part of the initial distribution at
.v“«-‘v.

their initial issue pnce '”E;agh prf) tive mvesto‘i?%‘ﬁ}ould consult its tax advisor, attorney and
o s
4 Uésté ﬁ&ﬁi{ te local and foreign tax consequences of

Ly
OX%‘;”

on c‘urrent provisions of the Code, as amended, existing and

accountant 3;(% ect to‘éz@'
acquirin ﬁoldmg Ef’ jiposi
% e

S,

proposed U. S ?’J;gasury Régulations, current administrative pronouncements and judicial
decisions, each as ‘a’:{f"%ﬂabl

change, possibly Wlth f oactive effect, or differing interpretations which counld affect the tax

d in effect on the date hereof. All of the foregoing are subject to

consequences described herein. No advance tax niling has been sought or obtained from the
Internal Revenue Service regarding the tax consequences of the transactions described herein.
This discussion does not address tax considerations arising under the laws of any particular state,

local or foreign jurisdiction.
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£

5

PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR TAX
ADYISORS, ATTORNEYS AND ACCOUNTANTS REGARDING THE U.S. FEDERAI
INCOME TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF THE NOTES IN LIGHT OF THEIR PARTICULAR SITUATIONS,
AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS

OF ANY FOREIGN, STATE, LOCAL OR OTHER TAXING JURISDICTION.
=
%,
For purposes of this summary, 2 “U.S. Holder” is a benpﬁf‘%aal owner of Notes who for

o ‘-
“,Qr. '!' 'g ;

U.S, federal income tax purposes is (i) a citizen or resident {;z( 1s N
federal income tax purposes) of the United States; (ii)

£

or organized in or

(1) that validly elects to be treated as a U.S. person foﬁfﬁ%@derﬁl income tax purposes or (2)
(a) the administration over which a U, Sgﬁpm’t can exercise ﬁr'}f??ﬁary supervision and (b) all of the
£ %my to control. A “Nop-

Fincome tax purposes is (i) a

substantial decisions of which one or mo
U.8. Holder” is a beneficial owner of Not

non-resident alien individyal:, "} a foreign ¢prpbtati ‘:"' i) a foreign estate or frust the
fiduciary of which is a ' Aialien. %

-‘Zﬂ- "’

Ifa partnershlp (o % gﬁb@f@’@@ﬁ ,}r as a parinership for U.S. federal income tax

S ""vb

purposes) hiaf:iﬁ’

tax ent of a 5& er in such partnership will generally depend on
),of the partnership. Such partner should consult its own
);%; g and disposing of the Notes.
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U.S. Holders
Interest

Except as set forth below, interest paid on a Note generally will be includible in 2 U.S.
Holder’s gross income as ordinary interest income at the time it is paid or accrued in accordance

with the U.S. Holder’s usual method of tax accounting for U.S. federal }come tax purposes.
e
72N

Market Discount K7 “-'@)

acquired at market discount. Code Sectign 1278 defines “nfr&%ﬁet discount” as the excess, if any,
of the stated redemption price at maiunt)f@%%gote over the };‘%haser s initial adjusted basis
in the Note. If, however, the market discof t é’gg&ggt to a yiow is less than 1/4th of one
percent (L0025} of the stategfg emptlon pnc tunty Note multiplied by the number
of complete years to jﬁnty ﬁ%be date the Qbsequent puxchaser has acquired the Note, then
the market discount’ 13‘%4’%{1%5/1(131' be zero. N@ s-acquired by holders at original issue and
Notes mamrmg not morf W Qéﬁﬂ%%é”ﬁf*ﬁ@% date of issue are not subject to the market
discount nﬂz’é"w‘\wf&"g’.é% %} s,

3;’»;5

Gﬁ@n the sale, re’éi’;mptlon or other disposition of a Note, including full or partial
redemption tﬁéf“ggf having i ket discount” will be treated as interest income to the extent the
gain does not excée%,tixe icc (ied market discount on the Note at the time of the disposition. A
holder may eclect to 16%&3 market discount in taxable income for the taxable years to which it is
attributable. The amotnt included is treated as interest income. If this election is made, the rule
requiring interest income treatment of all or a portion of the gain upon disposition is
inapplicable. Once the election is made to include market discount in income currently, it cannot
be revoked without the consent of the IRS. The election applies to all market discount notes
acquired by the holder on or after the first day of the first taxable year to which such election

applies.
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O ’ Sale, Exchange or Disposition of Notes

A 1.8, Holder’s adjusted tax basis in a Note generally will equal the cost of the Note to
such U.S. Holder, increased by any original issue discount (“OID™) or market discount
previously included by the holder in income with respect to the Note. Upon the sale, exchange
or other disposition of a Note, a U.S. Holder will recognize taxable gain or loss equal to the
difference, if any, between the amount realized on the sale, exchange 0 ther dlSpOSltlon (less an

»:-

enerally will be capital
gain or loss. In the case of a noncorporate U.S. Holder, g@q fgrams der%m respect of a Note
that is held as a capital asset and that is held for rg;ﬁ:e than one year are €ligible for reduced
income tax rates and may be deemed a long-te %% i '. deductibilify i;ﬁ?ital losses

is subject to limitations. %

Non-U.S. Holders
- Interest
o gﬁ,ﬁmﬂ\, V
Subject to th’gyﬁcussfegz%elow unde sthe headifig “U.S. Backup Withholding and
Cin
Information Reportiﬁg »’% L

s en‘rs?éaf principal of, %gmterest on {including any OID), a Note to
(@) a controlled fore1gn corbiatatic sﬁ.’ defined in Section 957 of the Code, which is
o e

related to e irect! ) mchrectly, through stock ownership, (if) a person owning,
constructw % _untles:(%;;; ﬁSentmg at least more than 50% of the total combined

] clasé%s of the Company’s voting stock and (iii) banks which
ﬁ:. in consifl;éﬁxon of an extension of credit made pursuant to a loan agreement

inar fourse of business, will not be subject to any U.S. withholding tax
5 g] owner of the Note provides certification completed in compliance

provided that the ben
with applicable statutSry and regulatory requirements, which requirements are discussed below
under the heading “U.S. Backup Withholding and Information Reporting,” or an exemption is
otherwise established.

If a Non-U.S. Holder cannot satisfy the requirements above, payments of interest made to
a Non-U.S. Holder will be subject to a U.S. withholding tax equal to 30% of the gross payments
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made to the Non-U.S. Holder unless the Non-U.S. Holder provides the Company or the
Company’s paying agent, as the case may be, with a properly executed (1) IRS Form W-8BEN
claiming an exemption from or reduction in withholding under the benefit of an applicable
income tax treaty or {2) IRS Form W-8ECI stating that interest paid on the note is not subject to
withholding tax because it is effectively connected with the beneficial owner’s conduct of a trade
or business in the United States. Alternative documentation may,be applicable in certain

situations. s,
/’ -v
If a Non-U.S. Holder is engaged in a trade or busines e,gi States and interest on
a note is effectively connected with the conduct of such feh dg ot busmes Non—U S. Holder,

<:»'
(including OID) on a net income basis in the same manns the Non-U S. Holder were a U.S.

Holder. In addition, if such Non-U.S.* der is a forelgn fo ration, it may be subject fo a
branch profits tax equal to 30% (or lesse@aé@t}‘gpr an apphcﬁ%%‘ come tax freaty) of such
amount, subject to adjustments. i
- % 4 Y / }f
gﬁﬁf?ff% /

Sale, Fxchange @Mzer D g’g‘szﬁon ofNo?g;

@g}xg 2 ;4%}/%@ heading “U.S. Backup Withholding and
3] r % Non-U.S. Holder npon the sale, exchange or
not be subject to U.S. federal income tax or
ax, unless (i) ?@’ gam .ffectlvely connected with the conduct by such Non-U.8.

Holder of ;Y%jgor busm;sgn the United States or (ii) in the case of any gain realized by an

\-.

)

£
Subject to the dli;xj;%;

e
individual Non-UiSiHolderich Non-U.S. Holder is present in the United States for 183 days

or more in the taxablé .h
met. Special rules may apply upon the sale, exchange or disposition of a Note to certain Non-

5 of such sale, exchange or disposition and certain other conditions are

ELI -

U.S. Holders, such as “controlled foreign corporations,” “passive foreign investment
companies,” “foreign personal holding companies” and certain expatriates, that are subject to
special treatment under the Code. Such entities and individuals should consult their own tax
advisors to determine the U.S. federal, state, local and other tax consequences that may be

relevant to them.
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O\.

U.S. Federal Estate Taxes

A Note that is held by an individual who at the time of death is not a citizen or resident
(as specially defined for United States federal estate tax purposes) of the United States will not
generally be subject to U.S. federal estate tax as a result of such individual’s death, provided that
such individual is not a sharcholder owning actually or constructively sf ipre than 10% of the total

/'-«‘*

combined voting power of all classes of our stock entitled to f and, at the time of such

individual’s death, payments of inferest with respect to 4 @%’w‘m}d not have been
effectively connected with the conduct by such md1v1§gaf1&& ess in the United
States. '

U.S. Holders

ﬁ”f
{? ’%%ﬁ% P
Information repomﬁ% equirements \'"@11 pply ?5 tain payments of principal and

s _‘,ﬂ{;'

interest and the accrual OID y, on an ob a‘aon and‘to proceeds of the sale, exchange or

other disposition oﬁ“%’h@hahon, 6 certain 1.8, %g}ders. This obligation, however, does not

apply with respeﬁt to ﬁf‘{- ' /de%y P fﬁg, corporations, tax-exempt organizations,
Pt 7

qualified é : éi"f” anis é fit s/ trusts and individual retirement accounts. In general, the

Comp ig? is required to ¥ gﬂth th‘e%@,ahoh year a Form 1099 information return reporting the
amount G 1 rest that was ggrd or ﬂxﬁ?}xg considered earmned by a U.S. Holder with respect to the

income on its f con_;, #tax return for that year. A U.S. backup withholding tax currently at
a rate of 28% will apﬁ?' #to such payments if a U.S. Holder fails to provide a correct taxpayer
identification number or certification of other tax-exempt status or fails to report in full dividend
and interest income. Any amount withheld under the backup withholding rules is allowable as a
credit against the taxpayer’s U.S. federal income tax liability, provided that the required
information is furnished to the IRS.
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Nop-U.S. Holders

Information reporting will generally apply to payments of interest on a Note to a Non-

U.S. Holder and the amount of tax, if any, withheld with respect to such payments. Copies of the
information returns reporting such interest payments and any withholding may also be made
available to the tax authorities in the country in which the Non-U.S. Holder resides under the
provisions of an applicable income tax treaty. Payments of principal r%};terest on any Notes fo
Non-U.S. Holders will not be subject to-any U.S. backup withho 11" the beneficial owner
of the Note (or a financial instittion holding the note on %& beneficial owner in the
ordinary course of its trade or business) provides an appr%a@,oeruﬁca‘ﬁ‘é},m the payor and the
payor does not have actual knowledge or reaso ow, that the certificiition is incorrect.
Payments of principal and interest on Notes 119 U.S. backup ?ﬁ)ldmg tax
,, 4 thhﬁ%”ldmg tax at*a rate of 28%,

'-_ . provides for the reduction or

In addition, informa %011 reportmg d / i Z0n the circumstances, backup
withholding, will appl S0 the ceeds of t}i/% sale of d'Note within the United States or

.._,;

; ;gl StaIes lated financi %ermedlanes unless the beneficial owner
“'\ ’g’ﬁiﬁé}%c&@
52 £
not have gﬁﬁ‘ﬁ{@g@ = or 1¢ son to kno\;? ﬁt the certification is incorrect.
= -’1 22

. o

2 A%%:é;') -C—%;@&,. o
A’%@mounts wi

credit agam%Non— %:fo. der s U.S. federal income tax liability provided the required

information is ﬁﬂ’gﬁgg,ed to El;{g%ltemal Revenue Service.
Uiy, g

discussed above generally will be subject to Umted

except where an applicable United Stgies income fax

elimination of such withholding tax. ‘&4{“}5&

3

provides the payor with ati to its non-U.S. status and the payor does

‘-

THE ABOVSﬁ SUMMARY IS NOT INTENDED TO CONSTITUTE A
COMPLETE ANALYSIS OF ALL TAX CONSEQUENCES RELATING TO THE
ACQUISITION, OWNERSHIP, DISPOSITION OR RETIREMENT OF THE NOTES.
PROSPECTIVE INVESTORS OF NOTES SHOULD CONSULT THEIR OWN TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS CONCERNING THE TAX
CONSEQUENCES OF THEIR PARTICULAR SITUATIONS.
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INVESTOR SUTABILITY

O\

General

An investment in the Notes involves significant risks and is suitable only for persons of
adequate financial means who have no need for liquidity with respect to, tIus investment and who
can bear the economic risk of a complete loss of their investment j5‘2[11?1&,‘plwate placement is
made in reliance on exemptions from the registration reqmrgp{?tﬂ ~of the Act and applicable

-d‘

state securities laws and regulations.

““ﬁ finaf 13 ial expenence, or that of the investor’s

i )fls % p%j’;@;ﬁ uating the merits and risks of an investment in
: C >"’

1ts oﬁ%;mterest in connection with the transaction, (ii) the investor is

acquin hc Notes for i’t§’"’ wI ac“é‘@’t/ for investment only and not with a view toward the
resale or }bu[lon thereoEzHii) th& investor is aware that the Notes have not been registered

under the Act y state sgdhrities laws and that there is no market for the Notes, (iv) such

investor meets the requirements set forth below and (v) they have read and taken full
cognizance of the Ri§ Factors and other information set forth in this Confidential Private

Offering Memorandum.

O
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Snitability Reguirements

Except as set forth below, each investor must represent in writing that it: (a) is
“sophisticated” in so far as it is sufficiently knowledgeable and expetienced in financial and
business matters to be able to evaluate the merits and risks of an investment in the Notes either
alone or with a purchaser representative; (b) is able to bear the economic risk of an investment in
the Notes, including a loss of the entire investment; and (c) qualifies agﬁn “accredited investor,”
as such term is defined in Rule 501(a) of Regulation D under thezy ct and must demonstrate the
basis for such qualification. To be an accredited investor, anévfésm@z%f fall within any of the
following categories at the time of sale of Notes to that inysstor’. g };},

-:w “ \"-(5;?‘&
5 iation or other

(1) A bank as defined in Section 3(a)(2) of the A <or a savnegs and loan atior
institution as defined in Section 3(a)(5)(A) o *ﬂ@p» er acting in 1 7 n/dnndual or
fiduciary capacity; a broker or dealer regswmd%%- Sectlon 15 of the Securities
Exchange Act of 1934; an msuranc‘ég&ompany as defintizin Section 2(13) of the Act; an
investment company registered under Alieidiyestment Compé@%ﬁct of 1940 or a business
development company as defined 1n’°§ectmfg,,;2@%(/§3 ofﬁat Act; a Small Business
Investment Companyﬁ'{ﬁéﬁg:i by the U%% "States Styall Business Administration under

Section 301({c) or; /{ﬁ) of the%?i Busmessqinvestment Act of 1958; a plan established and

maintained by a st—g't%iiﬁ poh}j ﬁ)

its polmc@l ?subdlwsu;\rfg;fpff:‘tﬁ%éﬁ’@ﬁh@f?fts employees, if such plan has total assets in

exce ’s"’gf $5 % 9_2 an\}q%uployee benefit plan within the meaning of the Employee

@i;flj?ment Income S@nty Abg‘,},p? 1974 if the investment decision is made by a plan
ﬁduclﬁ#ﬁ{is, defined m*g%ctlon §(21) of such act, which is either a bank, savings and loan
assomaﬁon;ﬁfgé'urance cognpany, or registered investment adviser, or if the employee benefit
plan has total”ésgﬁts 1§"excess of $5,000,000 or, if a self~directed plan, with investment

decisions made scg,gly by persons that are accredited investors;

Subdlwswns{?'*’ #any agency or instrumentality of a state or
4;‘;2 g

(2) A private business development company as defined in Section 202(a)(22) of the Investment
Advisers Act of 1940;

(3) An organization described in Section 501(c)(3) of the Internal Revenue Code, corporation,
Massachusetts or similar business trust or partnership, not formed for the specific purpose of

acquiring the Notes, with total assets in excess of $5,000,000;
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(4) Any director, executive officer, or general partner of the Company, or amy director,
executive officer, or general partner of a general partner of the Company;

{5) Any patural person whose individual net worth, or joint net worth with that person’s spouse,
at the time of such person’s purchase of the Notes exceeds $1,000,000 (excluding the value

of such person’s primary residence);

(6) Any natural person who had an individual income in excess of § ﬁ@,‘,OOO in each of the two

K
S
ol

ZCcess of $300,000 in each of

“thi 'é,me income level in the

most recent years or joint income with that person’s spouse i
those ycars and has a reasonable expectation of rea

current year; % g%_,

(7) Any trost with total assets in excess of $5, 00 0 not fomled for T.he“ﬁ C purpose of
acquiring the Notes, whose purchasc is du/ i

Rule 506(b)(2)(ii) of Regulation D; and

'C%v"

(8) An entity in which all of the equlty o are accredlted‘lﬁ‘t\g"gstors (as defined above)
Vi,

-"‘f‘:s* 4
As used in this Memorandum, the te@l 1@9 i means%gexcess of total assets over
total liabilities. In determining income an m%’g shou'l %o the investor’s adjusted gross
L v(
income any amounts ﬁ ; 4 eceived, losses claimed as lmmited
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EXH. NO. VD
(o"" 149y %

Kelly §. Oglesby CR 50178

July 1,2011

200052523 1 43820/1 66603

DIC0008731



No: Name of Payee:

Confidential Private Offering Memorandum

DenSco Investment Corporation

General Obligations Notes

Minimum Purchase $56,000

The General Obligation Notes (the “Notes”) are general obligations of DenSco
Investment Corporation, an Arizona corporation (the “Company™). The Notes, together with all
other outstanding notes and all other advances or liabilities owed by the Company to any holder
of an outstanding note will be secured by a general pledge of all assets owned by or later
acquired by the Company. The Company’s largest assets will be the Trust Deeds, as defined
herein, acquired by the Company and the Notes will be superior in priotity and liquidation
preference to Notes subscribed for by officers and shareholders of the Company. Interest will be
paid monthly, quarterly or at maturity. The Notes are not insured or guaranteed by any state or
federal government entity or any insurance company, and the Company will not establish a
sinking fund for the Notes. The Company generally may transfer, sell or substitute collateral for
the Notes. The Company may modify the interest rate to be paid on subsequently issued Notes.
The Company will use good faith efforts to prepay Notes upon receipt of written request, but the
Company will not be obligated to do so. The Notes may be redeemed by the Company prior to
maturity upon notice at a price equal to the principal amount of the Notes plus accrued interest to
the date of redemption. See “Description of Securities - Note Terms.” Default may occur with
respect to one Note and not another. The Notes may be purchased directly from the Company
without commission. The Company intends fo offer the Notes on a continuous basis until the
earlier of (a) the sale of the maximum offering, or (b) two years from the date of this
memorandum; provided, however, the Company reserves the right to amend, modify and/or
terminate this offering if the Company changes its operations or method of offering in any

material respect. See “Description of Securities” and *“Plan of Distribution.”
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THE NOTES ARE SPECULATIVE AND INVESTMENT IN THE NOTES
INVOLVES A HIGH DEGREE OF RISK. SEE “RISK FACTORS.”

THE NOTES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER

THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT”), OR APPLICABLE
STATE SECURITIES LAWS, NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE REGULATORY AUTHORITY REVIEWED,
APPROVED OR DISAPPROVED THE ACCURA(;.Y%R ADEQUACY OF THIS
UM OR ENDORSED THE

CONFIDENTIAL PRIVATE OFFERING MEM%“
MERITS OF THE PLACEMENT OF NOTESE@ANY REERESENTATION TO THE

K5

CONTRARY IS UNLAWFUL. THE ngﬁl;ﬂs ARE OFEERED PURSUANT TO
EXEMPTIONS PROVIDED BY SECT@ %4(2) OF THE A@éi'“ REGULATION D

AQEE TO THE COMPANY AND ITS

‘—‘2"—.‘ 2

i
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] Offering Underwriting Proceeds to the
Price (1) Commissions (2) Company (3)
Note $50,000 -0- $50,000
Total Minimum Offering | $500,000 0- $475,000 |
Offering Maximum $50,000,000 -0- $49,975,000

(2) The Company’s President, Denny J. Chighiclg’is making the pnva o lacement of the Notes
on behalf of the Company. Mr. Chitti e ill DE‘%&W& an)} -égiz;s commission in

&
;3

4 Ig,jpﬁny reserves ﬂlggi'féht to pay costs
' approved custodian to facilitate

il
» IRA ‘%ER,IRA ROTH IRA and KEOGH

ount. z‘f{%

procedures by investors using qua]lﬁéd ﬁmdg% .
Plans), up to one perceh"f(i%) of the Pt i c1pal Ngo :

@)

T (c) 602-469-3001
(f) 602-532-7737

iii
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THE NOTES ARE OFFERED ONLY TO PERSONS WHO ARE: (1)
“ACCREDITED INVESTORS” WITHIN THE MEANING OF RULE 501(a) OF
REGULATION D PROMULGATED UNDER THE ACT AND APPLICABLE STATE
SECURITIES LAW; (2) ABLE TO BEAR THE ECONOMIC RISK OF AN
INVESTMENT IN THE NOTES, INCLUDING A LOSS OF THE ENTIRE
INVESTMENT; AND (3} SUFFICIENTLY XNOWLEDGEABLE AND EXPERIENCED
IN FINANCIAL AND BUSINESS MATTERS TO BEé%?.zBLE TO EVALUATE THE
MERITS AND RISKS OF AN INVESTMENT IN Tl I OTES EITHER ALONE OR

S mHAT THE INVEST@  MEETS ALL OF

e

RIBUT:}N OR RESELLING ANY OF

x;w .5'-...3

RIGHT TO PURCHASE NO’EES AS DESCRIBED HEREIN IS NOT ASSIGNABLE.

TO ENSURE “COMPLIANCE WITH CIRCULAR 230 GOVERNING
STANDARDS OF PRACTICE BEFORE THE INTERNAL REVENUE SERVICE,
POTENTIAL INVESTORS ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION
OF FEDERAL TAX ISSUES IN THIS MEMORANDUM 1S NOT INTENDED OR
WRITTEN TO BE USED, AND IT CANNOT BE USED BY A POTENTIAL INVESTOR,
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON A
POTENTIAL INVESTOR UNDER THE INTERNAL REVENUE CODE; (B) SUCH

iv
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DISCUSSION IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF
THE NOTES OFFERED HEREBY; AND (C) POTENTIAL INVESTORS SHOULD
SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN

INDEPENDENT TAX ADVISOR.

CERTAIN  “REPORTABLE  TRANSACTIONS” REQUIRE  THAT
PARTICIPANTS AND CERTAIN OTHER PERSONS FILE DISCLOSURE
STATEMENTS WITH THE IRS, AND IMPOSE SIGNLF;GENT PENALTIES FOR THE
FAILURE TO DO SO. AN INVESTOR (AND EACH EMP‘LOYEE REPRESENTATIVE,

ﬁ'—rm:.

PERSONS, WITHOUT LIMITATION OFA&Y

@Hmﬂif%,AWs
LN =

THE INFORMATION' A" FORTH IN IT IS CORRECT AS OF ANY TIME
SUBSEQUENT TO THE DATE HEREOF.

THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM HAS BEEN
PREPARED SOLELY FOR THE BENEFIT OF CERTAIN INVESTORS TO WHOM IT
HAS BEEN DIRECTED. A PROSPECTIVE INVESTOR, BY ACCEPTING DELIVERY
OF THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM, AGREES TO
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RETURN THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM AND ALL
ENCLOSED DOCUMENTS TO THE COMPANY IF THE HOLDER DOES NOT
UNDERTAKE TO PURCHASE ANY OF THE NOTES OFFERED HEREBY.

PRIOR TO THE SALE OF ANY NOTES OFFERED HEREBY, THE COMPANY
WILL MAKE AVAILABLE TO EACH INVESTOR THE OPPORTUNITY TO ASK

QUESTIONS OF AND RECEIVE ANSWERS FROM MR. CHITTICK CONCERNING
ml’

THE TERMS AND CONDITIONS OF THIS O FERING AND TO OBTAIN
ADDITIONAL INFORMATION NECESSARY TO'.VE%}FY THE ACCURACY OF THE

DOCUMENT APPEJ&RIN LSEWHERE. IN CASE OF A CONFLICT BETWEEN
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM AND SUCH
AGREEMENTS OR DOCUMENTS, THE AGREEMENT OR DOCUMENT, AS THE
CASE MAY BE, SHALL GOVERN. REFERENCE IS MADE HEREBY TO THE
COMPLETE TEXT OF ALL DOCUMENTS RELATING TO THIS PLACEMENT
THAT ARE DESCRIBED HEREIN. A COPY OF ALL DOCUMENTS AND
AGREEMENTS SO DESCRIBED BUT NOT INCLUDED HEREIN WILL BE MADE

vi
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AVAILABLE TO A PROSPECTIVE INVESTOR AND I'TS COUNSEL, ACCOUNTANT
AND ADVISER(S) UPON REQUEST.

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR ANY PRIOR OR
SUBSEQUENT COMMUNICATIONS FROM THE COMPANY OR MR. CHITTICK
OR THEIR AFFILIATES AS LEGAL OR TAX ADVICE. EACH INVESTOR SHOULD
CONSULT HIS, HER OR ITS OWN COUNSEL r COUNTANT AND OTHER

'sUCH TAX TREATMENT AND TAX STRUCTURE.
'r UCTURE” IS“LIMITED TO FACTS RELEVANT TO

vii
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MEMORANDUM SUMMARY

The following summary should be read in conjunction with, and is qualified in its entirety

by the more detailed information appearing elsewhere in this Confidential Private Offering

Memorandum.

The Company

DenSco Investment Corporation, an Arizona corporation (the “Company”), is an Arizona
corporation, which has been in operation since April, 2001. In the ten years of operation from
Aprl, 2001 through June, 2011, the Company has engaged in 2622 loan transactions. The
Company has been and will continue to be engaged primarily in the business of making high-
interest loans with defined loan-to-value ratios to residential property remodelers (“Foreclosure
Specialists™) who purchase houses through pre-foreclosure process and foreclosure sales, all of
which are secured by real estate deeds of trust (“Trust Deeds”) recorded against Arizona
residential properties, but the Company will not Jimit its efforts to this niche. In connection with
its business, the Company will seek to maintain a diversity of builders, loan size, back-office
commercial properties, medical offices, strip commercial centers, high-end specialty and custom
residential properties and construction locations. The Company does not intend to exceed a
maximum loan size of $1,000,000.00. The Company intends to maintain a loan-to-value ratio

below 70% percent in the aggregate for all loans in the loan portfolio.

The Company’s office is currently located at 6132 W. Victoria Place, Chandler, Arizona
85226. Tis current telephone number is 602-469-3001.

The Offering

Securities: The Company is offering the first $500,000 in principal amount of Notes
on an “all-or-none, best efforts basis” and on a “best efforts” basis with
respect 1o the remaining $49.5 million in principal amount of Notes. In
addition to the Company’s President’s (Denny Chittick) initial capital

contribution to the Company, Mr. Chittick maintains a $1 million

683856.4
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investment in the Company at all times, This investment takes the form of
Notes, Therefore, depending on the maturity of the Notes currently held
by Mr. Chittick, the minimum offering may be met with his investment
only. The interest rates of the Notes will vary and will depend on the
denomination of the Note and the term selected by the investor. The Notes
are offered in denominations ranging from $50,000 to $1,000,000.00,

increasing in additional increments wigh, a minimum of $10,000. The

Notes are paid “interest only™ dur

outstandmg Notes, See *“Use of

X

ap mmaiely equal to the amaunt of the’

federal éﬁd api;‘ii?éble state securities laws, and may only be made

. personalﬁ"'by a principal of the Company to a qualified investor who

‘=mtends to hold the investment to maturity. See “Description of

......

Risk Factors: An investment in the Notes involves a significant degree of risk. Only
investors who can bear the economic risk of such an investment should

purchase the Notes. See “Risk Factors™ and “Investor Suitability.”
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Use of Proceeds: The proceeds of the offering will be used as working capital primarily for
lending secured by, and the purchase of, Trust Deeds within the gnidelines

set by the Company. See “Use of Proceeds™ and “Business.”

Plan of Distribution: Notes may be purchased directly from the Company without commission.
The Company intends to make a continuous offering of the Notes until the

earlier of two years from the date of ﬂu‘gmemorandmn or upon the sale of

the maximum oﬁ‘enng of $50 mlﬂmn pmv1ded however, the Company
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BUSINESS

The Company was incorporated in Arizona on April 30, 2001 and is engaged primarily in
the business of funding Foreclosure Specialists, who purchase houses through the preforeclosure
process, and at foreclosure sales and through a sale of REO properties (Real Estate Gwned by a

finapcial institution after a foreclosure) or short sale transactions.

Target Markets and Potential Future Markets

The Company will target the funding, rapdvpurchasmgtg\gﬂ‘mst Deeds to qualified

S
purchasers of foreclosed homes and quahﬁcd” b*mlders of Arizona cbémerclal and residential

exceed 70 percent (70%) and the curn ; yi el nt-(18%) or greater. Most of these

par BT g

Ve short term maturmes

purchased loans w1ll ha Spg year), and under certain

pass through additional costs

circumstances, Con'ip' y may chaxge a hlgher méerest T
incurred on short- term loa.ns Most Trust Deeds wﬂl range in size from $25,000 to $500,000,
estJoan size is riot mtended to exceed §1 000 000. Each loan will be secured by its

f_,’/y iz

underly‘mg “real propertngir in rare mstances ﬁeparate real properties) as well as by personal

ved in the ¢t 1:ruct10n>p ojects and personal guaranties (as determined on a case

by case bas1s}i<The loans aré wntten to'be repaid in six months and all loans are structured to
require menthly mterest paymerfts* A majority of the loans are paid back within three months;

however, some loans’ are allowed 10 be extended on a case by case basis.

For lending to Foreclosure Specialists who purchase foreclosed homes prior to or at the
foreclosure sale, the Company will target remodelers, contractors and other entities engaged in
this niche real estate market, but the Company will not limit its efforts to this niche. The
Company intends to have these Trust Deeds have loan-to-value ratios, no greater than 70 percent
but with an objective goal of 50 percent to 60 percent. The Company anticipates that the

minimum loan size will continue to be $25,000, and the maximum lean size will continue to be

200052523.1 43820/166603

DIC0008743



$1,000,000. The values of these homes are determined to be based on the value to which they

will appraise at or sell for on the retail market.

For lending on commercial projects, the Company will target established, reputable
contractors and developers who are developing back-office commercial properties, medical and
other professional offices, strip and pre-sold commercial centers, multi-unit apartment
complexes, build-outs and high-end specialty projects on Arizona}land they own or have rights to

%€ loan-to-value ratios, no greater

purchase. The Company intends to have these Trust Deeds;]
than 65 percent but with an objective goal of 50 percen%g,ﬁ%%fcent The maximum loan size
is intended to be $1,000,000, with subordmated:?arﬁmpahoﬁ

projects, which will probably obligate the Corﬁgany to act on behal’é:tgg the other participating
lenders. The Company intends to dlrectly (tﬁ’r_pugh an oﬁicer or em__rloyee) or mduectly

m other lenders for larger

pre-sold homes to bulld for quahﬁed buyers e Compalnyhalso plans to finance builders’

models, bu11ders “spec” ‘homes and those pro"e,cts that are highly marketable and have
substanti '_buﬂder equity. Most of these borrowers tnay qualify for conventional bank financing

but they
service and. personal relanonshxps with Mr Chittick. The Company will not lend to natural

ﬂmay use the Company because of the fastcr financing, competitive over all costs, better

persons for persbnal family or household purposes

The Company‘ may elect to participate as an equity partner in some projects should the
benefits warrant the risk. From time to time, a default occurs on a loan and the Company needs
to conduct a Trustee’s Sale or accept a Deed In Lieu of Foreclosure on the real property securing
aloan. As such, if the Trustee conducting the Trustee’s Sale does not receive a bid in excess of
the Company’s credit bid {in the amount of the loan, acerued interest and costs) at the Trustee’s
Sale, the Company becomes the owner of the subject real property. The Company intends to sell
such properties as quickly as possible in an effort to minimize resulting costs and losses, and to

maintain a diversified financing operation. However, the Company reserves the right to lease

5
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any property obtained through a Trustee’s Sale or a Deed in Lieu of Foreclosure until the
Company determines that the property can be sold at a sufficient price. The Company may
diversify its financing operations in the future to include other areas of finance. The Company
does not anticipate entering any non-Arizona market without first attempting to contact the

significant Note holders and discussing this market with them.

Cash Flow

piret ased"v"xI‘

34

E 3;’..;

intends to ha ) officer, employec or “in authorized representative conduct a due diligence
review by 1nterv1ewmg its ownﬁr, verifying the documentation and performing limijted credit
investigations as are deemed appropnate by the Company and visiting the subject property in a
timely manner. For purchases of foreclosed homes, the properties are inspected after purchase,
before or during rehabilitation and after rehabilitation to insure the property is improved to a
marketable condition. The Company will not make residential loans to natural persons for

personal, family or househeld purposes.
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Funding and Purchase of Loans
The Company reserves the right to approve or decline the funding of each direct loan or

the purchase of each Trust Deed submitted for purchase.

Collections
The Company services the contracts it purchases and ogiginates. If a customer misses a

E

payment without making satisfactory arrangement prior ta;ﬁl“ ue date, the Company’s policy

will be to contact the customer within three to five day; _%é}?n wwatch the account closely until the

,—,—rm oD Li&.

payment or satisfactory arrangement has been mg(ﬁ %At the” ’&1§‘@rehon of the Company, the

Company’s normal documents provide that a at%-élmge of ten pe em_ of the interest amount

due is to be assessed on a delinquent paymanf ‘t}ig;#s not cured within fi ﬁays If payment on a
o]

may elect not to begin foreclosure pré‘bé\ed*

contract for sale or is m the prpcess of belﬁg

=z

rf;ﬁn %3

assocxated wﬁh a Trustee’s Sale. Upon the Company
C 1 Deed in Lieu or a Trustee’s Sale, the Company will
decide either to‘inarket the sub_]ﬂ t proPerty at retail, which may require additional monies to
improve the property to rctall re;arfy condition, or to wholesale the subject property “as is.” The
Company may also decx&e 10 re‘nt the subject property as an investment property. If applicable,
the management of the rental properties will be maintained by a professional management

company chosen by the Company.
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Regulation

The financing of construction loans and other types of real estate transactions are
regulated by various federal and state government agencies, including the Arizona Department of
Financial Institutions. Arizona Revised Statues §§ 6-901 to 910, §§ 6-541 to 948 and 6-971 to
985, and regulations issued thereunder, have specific mortgage broker and mortgage banker
licensing and operating requirements. The Company’s management believes that it is not

required to be licensed by the Arizona Department of Fman i

or a mortgage banker nor under certain federal laws su

I ii‘g)g 2.

only receive penod:c mterest resultmg @;n tﬁé?ﬂﬁp;watmn S s:the note rate of interest to the

agement 'f'f_ll

'-'H"{
as either z‘ﬁ'",

customary mortgage broker fee

services in COnnectzon w1tH “ifsr%

Certain federdl laws aﬂa regulations, such as the Truth-in-Lending Act, Real Estate
Settlement Procedures Act and others contain specific requirements for lenders seeking to make
loans to certain types of borrowers, which may or may not be secured by certain types of
residential real property. Most of these statutes and regulations apply to transactions only if the
loans are made to natural persons for personal, family or household purposes. The Company

will not lend to natural persons for these purposes.
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If new regulations are issued by the U.S. Federal Housing Administration (the “FHA™) or
if a more strict interpretation of the current FHA regulations is implemented in the future, such
regulations could reduce the demand for the Company’s loans from Foreclosure Specialists

which could impair the Company’s ability o keep all of the proceeds from this offering fully

mvested in loans with borrowers.

Other states in the West have instituted additional restgictions concerning loans secured
by private real estate, which are commonly referred to datory mortgage lending laws.”

Although Arizona has not passed a simiiar statute, % visions may come into effect in
-u’

Commission (“SEC™); P,},J;?ES

,. s

amended. The Adwsers Act and th ».3'

SEC and/or ﬂ‘;é‘ S?ﬂtc; of Arizo“ In addltlon even if the Company were deemed to be engaged
in the business of ‘;grt?""'lqiing investient advice for compensation, the Company anticipates that it
would exempt from réglgf}:ap his a “private investment adviser” under rules and regulations of
the SEC and/or the State of Arizona given that the Company has fewer than the threshold

number of clients that would trigger registration with the SEC and/or the State of Arizona.
Under the Dodd-Frank Wall Street Reform and Consumer Protection Act (“Dodd-Frank

Act™), the “private investment adviser” exemption was eliminated and replaced by a number of

other specific exemptions. As directed by the Dodd-Frank Act, the SEC is currently preparing
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the final rules (the “Rules™) that will provide guidance as to the applicability of the additional
specific exemptions that replace the “private investment adviser” exemption. The Company
expects that the SEC will issue the Rules during this offering; however, until this occurs, the
Company cannot determine whether it will be required to register as a result of the Dodd-Frank
Act and the Rules promulgated thereunder. Should the Rules require the Company to register as
an investment adviser, the Company intends to take the necessary steps to register as an

investraent adviser with the State of Arizona and/or the SEC within the time frame outlined in

such Rules.

Diversity of Risk

values and conditions in m

it can reduce riskih;

n addifion, the Company intends to maintain general loan-to-

ge from 50 percent to 65 percent (but it is intended not to

exceed 70%), to help p;g‘t 1 ompany’s portfolio of loans. Further, all loans are relatively

short term.

Because of these varying degrees of diversification, the relatively short duration of each
of the loans, and management’s knowledge of the Phoenix metropolitan area market, the
Company’s managemenl anticipates that it will not experience a significant amount of losscs;
however, there can be no assurance that the Company will not experience such losses. Mr.
Chittick, individually, has made or participated in approximately 2800 Joans secured by real

10
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estate over the last fourteen (14) years. As of the date of this Memorandum, Mr. Chittick and the
Company have collectively experienced 44 loan defaults that required mitiating a Trustee’s sale
process, with seven of such loans being settled prior to the Trustee Sale auction. Various
borrowers have conveyed seven properties to the Company pursuant to a Deed in Lieu. To the
extent the Company deems necessary, the Company intends to use the services of outside real
estate lending consultants to assist in evaluating any loan or the security for the loan to reduce

the risk of a loss of principal due to the default of a real egfate loan by a borrower and the

resulting foreclosure upon the security for the loan.

cottsurnmation of the offering and sale ofd

. . . . !
representative and advisers, the opportunity to“asksquestions and receive

£,

i1
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RISK FACTORS

An investment in the Notes offered by the Company involves a significant degree of risk.
The securities offered hereby should not be purchased by anyone who cannot tolerate significant
risk, including the possibility of losing their total investment in the Notes. In analyzing a
possible investment in the Notes, prospective investors should consider carefully the following

Jactors, together with the information contained elsewhere in this Memorandum.

Operating History

In the Company’s ten year operatin
completed in excess of 2622 loan transactions
ten years, the evaluation of prior comlgany perform
in time. Accordingly, there can be@nﬂ‘"a_ surance that

,'b ol
operate and achieve these resulis on %ﬁ )

ability to repay the Note,’g;

utatit‘)‘irf“ and availability of funds and the length of time it takes to

o
approve a loan. The co funds to many of our competitors is typically lower than the
Company’s, allowing them to compete for borrowers on better terms, such as interest rates,
which is a significant component of loan cost. The competition usually has lower costs on
longer-term loans. The Company’s higher cost of capital and lending rates may result, in part, in
the Company acquiring Trust Deeds and lending to borrowers who are unable fo obtain financing
from these larger competitors. In some cases, these types of borrowers have weaker credit

worthiness than other borrowers, which could expose the Company to a greater risk of

12
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nonpayment of its loans by borrowers. See “Business-Target Markets and Potential Future

Markets.”

Ability to Generate Sufficient Cash Flow to Service the Outstanding Notes

The Company’s ability to generate cash in amounts sufficient to pay interest on the Notes
&
and to repay or otherwise refinance the Notes as they matureé depends upon the Company’s

receipt of payments due under the loans that are in the Cff)ﬁipany‘s portfolio. The Company’s

tonomic condifions and .certain

financial performance and cash flow depends upon pf"é_yéfilin

vis conrol. These factors

areas in which the

s forced the Company 16 éhange how it operates, which is

payments under ifs- loans rather then allowing the interest to

Stiored her

Ll A

Decrease in Value of Collateral for the L.oans in Company’s Portfolio

The Company is responsible for collecting payments from loan obligors and for
foreclosing under an applicable Trust Deed in the event of default by an eobligor. If the Company
is forced to conduct a Trustee’s Sale to obtain ownership and possession of a property securing a

loan, the value of the property may have decreased between the time that the outstanding loan

13
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was initially made to the time of repossession pursuant to a Deed in Lieu or a Trustee’s Sale.
Consequently, the Company’s sale of such property may result in a loss as a result of the amount
owed to the Company being in excess of the value received by the Company pursuant to a
subsequent sale of the property. Accordingly, an investment in the Notes offered hereby
involves substantial risk and Notes should not be purchased by anyone who cannot tolerate

substantial risk, including the possibility of losing their total investment in the Notes. There can

be no assurance that the Company will be able to continue tezoperate and repay the Notes as

-'t\f'\

enough revenues: tn service its de’bt obligations, including the Notes. Accordmgly, the Company

will continue to rely upon rep !}orrowers word of mouth referrals and the referral network of

outside mortgage brokers-#fid-consultants that Mr. Chittick has developed. See “Business-Target

Markets and Potential Future Markets.”

Demand for Real Estate Loans

The Company’s success depends, in part, upon its ability to continue to develop and

achieve growth in its real estate lending operations and to manage this growth effectively. In
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formulating and implementing its business plan, the Company relied on the judgment of its
officer and consultants, and on their research and collective experience to determine customers,
marketing strategy and procedure. The Company has not planned, conducted or contracted for
any independent market studies concerning the anticipated demand for the Company’s real estate
lending services. Although the Company has reviewed general reports concering the number of
houses being built, houses for sale, jobs created and people relocating to Metropolitan Phoenix,
the Company has not reviewed any specific analysis concerning the demand for its niche in real
estate lending. Although Mr. Chittick and the Company ha_f de;veloped a network of qualified

crow officers, there can be no

borrowers and referral sources of current borrowe;gg;?yn
assurance that there will continue to be sufficient geﬁgﬂd for 1o v qualified borrowers. To
the extent that there is insufficient demand for ]om%s by qualified b Iﬁa’wers, this could have an
adverse effect on the anticipated demand for the’zCOmpany L real estate le l?ih_g services and limit
ok 1o make sched%;ed interest and

“Business-Target Markets and Potential

the Company in its efforts to ge
principal payments on the Notes neéét
Future Markets.”

pursue contmuedﬂ’ﬁowth throu’ : its business contacts, marketing capabilitics and marketing
alliances. As the C m any ce" nues to grow, the Company will need to expand 1its resources

and systems to manage growth, but there can be no assurance that the Company will

continue to be able to grow in the future or to even manage this growth effectively. Failure to do
50 could materially and adversely affect the Company’s business and financial performance. See

“Business,” and “Management.”
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No Sinking Fund Provision; No Separate Loan Loss Reserve; Lack of Governmental
Insurance

The Notes represent general obligations of the Company and will not be subject to
redemption through a sinking fund. Although the Company does not currently maintain a loan
loss reserve fund, the Company’s Management tries to maintain an allowance for losses as part
of the Company’s general assets at a level that Managementi believes is adeguate to absorb any
anticipated losses. At this time, the Company reserves the nghLIo maintain such reserve in the
Company’s discretion, but the Company has no plans to cu:&éﬁﬂy implement a separate loan loss
reserve fund. As a result, the risk of loss on the NotesHs r than would be the case if the
Notes were backed by a sinking fund or if the Cg) any funde ‘%inaintaiued a separate loan

mthe No’[es as they mature, including the initial principal
r@/.-

ote and all accrued and’ unpald interest. However, the Company has the right

balance of edé
to redeem the Note,s at any time prxor to maturity upon 30 days’ written notice to the Noteholder.

In the case of early rede' tion, the Company has the absclute discretion to select the Notes that

it will redeem, and there 18 ‘s requirement that Notes be redeemed from Noteholders on a pro
rata or any other basis. Notes redeemed prior to maturity would prevent Noteholders of the
Notes called for redemption from receiving the anticipated return on such Notes. See

“Description of Securitics.”
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Proceeds From Subsequently Issued Notes May Be Used to Repay Earlier Maturing Notes

The Company may be dependent upon the proceeds of subsequently issued Notes to
repay earlier maturing Notes. If sufficient proceeds from such subsequently issued Notes are not
raised, the Company would rely on its cash reserves, its operating capital and proceeds from the

sale of Trust Deeds to repay the earlier maturing Notes. Such funds may be insufficient to repay

the earlier maturing Notes, in which event the Company may be unable to repay such Notes or

}untxes depending upon market

O

conditions and other factors Notes outstanding at any given time will not be modified to reflect
the terms and CODdIthDS of such subsequently issued Notes. Therefore, any particular investor

ik

risks mwa'stmg n thet Notes on terms less favorable than may be available at later dates to future

upon on the date of 'f,élsuance, iri significant part, by the demand for funds and the competitive

environment in the foresedable fisture by the Company. Since the interest rate the Company may
charge for jts loans to its customers is limited by competitive and other factors, the Company
may not be able to increase the interest rates charged on its loans to compensate for increases in
its funding rate to investors. Similarly, the Company may not be able to decrease the funding
rate to its investors to compensate for decreases in the interest rates charged on its loans to its

customers. Also, market forces could eliminate the interest rate difference beiween the interest
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rate paid to Investors and the imterest rate charged to the Company’s customers. See

“Description of Securities.”

Value of Company’s Assets

The Notes, together with all other outstanding Notes and all other advances or liabilities
)}%ﬁhbe unsecured as to any and all
,gany s Assets™). There can be no

owed by the Company to any holder of an outstanding Not

assets owned by or later acquired by the Company (the ;;,(;:

assurance that the proceeds of any sale of the Com)pﬁﬁ)*’S ASSe }!; ursuant to and following an
Event of Default (as defined in “Description 0,_f 'éf‘:untles”) w&}l{iﬁbe sufficient to repay the

Notes. In addition, investors in the Notes wﬂ e no ability to caus‘; 'ct_s‘ale of Company assets.

A_aw‘fr‘ v

payi nts frorn loan obligors and for

foreclosing under the apphcable Trust Deed win the event of default by an obligor. If the
the Company may have to inject additional

repossession of ti§-collateral secifti

to comply with all apphcable 1aWS any failure to comply may subject the Company to severe

monetary damages or p’enaltles and may result in administrative or judicial action against the

Company. See “Bumness-Regulanon.

No Assurance of Conventional Financing for the Company’s Operations

In addition to Note proceeds, the Company may establish lines of credit or obtain various

forms of financing from a financial institution or any other person or entity. The Company’s
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management believes that during the past few years, conventional financing for speculative
business enterprises, such as the Company’s lending operations, has become more difficult to
obtain. If regular, continued sale of the Notes is not successful, and the Company is not able to
obtain sufficient financing from other sources, the Company may be forced to sell Trust Deeds
and/or loans in its portfolio to pay maturing Notes as they come due. Mr. Chittick has provided
liguidity to the Company through an equity line of credit in the past and he intends to do so in the

future. When Mr. Chittick advances funds to the Company ﬁ@m this equity line of credit, Mr.
mpmpany Funds advanced in this

Chittick draws an interest rate of 12% per annum from

manner are generally only short term (3-5 days). If,rizﬁ

conventional financing, the lender will probabl &ecure its loaggthrough Mr. Chittick to the

’ﬁ‘,.éﬁ?ets including thét hust Deeds. The lender’s

Jhe mvesto;s in the N”i‘%s which puts these

N

ould be able t .;ggccwe sufficient

Cﬂﬁ% any were to require additional

Company by requiring a liep on the Compang

lien would have priority to any claims of an

investors at risk. There can be no assurance the

proceeds from the sale of the lo(aig{_
applicable, and to repay all of the outst

“Description of Securities.{’."

N
2t

Regulation

rBEé‘ause it will' not make loans for personal famﬂy or household purposes, the Company

belleve; fﬁhas structured 1ts operatlfms to be exempt from various federal and state regulations,
and parucula‘rlyi‘rom regulatlons affectmg.-]endmg and financial institutions. If it is determined
that the Compeiﬁ'yi" has not simcmrcd its operations so that it is exempt from regulation, the
Company could become subject to extensive regulation, including the Truth in Lending Act, the
Homeownership and Equity Protection Act of 1994, the Equal Credit Opportunity Act, the Fair
Credit Reporting Act, the Real Estate Settlement Procedures Act and the Home Mortgage
Disclosure Act, as well as various state laws and regulations. Failure to comply with any of
these requirements or any similar state law requirement, may result in, among other results,
demands for indemnification or repurchase, rescission rights, lawsuits, administrative
enforcement actions and civi] and criminal liability. In addition, there can be no assurance that

existing regulations will not be revised to govern the activities of the Company as currently
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structured. Compliance with existing or future regulation could be costly and could materially
and adversely affect the operations of the Company. See “Business — Regulation,” including the

predatory mortgage lending discussion contained therein.

FHA Regulations

If new regulations are issued by the Federal Housmégﬁ?dnumstrauon or if a more strict
i

interpretation of any of its regulations is Implemented*ffgﬁ":__#é future, such regulations could

reduce the demand for the Company’s loans from proggegévc h%m)wers which could impair the
Company’s ability to keep all of the proceeds ﬁeﬁé&ns offering ﬁfﬁgmvested See “Business —
Regulation.” ’gﬁ S

.,v

assurance that the Company will be successfu.l m the continued placemem of the Notes i a

manner suﬁicrent to satlsfy its cash flow re: uuement‘s to continue funding loans to its borrowers.

Absence of Pul;lii: Market/ Noﬁi?Transferability of Notes

The Notes have not .be,?n ;'egistered under the Act or any state securities law and, unless
so registered, may not be ‘offered or sold except pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Act and applicable state securities
laws. The Company does not intend to register the Notes under the Act or any state securities
law. In addition, the Notes are non-transferable without the prior written consent of the
Company, which consent may be withheld in the Company’s sole discretion. Accordingly, there

is no public or private trading market for the Notes, and it is highly unlikely that a trading market
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will develop. The Company has no obligation to make any effort to cause a trading market to
develop and does not intend to take any actions to cause a trading market to develop.
Accordingly, and because the restricted nature of the security prohibits the purchase of the Notes
for any purpose other than holding to maturity, an investor in the Notes must anticipate holding

the Notes to maturity. See “Description of Securities.”

Impact of Change in Economic Conditions

An unforeseen change of general economic dﬁgﬁﬁto particularly in Arizona and

the southwestern United States, may adversely 1@5& the Compansi
generate sufficient operating income to sahsfi"% its debt obhgations,
under the Notes as they become due. The Compa.ﬁn;"@mntams:@e right to fdmt the interest paid

in subsequently offered Notes and ¢ g Notcs offet: ‘:‘_wﬁ ﬁ(pé’Ey with 30 days Wntten notice. In

s business and its ability to
‘Iudmg its obligations

there can be no assurance e that the Company ﬁ"ﬂt &*Jble to-‘OpErate as planned during penods of

such fluctuation or ad_]ust Jts opera’ﬂons to avom},»;he impact of such changed conditions. See

r,« .J

“Busmess-Target Markets and Potentlal Fufur Mar \k%%}s

The Companjr"is depend it on the continued services of Mr. Chittick. The Company’s

ability to continue its lendmg Operations would be significantly and adversely affected by the
loss of Mr. Chittick if a quahﬂed replacement could not be found without undue delay.
Although Mr. Chittick occasionally uses the services of outside consultants who have assisted
Mr. Chittick in limited absences, it is unlikely that an outside consultant would be able to
perform Mr. Chittick’s duties as successfully as Mr. Chiftick has done. If Mr. Chittick is
disabled or unavailable for a long period of time, Mr. Chittick has developed a contingency plan

for a consultant to wind down the Company’s business, but there can be no assurance that such
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plan will be successful. See “Management-Contingency Plan in the Event of the Dezth or
Disability of Mr. Chittick

Management’s Outside Interests and Conflicts of Interest

Mr. Chittick may maintain some activity in personal investmenis outside of the Company
and he may manage similar types of outside portfolios as those maintained by the Company.

Some of the Company’s outside consultants who occasiog trassist Mr. Chittick also make

AT
investments in loans secured by deeds of trust. In e}% ] , Mr. Chittick invests in similar

o)
Lo

O The Company is not regmtered, and dées not mtend to register, under the Investment

Company Act of 1940 in rehanée 1rpon an e)téfusmn from the definition of an investment

result, the operation and conduct of the

Compa *s business wi M.,be subjéet, to substa?it:ally less federal and state regulation and

ot

superwsmn “than a reglstenad'- nves é;;t company. If the Company was subject to the

Investment Company Act of 19“0 the Company would be required to comply with significant,
ongoing regulation which would have an adverse impact on its operations. This could ocour if a
significant proportion of the prot:eeds from the sale of the Notes were invested in short-term debt
instruments for longer than a one-yea.r period. The Company intends to take al] reasonable steps

to avoid such classification. See “Business.”
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No Protections From Investment Advisers Act of 1940 or Analogous Arizona Law

The Company is not registered or licensed, and does not intend to register or become
licensed as an investment adviser with the State of Arizona or with the SEC pursuant to the
Investment Advisers Act of 1940 because the Company’s management believes that the
Company is not engaged in the business of providing investment advice for compensation.
Accordingly, the operation and conduct of the Company’s busmess will be subject to less federal

and state regulation and supervision than a registered inve. “’ﬁ% adviser. If the Company was

subject to the Investment Advisers Act of 1940 or th gous Arizona law, the Company

L
would be required to comply with significant, opggng reﬁ%ajlon which could cause the
Company to incur additional costs, adversely @}%‘ﬁng its operatrﬁs Thls could occur if the

estment advice for

e business of pmwdm

compensation and the Compaity cannot avail itseft

Company were deemed to be engaged in

the prfﬁ%te mvestmen_"adwser exemption
i
under Arizona law or the forﬂlcommg@x_emphons undsEthsRules to be promuf‘g&’ted by the SEC
“;;,,

pursuant to the Dodd-Frank Act. The'; T m}};gtends to"l%texall reasonable steps to avoid such

hin,

classification. See “Business.”

{he tnanagement of the Company because Mr.
s lutsfanﬁii)g shares of common stock of the Company. See

."i,' 7
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Difficulties and Costs of Continuous Offering

Until the maximum offering proceeds are attained or the Company terminates this
offering, the Company expects to offer the Notes for placement on a continuing basis for two
years from the date of this Memorandum unless the Company changes its operations or method
of offering in any material respect prior to the expiration of the two year offering period. See

“Plan of Distribution.” In order to continue offering the Notes during this period, the Company

Memorandum as requu'ed could result in the Comgaﬂ%%bemé‘sgblect to a claim under Section

na corp@ﬁhons may include provisions in their articles of

4'3',.r

tbrs and ofﬁc;ers of monetary llablhty for breach of their

The Company’s Articles of Incorporation provide that the Company’s directors are not
Jiable to the Company or its shareholders for monetary damages for the breach of their fiduciary
duties to the fullest extent permitted by Arizona law. The Company’s Bylaws provide that the
Company may indemnify its directors and officers as to those liabilities and on terms and

conditions permitted by Arizona law including the payment of expenses incurred by a director or
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officer in advance of final disposition of the proceeding following the furnishing of certain

written representations.

Notes Are Unsecured General Obligations

The Notes are unsecured obligations of the Company, and Noteholders will be general
unsecured creditors of the Company. The Notes do not limi sthe Company’s ability to obtain

igm{;ﬁany’s ability to grant such other

additional capital from other sources and do not limit th

financing sources liens or other security interests 1;}} mpﬁjfég assets and other property. If

gy

%i%'.‘nkruptcy or xh‘e; hqmdatmn scenario. Title 11 of

\.!' J,‘IJ

a'm;%;;, bh s
F Eeneral unsed‘hred CI‘SdIt 51,

;‘#f =

Noteholders will recéiye any pa

‘-ed‘- i

creditors of the Company@xceeds

lending policies and .‘ther p011c1 “with respect to growth, operations, debt and distributions, will

odf

be determined by the C éﬂp ny’s management. The Company’s management will be able to

amend or revise these and other policies, or approve fransactions that deviate from these policies,
from time to time without a vote of the Noteholders. Accordingly, the Noteholders will have no
control over changes in strategies and policies of the Company, and such changes may not serve
the interests of all the Notehelders and could materially and adversely affect the Company’s

financial condition or results of operations.
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Issuance of Additional Debt and Equity Securities

The Company will have authority to offer additional debt and equity securities for cash,
in exchange for property, services or otherwise, The Noteholders will have no preemptive right
to acquire any such securities. Further, the Company is not subject to any agreement that limits
or restricts the amount or the ferms of additional debt that the Company may incur in the firture.
To the extent that the Company incurs debt and grants its cre"'ciﬁ;{%rs security interests in or other
liens upon the Company’s assets or other collateral, thos other creditors would enjoy priority in

a.'luf;r re%h:zable from such collateral.

right of payment compared to the Noteholders, up 1o

Conceniration of Leans in Arizona

&2,

The Company's portfolio ES%}QY

Ly

Company’s operations and financial céndity

Possible Inadequacy of Aﬁbﬂ\;’ances for Loan Losses

The Company’s allowance for losses related to the loans is maintained at a level
considered adequate by management 1o absorb anticipated losses, based upon historical
experience and upon management’s assessment of the collectibility of loans in the Company’s
portfolio from time to time. The amount of future losses is susceptible 1o changes in economic,

operating and other conditions, including changes in interest rates that may be beyond the
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Company’s control and such losses may exceed current estimates. Although management
believes that the Company’s allowance for losses related to the loans is adequate to absorb any
losses on existing loans that may become uncollectible, there can be no assurance that the

allowance will prove sufficient to cover actual losses related to the Joans in the future.

Broad Management Discretion as to Use of Proceeds

The net proceeds to be received by the Company int cbnﬁection with this offering will be
used for working capital and general corporate purpéses m‘cludmg the funding of loans.
Accordingly, management will have broad dlscre’aen with respect to the expenditure of such

proceeds. Purchasers of the Notes will be entmsﬁ ng their funds to th .:"mpany 5 management,

,Iimxted information concc ning the specitfic

upon whose judgment they must depend, wi
workmg capital requirements and géig al_corporate purp "es to which the funds"will ultimately

Non—pekt mszmng Tl estate loans Inay require substantial negotiations by the

4lxr~

ordei"?fﬁ; the Company to ultlmately obtain the underlying

the event the Company able to obtain the underlying property, because of the unique and

customized nature of a real estate loan, certain real estate loans may not be sold easily. One or
more non-performing real estate loans secured by property that the Company is unable to obtain
could have a negative affect on the performance of the Company and the retamm on your

investment.
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Governmental Action May Reduce Recoveries on Non-Performing Real Estate Loans

In the event the Company decides io foreclose on a real estate loan, legislative or
regulatory initiatives by federal, state or local legislative bodies or administrative agencies, if
enacted or adopted, could delay foreclosure, provide new defenses to foreclosure or otherwise
impair the ability of the Company to foreclose on a real estate loan in default Various
jurisdictions have considered or are currently considering such actions, and the nature or extent

of the limitation on foreclosure that may be enacted cannotzbe*predicted. Bankruptcy courts

couid, if this Iegislation is enacted, reduce the amount of tlie yrincipa] balance on a real estats

prevent the Companyfﬁ m foxléciosmg ofi- the 11nderlymg property A court may require
modifications of the te‘nhs of a real estate loan, including reducing the amount of each monthly

payment changing, the rate of mferest and altering the payment schedule, thus allowing the

r'
foreclosure has been entered 1na state court. Any bankruptcy proceedmg will, at a minimum,

delay the Company in° g _‘evmg its investment objectives and may adversely affect the

Company’s profitability.

Violation of Various Federzl, State and Local Laws May Result in Losses

Violations of certain federal, state or local laws and regulations relating to the protection

of consumers, unfzir and deceptive practices and debt collection practices may subject the
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Company to damages and administrative enforcement. In the event that a real estate loan issued
by the Company was not originated in compliance with applicable federal, state and local law,
the Company may be subject to monetary penalties and could result in the borrowers rescinding

the affected real estate loan. As a result, the Company may not be able to achieve its financial

projections with respect to the particular underlying property.

Persons actmg*as ﬁdumanes on behalf of a qualified profit sharing, pension or other
retirement try ts sub_]ect to the Employee Retirement Income Secunty Act of 1974 (“ERISA)

There Can Be no Assufance of Conf’ dentiality

As part of the subscription process, investors will provide significant amounts of
information about themselves to the Company. Pursuant to applicable laws, such information
may be made available to third parties that have dealings with the Company, and governmental
authorities (including by means of securities law-required information statements that are open to

public inspection). Investors that are highly sensitive to such issues should consider taking steps
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to mitigate the impact upon them of such disclosures (such as by investing in the Notes through

an intermediary entity).

Legal Counsel to the Company and Its President Does Not Represent the Noteholders

Each investor must acknowledge and agree in the Subscription Agreement that legal

counsel representing the Company and its President does not

"'_’:fresent, and shall not be deemed

represent the 1nterests f any investor. Accordin gly, each pro spectlve investor is urged to consult

legal counsel before investing in the Company and the purchase of the Notes.
Fmau%; : 2

Memordndum), legal coiifige

representations’

undertake independéﬁjjpvesﬁgatgbn with regard to such representations.

Federal Income Tax Risks

The discussion entitled “Certain United States Federal Income Tax Considerations”
inchides a discussion of certain U S. income tax rigks involved in an investment in the Notes.
The section does not discuss all aspects of U.S. federal income taxation that may be relevant to

any particular investor and cannot address any investor’s specific investment circumstances. In
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O

addition, the section does not include a discussion of state, local or foreign tax laws. Each
investor should consult its own tax advisor with respect to these and other tax consequences of

an investment in the Notes.
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FORWARD-LOOKING STATEMENTS

This Confidential Private Offering Memorandum, including informatien incorporated by
reference in this Memorandum, contains forward-looking statements regarding the Company’s
plans, expectations, estimates and beliefs. Actual results could differ materially from those
discussed in, or implied by, these forward-looking statements. ;When used in this Memorandum,

r similar expressions generally

the words “anticipate,” “intend,” “believe,” “estimate,” aI}g

throuptiout this Memorandum whenever

identify forward-looking statements, which are found, 2hgu
staternents are made that are not historical facts ﬁ’écoﬁngly, _forward-lookmg statements

22 5’-\'1- 3

ﬁfvate Offermg‘Memorandum
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USE OF PROCEEDS

The Company intends to use the net proceeds received from the sale of the Notes,
primarily for operating capital, to purchase and fund Trust Deeds and to acquire interests in
properties or notes, which the Company’s management anticipates to be able to resell or collect
as applicable. The proceeds from the sale of Notes may be used to repay earlier maturing Notes;
provided, however, the Company will limit the amount of, mquey that may be raised for this
purpose so that the Company will not become sub_]ect to:th _vestment Company Act of 1940

P

See “Risk Factors — Proceeds From Subsequently Issu. “Noté zMay Be Used to Repay Earlier

reserves or to deposit afy of theqprdceeds of i
of providing liquidity to service iﬁ;erest payments on, and redemption of, the Notes as they

mature. ']Ihe Company does not mtend to 1haj tam Ieserves from the proceeds of the offermg in

to fund an'E urchase Trlls Deecfg@ The Company is not requ1red or obligated to give

The following table sets forth the Company’s best estimates of the use of the minimum

and maximum target gross proceeds from the sale of the Notes.

(W)
(%)
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Minimum  Percent of Target Percent of
Amount Offering Amount Offering
Raised Raised
Gross Offering Proceeds $500,000 100% $50,000,000 100%
Commissions & Costs (1) -0- 0% -0- 0%
Cash Reserve (2) -0- 0% -0- 0%

General Business (3) $25,000 $25,000 05%

- 4

Proceeds Available For Funding/ $49,975,000 99.95%

$475,000
Purchase of Construction Loans (4) &

O meet the investor suitability requirement.

4
K

(2) Company intends (but is not required) to maintain cash reserves (or access to other funds)

approximately equal to a ‘minimum o'flffjg'neiﬁé?cent of the aggregate balance of Notes

outsthnding in its genézal accbits to provide funds to service interest payments and to
facilitgté'redemption of ﬂ'ig?;;Notes. “This amount will be calculated using a proprietary cash-
flow management model. "< Jnterest accruing in the general accounts will belong to the

Company.

(3} Company anticipates that its current facilities are adequate to fund real estate loans and to
service the volume of contracts that would be purchased at the minimum level of proceeds.
If its business is significantly increased, the Company may invest in additional personnel,
computer equipment and facilities capable of processing increased data. General business

expenses may also include the offering expenses.
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(4) This use of the proceeds is only an estimate and the Company reserves the right to allocate

the proceeds in a different manner consistent with the Confidential Private Offering

Memorandum.
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PRIOR PERFORMANCE

Mr. Chittick organized the Company in April of 2001 to provide a short-term funding
source for primarily real estate developers and foreclosure specialists. Mr. Chittick has arranged
for the funding and administration of real estate loans since that time. The chart set forth below
indicates the Company’s history in raising money from investors, the number of loans made, the
aggregate amount of such loans, the underlying values of the. security for such loans and any

p

problems with respect to such loans.

$1,550,000 was raised from existing and new mvef{f%
new investors increased to an addgf;%ﬁ

ex1st1ng and new investor: ,In 2007 anx

:nrgqs'.&

investors ha’; abeen throug}ff;the sale 33 _promlssory notes like those being offered in this

I

placement. Such" es were for terms of © to 60 months and have, to date, drawn interest at the

rate of 8 to 12% per annum The Company has never defaulted on either interest or principal for

any of such notes.

The money raised by the Cotnpany from investors has historically been divided into a
large portfolio of loans secured by marketable properties with varying values and locations in the
Phoenix metro area. The Company is currently lending in approximately 20 cities in the Phoenix
metro area, which includes Maricopa and Pinal Counties. The Company will have loans secured
by properties in many of these cities simultaneously. The Company has endeavored to maintain

a large and diverse base of borrowers as well as a diverse selection of properties as collateral for
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its loans to the borrowers. However, in response to the more recent challenging conditions in the
rea) estate market, the Company has focused on maintaining relationships with borrowers that
have a proven track record with a good payment history and performance. The Company
continues to strive to achieve a diverse borrower base by atternpting to ensure that one borrower

will not comprise more than 10 to 15 percent of the total portfolio.

Al real estate loans funded by the Company have been and are intended to be secured

through first position trust deeds. The loan to value ratio ofthe"Company’s overall portfolio has

Year Loans Loan Value Value of Loans Loans Loans Repaid Value of Homes
Funded i #°7 . | Repaid Value Repald

‘.5_2;

$35 301 250.00

553 057, 200 oo

5T et bR AR UORE S
$38,364 sso oo J_ 63,671, 300,00 $34,573,755.00 = 359 400,00
' T8 020 00 L0 T E SOB A B 007 L 865715, 10000"
$63,771,350.00 | 355 | $37,175,201.00 $61,666,170.00

T

553,004,860.00

*Through Jfune 30, 2011

From 2001-2005, all interest due from all loans was collected.

In 2006, one loan that was foreclosed on, and successfully resold, did not pay all the

interest due. However, the small uncollected amount was absorbed by the Company.
In 2007, one condominium loan, two house loans, and one land loan were foreclosed.
While the condominium and houses were sold with minimal principal loss, much of the interest
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was collected on all four loans. One land loan was written off. The loss was absorbed by the

Company.

In 2008, one condominium and six homes were sold with minimal principal loss; much of
the interest was collected on all the loans. The loss was absorbed by the Company. There were
15 more homes that were either foreclosed on or ownership was acquired through the deed in

lieu process. These houses are presently either for sale on the retail market, or have been rented

and are for sale on the investor market.

5;.#;-\.

interest was collected on all the loans. The lgiﬁsﬁas absorbed by thg

also acquired a 12-plex that was a constmctre%_ioan This is being re'nted and managed by a
"tf\_ )[-4 -

5

property management firm.

In 2010, one house was sold for:

loss was absorbed by the Company.

In 2011, three homes we;
There were three homes” ﬂfﬁl wer

for a gz:{lﬁ ‘and all interest was paid in full. One loan was

The Compa.ny _presently three condominiums, 12 houses and a 12-plex that are all

being rented. A professﬂ;r_na] ,
All of these properties are

ipement company has been retained to manage these properties.
¢d to be sold. The rent received is at or slight negative to the cost of
capital for the Company. It was Management’s decision to retain these properties rather than sell
them and take a loss. Now that the market has shown some signs of strengthening, it is believed

that these properties can be sold for minimal loss to the Company.
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The Company currently has one condominium and one lot that are for sale. The lot is

currently be negotiated to be rented by a construction company at the cost of capital. The goal is

sell both of these properties as soon as possible.

Since inception through June 30, 2011, the Company has participated in 2622 loans, with
an average loan amount of $116,000, with the highest single loan being $800,000 and lowest
being $12,000. The aggregate amount of loans funded is $3Q§,786,893 with property values
totaling $470,411,170. The total amount of loans that ha ﬁ.inded and closed is $274,416,977

and principle due to that

Noteholder in accordance with the respecti\; t€rms of the Notehold
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MANAGEMENT

Directors and Executive Officers

The Director and Executive Officer of the Company are: Denny J. Chittick, 4, President,

Vice President, Treaswrer, and Secretary.

{1iic," a publicly traded company, for

Denny J. Chittick worked at Insight Enterpris

nearly 10 years, holding many different positions fror{a; Ance;
#.%2‘ hS

counting, operations and held

nt companies, including,

Insight, he has been involved in several di
internet company and finance company. Mr.

State University.

outside consultants on a périodic basis to providéivarious services. These consultants may be

IS

ity any n&cessary due diligence in connection with these loans and, fo the

retained to afs

7

With the assista.ndé’qu;bhtside consuliants on an as-needed basis, Mr. Chittick intends to
operate the Company as its primary employee, analyzing, negotiating, originating, purchasing
and servicing Trust Deeds by himself. As the portfolio of contracts increases, the Company may

add additional personnel.
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Contingency Plan in the Event of Death or Disability of Mr. Chittick

In the event that Mr. Chittick is unable to perform his duties to continue the operation of
the Company in any capacity, Mr. Chittick has a written agreement with Robert Koehler, an
owner of RLS Capital, Inc. to provide or arrange for any necessary services for the Company.

Robert has twelve (12) years of experience supporting real estate loan portfolios similar to the

portfolio of the Company. Robert holds a real estate license in Arizona and has worked as a loan

Company for an extehded perxod _6f time, Robeit Wlll act to c]ose down the Company’s business

by collectmg all of the momes due on the Trust Deeds and Robert will return all of the principal

Mr. Chittick receives a salary consistent with IRS guidelines.

As the sole § _mareholder

Salary adjustments are 7m' ﬁ atyear-end in order for Mr. Chittick to fund his 401(K) and to pay
his income taxes. Year-end profits are taxed to Mr. Chittick pursnant to the U.S. Internal
Revenue Code rules applicable to Subchapter S corporations. Therefore, year-end profits may be
distributed to Mr. Chittick. In addition, Mr. Chittick is paid interest on Notes funded by Mr.
Chittick in the same manner as the other investors. See “Management — Management

Compensation.” As the Company expands its lending operations and increases the workload of
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Mr. Chittick, he reserves the tight fo receive an increased salary so long as there is no curremt
default under the Notes.

Ownership Compensation

The Company receives its revenue primarily from interest earmned on trust deeds, rents on

properties owned by the Company, interest on cash reserve:iceounts, and interest earned on

investments made by the Company after subtracting mterest pa1d on its debts. The amount of
profits, and therefore, compensation to Mr. Ch]ttzck, wﬂfﬁe depéndent upon the amount of Notes
sold, Trust Deeds acquired, loans made and the;s’féfms of such’ im;%s After payment of its

é{!
principal and interest obligations under the FI' 5, the Company d.lsm%éps the balance to Mr.
Chittick; provided, however, the Company may (3311{

%gxz}als due to spemal liquidity needs due to plans to
L
he ompany an'LIClpBIeS that it will be able to achieve

Mr. Chrmck rnay haye si gmﬁcant mvestments in the Notes, for which the Company will
pay him m thL the;sime other Noteho!ders which investment amount will
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PRINCIPAL SHAREHOLDER

The following table sets forth the beneficial ownership of shares of the Company’s

outstanding common stock.

Name and Address Number of Shares

Denny J. Chittick 500,000

6132 W. Victoria Place

Chandler, AZ 85226
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Owagership

Based on his 100 percent ownership of the Company’s common stock, Denny J. Chittick

maintains the exclusive ahility to elect directors, appoint officers and manage the operations of

the Company.

Competing Businesses

"-F‘L:

g busmesse&of the Comp 1y. Se “Rlsk Factors — Management’s
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DESCRIPTION OF SECURITIES

The Company is offering up to $50 million in Notes. The minimum denomination is
$50,000, and the maximum denomination is $1,000,000 in a single note. An investor may
purchase more than $1,000,000 in Notes, but it will be distributed over different Notes.

Denominations increase from the minimum to the maximum in additional increments with a

minimumn incremental increase of $10,000. Until the maximpni:offering proceeds are attained or

the Company terminates this offering, the Company expsc'%& offer the Notes for placement on

termination, the offenng will continue for so long-" ¥
: Ehe Company change—?r%‘g‘peratlons or method

The Notes are” general obhoanons of the Company'a’nd are superior in priority and
liquidation preference to @ny Notes payable t6 Mr. Chitiick. Mr. Chittick has agreed to
subordinate any Notes to whlch he subscubes to *\Toges with similar maturities placed with other

~ e g
Although thei ompany _has never defaulted with respect to a Note, including any

pnncxpal and interest due upon the maturity of the Note, if the

Company should ever be in d __'u]t with respect to any Note, Mr. Chittick will subordinate any
Notes he may hold’untll the defé;.u]t is cured and Mr. Chittick will also defer any compensation
unti] the default is cured

P

Whlle ‘Mr. Chittick has apreed and will act as set forth above in this

Memorandvm, such agreern 1t is not evidenced in a separate writing signed by Mr. Chittick.

The Notes will bear interest at the rates stated for the term selected. The investor may
elect to have interest paid monthly, quarterly or accrue and be paid at maturity. If the investor
elects to have interest paid at maturity or quarterly, the interest will accrue monthly and earn
compounded interest. Interest is payable on the last day of each period to the investors of the

Notes at the principal office of the Company in Chandler, Arizona. At the option of the
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Company, interest payments may be paid by check mailed to the address of the investor entitled
thereto as it appears on the Subscription Agreement for the Notes. An investor may request in

writing to the Company that a deposit be made to a designated bank or investment account.

The Notes are not trensferable without the prior written consent of the Company, which
the Company may withhold in its sole discretion. The Company anticipates withholding its

consent if the iransfer could jeopardize the Company’s exergp%on under Regulation D or any

e
e

applicable state blue-sky law or the Company’s exclusio “the definition of an investment

The Notes are unsecured and are notﬁfﬁ‘grc%?d or guamﬁ?%%by any state or federal

estate owned by the’ Company as a result of a deed-m-lleu of foreclosure due to a borrower

default, and all proceeds of the conversion of dny of the foregoing into cash or other liquid
property. So {ong as the Company is not in default ‘on the Notes, the Company is permitted to
freely tx;ansfer sell or substltute in the normal :thurse of business, any Trust Deeds it owns,

subject to g nera] restrmnons ‘4oncerning transfers of property; provided, however, the Company

may transfer, sell zor substitute one or more Trust Deeds if such transfer, sale or substitution is

done in connection with a plan to ¢ure a defanit.

On an annual basis,‘.;“the Company will retain an independent accounting firm to prepare
the 1099’s to be issued by the Company to the investors and to prepare the tax return for the
Company. On an annual basis and upon written request from an investor, the Company will
certify to the requesting investor(s) that the aggregate outstanding principal amount of all cash

accounts, other property and Trust Deeds is at Jeast equal to the principal amount of outstanding

Notes as of the date of the request.
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The Company may, in its discretion, modify the interest rate paid on subsequently issued

Notes or the term of such Notes. Any such modification of the interest rate or term will not

affect Notes then issued and outstanding.

Notes are initially being offered at the following rates and maturities:

Note Amount (1) 6 Months 1 Year

$50,000 and up 8% @

ts as reé‘s:é"ngply determined by the Company.

2) __' '(“"i%"r o it efforts’i%gﬂccommodate written requests
: he é;)mpany has in fact been able
interest{];;d in full, the Company has no

fit to require the Company to redeem the Note

(3) The Notes may be redcemed’by the Company at any time prior to maturity upon 30 days
written notice to the mvestor at a price equal to the principal amount of the Note plus

accrued interest to the date of redemption.

(4) The Company also reserves the right, in its sole discretion, fo adjust the interest paid on

outstanding Notes on 30 days written notice to Noteholders.
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The Company has the right to sell, encumber, mortgage, create a lien on or otherwise
dispose of any or all of its property, or In any manner secure an indebtedness so that such
indebtedness shall have a claim against the assets of the Company securing such indebiedness,
all without the consent of the investors of the outstanding Notes provided no Notes are in default.
Any security interest granted in any of the Company’s assets to secure indebtedness will be

superior in priority to the general claim of a Noteholder.

o,
appropriate notice of a breach of any‘%ﬂier c‘éayen_ant apphcafa%to a Note. Notwithstanding the

A

._,wsé';':‘?.

events listed above, Mr G}utnck may Héfer any"ﬁ‘ém nt of 1ﬁtexest or principal due to Mr.

Buia
a"‘m;

erson, Uifless the successor corporation or transferee

merging with another company 0r consohdatmg with another company or transferzing its assets.
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PLAN OF DISTRIBUTION

The Notes may be purchased directly from the Company without commission. Notes
maturing in two through five years also may be purchased with qualified monies {such as IRA,
SEP IRA, ROTH IRA and KEOGH plans) through a licensed broker-dealer and with an
approved custodian; provided, that such investments meet the investor suitability requirements.
Transaction costs for Notes purchased with qualified funds \%g;%%be paid by the Company up to
one percent of the Note's face amount. The principal am kt-,t%'f the Note will be equal 1o the

The Notes are not registered with the ',@\
No state or federal agency has made any g‘,

”es‘i? {8d.10 be efg}%gpt from registration under the

5 ,_i?gwg"’l&d by (1) Section 4(2) of the

4
sy J#

(D The lxansachon may not" mchld' dny public offering. The offer to sell Notes must be

directly communlcated to : ' investor- by an officer of the Company and at no time may the
Company advertise or SO]IG]f. by means of any leaflet, public promotional meeting,
newspaper or magazme arhcle radio or television advertisement or any other form of

general advertising or Ocneral promotion.

{2) The Notes may be purchased only for the investor’s own account, for investment purposes
only and not with a view to distribution, assignment, hypothecation, resale or to

fractionalization in whole or in part,

(3) An investor must meet certain suitability requirements, which are set forth under “Investor

Suitability.”
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(4) The Company must have furnished and made available for inspection all documents and
information that the investor has reasonably requested relating to an investment in the
Company, including its Articles of Incorporation, stock records and financial account

records.
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DETERMINATION OF OFFERING PRICE

The rate of return for the Notes offered hereby will be set from time to time by
management of the Company to approximate a rate of retumn competitive with similer securities
of other companies engaged in the finance industry. The Company has been in operation since
April 2001. There is no market for the Company’s securities and none is expected to develop.

Accordingly, the rate of return on any Note beats no relation to the results of the Company, to

any market price for the Company’s securities, to the level pfisk involved, or to any recognized

measure of valuation or retrn on investment.
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CERTAIN UNITED STATES FEDERAL INCOME TAX CONSIDERATIONS

The following is a general discussion of certain U.S. federal tax considerations and
consequences that may be relevant to a decision to acquire, own and dispose of Notes by an
initial holder thereof. This summary only applies to Notes held as capital assets (generally,
property held for investment) within the meaning of Section 1221 of the Internal Revenue Code
of 1986, as amended (the “Code™). Except as set forth below, I:h{s summary does not address all

of the tax consequences that may be relevant to a particularN feholder and it is not intended to
be applicable to Noteholders that are subject to spec%ai“ﬁx 1@(
yestment companies, grantor

insurance companies, real estate investment truﬁ,,regulated i)
;1

such as financial institutions,

1&1

x_-;_a;;;. e

posmon in a straddle or as part of a hedgmg, conv‘éﬁ@\

2t

income tax treatment of ﬁoteho]ders ithat do not acqmre Notes as part of the initial distribution at

J«'-“*

their initial issue pnce Each proqpecuve mvestor should consult its tax advisor, attorney and

decisions, each as avm]a’ble iid in effect on the date hereof. All of the foregoing are subject to

change, possibly with retroactve effect, or differing interpretations which could affect the tax
consequences described herein. No advance tax ruling has been sought or obtained from the
Internal Revenue Service regarding the tax consequences of the transactions described herein.
This discussion does not address tax considerations arising under the laws of any particular state,

local or foreign jurisdiction.
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PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS REGARDING THE U.S. FEDERAL
INCOME TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSITION OF THE NOTES IN LIGHT OF THEIR PARTICULAR SITUATIONS,
AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS
OF ANY FOREIGN, STATE, LOCAL OR OTHER TAXING JURISDICTION.

For purposes of this summary, a “U.S. Holder” is a‘tmpgn-"eﬂcial owner of Notes who for

UU.8. federal income tax purposes is (i} a citizen or residentl(q; is treated as a residert for U.S.

(1) that validly elects to be treated as a U.S. pembfi & e
(2) the administration over which a 2*eourt can exers;’se Primary supervision ai;d (b) all of the
substantial decisions of which one ors ;re ,,Qersom haVe r.he authority to control. A “Non-

U.S. Holder” is a beneﬁc1al owner of ﬁ'}ies whoﬁ‘»i%r 1.S. fedéral income tax purposes is (i) a

\" G

ent ofa par{ner in such partnership will generaily depend on

the status“‘oﬁ’the partner and *th"h ach*‘ﬁ%%;f the partnership. Such partner should consult its own
i
i consequenh’e* of hoidlng and disposing of the Notes.
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U.S. Holders
Interest

Except as set forth below, interest paid on a Note generally will be includible in a U.S.
Holder’'s gross income as ordinary interest income at the time it is paid or accrued in accordance

with the U.S. Holder’s usual method of tax accounting for U.S. federal income tax purposes.

Market Discount

holder may elect to includé frifrket discount in taxable income for the taxable years to which it is
attributable, The amount included is treated as interest income. If this election is made, the rule
requiring interest income ftreatment of all or a portion of the gain upon disposition is
inapplicable. Once the election is made to include market discount in income currently, it cannot
be revoked without the consent of the IRS. The election applies to all market discount notes

acquired by the holder on or after the first day of the first taxable year to which such election

applies.
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Sale, Exchange or Disposition of Notes

A U.S. Holder’s adjusted tax basis in a Note generally will equal the cost of the Note to
such 1J.8. Holder, increased by any original issue discount (“OID”) or market discount
previously included by the holder in income with respect to the Note. Upon the sale, exchange
or other disposition of a Note, a U.S. Holder will recognize taxable gain or loss equal to the

difference, if any, between the amount realized on the sale, exchange or other disposition (less an

amount equal to the accrued but unpaid interest which will able as ordinary income) and

such U.S. Holder’s adjusted tax basis in the Note. Any\sgw ga,m or loss generally will be capital

is subject to limitations.

Non-11.S. Holders

Interest

provided that the beneficial®dwner of the Note provides certification completed in compliance

with applicable statutory and regulatory requirements, which requirements are discussed below
under the heading “UJ.S. Backup Withholding and Information Reporting,” or an exemption is
otherwise established.

If a Non-U.S. Holder cannot satisfy the requirements zbove, payments of interest made to
a Non-U.S. Holder will be subject to a U.S. withholding tax equal to 30% of the gross payments
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made to the Non-U.S. Holder unless the Non-U.S. Holder provides the Company or the
Company’s paying agent, as the case may be, with a properly executed (1) IRS Form W-8BEN
claiming an exemption from or reduction in withholding under the benefit of an applicable
income tax treaty or (2) JRS Form W-BECI stating that interest paid on the note is not subject to
withholding tax because it is effectively connected with the beneficial owner’s conduct of a trade
or business in the United States. Alternative documentation may be applicable in certain

situations. .

If a Non-U.S. Holder is engaged in a trade or busm ; 1 the United States and interest on
a note is effectively connected with the conduct of; §uch “trade 0 "T.ISlnf::SS the Non-U.S. Holder,

..‘_i_*,_

gaift; alized by a Non—U S. Holder upon the sale, exchange or

or more in the taxable yca”r 3 ‘:ruch sale, exchange or disposition and certain other conditions are
met. Special rules may apply upon the sale, exchange or disposition of a Note to certain Non~
U.S. Holders, such as ‘“controlled foreign corporations,” “passive foreign investment
companies,” “foreign personal holding companies” and certain expatriates, that are subject to
special treatment under the Code. Such entities and individuals should consult their own tax
advisors to determine the U.S. federal, state, local and other tax consequences that may be
relevant to them,
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T.S. Federal Estate Taxes

A Note that is held by an individual who at the time of death is not a citizen or resident
(as specially defined for United States federal estate tax purposes) of the United States will not
generally be subject to U.S. federal estate tax as a result of such individual’s death, provided that
such individual is not a shareholder owning actually or constructively more than 10% of the total

combined voting power of all classes of our stock entltled fb “vote and, at the time of such

individual’s death, payments of interest with respect to such note would not have been
effectively connected with the conduct by such m(j;*fidﬁal of ’”*ﬁif;ade or business in the United

States.

T.S. Backnp Withhoelding and Infor

U.S. Holders

interest and the accruai of OID, if any, on an obhgatlon and to proceeds of the sale, exchange or

other dlsposn‘.lon of an obhgatlon to certain U.S~ Holders. This obhgatlon however, does not

amount of intefést that was pald or that 1s c0n31dered earned by a U.S. Holder with respect to the

Notes held during Each ca.lendar year, and a U.S. Holder is required to report such amount as
income on its federat i meome tax return for that year. A U.S. backup withholding tax currently at
a rate of 28% will apply 0 uch payments if a U.S. Holder fails to provide a correct taxpayer
identification number or certification of other tax-exempt status or fails to report in full dividend
and interest income. Any amount withheld under the backup withholding rules is allowable as a
credit against the taxpayer’s U.S. federal income tax liability, provided that the required

information is furnished to the IRS.

57
200052523.1 438207166603

DIC0008796

O



Non-U.S. Holders

Information reporting will generally apply to payments of interest on a Note to a Non-
U.S. Holder and the amount of tax, if any, withheld with respect to such payments. Copies of the
information returns reporting such interest payments and any withholding may also be made
available to the tax authorities in the country in which the Non-U.8. Holder resides under the

provisions of an applicable income tax treaty. Payments of principal and interest on any Notes to

payor does not have actual knowledge or r

Payments of principal and interest on Notes

In addition, mforinatlon reporhng and, depeﬁdmg on*%e circurnstances, backup
withholding, will apglyﬂ to the proceeds of the sale of a Note within the United States or
conducted through Unifed -States-related financial intermediaries unless the beneficial owner

prov:des the’ payér wsth an appropnate certlﬁcatlon as to its non-U.S, status and the payor does

credit against a T*Ton—U S. Holde',r s .S, federal income tax liability provided the required

information is fumlshed to the Internal Revenue Service.

THE ABOVE SUMMARY IS NOT INTENDED TO CONSTITUTE A
COMPLETE ANALYSIS OF ALL TAX CONSEQUENCES RELATING TO THE
ACQUISITION, OWNERSHIP, DISPOSITION OR RETIREMENT OF THE NOTES.
PROSPECTIVE INVESTORS OF NOTES SHOULDP CONSULT THEIR OWN TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS CONCERNING THE TAX
CONSEQUENCES OF THEIR PARTICULAR SITUATIONS.
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INVESTOR SUITABILITY

General

An investment in the Notes involves significant risks and is suitable only for persons of
adequate financial means who have no need for liquidity with respect to this investment and who

can bear the economic risk of a complete loss of their lnvestment This private placement is

made in reliance on exemptions from the registration regi ujements of the Act and applicable

state securities laws and regulations.

necessanly mean that the Notes ae a suxtable iz t gﬁectlve investor.

i

'A-“onsult their i x:sonal financial advisors to determine

- z“ﬁi

whether an investment in the Notes 1s%pprﬁjafa‘:é‘te The C J%qpany may reject subscriptions, in

J‘;‘-’.—

whole or in part, in its absolute, discretion™%

The Company will require each investor to represent in writing, among other things, that
(i) by reason of the investor’s bu'sin‘ess or financial experience, or that of the investor’s

professigfi ‘Eﬂ;adwsor the investor.is capable o pvaluatmg the merits and risks of an investment in

v-ﬂ

the No‘téiéand of protectmgﬁ‘lts ownt mterest in coiinection with the transaction, (ii) the investor is
W,

acquiring fﬁéﬂﬂotes for its OWn accoﬁnfr,for investment only and not with a view toward the

resale or dlstnblm n thereof, (ur) the investor is aware that the Notes have not been registered

under the Act or e_my state secufitles laws and that there is no market for the Notes, (iv) such
investor meets the suxtabzhty fequirements set forth below and (v) they have read and taken full
cognizance of the Risk Factors and other information set forth in this Confidential Private

Offering Memorandum.
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O

Suitability Requirements

Except as set forth below, each investor must represent in writing that it: (a) is
“sophisticated” in so far as it is sufficiently knowledgeable and experienced in financial and
business matters to be able to evaluate the merits and risks of an investment in the Notes either
alone or with a purchaser representative; (b) is able to bear the economic risk of an investment in
the Notes, including a loss of the entire investment; and (c) qua]xﬁes as an “accredited investor,”

e‘-rn:.

as such term is defined in Rule 501(a) of Regulahon D und ﬁh’ s Act and must demonstrate the

institution as defired in Section 3(a)(5)(‘?& Q£ the Act whether acﬁﬁ&m its individual or

gﬁiﬁﬁ%to Section 2

‘l‘é“@f the Securities

Investment Compan}r “ficensed by the Umted Siatesn Smasl‘] B;Js-mess Administration under
Section 301(c) or (d) of the Small Busmess Investment Act of 1958; a plan established and
maintained by a state, its political subdivisions,or any agency or instrumentality of a state or
its ,polmcal subdivisions, fot the benefit of its employees if such plan has total assets in
ex‘ceSs of $5,000,000;=an employee benefit plan within the meaning of the Employee
Renrcment Income Secuﬁ{y Act B 1974, if the investment decision is made by a plan
fiduciary, as defined in Seehen 3(21) of such act, which is cither a bank, savings and loan
association, inéhranee comp;ily, or registered investment adviser, or if the employee benefit
play bas total asset$ in &kEess of $5,000,000 or, if a self-directed plan, with investment

decisions made solely by Vpersons that are accredited investors;

(2) A privatc business development company as defined in Section 202(a) (22) of the

Investment Advisers Act of 1940;

(3) An organization described in Section 501(c)(3) of the Internal Revenue Code, corporation,
Massachusetts or similar business trust or partnership, not formed for the specific purpose of
acquiring the Notes, with total assets in excess of $5,000,000;
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(4) Any director, executive officer, or general partner of the Company, or any director,

executive officer, or general partner of a general partner of the Company;

(5) Any natural person whose individual net worth, or joint net worth with that person’s spouse,
at the time of such person’s purchase of the Notes exceeds $1,000,000 (excluding the value

of such person’s primary residence);

(6) Any natural person who had an individual income in excess of $200,000 in each of the two
oy

most recent years or joint income with that person’s spou*s 4n excess of $300,000 in each of

(7) Any trust with total assets in excess of §: 367000 not forme?i{i@: the specific purpose of

acquiring the Notes, whose purchase is
Rule 506(b)(2)(if) of Regulation D; and

"blved, losses claimed as limited

income any amounts a'rtnbutable to tax exemﬁ_ income
partner in any limited partnership, deductions clalmed for depletion, contributions to an IRA,
KEOGH, SEP IRA or ROTH IRA re’r.tremem pla.n a]n:nony payments, and any amount by which
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Beauchamp, David G.
T
From: Schenck, Daniel A.
Sent: Friday, April 25, 2014 10:00 AM
To: Beauchamp, David G.
Subject: RE: here you go
David,

We ran a redline of the POMs but they are the same document. The document number was the only difference.

Daniel A, Schenck

CLARK HILL PLC
480.684.1118 (direct) | 480.684.1179 (fax)
dschenck@dtarkhlll.com | bio | www.ciarkhil,.com

From: Beauchamp, David G.

Sent: Thursday, April 24, 2014 6:43 PM
To: Schenck, Danie! A,

Subject;: FW: here you go

Fy!

David G. Beauchamp

CLARK HILL PLC

14850 N Scoitsdale Rd | Suite 500 | Phoenix, Arizona 85254
480,684 1126 (direct) | 480.684.1166 {f=x) | 602.319.5802 (cell)
dbeauchamp@dclarihill.com | www.dlarkhitl.com

From: Denny Chittick [mailto:dcmoney@yahog.com
Sent: Thursday, April 24, 2014 6:13 PM

To: Beauchamp, David G.
Subject: here you go
attached

dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

DIC0007283
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Beauchamp, David ' ' Wta o2

from: Beauchamp, David
Sent:  Monday, June 10, 2013 5:25 PM
To: Pedersen, Robert

Ce: Henderson, Kenneth
Subject: FW: DenSco investment / 2013 Private Offering (Matter # 0352892)
Bob:

At the suggestion of Ken Henderson, | am sending this email to you in hopes of obtaining some direction
and guidance for a client conceming the Indenture Act. Ken suggested that | reach out to Elizabeth Sipes (?)
concerning the 40 Act and the A issues.

DenSco Investment Comp., is a client which makes high interest loans (18% with no other fees) secured by
first lien position against real estate. Pursuant to a private Regulation D, 506 offering, DenSco has offered
investor notes to accredited investors at 8% to 10% interest depending upon the term length of the investor
note. DenSco has been in business for over 10 fo 12 years and has never missed an interest or principal
payment to its investors. Denny Chittick is the owner and sole employee of DenSco and he has been
investing in and privately financing Arizona real estate for almost 20 years.

Question: DenSco has previously had aggregate investor loans outstanding at approximately $16 to 18
miltion from its investors. We are starting the process to update and renew DenSco's private offering memo
(renew it every two years) and we have now been advised that DenSco now has almost $47 million in
aggregate investor loans outstanding. [l have asked Denny Chittick for the number of investors holding
outstanding investor notes from DenSco, but he asked if he needs to count each investor note or can he
count the same investor with muitiple notes as one investor, he aiso asked if he needs to count affiliated
investors as more than ona investor, (for "affiliated investors”, he indicated soms investors have invested
both in their own names as well as their trusts, and some investors have invested personally and separately
with his or her spouse, and if loans from Denny Chittick and his family members should also

count?] Since the aggregate investment is close to the $50 million threshold of many additional statutes
and regulations, we need some guidance with respect to the statutes and regulations that are now
applicable so that we can guide this client? |am concerned with trying to determine what might now be
applicable, including the Trust Indenture Act, the Investment Company Act, the Investment Advisors Act
and any other applicable regulatory requirements.

Any guidance or direction you could provide would be greatly appreciated.
Thank you.
Best regards, David

David G. Beauchamp, Esq.

Bryan Cave LLP

Two North Central Avenus, Suite 2200
Phoenix, Arizona B5004-4406

email' david.beauchamp@bryancave com

(602) 364-7060 | Direct Tel.
(602) 716-8060 | Direct Fax

602) 319-5602 | Mobile Tel.
Xl

From: Henderson, Kenneth
6/10/2613
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Sent; Monday, June 10, 2013 4:21 Ph(

To: Beauchamp, David

Cc: Seabaugh, Wiltlam

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352992)

| think you should speak to Elizabeth Sipes in Denver aboul the 40 Act and IA issues. She Just recently jolned us from Janus.
Bob Pederson in NY is the Indenture Act gury. You should reach out fo him on that toplc. If he is not available, try Jeremy
Finkelstein who also does lots of work in the trust indenture act area,

Good fuck with it.
KLH

From: Beauchamp, Pavid

Sent: Monday, June 10, 2013 5:50 PM

To: Henderson, Kenneth

Cc: Seabaugh, Willlam

Subject: DenSco Investment / 2013 Private Offering (Matter # 0352992)

Ken:

DanSco investment Corp., is a cllent who makes high interes! joans {18% with no other fees} secured by firstlien position against
real estate. Pursuant o a privale Regulation 0 505 offering, DenSco offers notes to accredited investors at 8% 1o 10% interest
depanding upon the term length of the investor note. DenSco has been in business for over 10 to 12 years and has never missed
an interest or principal payment to ts Investors. Denny Chittick Is the owner and scle employee of DenSco and he has been
investing in and privately financing Arizona real estate for almost 20 years.

Question: DenSco has previously had aggregate investor ioans oulstanding at approximately $16 to 18 milflon from its investors.
We are starting the process to update and renew DenSco's private offering memo {renew it every two years) and we have now
been advised that DenSco now has almost $47 million in aggregate investor loans outstanding. Since this is close fo the $50
million threshold of many additional statutes and regulations, who would be a good person for me to discuss the new statules and
regulations so that we can guide this client? | am concemned with trying to determine what might now be applicable,

including the Trust Indenture Act, the Investment Company Act, the Investment Advisors Act and any other applicable regulatory
requirements.

Any guidance or direction you could provida would be greatly appreciated.

Thanks, David

Bavid G. Beauchamp, Esq.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenix, Arizona 850044406

email: david beauchamp@bryancave.com

{802) 364-7060 | Direct Tel.
(602) 716-8060 | Direct Fax

602) 319-5602 | Mobile Tel.
3]

6/1042013
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Kelly S. Ogleshy GR 50178
S

Bsauchamp, David - £ We S 2o

From: Beauchamp, David
Sank:  Tuesday, June 11, 2018 2:068 PM
To; ‘Denny Chittick’
Subject: RE: Text Follow up
Thank you.

Erom: Denny Chittick [maifto:demoney@yahoo.com]
Sent: Tuesday, June 11, 2013 2:00 PM

To: Beauchamp, David

Subject: Ra; Text Follow up

i have 114 individual accts, i would say 80 familes

DenSco Investment Corp
www.denscoinvestment., com/
602~465~3001

602-532~7737 £

From: "Beauchamp, David® <David. Beauchamp@hiyancave.com>
Tot “demoney@yahoo.com™ <domoney@yahoo coms>

1 "Beauchamp, David™ «David Beauchamp@hbryancava cone>
Sent: Tuesday, June 11, 2013 9:42 AM
Subjest: Re: Text Follow up

Denny:

Talready asked that question for you and am waitiog for a respons, [ just needed a broad range before we get into specifics.
Somy for bothering you-on vacation. Have fani!

Best, David

(Sent from niy Blackberry wireless)
bBavid G. Beauchump, Esq.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Fhoenix, Arlzona 85004-4406

email: david.beauchamp@bryancave.com
(602) 364-7060 | Diroct Tel.

(602) 716-8060 | Dircct Fax

{602y 319-5602 | Mobile Tel,

This electronic mail message contains information which is (8) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE, OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (b) intended only for the use of the nddressee(s) named
hercin, If you are not the addressee(s), or the person responsible for delivering this to the addi:essec:(s), you aro'hcrcby notifjed that
reading, copying, or distributing this message is prohibited. If you have received this electronic mail message in ervor, please
contact us immediately st the tefephone number shown below and take the steps necessary to delete the message completely from
your computer systent. Thank you.

IRS Cireular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we inform you thatany 1.5, federal
6/11/2013
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tax advice contained in this communica. . (including any attachments) is not imé..:.d' or written to be used, and cannot be used,
for the purpose of (a) avoiding penaltics under the Internal Revenue Code or (b) promoting, marketing, or secommending to
another party any transaction or matter addressed herein.

From: Denny Chiftick [mailto:demoney@yahoo.com)
Sent: Taesday, June 11, 2013 09:30 AM

Tot Bemiehamp, David

Subject Re: Text Follow up

sorry for the delayed response, i'm in the bahamas.
how do you count investor?

if i have a husband and wife joint acct, each have an indiviual ira
and a roth, is that 2 or 1 or 6?2
de

DenSce Investment Corp
www . denscoinvestment.com/
602-469~3001

602-532-7737 £

Fron: “Beauchamp, David* <David.Beauchamp@bryancave.com>
To: “demoney@yahoo.com™ <domoney@yahico.com>

Ce: “Beauchamp, David™ <David.Beauchamp@bryancave.com>
Sant: Tuesday, June 11, 2013 9:21 AM

Subject: Fwn Text Follow up

Denny:

How raany investors hold notes from DenSco? We are trying to detenmine what exclusions DenSco could qualify for
with respect to the other applicable federal statutes. I did not have that number in my notes,

Thanks, David

(Sent from my Blackberry wircless)
David G, Beauchamp, Esq,

Bryan Cave LLP

Two Notth Ceniral Avenue, Suite 2200
Phoenix, Arizona 85004-4406

email: david beauchamp@hryancave.com
(602) 364-7060 | Direct Tel.

(602) 716-8060 | Direct Fax
(602) 319-5602 | Mobile Tel.

This electronic mail message contains information which is (1) LEGALLY PRIVILEGED, PROPRIETARY IN
NATURE, OR OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (b) mtcpdec_l only_for the use of the
addressee(s) named herein, If you are not the addressee(s), or the person responsible for delivering this to the

6/11/2013
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addressee(s), you are hereby notifie., ..;1 reading, copying, or distribnting t_. message is prohibited, If you have
received this clectronic mail message in error, please contact us immediately at the telephone number shown below and
take the steps necessary to delete the message completely from your computer system. Thank you.

SN

IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that any
V.S, federal tax advice contained in this cemmunication (including any attachments) is nof intended or writien io be
nsed, and cannot be used, for the purpose of (2) avoiding pepalties under the Itternal Revenue Code or (b) promoting,
marketing, or rscommending to another party any transaction or matter addressed herein.

This electronic message is from a law firtn. It may contain confidentia! or privileged information. If you received this
transmission in error, please reply to the sender to advise of the error and delete this transmission and any attachments,

IRS Circular 230 Disclosure: To ensure compliance with requirements imposad by the IRS, we inform you that any
U.S. federal tax advice contained in this eommunication (including any attachments) is not intended or written 1o be
used, and cannot be used, for the purpose of (i) avoiding penalties under the Internal Revenue Code or (H) promoting,
:&?lrkgg;l:,g’, or recommending to another party any transaction or-matter addressed herein.

P
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Beauchamp, David M 2o

From: Beauchamp, David

Sant:  Monday, June 17, 2013 3:28 PM

To: Wang, R. Randalt

Subject: RE: DenSco Investmant / 2013 Private Offering (Matter # 0352002)
Randy:

Thank you for the follow up conceming the Trust Indenture Act, The previous offerings have been under
Regulation D, Rule 508. Thank you also for clarifying the exceplion to the TIA pursuant to Rule 508 under
Regulation D.

With respect to the client's statements on ils wabsite, | was not aware that the client had added his personal
description of who or what is an eligible "accredited investor” to the DenSco website. [ will have him take it
down. | also have a call into him to ask him when he added that fanguage. Previously, his wabsite was just
for potential borrowers and for existing investors. It included his view of the real estate lending market and
explained the status of any properiies that DenSco had commenced or might have %o commence & Trustee
Sale to take ownership of the security for 2 loan.

Given his "layman's description of an accredited investor® on the website, does that constitute general
solicitation, which will cause the offering to no longer qualify under Regulation D? If so, can we discuss
what we need to tell him that he needs to do to resclve the {oss of his exempt security status?

Thanks, David

David G. Beauchamp, Esq.

Bryan Cave LLP

Two North Central Avenue, Suile 2200
Phoenix, Arizona 85004-4406

email. david beauchamp@bryancave.com
{602} 384-7060 | Direct Tel.

{602) 716-8060 | Direct Fax

602} 318-5602 | Mobila Tel,

From: Wang, R. Randali

Sent: Menday, June 17, 2013 3:07 PM

To: Beauchamp, David; Pedersen, Robert

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352992)

Just to clarify, a 506 offering under Reg D is exempt under Section 4(2), whereas 504/505 offerings are exempted per
Section 3(b).

Per below, assuming this is a 306 offering, it should fit within T1A 304(b}
From: Beauchamp, David

Sent: Monday, June 17, 2013 1:12 #M

To: Pedersen, Robert

€ Warg, R. Randall

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352992}

6/17/2013
DIC0003616
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Bob;
Thank you for the information. {will foliow up with Randy conceming the statements an the webpage.
Thanks agaln, David

David G, Beauchamp, Esq.

Bryan Cave LLP

Two North Central Avenue, Sufle 2200
Phoenix, Arizona 85004-4406

amail: david.bes i
{602) 364-7060 | Direct Tel.

{602) 716-8060 | Direct Fax

802} 310-5502 | Mobife Tet

From: Pedersen, Robert

Sent: Manday, June 17, 2013 10:41 AM

To: Beauchamp, David

Ce: Henderson, Kenneth; Wang, R. Randall

Subject: RE: DenSco Investment / 2013 Private Offertng (Matter # 0352692}

Hi David,
Apologles for not getting back fo you sooner.

The Trust Indenture Act of 1939, as amended (TIA), generally requires that all publicly issued debt securities be issued
pursuant to an indenture {§) that s qualified under ({e., contains cedain minimal protections established by) the TIA and (i) and in
respect of which the Indenture trustee is eligible to act (Lo, meets certain minknal standards astablished by) the TIA.

The TIA dovetalls with the Securities Act of 1933, as amended (Secusitias Act). Generally, debt securibies that are registered
under the Securities Act are required to be issued pursuant to an Indanture that is required to ba qualified under the TiA,
Conversely, genesally, securities or fransactions that are exempt from the registration requirements of the Securities Act are, with
certain excaptions, exempt from the TIA

For example, TIA Section 304(b) provides that the TIA shall not apply “to any of tha transactions exampted from the
provisions of saction 5 of the Securities Act of 1933 by saction 4 thereof ... " Because I am not as proficient with the Securities Act
(upon the jursdictional issues of the TIA largely hinge), { asked Randy Wang for his thoughts. Randy confirmed thata Reg. D
cfieting generally Is an "exempt transaction” for purposes of Section 4 of the Securitles Act. However, Randy questioned whether,
in the DenSco Investments Corp. cass, the existenca of, and/or statements made on, the DenSco Investment Com.

hitp:/) which { had brought to his altention, made the transaction exemplion unavailable to
DenSco. inany evem you may wish to discuss further with Randy.

Let me know if you have any further questions,

Bob

Robert E. Pedersen

Bryan Cave LLP

1280 Avenue of the Americas
Neaw York, Now York 10704-3300
Tel: (212) 5411208

6/17/2013
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Fax: {212) 004-0500
Email:

From: Beauchamp, David

Sent: Tuesday, June 11, 2013 4:24 PM

To: Pedersen, Robert

Cc: Henderson, Kenneth

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352992)

Bob:
Thank you.

David

From: Pedersen, Robert

Sent: Tuesday, June 11, 2013 12:24 PM

To! Beauchamp, David

Cc: Henderson, Kenneth

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352992)

David — | will look into jurisdictional amount and get back 1o you. Bob

Robert E Pedersen

Bryan Cave LLP

1290 Avetwe of the Americas

New York, New York 10104-3300
Tel.: (212) 541-1208

Fax: {212} 504-0500

Email: repedersen@bivancave.com

From; Beauchamp, David

Sant: Monday, June 10, 2013 8:25 pM

To: Pedersen, Robert

Cc:r Henderson, Kenneth

Subject: FW: DenSco Investment / 2013 Private Offering {Matter # 0352992)

Bob;

At the suggestion of Ken Henderson, | am sending this emall to you in hopes of obtaining some direction
and guidance for a client concerning the Indenture Act, Ken suggested that | reach out {o Elizabeth Sipes (?)
concerning the 40 Act and the 1A issues.

DenSco Investrnent Corp., is & client which makes high interest loans {18% with no other fees) secured by
first lien position against reaf estate. Pursuant to a private Regulation B, 508 offering, DenSco has offered
investor notes to accredited investors at 8% to 10% interest depending upon the term length of the investor
note. DlenSco has been in business for over 10 to 12 years and has never missed an interest or principal
payment to its investors. Denny Chittick is the owner and sole employee of DenSce and he has been
investing in and privately financing Arizona real estate for almost 20 years.

6/17/2013
DIC0003618
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Question: DenSco has previously had aggregate investor loans outstanding at approximately $16 to 18
milfion from its investors. We are stariing the process to update and rensw DenSeo’s private offering memo
(renew it every two years} and we have now been advised that DenSco now has almost $47 miilion in
aggregate investor loans outstanding. [ have asked Denny Chittick for the number of investors holding
outstanding Investor notes from DenSco, but he asked if he needs to count each investor note or can he
count the same investor with multiple notes as one investor, he also asked if he needs to count affiliated
investors as more than one investor, (jor "affiliated Investors®, he indicated some investors have invested
both in their own names as well as their trusts, and some investors have invested personally and separately
with his or her spouse, and if loans from Denny Chittick and his family members should also

count?] Since the aggregate investment is close to the $50 million threshold of many additional statutes
and regulations, we need some guidance with respect to the statutes and regulations that are now
applicable so that we can guide this client? 1 am concernad with trving to determine what might now be
epplicable, including the Trust Indenture Act, the Investment Company Act, the Investment Advisors Act
and any other applicable regulatory requirements,

Any guidance or direction you could provide would ba greatly appreciated.
Thank you,
Best regards, David

Bavid G, Beauchamp, Esq.

Bryan Cave LLP

Two North Cantral Avenue, Suita 2200
Phoenix, Arizona 85004-4406

email; david.beauchamp@bryancave com
{602) 364-7080Q | Diregt Tel,

{602) 716-8060 | Direct Fax

602) 3195602 | Mobile Tetl.

From: Henderson, Kenneth

Sent: Monday, June 10, 2013 4:21 PM

To: Beauchamp, David

Ce: Seabaugh, William

Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352952)

i think you should speak to Elizabeth Sipes in Denver about the 40 Acland 1A issues. She just recently joined us from Janus,

Bob Pederson in NY is the Indenture Act gurtr. You should raach ot to him on that tople. If he is not avallable, iry Jeremy
Finkelstein who also does lots of work in the trust indenture act area.

Good iuck with it.
KLH

From: Beauchamp, David

Sant: Monday, June 10, 2013 5:50 PM

To: Henderson, Kenneth

Cc: Seabaugh, William

Subject: DenSco Investment / 2013 Private OFering (Matter # 0352092)

6/17/2013
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Kan:

DenSco Investmant Corp., is a client who makes high interest Ioans {18% with no other foes) secured by first lien position against
real estate, Pursuant to a private Regulation D 506 offering, DenSco offers noles to accrediled investors at 8% fo 10% interest
depending upon the term length of the investor note. DenSco has beern in businass for over 10 to 12 years and has never missed
an interast or principal payment to its investors. Denny Chittick is the owner and solo employee of DenSco and he has been
investing in and privately financing Arlzona real estate for almost 20 years.

Question. DenSco has previously had aggregate Investor lvans outstanding at approximately $16 to 18 million from its investors.
We are starting the process to updata and rerew DenSco's privale offering memo (renew it every two years) and wa have now
been advised that DenSco now has almost $47 mifion In aggregate investor loans outstanding. Since this is close to the $50
million threshold of many addional statutes and regulations, who would be a good person for ma 1o discuss the new statutes and
reguiations so that we can guide this client? | am concemed with trying lo delermine what might now be applicable,

including the Trust Indenture Act, the lnvestment Company Act, the Investment Advisors Act and any other applicable regulztory
requirements.

Any guidance or direction you could provide would be graatly appreciated.

Thanks, David

David G. Baauchamp, Esq.

8ryan Cava LLP

Two North Cenirat Avenue, Sulte 2200
Phoanix, Arizona §5004-4406

emait: davi [\
502) 364-7060 | Dlrect Tet

802) 716-8060 | Direct Fax

602) 19-5602 | Mobile Tel.

6/17/2013
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Beauchamp, David

OFrom: Beauchamp, David
Sent:  Monday, June 17, 2013 4:67 PM

To: Wang, R. Randall
Subject: RE: DenSco Investment / 2013 Private Offering (Matter # 0352092)

Randy:
I talked to Denny Chittick, the owner of DenSco. Denny has already had the website modified.

Denny also reviewed the list of his investors. (there are only 114 individual investors from approx 80
families). All of his investors were either family or friends {or verified referrals from family or friends). When
Denny received a referral, Denny would meet with the person (or schedule a conference call) to confirm that
the potential investor was an accredited investor, and then to discuss what the potential investor knew about
the business and what the potential investor expected. Only if the potential investor was confirmed to be a
referral and an accredited investor did Denny discuss the investment process and provide a copy of

the POM. [Several times in the past, Denny had been used as a "cheap" source of documents (POM, loan
documents, etc.) by other people trying to duplicate and get into his real estate lending business. So Denny
knows his direct relationship to or the referral source for each investor. By doing that, Denny tried to prevent
his legal documents from being faken and used for free by other competitors.] Accordingly, Denny said that
he could verify in writing to us how he came into contact with each investor, if that makes a difference in how
he has to proceed.

According to his note schedule, Denny has approximately 60 investor notes that are scheduled to expire in
the next 8 months, so he would prefer o riot be shut down and have to return all of that investment money to
his investors until he could commence operations again.

Ohanks, David

David G. Beauchamp, Esq.

Bryan Cave LLP

Two North Cenfral Avenue, Suite 2200
Phoenix, Arfzona 85004-4406

email; david.beauchamp@bryancave.com
{602) 364-7060 | Direct Tel.

(602) 716-8060 | Direct Fax

(602) 319-5602 | Mobiie Tel.

O

6/17/2013
DIC0003615



Exhibit No. 60



From: Denny Chittick

Sent:  Mon 6/17/2013 11:26 PM (GMT-00:00)
To: Beauchamp, David

Cc:

Bcec:

Subject: Fw: changes to web site

read below, all done.
thx
dc

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

----- Forwarded Message -----

From: Jimmy Trainor <jimmy@flytrapproductions.com>
To: Denny Chittick <dcmoney@yahoo.com>

Sent: Monday, June 17, 2013 4:24 PM

Subject: Re: changes to web site

These are now done, DC.

On 6/17/2013 3:44 PM, Denny Chittick wrote:

i need to make some changes to the web site for
compliance rules
http://denscoinvestment.com/business.html

remove
DenSco is intended to provide an investment
opportunity that helps balance these swings. Based on
the length of time of your committed investment, you
can expect up to 12% a year return on your money (1% a
month times the amount you invest).

Note Amount ($50,000 and up):

6 months - 8%

1 year - 10%

2 to 5 years - 12%

You can choose to have your interest paid to you
monthly, quarterly, or compounded monthly, which ever

BC_001959



meets your needs. Because of the nature of this
investment there are some conditions that have to be
met: minimum investment of $50,000; additional
investments at $10,000 minimum. There are many
reguirements to meet to become an investor. Please see
Investor Requirements for complete explanation.

and

and remove this entire page
http://denscoinvestment.com/regquirements.html

thx
dc

BC_001960
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Kelly S. Ogleshy CR 50178
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Beauchamp, David : o M / 2013

From: Woang, R. Randall

Sent:  Friday, June 21, 2013 3:37 AM

To: Henderson, Kennath

Ce: Beauchamp, David; Endicott, Robert; Jensen, Garth

Subject: Re: Regulation D Question Concerning DenSco Investment f 2013 Private Offering (Matter # 0352962)
Unfortunately no, I think Dodd frank requires SEC rule making first before allowed.

Sent from my iPhone
On Jun 20, 2013, at 9:16 PM, "Henderson, Kenneth” <Kenneth Henderson@bryancave com> wrote:

Do you think the fact that It is on its way - and overdus, and mandated by Congress - helps this situation?

From: Wang, R. Randall

Sent: Thursday, June 20, 2013 10:15 PM

To: Henderson, Kenneth

Cc: Beauchamp, David; Endicott, Robert; Jensen, Garth

Subject: Re: Regulation D Question Cancering DenSco Investent / 2013 Private Offering (Matter # 0352592)

SEC is already overdue - I think fotks were hoping new Chair would commit to get the final rules out

quickly, if only as temporary final — but I don't recall hearing she has signaled when it will act.

Sent from my iPhone
On Jun 20, 2013, at 9:02 PM, "Henderson, Kenneth” <Kenneth . Henderson(@bryancave.com> wrote:

When will the "SOBS Act’ requirement that the SEC eliminate the general solicitation requirement for
all accredited inveslors offerings become effectiva?

From: Beauchamp, David

Sent: Thursday, June 20, 2013 7:33 PM

Ta: Endicott, Robert; Henderson, Kenneth; Jensen, Garth

Cc: Wang, R. Randall

Subject: Regulation D Question Concerning DenSco Investent / 2013 Private Offering (Matter #

0352992)
{1 am circulating this email at the suggestion of Randy Wang:)

DenSco Investment Corp., is a client which makes high interest loans (18% with no
other fees) secuted by first fien position against Arizona real estate. Pursuantto

a Regulation D, 506 offering, DenSco has offered investor notes to accredited
investors at 8% to 10% interest depending upon the length of the term of the investor

note. DenSco has been in business for over 10 to 12 years and has never missed an

interest or principal payment to its investors. Denny Chitlick is the owner and sole
employee of DenSco and he has been investing in and privately financing Arizona
real estate for almost 20 years.

As part of our due diligence for this offering, we reviewed the client’s website. Onits
website, the client lists several pieces of information concerning Arizona real estate,
but the client has also added Denny Chittick’s personal description of who or what
is an eligible “accredited investor.” In addition, the website also referenced the

62172013
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O interest rate paid by L. .3co to its investors, After we ad&‘ ~d this client that this
could be deemed to be "general solicitation” in violation of Regulation D, the client
immediately took down these references from its website. The client is not sure when
that language was added to its website. The client intended that the website was just
for potential borrowers and for existing investors. It included his view of the real
estate lending market and explained the status of any properties that DenSco had
comimenced or might have to commence a Trustee Sale to take ownership of the
security for a loan.

Based on a follow up conversation with Randy Wang and his research, the
information on the client's website, including the *layman's description of an
accredited investor” and the pricing terms for investment notes, this information

on the website would constitute general soficitation. The client has reviewed the list
of its investors. (there are only 114 individuat investors from approx 80 families). All
of the investors were either family or friends of Denny Chittick (or verified referrals
from family or friends of Denny). Even though Denny Chittick strongly believes {and
is willing to give a sworn statement to that effect) that none of DenSco's investors
refied upon the website until after they were investors, Randy and | are concemed
that if this information on the website is deemed to constitute "general solicitation,”
then the offering will o longer qualify under Regulation D.

As background information, Denny is comfortable providing the swomn statement to
us as referenced above, because he has a specific procedure when he has been
contacted by a pofential investor. [Several times in the past, Denny had been used
as a "cheap" source of documents (POM, loan documents, etc.) by other people
trying to duplicate and start a similar real estate lending business.] As a
precaution, Denny would meet or have a conference call with any potential investor to
confirm that the potential investor was an accredited investor, and then to discuss
o what the potential investor knew about the business and what the potentia! investor
expected. Only if the potential investor was confirmed to be a referral and an
accredited investor did Denny discuss the investment process and provide a copy of
the POM. So Denny knows his direct relationship to or the referral source for each
investor. By doing that, Denny tried to prevent his legal documents from being taken
and used for free by other competitors. Accordingly, Denny said that he coutd verify
in writing to us how he came into contact with each investor, if that makes a difference
in how he has to proceed.

According to his note schedule, Denny has approximately 60 investor notes that are
scheduled to explire in the next 6 months (and to probably be rolled over into new
notes), so he would prefer to not be shut down and {o have to retum all of that
investment money to his investors until he could commence opetations again.

Issue: Does anyone have any suggestion or thoughts that we can advise the client
(short of closing down its business for 8 months) that he needs to do to resolve the
logs of his exempt security status?

Thank you for any assistance that you might be able to offer. if there is anyonse else
at the firm who has the necessary Regulation D experience and might be able to
provide some insights, please et me know,

Best regards, David

David G. Beauchamp, Esq
Bryan Cave LLP

6/2112013
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Twa North Central Avenk,  ite 2200

Phoenix, Arkzona B5004-4405

. TS pDYANLEVE CL
{602) 364-7060 | Direct Tel,
{602) 716-8060 | Direct Fax
{602) 319-5602 | Mobite Tel.
<BCcoloriogo-ig-highres.jpg>

6/21/2013
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Baauchamp, David

From: Dcmeney [demaney@yahed.com]
Sent: Thursday, Juna 27, 2013 5:09 PM
To: Beauchamp, David

Subject: Changes to web

All changes u requested r dene
Oh ya I just took in another 1.I million yesterdsy

DICOQ03572
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Boauchamg, David

From: Demoney ldemoncy@yahpa.com)
Sent: Thursday, June 27, 2013 5:.06 PM
To: Beauchamp, David

Subject: Changes 1o web site

They r done

Oh ya I sust toeok in another 1.1 million yesterday

DICO003573
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Beauchamp, David ‘ Deln / 2oz
L L

Frem:  Denny Chittick [demoney@yahoo.com)
Saent:  Friday, June 14, 2013 12:24 PM

To: Beauchamp, David

Subject: Re: Attomay

ok 1 sentence should sufficel

DenScoe Investment Corp
www.denscoinvegstment. com/
602-469-3001

602-532-7737 £

From: "Beauchamp, David" <David.Beauchamp@bryancave.com>
To: "demoney@yahoo.com™ <demonay@yahoo.com>

Ce: "Beauchamp, David® <David. Beauchamp@bryancave.com>
Seont: Friday, June 14, 2013 12:21 PM

Sublect: Re: Attormay

We will nced to disclose this in POM.
Sorry, David

(Sent from my Blackberry wireless)
David G. Beauchawp, Esq.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenix, Arizona 85004-4406

email: david.beauchamp(@bryancave.com
(692) 364-7060 | Direct Tel.

(602) 716-8060 | Direct Fax

(602) 319.5602 | Mobile Tel.

This electronic mail message contains information which is (a) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE, OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (b) intended only for the use of the addressec{s) named
herein. IF you are not the addressec(s), or the person responsible for delivering this to the sddressec(s), you are hereby notified that
ceading, copying, or distributing this message is prohibited, If you have received this electronic mail message in crror, please
contact us immediately at the telephiono number shown below and lake the sieps necessary {o delete the message completely from
your computer system. Thank you.

IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we inform you that eny U.S. federal
tax advico contained in this communication (including any anachments) is not intended or writien to be used, and cannot be used,
for the purpose of () avoiding penaltics under the Intemal Revenve Code or {b) promoting, markefing, or recommending (o
another party any transaction or matier addressed herein.

From: Denny Chittick {maitio:dcmonsy@yehoo.com]
Seat: Friday, June 14,2013 12:07 PM

To: Beauchamp, David

Ce: Yomtov Menaged <smenz98754@aol.com>
Subject: Fw: Attorney

David;.
6/14/2013

DICO002633
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I have a borrower, to .ich i've done a ton o. business with, million
in loans and hundreds of loans for several years, he's getting sued
along with me.

He bought & property at auction, was issued a trustee's deed, i put a
loan on it. #vidently the trustee had already sold it before the
auction and received money on it FREO Arizona, LLC.

Basy Investments, has his attorney working on it, i'm ok to piggy back
with his attorney to fight it, Easy Investments willing to pay the
legal fees to fight it, I just wanted you to be aware of it, and talk
to his attorney. contact info is below.

thx
de

DenSco Investment Corp
www.denscoinvestment . com/
602-468-3001

6025327737 £

~ Forwarded Message ——-

From: Scolt Menaged <smenal8754@acl coms
To: Denny Chittick <demoney@yahoo.com>
Sent: Friday, June 14, 2013 1153 AM

Subjact: Atomay

Denny,

Here is my attorneys info. If your attorney needs anything, just let me know!
Thanks

.}eﬂ‘rey a4 Goulderi Paﬂnex | Stinson Mcmsan Hecker LLP

.60, 5128531 wgez 586.5217 | M:602,999. 4350
igoulder@stinson com § www.stinson.com

This electronic message is from a law flem. It may contain confidential or privileged information. if you recaived this ransmission in
arror, please reply to the sendar to addvise of the error and delele this ransmission and any attachments,

IRS Circutar 230 Disclosure: To ensure compilance with requirements Imposed by the IRS, we infurm you thatany U.S. federal
tax advice containad in this communication {incizding any attachments) is not intended or written to be used, and cannot be used,
for the purposa of {i} avoiding pengzities under the Internal Revenua Coda or (i} promisting, marketing, or recommending to
ancther parly any transaction or matier sddressed herein.

bellp2013

1472013
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From: Denny Chittlck

Sent: Fri 6/14/2013 7:28 PM (GMT-00:00)
To: Beauchamp, David

Ceo:

Bee:

Subject: Lili's law suit

Attachments: Lili law suit 7th Ave.pdf

This is another borrower, i've been working with since
2001.

She bought this property, there are 22k of back taxes,
from what i can decipher from this document, they
bought hte tax lien, she's going to pay the back taxes
today or monday, so then this all goes away right?

i think it's funny his, dad or brother is his notary,
which leads me to believe it's a one man show and
lawsuit papermill.

thx

de

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602—-532-7737

BC_001268
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CONMMSSIONERS ERAEST G, JOHISOR
GARY PIERCE « Chalanan Exagcutive Diregor
SANDRAD. KENEDY
PAUL NEMEAN PATRGIAL BARRELD
ERENDABURNS Comordtions O¥iskn
ARIZONA CORPORATION COMMISSION
Date osl05/2013

DENSCO INVESTMENT CORPORATION

8132 WVICTORIA PL
CHANDLER, AZ85226.

Dear Sir or Madam:

Enclosed is a copy of the following document(s) that were served upon the Arizona
Corporation Commission on 06/04/2013 as agent for DENSCO INVESTMENT CORPORATION:

Case caplion: MACWCF I, LLC v. DENSCQ INVESTMENT GORPORATION,

Case number Cv2013.092140 Caourt: MARICOPA GOUNTY, SUPERIOR COURT
D Summons .
Complaint

Subpeena

Subpoena Duces Tecum

Default Judgment

Judgment

Wit of Gamishment

Mation Far Summary Judgment

Motion for

Other CERTIFICATE OF COMPULSORY ARBITRATION | "

KROOOOOOOK

cerely,

¥
Custodian of Records

Initials PTQ
File number 9874584

Fae0s.doo

Rew 10009
41300 WEST WASHINGTON, PHOENDL AREZONA I5097-2029
Yeww wiceany - SU2S4%3024
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COMMISSIONERS JOOLJERCH
B0 B STUWP - Grialman Emcutive Direttor
BREND: [BEE%B
BOY BURNS ‘ PATR]GISIL %rm—'lsm
[y=14
SUSAN RTTERSMITH Carporstiont Bivisier

ARIZONA CORPORATION COMMISSION

CERTIFICATION OF SE;r:{VIC‘l'E ACCEPTED AIQID OF MAILING
Date: 06/05/2013
I, Peter Graham am an employee of the Arizona Corparation Commission (*ACC").

I hereby certify that on the 4TH day of JUNE, 2013, | accepted on behalf of the ACC
service of the following documents upon the ACC as agent for DENSCO INVESTMENT
CORPORATION.

Case caption: MACWCP I, LLC V. DENSCO INVESTMENT CORPORATION,
Case number: Cv2012-092140

P

MARICOPA COUNTY , SUPERIOR COURT

Summons .. L[] Default Judgment ks
Complaint [ Judgment O
Subpoena [ Writ of Garnishment

Subpoena Duces Tecum

Mation for Summary Judgment

Motion for

P  Other CERTIFICATE OF COMFULSORY ARBITRATION

» -

OO0O0OXKK ¢
=]
e

| declare and certify under penalty of perjury that the foregoing is true and correct,

Executed on this @j' W*{é )
{Signature) \‘ _EE)Q ﬂ;ﬂ/\
-

Recdz.don
Rev 1045
1300 WEST WASHINGTOMN, PHOENIY, ARIZUNA 85007-2929
Werwazec.goy - S12-542-3028
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EBQMMSSIONE:S_ JOD! JERICH
BS P~ Chalmman Exoeitive Orector
BOB RIRNS 5 D PATRIGI;}L. BARFIELD
SUSAN HTTERSKITR - latar
o R Corporaions Divison

ARIZONA CQRPORATION COMMISSION

|, Peter Graham, am an eniplayee of the Arizena Corporation Commigsion (‘ACC").

[ heteby certify that on the 5TH day of JUNE, 2043, | placed a'topy of the above listed
documents in the United States Mail, postage prepaid, addregsed fo

DENSCO INVESTMENT CORPORATION
at its last known place of businass as follows:

8132 W VICTORIA PL.
CHANBLER , AZ §5226-

OR

| hereby certify that | was unable to mail the above listed documents to

because that entity is not a registered corgoration or limited flability company in the State
of Arizona, and the Arizona Corporation Commission has ne record of is known p!ace of
business.

4 =

I declare and certify under penalty of perjury that the foregoing is true and correct.

Executed on this 2013

o

Signature (
(Sig ) .

RacO7,doa
Rav 10/09
1300 WEST WASHINGTOH, FHOENK, ARZONA 830iy-2a2¢ |
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KESSLER LAW QOFFICES
Eric W. Kessler, SBN 008158
24Q North Center Street
Mesa, Arizona 85201
{(480) 644-9047
(4890) 644-0095 FAX
eric@kessleflaw. phxcoxmail.com
Attomey for Plaintiff
IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA
MACWCP I, LLC, a limited liability )
company, ) 914
) 13~-092140
Plaintiff, } No. CV 2 013
)
Vs, ) SUNMMONS
)
LiLI RUBIN INVESTMENT )
PROPERTIES, LLC, a limited liability ) .
company; DENSCQ INVESTMENT )} ¥youwould ke legal advice from a lawyer,
CORFORATION, a corporation; ) contaet the Lawyer Refarral Service at
*JOHN DOE and JANE DOE; ) 662-227;"4434
ABC CORPORATION; ) ww.maroo
palawyers.org
ALl UNKNOWN HEIRS OF ABQVE, ) . Sponsorad by fo
) Maricopa County Bar Asstaiation
Defendants, )
IN THE NAME OF THE STATE OF ARIZONA:
TO: All Defendants named above.
GREETINGS:
YQU ARE HEREBY SUMMONED and required to appear and defend in the
above-entitled actian brought against you by the above-named Plaintiff, in the Caunty
of Maricopa, State of Arizona, and answer to the Complaint fited in said Caurt at 222 E.

4 Javelina, Mesa, AZ 85210, within twenty (20) days if served personally within the State
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of Arizana, or thirty (30) days after completion of service outside of Arizona or by

publication, Ym'; are nofified that in case you fail to appear, Judgment by default will be *

rendered against you for the relief demanded in the complaint. Plaintiif's attomney is:
Eric W. Kesster, 240 N, Center St., Mesa, AZ 85201. (480) 644-0093. '
GIVEN UNDER MY HAND THIS DATE:

COPY
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KESSLER LAW OFFICES '

Eric W. Kessler, SBN 009158 " @@ p‘%f
240 North Center Sfreet -

Mesa, Arizona 85201 o N MAY 382013

(4BD) 644-9047 o
(48D) 644-0095 FAX ) M K, B0, CLEK

eric@kessleriaw, phxeoxmail.com

Attormisy for Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

oy

- Lot —_—rm e

MAGWGP i, LLC a Ilmited liability )
company, )
(V2013-092140
Plaintiff, No. - -

vs. COMPLAINT

LILI RUBIN INVESTMENT
PROPERTIES, LLC, a limited liability
company; DENSCO INVESTMENT
CORPORATION, a corporatiar,
JOHN DOE and JANE DOE;

ABC CORPORATION;

ALL UNKNOWN HEIRS CF ABQVE,

Pt g e et N Vg S’ Wit Nt "t St Vit “Spu? pnd® Wpe?
a

Defendants.

COMES NOW the Plaintiff, through counsel undersignad, and for its Complaint,
allegses as follows:
L.
That the propertias set forth herein are in Maricopa County; that Defendants are
individuals, parinerships, cerporations, asséciations or other entities as shown in the
caption of this Complaint and reside in or have caused an event to occur herein; that

JOHN DOE, JANE DOE and ABC GORPORATION are fictitious names designating an
3

e e ey T S P s b p Rl S AR et e e e v s fpeead

O

BC_001974



O

A g Ay -'9‘.

10
11

12{]

14
15

individual or other legal entrty urknown to Piaintiff, and whose true nama(s) Plaznttff will
ingert herein by amendment Upon discovery thereof, that Defendants make some claim
to the subject real property adverse to Plaintiffs ¢clalm, and that this Court has .
jurisdiction over these parties and the subject matter herein.
iL
That in arder to pay for delinquent taxes legally levied and assessed against the

property, together with interest, penalties and charges thereon, the Maricopa County

Treasursr-Sotd & ligrr aneifer property-kndwn as-Maricopa County tax parcal 15829046~ - -

in February of 2010 and that tha original of said Certificaté of Purchase was soldto
Plaintiff herein.

i lil.

That the sale referred to in paragraph |l above was valid and the taxes dug and

owing on the property wers delinquent at the time of =aid sale.
. V.

That the whole amount of all delinquent taxes, interest, penalties and charges
legally due and owing on the property were paid to the Maricopa County Treasurer
upon a Certificate of Purchase, the amounts being qndo;sed therson; that more than
three years have elapsed since the date of sale set forth above, and none of the
property has been redesmed therefrom. Plaintiff is thus entitled to foraclose the rights
of Defendants to redeem the property from said sale. P.lﬁllnflff is now the owner of the
{ien on the property, subject only to the rights of Defendants to redeem the propetiy

and 1o pay Plaintiff's costs and attorney's fees pursuant to A.R.S. §42-18208,

4
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V. .
Plaintiff has complied will ;elll nofice requirements set forth in A.R.8. §42-18201,
et seq.
1. That if Defendants, or any of them, redeem the property, the Court shall rendsr
Judgment ordering payment by‘ the redeeming party to Plaintiff for costs incurred for
fitle search, filing and recording fees, service of process fees and all other costs

incurred herein, together with a reasonable aftorney’s fee pursuant to AR.S. §42-

i

2. Thatthe Court declare that the sale of the lien, the Certificate of Purchass
issued pursuant thereto, and the service of precess on all Defendants ars valid; that at
the sale of the lien, the taxes thereon w;are delinquent; that more than thres years have
elapsed since the sale of the lien and the commencement of this action; that the rights
of Defendant ta redeem the property fram said sale are forever foreclosed; and that
Defendants are barred forever from having or claiming any right or title adverse to
Plalntiff herain, Plaintiff further prays to be adjudged the owner in fee simple of the .
whole of the property; that the title to said properiy be quieted in favor of Plaintiff; and
that the Madt:'-opa County Treasurer be commanded to execute and deliver fortiwith to
Plaintiff a deed conveying the property fo Plaint‘iff, in accardance with Title f£2, Arizona
Revised Statutes.

OATED THIS DATE: 037 1%

3

: 3
o {,_ff
’ £

Eﬁ% W. Kessler
Attorney for Plaintiff
5
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STATE OF ARIZONA )
) s8. -
County of Maricopa )

Undersigned counsel, upon his oath, deposes and says that he is the atforney
for Plaintiff herein and is authorized to make this verification on behalf of Plaintiff; that

he has read the foregoing Complaint and knows the contents thereof; and that the

same are frue and correct to the best of his knowledge, information and belief.

- van Yhy

}ﬁﬁ W. Kessler
mey for Plaintiff
Subscribed and swom ko before me this May 27, 2013, by ERIC W. KESSLER,
Natary Public
My Commission Expires:
GRAIG KESSLER
Nty r P-iblle - Afzona
'+ 1 02 County
o azres Jot 13, 2016
R -

¢ asttfe s
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MACWCP H, LLC a Ilmlted habmty

KESSLER LAW OFFICES -
Erlc W: Kessler, SBN 009188 e
240 North Center Strest GO Py
Mesa, Arizona 85201
(480) 644-0047
{480) 644-0095 FAX _ MAY 282013
eric@kessterlaw. phxcoxmail.cor  MICHAEL X, JEANE

o '?f GARCIAS' GLERK
Attorney for Plaintiff EPUTY CLERK

IN THE SUPERIGR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARIGOPA
GVQO 13~ 092‘1 40

LA -t

company,
Plaintff, CERTIFICATE OF
COMPULSORY
VS, ARBITRATION

)
)
)
)
)
)
LIL! RUBIN INVESTMENT )
PROPERTIES, LLC, a limited llability 7}
company; DENSCO INVESTMENT )
CORPORATION, a corporation; )
)

Defendants,, 3

Undersigned counsel hereby certifies that the largest award sought by Plaintiff,

excluding punitive damages, costs and attorney’s fees does not excesd the limits for
compulsory arbitration. Howsever, this action concems fitls fo real property and
thersfore is not subject to arbitration.

DATED THIS paTe: 5 3317

i
1)
\ ‘? e e

éRr’cw KESSLER
Attormay for Plalntiff
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From: Denny Chittick

Sent:  Fri6/14/2013 7:37 PM (GMT-00:00)
To: Beauchamp, David

Ce:

Bee:

Subject: Re: Lill's law suit

ok no problem.

haven't been sued in all these years, now two the same

day 1 get back from vacation!

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

From: "Beauchamp, David" <David Beauchamp@bryancave.com>
To: “demoney@yahoo.com™ <dcmoney@yakoo.com>

Cc: "Beauchamp, David" <David.Beauchamp@bryancave.com=>

Sent; Friday, June 14, 2013 12:34 PM

Subject: Re: Lili's law suit

Denny:
1 am at a seminar this afternoon, but I will read it and get back to you.
Thanks, David

(Sent from my Blackberry wircless)
David G. Beauchamp, Bsq,

Bryan Cave LLP

Two Narth Central Avenue, Suite 2200
Phoenix, Arizona 85004-4406

email: davidbeauchamp@bryancave.com
(602) 364-7060 | Diirect Tel.

(602) 716-8060 | Direct Fax

{602) 319-5602 | Mabils Tel.

This clectronic mail message contains information which is (a) LEGATLY PRIVILEGED,
PROPRIETARY IN NATURE, OR OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and
(b) intended only for the use of the addressee(s) named herein. If you are not the addressee(s), or the
person responsible for delivering this to the addresses(s), you are hereby notified that feading, copying, or
distributing this message is prohibited, If you have received this electronic mail message in error, please
contact us immediately at the telephone number shown below and take the steps necessary to delete the

message completely from your computer system. Thank you.

BC_001966
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IRS Circular 230 Disclosure: To emsure compliance with requirements imposed by the IRS, we inform
you that any U.8. federal tax advice contained in this communication (including any attachments) is not
intended or written to be used, and cannot be used, for the purpose of (a) aveiding penzlties under the
Intemal Revemic Cede or (b) promoting, marketing, or reconmacading to another party any transaction or
matter addressed herein.

From: Denny Chittick [mailto:demoney@yahoo,com]
Sent: Friday, June 14, 2013 12:28 PM

To: Beauchamp, David

Subject: Liii's law suit

This is another borrower, i've been working with since
2001.

She bought this property, there are 22k of back taxes,
from what i can decipher from this document, they
bought hte tax lien, she's going to pay the back taxes
today or monday, so then this all goes away right?

i think it's funny his, dad or brother is his notary,
which leads me to believe it's a one man show and
lawsuit papermill.

thx O
dec

DenSco Investment Corp
www.denscoinvestment. com/
602-469-3001

602-532-7737 £

This electronic message is from a law firm, It may contain confidential or privileged information. If you
received this transmission in error, please reply to the sender to advise of the error and delete this
transimission and any attachrents.

IRS Gireular 230 Bisclosure: To ensure compliance with requirements imposed by the RS, we inform you
that any U.S. federal tax advice contained in this communication {including any attachments) is not
intended or written o be used, and cannot be used, for the purposs of (i) aveoiding penalties under the
Internal Revenue Code or (ji) promoting, marketing, or recommending to ancther party any transaction or
matter addressed herein.

bellp2013

(:),
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From: Denny Chittick

Sent:  Fri 6/14/2013 8:43 PM (GMT-00:00})
To: Beauchamp, David

Cc:

Beo:

Subject: Lili's suit

don't worry about that one, it was what i thought tax

lien, she paid it today,
thx
de

DenSco Investment Corp
www .denscoinvestment.com/
602—-469-3001

602-532~-7737 £

so it will go away.

BC_001965






From: Beauchamp, David

Sent:  Fri 6/14/2013 11:45 PM (GMT-00:00)}
To: 'Denny Chitflck’

Ce:

Bce:

Subject: RE: MACWCP vs. LI Rubln Investments

Denny:
Sounds good.

Best, David

David G. Beauchamp, Esqg.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenix, Atizona 85004-4406

emall: david.beauchamp@bryancave.com
{602} 364-7060 | Direct Tel.
{602} 716-80860 | Direct Fax
(802) 319-5602 | Mobile Tel.

Froms: Denny Chittick [mailto:dcmoney@yahoo.com]
Sent: Friday, June 14, 2013 4:38 PM
To: Beauchamp, David
Subject: Fw: MACWCP vs. Lil Rubin Investments

all taken care of.
thx
de

DenSco Investment Corp
www.denscoinvestment.com/
602~469-3001

602~-532-7737 £

s Forwarded Message --——

From: "istolanova@cox.net” <Istolanova@cox.net>
To: Denny Chitiick <dcmoney@yahoo.com>

Sent: Friday, June 14, 2013 3:42 FM

Subject: Fw: MACWCP vs. Lil Rubin Investments

Sent from my BlackBerry® smartphone, powered by Cricket.

BC_001961



From: Craig Kessler <craig kesslerlaw@gmail com>
Date: Fri, 14 Jun 2013 15:04:35 -0700

To: <Istoianova@cox.net>

Subject: MACWCP vs, Lil Rubin Investments

Lili,
Attached is a payoff statement for the above referenced case.

Craig Kessler
Legal Assistant
Kessler Law Offices
{480) 644 0093

O
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Exhibit No. 68



OFFICIAL RECORDE OF
MARICOPA COUNTY RECORDER
HELEN PURCELL
20130267156 03/25/2013 09:41
ELECTRONIC RECORDING

Or\

When Reeorded Retum To: 1 12e121—m
Active Funding Group, LLC :?Sy_msg 12-1-1
8925 E Pima Center Parkway alumboa
Ste 135
Scotisdale, AZ 85255 2 :

EXH. No. ‘@i

—-—

Kelly 5. Oglesby CR 501 78

DEED OF TRUST AND SECURITY AGREEMENT
VTS ARSI OF Fee
TRUSTOR: EASY INVESTMENTS, LLC

3030 N CENTRAL AVE #503
FHOENIX, AZ 85012

TRUSTEE: David W. Cowles, Esq.
Tiffany & Bosco, P.A,
Third Fioor Camelback Esplanade Il
2525 East Camelback Road
Phoenix, AZ 85016-9240

BENEFICIARY: Active Funding Group, LLC an Arizona Limited Liabikly Company
8925 £ Pima Center Pkwy., Ste 135

s Sooltsdale, AZ 85258

Q PROPERTY LOCATED AT: 7085 W ANDREW LANE PEDRIA, AZ 85383

COUNTY: MARICOPA

™

DATE: MARCH 25, 2013

A CONVEVYANCE OF TRUST PROPERTY:

TRUSTOR HEREBY RREVOCABLY ORANTS, TRANSFERS AND ASSBIGNS TO
TRUSTEE, IN TRUST, with power of sale and right of entry and possession, that cerain redl
properly described in Exiibit "A” sltached hareto and made a part hereof;

TOGETHER WITH all of Trustor's interest now halt of hereafier actuired in any of the
following:  all buidings and improvemants now oF hereafler erecled thereon and any sasement
appurtenanl to said property, or in land lying in any streed, roadway or alleyway adjeining of being a
part of said real property, and all personal property and fixhures now o hereaflar altashed to of used
in connection with the premises herein described, Induding, bid by no mesns Imitsd o, o
ventitating, heating, air condilioning, pkmbing, and lighting fidures and equipment, and afi power ang
sprinkling sysfems;

TOGETHER WITH ol water and water rights, pipss, flumes and ditches and the water
flowing trough the sams, belonging orin any way appertaining to saild propartly,

. TOGETHER WITH the rents, issues and profils thereof, SUBJECT HOWEVER, fo the right,
powsr and authority hereinafter given to and conferred upon BENEFICIARY lo collect and apply
such rents, issuss and profils;

TOGETHER WITH 2l righ!, {itie and Inlerest in and to, and rights of use and enjoymen,
licenses, memberchips, privileges and appurtenantes arising oul of or pestaining to () the indusion
of Ine foregoing real property in a condeminium, herizontsl property regime, planned unl

"
+
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20130267156

development, master planned communily {or equivalent properly regimes), (i} ownership of the
foregoing real properly or other legal or beneficial interest In a eondominium, harizortal property
regirms, planned unit development, master planned eommunity {or aquivalent properfy regimes), and
1) membership in any master association, homeowners' association, properfy cwners' associaion,
golf club, gocial ciub (or equivalent nonaprofit or forprofit associafion or sorperation).

Al of the abeve-desoribad property shall hereinafler be referred to as the “Trust Property”.

B. FOR THE PURPOSE OF SECURING:

t. Tirely payment of the indebtedness evidenced by a Promissory Note of even dale
herawith, and any renewals, extensions, modificalions, or replacements thereof, in the original
principal amount of ONE HUNDRED SEVENTY FIVE THOUSAND FIVE HUNDRED DOLLARS
AND _0BH 00 {$175,500.00) exected by Trustor and deliverad to Beneficiary (the “Note®), fogather
with interest thereon, fees, and late charges as provided by the Note.

2. Timely payment of such fusther sums as Trustor of any successor in ownarship
hereafter may borow from Bepeficdary, whether as fullre advancements or otherwise.

3. Timely repayment of any cosls, expenses of other sums expended, houred or
advanced by Beneficiary or Trustee for the pretection of the securily of this Deed of Trust fan
"Advancement”), wilh interest iherson al the sams rate as the Note, from dafe of Advancement und
pzid in full, Al such Advancemenls are due and payable in full &t the lime of and in addilion o the
next monthly payment under the Note faling due after the date of writlen desnand for repayment.

4. Timely performanes of each agreement of Trustor contained In this Deed of Trugl,
and contzined within the other metrumants, account servicing agreenients, escrow inshustions or
ofer documante ulilized in connection with tha transaction evidencad by the foregoing.

C. TRUSTOR'S WARRANTY:

Trustor warrants that Trustor is seized of good and rmerchantable iitle to the Trust Property,
and that the Bile hereby conveyed is free, clear and unencumbered, sutjecl only io those cerlalin
excaplions exprassly approved in wiiting by the Beneficiary which are identiied on Exhibit “B*
eftached hereto and made a part hereof,

1. TO PROTECT THE SECURITY OF THIS DEEDR OF TRUST, TRUSTOR AGREES:

1.4 To take rezsonable care of the Trust Proparly; to maintain said propesty in good
repair and condition; to replace all lems of propedy secured by this Dead of Trusl which may wear
out, or be Tos!, damaged or desfroved; to commit of pernit no wasts, and do no act which will unduly
impair or depreciale fhe value of the tust property as security; not {o impair or abandon any water of
other rights of whalever nafure now or hersafter appurtenant fo the Trust Property. Trustor agraes
not to remova or demalish any buliding on the Trust Property; to complete or restore prompliy and in
gond and workmankixe manner eny bulding which may be constructed thereon and to pay when due
all ¢lgims for iabor perionned and materials furnished therefore; and o comply with 2t laws affecling
the Trust Properly or requiing any altetatlons or improvements to be made thereon, Trustor further
agrees not o do, or permil any acts v be done, which might reduce or tend to reduce the value of
the Trust Prapeady or to threaten the sscurity of this Deed of Trust.

1.2 Triat no Finanding Statement or Sectrity Agresment, covering the property which is
or may be the subjedt of this Deed of Tiust, or the proteeds from suth preperty, 5 on fila in any
public ofilce and that, except for the securnily interest granted in this Deed of Trust, there is no fien,
secunily interesi or encumbranca In or on such properly or the procgeds thareof. Trustor shall prolect
and prevent all such property from deterioration, sxcept for ordinary wear and fear from s intended
primary usa.

1.3 fApphies If the Trust Propery is Improved.] To provide and maintain policies of
fire and extendad coverage swrance on the Trust Properly in an amount rot fess than the full
reptacement value (as defemiined by Beneficlary) of the improvements, fixiures, and equipiment
comprising part of the Trust Property. Such policies shall have a replacement cost endorsement and
an inflafion guard endossement, Truslor will also provide comprehensive general Tabiity insurance
for botiily injury (including death) and properly damage I an amount not less thap $1,000,000.00;
rent joss Ihsuranca for a minimum pesiod of ohe year; and, when requested by Beneliciary,
insurance against any other risks as are reguarly required by tenders for similar types of Arizona real
praperty, all in such gmounis as may he reasonably required by Beneficlary, if the Trust Properfy is
lotated in a "food plain area” as dafined by the Foderal Insurance Administrafion pursiiant to 44

[R——



20130267158

GF.R Part 59, then federal flood bhsurancs in the maximum oblainable amount {but ot excesding
the Joan amount) ¢hall be required. Al such policies shall be with companies or assodiations of
companies frorn tme to ime approved by Beneliclary, shall contaln standard tnust deed beneficiary
clauses endorsed thereon making losses payable to Beneficiary, and shab atherwise be in form and
subslance safisfactory to Beneficiary. Trustor shall nol permi any condition to exist that would
wholly or pariially invalidate any such insurance.  Truster shali assign and defiver any end &l poficies
of Instrante to Benefidary or shal provide Beneficiary with carfificates of such insuranca coverage
that shall be imevoceble without lhirly (30) days grior notice to Beneficdary and not subject lo
modification without Benefisiany's pitor written approvel. At least fifteen (15) days before explration of
such poficies, Trustor shail deliver to Beneficiary renewals thereof, or renewal cattificates herafore,
along with a premium ressipt evidencing payment in full of the required premiums for at least tna
year's Goverage.

In the event of loss, Yrustor shall give immediste nofice by mal to Benefigiary, and
Beneficlaiy may make pioof of loss if pot made promplly by Truster. Each insurance company

O
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concarmedisheraby-avthorired-and directed lo-make- payment-for-suth-loss irselly. 1o Benefidary,
instead of to Trustor or Trustor and Beneficiary jointly.

1.4 Te pay prior o becoming definquent, 2l faxes, assessments, waler
duesfassessments and ell other chames of every type or nalure assessed, or which may be
assessed, against the Trust Property or any part thereol or upen the wnterest of the Benelisiary in
sald Trust Property or upon any personal propery, and to pay, when due, any other texes (nduding
cofporate tores), assessments or chargss, claims of encurnbrances thal might bacome a fien prior to
thio security of this Deed of Trust, or which might have prionly in Jdsbibulion of the proceeds of a2
judicial sale.

15  [Applies if initialod by Trustor ) Truslor shall make monihly deposits
into an impound account with Beneficiary, which account shall be subject to the conlrol of
Beneficiary, of a sum equal to ong-tweifth (1/12) of the yearly taxes and assessments against ihe
Trust Property

15 Thai upon wrilen request by Beneficiary, Trustor will appear in and prosacule of
defend any aciion or proceeding that reay affect the priodity of thiz Desd of Trust or e secuity of the
Beneficlary hersunder or the Trust Properly and will pay all reasonable costs, expenses {nduding
the cost of searching le), and aormneys' fees incued in such action of proceading. Should Trustor
fal to so act within such finse as required to avoid entry of a default judgment Baneficlary may, at ils
aplion, appear in and defend any action or proceeding purporting to affect the priorty of this Deed of
Trust o the Trust Propady or the dghts or powers of Beneficlary. Bensfitlary may, al ks option, pay,
purchass, confest, oF compromiss any adverse claim, encumbrance, charge or lien, thal in the
reasonable judgment of Benefitiary appsars 10 be prior oF stparbor {0 the lien of this Deed of Trust
All amounts paid, suffered of incurred by Beneficiary in exercising the authority herein grantad,
including reasonable atiomeys' fee, shall be Advancements, as that larm is defined in Saction B.3.

1.7 To comply with all laws, ordisances, regulations, covenanls, conditions and
restictons affecting the Trust Property and not to suifer or permit any act Ip ba done iz or upon tha
Trust Property in violation therecf.

1.8 i Trustor fails 1o ohserve or perform any monetary or non-monstary sonclillon of
obiigation to be cbserved or performed by Trustor under this Deed of Trust or o pay expenses i
conbestion therewith, Beneficiary, in iis sole discretion and without demand or holice, may perform
such chiigation or do any act to cause such condition fo bs ohserved or incur and pay expensés In
connection ferewilh. Howaver, Benefidiary will not be obligated fo perform any such obligation of
Frustor or to {ake any aclion to cause any such condiion o be observed and any suoh performencs
or action by Beneficiary will not create an obligafion on the part of Beneficiary.

1.8 To pay to Benefidary, as Advancements, all sums of monay which Bensficiary shall
pay pursuart to any of the provisions of this Deed of Trust, together with interest upon each of said
amounts at the rate(s) set oul in the Note, until repaid, from the time of the payment therect by
Benficiary, at the Defatit Inlerest Rate sei forth in the Nots. Trustor agrees to pay all sosts inourred
by Beneficiary in connection with any modification of this Deed of Trust and any release of property
subject io s Deed of Trust. Trustor further agrees to pay all costs incurred in connection with the
payclf of the Note and release of this Dead of Trust.

140  That any amoun! or amounts paid by Benefictary under any provision of this Deed
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of Trust, or otherwise, shall be addad fo the indebiedness secured by this Deed of Trust.
2, ADDITIONAL SECURITY/COVENANTS:

21 This Deed of Trust shall cover afl personal property now or at any me hersafter
owned by Trustor and affixed to, located upon of used in connection with of in the operafion of the
Trust Properly, and all repowals, replacements and substihdtions theteof, which, to the Rulest extent
permittad by law, shall be deemad fixtures and a pari of the real property, and shall cover al arlicles
of personat properly and aff materdals delivered to the Trust Property for incorporation or use in any
constuction conducted thereon, including, but not Emited Io, construciion materials, supplies, lumber,
machinery, fumilure, fumishings, equipiment, decoralive ilems and fadures, heating ecuipment and
alr conditioning equipment, together with afl substitlions, accessions, epairs, replacements and
addifions therso!, including the proteeds of sales thereof,

In eddition, this Deed of Trust encumbers all inchoate rights, confract rights,
licensas, choses in action, intangibles and tangible personal propetly on or appurténant o the real
property, whelher or not described in Bxhibit °C”, if such exhibi be atteched heveto.

22 As addilional security and lo facllitate payment and parformance of its obligations
hereunder, Trustor hereby assigns fo Beneficiary the righl, power and authority to collect any rent,
Issues and profits of the Trust Propety, resenving unfo Trustor the right, grior to any default by
Trustar, o collect and retain such rents, issuss and profits. Upon any defaull, Beneficiary may &t any
time, without nofice, aither b person, by agent, or by a receiver, enter tpon and taKe possession of
the Trust Propetly, sua for or otherwise collect the rents, issues and profits of said Trust Property,
and apply the same, less costs and expenses of aperation and collectipn, including reasonable
atiomeys’ fees, to any indebledness secured hefeby, and In such order as Bensficlary may
delermine.  Upon any default, Beneficiary may exerdss any righls of Trustor to ferminate any
termncy or occupancy of soid proparly, evict any person weongluly in possessich of ocoupancy
thereof, and lel said properdy, in whols or part, and defiver possession theresf. The entering upon
and taking possassion of said Trus! Property, the cofiection of such rents, issues and profits, and the
application thereof as aforesaid shall not cure or waive any default by Trustar hereunder,

2.3 To the extent any propery covered by this Deed of Trust consisls of righis of action
or personal property covered by the Uniform Commercial Code, this Deed of Trust constilules a
Becurity Agreement and Trustor hereby grants & securily iferest in such property in favor of
Bereficiary; and all the above property, whether described gensrically or specificafly, shall ba kept at
or on the Trust Property or al Trustar's place of business unless Truslor nolifies Beneficiary in writing
of & proposed removal of such propetty and Beneficlary consents in willing prier to its removal to
ancther location.  This Deed of Trust shall be selfoperative with respect o all such properly, bul
Trustor agrees o execute and defiver on demand such securlly agreements, financing stafements
and ofher inslrumenis as Benefictary may request In ordar to impose the len created hergin more
spexifically upoh any of such property. Trustor agrees that all property of every nature and
dascription, whether real or personal, coverad by tis Deed of Tust, together with all personal
property covered by such securify inferests, are encumbered as one unit, and that upon default by
Trustor under the Note secured hereby, or under this Deed of Trust or any securily egreement given
pursuant to this paragiaph, this Deed of Trust and such seculy interests may be foreclosed or sold
in the same proceedings, and sl of the Trust Properly (both realty and parsonglly) may be sold as
one unit as 2 golng business subject to he provisions of AR.S. §33-810(A).

24 Shoeuld the Trust Property of any part therest ba laken by reasan of any public
improvement or candemaation proceeding, Beneliciary shall be enfifled to all compersation, awards,
or ather paymants i respect thereof up to the balanes of the indebtedness secured hereby.
Beneficiary shall be entitled, at ils oplion, 10 commence, appear in and prosecule in is own mame
any actisn or proceeding, or to make any compromise or setllement, in carmection with such aclion
or proceeding. Al such compensation and proceeds are hereby assigned to Benaficiary who may, in
its sole discretion, apply same lo the indebledness secured hersby. Trusler agrees fo execute such
further assignments of any compensalion, awards or othet payments as Beneficiary may require.

25 In the event the Trust Properly of any part thereof Is damaged by fire, flood or in any
ofher mannsr, all procesds from any policies of fiie or other insliance affecting the Trust Property
ars hereby assigned to Bensficiary.

26 By accepling payment of any sunt secured hereby zffer iis dus date, Beneficiary
does not waive its right either to require prompt payment when due of all olher sums so secured or o
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declare default for failure to pay same.

27  Atany fime or ffom fiwe o time, without Babilily therefore and without nofice, upon
waitten request of Bereficlary and presentafien of this Deed of Trust and all notes secured hereby for
endorsement, and withoul affecling the personal fiabity of any person for payment of the
indebledness securad hereby, Trustes may: reconvey any part of he Trist Property; consent 1o the
making of any map or plat thereof, joln in the grant of any easement thereon; or join in any exiension
agresment or any agreement subardinating the tien or charge heraof,

28  Trslor expressly covenants that if, without pror wriien conssnt of Beneficlary
(a) 2l or any pait of any interest in the Trust Property is directiy or ingireelly sold, teensferred,
assigned, morigaged, pledged or otherwise conveyed, o (b) a confract of sale or offser conveyancs
is entered into with respect thereto, or (¢) fitfe to the Trusl Property or any part of it becomes directly
or indirecdly, legally or beneficially, vested in any parly other than Trustor in any manner whatsoovar,
or (d) any fian or other encumbrance is recorded or claimed against the Trust Property with Trustors
consent subsequent to the recordalion of this Beed of Trust, then, upan e oeturrence of any one or
more of the foregoing events, Beneficiary stiall have the right, at itz oplion, to declare alt of the
accrued and unpaid interest and the entire oulstanding principal under the Note to be immediately
due and payable and avail itself of any and all remedies providad for in the Note and this Dead of
Trust, in the event of default  Trusior shall give Beneficieyy prior writien notice of any proposed
fransaction which requires Bensficiary's wiitien congsent and Beneficiary shall have the right to
requite, among other things: () financial statemsn?s and other informafion relating to the proposed
transferes including infermation about the experience and management experfise of the proposed
transteres; and (i) assurances, i form and substance satisfactory b Benefisiary, that Trustor wil
confirue fo be liabls to Beneficiary for aff of the unpaid indebiedness under the Note and Deed of
Trust Beneficlary may refuse lo consent to a transfer of less than all of the Trust Proparty (there
shall be no partial releases} or & fransfer of ali of the Trust Propedy for any valid business reason.
Beneficiary may alsc require that; (g} the transferee or purchaser, as the case may be, execule,
prior to such Iransfer or sals, a written assurnplion agresment in form and content acceptable to
Bensficiary, and (b) Trustor pay ail costs of Beneliciary fincluding without Ernitelion, actual but
ressonable atiomeys” fees) incumed In evalualing the proposed sale or transfer.  The foregoing
provisions shall not apply to Trustor's conveyancs of the Trust Propeity i a trust, solely for personal
estats planning purpases.

28  Asliong as no Event of Default exdsts under any of the dacuments evidencing this
loan, Beheficiary will consent to one {1) transfer or sale of the Trust Proparty and (o the assumption
of Benaliclary's loan, provided that:  ¢a) Trustor shali give Beneficiary prior writlen nofice of any
proposed transfer, and Beneficiary shall have the night to requirs, among other things, financial
statements angd other fnfprmalion relating lo the proposed fransferes’s aeditworthiness, including
information showt the experience and manasgement experise of the proposed transferse;
{b) Bereficiary approves the terms and condifions of the propoged sale or fransfer; (¢} Trustor and
al) guaraniors of the indebtedness secured hereby shall remain persenally, joinlly and severally lisble
to Benefidary; {d) the propesed transferes shall execute, prior 1o the transfer, a wiilten assumpfion
agreement in form satisfactory fo Beneficiary; {e)all costs and lagat fees of Beneficlary in
preparation of the assumption agresment end all other tequired documents and an assuraplion fee
equal to One Percent (1%) of the outstanding prindipal balance under the Note shall be pald 16
Beneficlary by Trustor or the proposed transferee; (i) Truster and all guarantors shall execube such
dotisnents 58 afe required fo evidense their conlinued lability for the performance and payment of
the obfigations of the proposed kransferee to Beneficiary under the loan documents following an
assumpliontransfer.

210 [Applies if initialed by Trustor J Within ninety (80} days afler the end of
each fiscal vear, Trustor shall fumish Beneficlary with a current statement of income and expenses of
the Trust Property, and Trustor's financial stalements including & balaace sheet and ihcome
statement.

211 [Applies if the Trust Properly is improved.j At all imes hereunder, Trustor shall
oparate and maintain the Trust Properly in compliance with the requirements of The American
Uisabililies Act {the "Disabiliies Act)  If,  Benefilany's reasonable determnination, it Is necassary
that an indepandent entity pravide an inspeclion of the Trust Properly to responsibly determine if
there are any areas of non-compliance, Trustor shall secure such an hispection &t Trustor's expense.
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Trustor s obligated and responsible for comrecting such Digabiiities Act non-compliance,  any, and
Trustor shall develop and present ils plan for correcting such item of nop-complance (Trustor’s
Plan™ 1o Beneficiary within thirty {30) days following receipt of the inspection report of the Trust
Properdy. Treslors Plan shall indude a complete summary of the lems fo be comecled, the
individual and aggregate cost of such #lems, and the fime-frame within whith the necessary work will
be compleled. Falure o complele such vopestion within the lime-fame shall consliiule a defaull
hereunder.

242  That Trustor will, upon request of the Trustee or Beneficiary, promptly comrect any
defact, error of omission which may be discovered in the contenls of tis Deed of Trust or in the
execulion or acknowledgement hereof and will exectte, acknowdedge and deliver such furdher
instruinerts and do such further acls as may be necessary or as may be reasonably requested by
the Frusiee or by the Benefitiary to carry out more effectively the purposes of this Deed of Trust, fo
suibject to the lien and semuity inferest homby creéated any of Trustors properties, rights or inlerests
covered or intended to be covered hereby, and {0 perfect and mainiain the lisn and security interest
hereby created. 1 any rights, easements or oftier hareditament shall hereafier becoms appurtenant
to the Trust Propery or any part thereof, Trustor shall defiver to Beneficiary, upon demand, a
supplemental Deed of Trust in the form epproved by Beneficiary covarng such rights and interests.

3 DEFAULT/REMEDIES,
a1 Any one, of combinafion, of the folowing events shall be an event of materal

default ender this Deed of Trust, authorizing the Trustee to exarcise 21 of its remedies heraunder. In

the case of a monetary default under Seclion 3.1.4, the event of dafault shall be deemed to have -

taken place immediately after the expirafion of the time periods et out therein. In the case of a non-
meonetary defzull under Selions 3.1.2 through and includieg 3.1.71, the event of defaull shall be
deamed to heve {aken place afler nofice and expitation of any cure patied sel dut i Section 3.2.2.

311 ¥ Trustor (i) falis to pay inferest, default interest, late charges of other
ameunts under the Note when due, (i) fails to repay an Advancement when dug, or (if) fails to pay
any ofhar monetary obligation secured by this Deed of Trust when tue antd payable, or if no date is
specified, then within ten (10} cays of Beneficiary's demand for payment;

342  If Trustor falls to perform or discharge, al the tme and in e manper
spacified, any non-monetary term, provision, agreement, covenant or other olligation contained
herain, or in any other agreerment giver: by Trustor to Bensficiary for the putpose of fusther securing
the indebtadness secured hersby;

343 If Trustor commiis any act prohibited by fhis Deed of Trust, or omits to
perform any act requised under this Deed of Trust, at tha tima and i the manner specified;

3.1.4 ¥ any representation of warranty made by Trustor in the Nofe, this Deed of
Trust, or In any other agreement, document, of instrument evidencing, securing, or relating to any of
the obligations, covenants, promises, and agreements secured hereby proves fo have been
malerially false or incorract as of the dals made;

345  If Trustor or any guaranior shall admit in wiifing their inabilily lo pay such
debts, or shall make an assidoment for the henefit of creditors, or if Treslor or any guarantor shall
take any action to autharize oF in contemplation of any of the aclions set forth in this subparagraph,

318 The eomimencement of any case, proceeding or cthet action by or against
Trustor or any guarantor of Trustor's obligations hereunder {f) seeking 1o have an order of ralief
entered against Trustor or such guarantor as deblor or o adiudizate Trustor or such guarantor
bankrupt or msolvent; (i) sesking reorganization, arrahgement, adjusimenl, fiquidation, dissolution of
composition of Trustor or Truslor's debts or such guarantor of such guarantor's debls under any faw
relating to haniruptoy, insolvenoy, recrganizaiion or refief of debtors; or (i) seeking appointment of &
receivar, fnustes, custodian ot other similar officiat for Trustor or such guarantor or for all or any
substantial part of its properly, and such case, proceeding or olher action (a) results in the entry of an
order for rellef agalnst Trustor or such guarantor which is not Ally slayed within thirty (30) business
days after the entry theraof or (b) shalt remain undismissed for a pedod of shxy {68) days;

317 IF any pat of the Trust Property is liensd, altached, tevied upon, or
ctherwise seized by legal process;

318 If all or any par of the Trust Propeny is sold, assigned, conveyed or
fransferred, as provided in Paragraph 2.8 of this Deed of Trust, withowt the pror written consent of
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the Beneficiary and fufl compliance with said Parsgiaph 2.8 and Paragreph 2.9,

: 3.9 The occurrence of any event {including, without mitation, a change in the
financial cordition of Trustor for any reason whatsoever) which malerally and adversely affects the
ability of Truster to perfom any of ks obfigations undsr e Note, fiis Deed of Tust, and any ofher
agrasments, doctments or instrumenis evidencing, sectring or refafing to any of the obligations,
covenanls, promisgs and agreements secined hereby and the continuanca of such event or such
materis) and adverse affect on the ability of Truster to perform any of lts obligations for thitty (30)
days after notice theraof {0 Truster by Beneficiary; or

3.1.10 Any proceeding is fled to foretiose or any notice of Trustes's sale is
recorded with respect to any other kien on the Trust Properly {whelher junior or senior to this Deed of
Trasf).

3.1.11 I there should be an Event of Default under or breach of any term or
provision contained within any offver loan agreement, promissory note, deed of krust or other formn of
toan document, by and belween Lender and Bormower (Other Joans®). hwgard fo this t s
speciically acknowledged and agreed by Borrower that an event of material defaull wnder this Deed
of Trust shall ba conclusively desmed to be an event of default under Other Loans and an event of
default under Other Loans shell be an event of default under this Deed of Trust.

3.1.12 The failurs io deliver lo Lender a copy of the recorded Trustes’s Deed Upon
Sale (bearng the recording date and instrument number) with in twenty one (21) days following
Lender's disbursement of foan funds hereunder,

32 Nofice of Default. Notice of default may be reqjuired as follows:
324 Upon sn event of defoult desorbed under Paregraph 3 above, the
Beneficiary or Trustes, or both, may, without nefice, opportunity lo cure or the necessily for defivery
of a declersfion of default, and withalt regard fo the adequacy of the sevuity Tor he indebledness
sesured heseby, pursue any and all legal and/or equitable remedies available at law or in equify, of
any combination thersef, included buf not limited fo the remedies set forth In Paragraph 3.3 below;

4.3 Remedies. immedialely upon the oucumence of an event of dafaull under
Paragraph 8.1.1, and upon the expiration of the Cure Period for events of defaulf under Paragraphs
3.12 through and including 3.1.11, 3f default be not cured dwing such Cure Period, Benefidary
andfor Trustee shalt have the following rights, in addition fo all other tdghts provided havein andior by

law or equily:

381 To declare all principal indebledness, with intsrest, fate charges and any
olher sums segured hereby, immediately dus and payable, witheut furlier notice or demand;
provided, however, that should Beneficiary, upon default of Trustor, exercise its opfion o declars the
erfira amount of the principal immediately due and payable, and should such acceleration be
revoked by agresment or operalion of law, then such indebledness shall be payabls in accordance
with the originaf schedule therefore unless otherwise agreed to batween Trustor and Beneficiany

3.3.2 Tosel the Teust Property, after recording nofice of sale, and afler the lapse
of such ime as may be required by faw, at the time and place fixed by Trustee In sald notice of sals,
either 23 a whole or in separate parcels, and in such order a5 Trustee may defermaine, &t public
auction to the highest bidder for cash, or, if Beneficiary shall be the highest bidder, in satisfaclion of
such amount sectred hereby as is bid. Trusiee shall defiver o such purchaser ils deed conveying
the property so sold, but without any sovenant or warranly, express or implied;

8.3% Toforeclose this Deed of Trust by court action;

3.34 To colisct, In addifion fo all ofher indebledness due hereunder, e cosls
that are recoverable under the law, witich costs and fees shall be secured by this Deed of Trush,

335 Toappoint a receiver to take charge of the Trust Properly ardd to manags
the Trust Property, and to cany on, protect, preserve, replace and repair the Trust Properfy, and
recelve and collect ali the rents and issues of profils thereof and lo apply the same first to the
payment of racelver's expenses for management, opéralion and prolection of such business and the
Trust Propery, and then to Benefiglary for application foward the indebledness secured hereby.
Upon appointment of said receiver, Trustor shall immediately delfiver possession of the Trust
Propary to such receiver, slong with all records and contrarts refafive to the opesalion of the Tiust
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Property, including leases, and all security or other deposits made pursuant to sald leases,

336 To have, inaddiffon to al other rights and remedies provided herein and at
lzw or in equity, the rights and remedies afforded by Arizona Revised Statutes Paragraph 33-702. In
the event Trustor fafls or refuses o swrender posséssion of the Trust Property after any Tustee's
sale, Trusior shall be deemed a fenant at sufferance, sublect to evicion by means of forable endry
and delsiner proceedings, provided that this remedy is not exclisive or in derogalion of any ether
fight or remedy available to Beneficiary. Truster expressly agress to pay lo Beneficiary ali costs or
expenses, inclizding atlomeys' fees, paid or ingurred by Beneficiary resulling from such action, and
effechvensss of this paragraph shall survive the sale of the Tnist Property at Trusiee's sale.

3.37 Toexercise all such other remedies arxd righis as the Beneficiary may have
under the documenis and insthnrents evidencing the Other Loans.

3.38 Unless prohibited by law, Beneflciary shall be entitfed to & deficiency
judgment against Twustor if the Trustee’s Sale yields an amount insufiicient fo fully satisfy
Trustor's obligation hereumder. ARS §33-314

34  [f the indebiedness secured hereby is now or herealter further secured by chaitel
morigages, securly interests, deeds of trisst, pledges, contracls of puaranty, or olher additional
secutities, Benefickan' may, at its oplion, exhaust any one or more of sald securities a5 well as the
sequrily hersunder, either concurently or independertly and In such order as it may detarmine, and
may apply the proceeds received upon the indebledness secured hereby without affecting the status
of, or walving any right lo exhaust, all or any other securily induding the securily hereundar and
without walving any breach or defaull or any ripht or power, whether exerclsed hereunder or
contained herein or It any other secunty instrament.  Trusfor hereby walves any dght or privilege
which it orits eraditors might otherwise have to require Trustes and/or Benefictary fo proceed againgl
the assets sacumbered hereby or by any other security documents or insiruments securing seid
Nole in any parlicdar order or fashion under any legal of equilable doctrines or prnciples of
marshaling and/or suretyship and further agrees that upon default, ant after the expiration of any
applicable grace pesiod, Tnusien andfor Benefictary may proceed to exercise any or all remedies with
regard 1o any or all gasets encumbarad hereby or by any cther eecumity documents of instrurments
securing said Mote in such manner and order as Beneficiary in iis sole discration may determine.

4. MISCELLANEOUS PROVISIONS.

44 Al gl imes during the [fe of thiz Dead of Trust, the Benaficiary or Trustee shall have
the right to go in and upon the Trust Propery and te inspact such proparty at any reasonable ime, in
ortler 1o datermine whether the provisions of this Deed are being kept and performed, Sueh right
ghall not be exercised in such manner as to interfere with any tenanis' rights under their leases.

42 No delay by Beneliciary or Trustes in exercising any right or remedy heretinder, o
othenwise affarded by taw, shall oparate as & wajver of such tight or remedy or preciude the exercise
thereof during the continuance of any default hereunder.

43 If Trustor, through action or Bacton, in any way impairs or threatens fo impalr the
security or this Deed of Trust, or fails {o pay any claim, flen or encumbrance which shall be prior to
this Deed of Trust, or lo pay, when due, any fax of assessment, or any insurance premium required
hereundey, or to keep the Trust Property in repalr, then Benefidary or Trusies, at s option, without
any obligafion so to do, without notice fo or demand upon Trustor, and without releasing Trustor from
any obfigation hersunder, may pay said claims, fens, encumbrancas, faxes, assessments or
premiums, with rght of subrogation theretnder, and may take any aclion which Bensficlary or
Trustea deams necassary 1o prolect the security of this Desd of Trust, Trustor will pay to Beneficiary
or Trustes, immediataly upon demand, afl sums of money advanced of expended by Bensficiary or
Trustee pwsuant to this pamgraph, fogether with inlerest thereon on each such advance or
expanditure at the default interest rate set forth in he Nole, and alf such sums and interest shall be
secutred by this Deed of Trust.

44 This Ded of Trust is governed by the substantive laws of the State of Arlzona, The
Superior Court of Maricopa County, Avizona, shall be the exclusive forsm and venue for any action
arising hareunder. In the avent sult is brought fo enforce the terms of this Deed of Trust, including
any action under AR.S. §33-814, the prevaiing party shall be entitled to recover relmbursement of
its attorneys’ fees and all costs incurred in connection therewith, induding: appraisal fees, expert
withess faas, invastigation costs, famble costs, pholocopying, facsimile, postage and fong distance
telaphone charges, end travel expenses of any witnesses required In testify in said action.
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4.5  Uponwritlen mguaest of Beneficiary slating that 2l sims secured hereby have been
patd, and upen surrender of Ihis Dead 2nd all noles secured hereby o Trusies for cancaliation and
retention and upon payment of its fees, Trustes shall recorvey, without warranty, the propesty then
hield hereunder. Trig recifals in such recanveyance of any matters of fasts shal be conclusive proct
of the truthfidness thereol.  The grantee in such reconveyance may be descnbed as "the person ar
persons legally entifed theyeto®,

48  Trustes may resign by maiing of de!ivenng notice hereof to o Bensficiary and
Trustot. Beneficiary may, at any {ne Beneﬂc:a:y may desire, eppoind another Trustee & placa and
stead of sald Trustea or any successorin ust. The il herein conwveyed 1o Trustes shall be vestad
in said successor, which appointment shall be inwriflng and shall te duly recorded in the Recorder's
Office of the County i which the Trust Property is sltusted.

47 Trustes shall be eniliied to reasonable compenssation for all sefvices rendered or
expenses incurred in the administralion or execution of the trust hereby crealed and Trustor herehy
agrees fo pay same, subject o all legal limitstions.  Unless thare Is nagligence or willful misconduct
by either, Truslee and Beneficiary shall be indemniled, held harmiess and relmbursed by Trustor for
any lisbifty, damage or expenss, including aftomeys’ fees and amounts paid in sellement, which
they or gither of them may jneur or sustain in the execufion of this tust or in the doing of any act
which they, er sither of them, are required or pemitted to do by the terms hereof or by law, and shall
be refmbursed therefore in accordance with the provisions of Paragragh 4.3 hereof,

48 Whenever possibls, each provision or term of this Dead of Trust shall be interpreted
in such matner as to be valid and enforceable. n the ovenl any provision or tesm of his Deed of
Trust should be determined to be invalid or unenforeeatle by a court of competent jurisdiction, all
cther provisions and teims of tis Deed of Trust shall remaln unafieded to the exdent permitted by
law,

458 Untess olhemwise required by applicablz law, all notices mequired {0 be gven
heretnder shall be elther served personally, by U.S. mal, postage prepaid, cerfified, retum receipt
requested and addressed 1o Trustor, Trustee and Beneficiany &t thelr respeciive addresses first
above written, or by ary nationally recoonized ovemight defivery servise and delivered fo Truslor,
Truslee and Benoficiary at sald addresses. Such addresses may be changed by notics to the other
partiss givest In the same manner as provided in s paragraph. Notices given by U.S. mall shall be
deemed to have been given upon ihe earfier of actual receipt or two () days following deposit in the
United States malls, postage prepaid, registered or cestified mall, return receipt requested, to the
address of Truster, or cne {1) day following pickup by a nztiondlly recogrized overnight delivery
servica, '

410  The plural of any word hersin shall include the singular, and the singular of any
word shall inciude the plural, wherever such incltzion shall not be inconsisient with the context of this
Deed of Trust.

441 This Deed of Trust, and the picyisions hersof, shall be binding upon the Parties
herelo and their respective personat representatives, helrs, successors and assigns.

412 Whemever the term "Beneficiany” Is used in this Deed of Trust, it shall be deemed {o
include any successor er assignes of Beneficiary Tist designated in {ils instrurment.

413 In the event of any ambiguity, conffct or Intensistency bebween the Loan
Agresment and this Deed of Trusy, the terms of the Deed of Trust shat prevall.

414  ‘“Trustor shall, within fiflean (15) days of receipt, send to Bensficlary a copy of any
nolica # recelves of any pending or threatened environmental tegulatory acfion, and shall
iremediately nutify Beneficiary of any release of discharge of any hazardous substance on ihe Trust
Property.
g rtle WITNESS WHEREOF, Trustor has exacuted this Deed of Trust as of ihe day and year
first above writlen,

-SIGNATURE PAGE TO FOLLOW-
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"TRUSTOR"
EASY INVESTMENTS, LLC

—rr _
A

By: YOMTOV 5. MENAGED
its; MEMBER

STATE OF ARIZONA )
) s
)

County of Maricopa
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EXHIBIT "A"

Legal Desciption: LOT $2, OF SONDRAN MOUNTAIN RANCH PARCEL & ACCORDINGTO
THE PLAT OF RECORD IN THE QFFICE OF THE COQUNTY RECORDER OF MARICOPA
COUNTY, ARIZONA, RECORDED IN BOOK 672 OF MAPS, PAGE 37,

Commonly Known As: 7088 WANDREW LANE PEORIA, AZ 85383

Assessor's Parcel Number: 20103725

O
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EXHIBIT "B"
ERMITIED EXCEPTIONS
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OFFICIAL RECORDS OF
MARICOPA COUNTY RECCORDER
HELEN PURCELL
20130258613 04/02/2013 03:51
ELECTRONIC RECORDING

4180DOT-5-1-1~~

WHEN RECORDED MAIL TO: sarabiam r'-—-—-— e —r———
DenSco Investment .
6132 W. Victoria Place H ;
Chandler, AZ 85226 EXH. NO

oy

L Kelly . Oglesby CR 50173
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SPACE ABOVE THIS LIME 1S FOR RECORDER'S USE ONLY

DEED OF TRUST AND ASSIGNMENT OF RENTS
Date: April 2, 2013 '
TRUSTOR: Easy Investments, LLC

Address: 3030 N Central Ave Ste # 603, Phoenix, AZ 85012
BENEFICIARY: PenSco Investment Corporation, an Arizona corporation ("Lender™)
Address: 6132 W. Victotia Place, Chandler, AZ 85226 '

TRUSTEE: Executive Trustee Services, LLC
Address: 2255 N Ontario Street, Stef#400, Burbank, CA 91504

PROPERTY in the County of Maricops, State of Arizoma, described as: Lot 92,  Subdivision Sonoran
Mountain Ranch Parcel 5, according to the Book 672, of Maps, Page 37, in the Recorder’s office of Maricopa
County.

Street address: 7089 W Andrew Ln, Peoria, AZ 85383

WITNESSETH THAT Borrower does hereby irrevocably grant, bargain, sell and convey to Trustee, in trust,
with power of sale, the above-deseribed real property;

TOGETHER WITH all the improvements now or hereafter erected on the Property, and all easements,
appurtenances and fixtures now or hereafier a part of the Property, and all tents, issues and profits thereof, .
SUBJECT, HOWEVER, to the right, power and authority hereinafter given to and conferred upon Lender to -
collect and apply such rents, issues and profits. All replacements and additions also shall be covered by this

Deed of Trost. All of the foregoing Is referred to in this Deed of Trust as the "Property.”

FOR THE PURPOSE OF SECURING:

A. Performancs of each and every agreement of Borrower herein contained. B. Payment of the principal sum of
$170,000.00 (US. $One Hundred Seventy Thousand Dollars and No Cents). This debt is evidenced by
Borrower's NOTE or NOTES dated the same date as this DEED OF TRUST, and any extension or renewal
thereof (collectively, if applicable, the "Note"), C. Payment of all additional sums and interest thereon which at
any time now or hereafier are owed by Borrower to Lender, or its successors or assigns. D, Payment of any
amounts hereafter advanced by Lender or paid on behalf of Borrower 1o perform any duties or obligations of
Borrower heteunder, or otherwise to protect the Property or the lien of this Deed of Trust. i

TO PROTECT THE SECURITY OF THIS DEED OF TRUST, BORROWER AGKEES:
1. Borrower has the right to grant and convey the Property and that Property is unencumbered, except for .__

encumbrances of record. Borrower warrants and will defend generally the title to the Property against all claims
and demands, subject to any encumbrances of record.

3562743 50202007
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2. Borrower shall promptly pay when dus the principal of and interest on the debt evidenced by the Note
and any prepayiment and late charges due ynder the Note,

3. Unless applicable law provides otherwiss, all payments received by Lender under Paragraph 2 shall be
applied first in payment of any costs or charges, then fo Default Interest (as defined in the Note) accrued, then to
interest accrued, and then to reduce principal.

4, Borrower shall pay all taxes, assessments, charges, fines and impositions attributable to the Property
which may attain priority over this Deed of Trust, and leasshold payments or ground rents, if any. Borrower
shall promptly fumish to Lender all notices of amounts to be pajd under this Paragraph 4. Borrower shall
promptly furnish to Lender receipts evidencing the payments,

5. Borrower shall promptly discharge any lien in which has priority over this Deed of Trust unless
Borrower: (a) agrees in writing 1o the payment of the obligation sccured by the lier in a manner acceptable to
Lender; {b) contests in good faith the lien by, or defends against enforcement of the lien in, legal proceedings
which in Lender's opinion opetate to prevent the enforcement of lien; or (c) secures from the holder of the lien
an agreement satisfactory to Lender subordinating the lien fo this Deed of Trust. If Lender determines that any
part of the Property is subject to a lien which may attain pricrity over this Deed of Trust, Lender may give
Borrower a notice identifying the lien. Borrower shall satisfy the lien or fake one or more actions set forth
within 10 days of the beginning of nofice.

6. Borrower shall keep said Property in good conditicn and repair; not to remove or demolish any building
thereon unless part of the construction plan approved in writing by Lender; to complete or restore promptly and
in good and workmanlike manner any building which may be constructed, damaged or destroyed thercon and to
pay when due all claims for labor performed and materials furnished therefor; to comply with all laws affecting
said Property or requiring any alterations or improvements to be made therson; not to commit or parmit waste
thereof: not to commit, suffer or permit any act upon said Property in viclation of law; to cultivate, irrigate, O
fertilize, fumigate, prune and do all other acts which from the character or use of caid Property may be
reascnably necessary, the specific snumerations herein not exchuding the general.

7. Borrower shall provide, maintain and deliver to Lender fire insurance and general liability insurance on |
the Property satisfactory to and with loss payable to Lender. The amount collected under any fire or other .
insurance policy may be applied by Borrower upon any indebtedness secuted hereby and in such order as {
Borrower may determine, or at option of Borrower the entire amount so collected or any part thereof may be
released to Lender. Such application or release shall not cure or waive any default or notice of default hereunder
or invalidate any act done pursuant to such notice.

8. Borrower shall appear in and defend any action or proceeding purporting to affect the security hereof or
the rights or powers of Lender or Trustee; 2nd 10 pay ail costs and expenses, including cost of evidence of title
and attorneys’ fees in a reasonable sum, in any such action or proceeding in which Lender or Trustee may
appear.

9. Borrower shall pay immediately and without demand all sums expended by Lender or Trnstee pursuant
to the provisions hereof, with interest from date of expenditure, at the rate of interest found on the Note.

10. Borrower shall not cause or permit the presence, nse, disposal, storage or release of any Hazardous
Substances oh or in the Property. Borrower shall not do or allew anyone else to do, anything affecting the
Property that is in violation of any Environmental Law, The preceding two sentences shall not apply to the
presence, use or storage on the Property of small immaterial quantities of Hazardous Substznces that are
generally recognized to be appropriate to normal cleaning and maintenance purposes of & commereial or
residential property. Borrower shall promptly give Lender written notice of any investigation, claim, demand, —
lawsuit or other action by any governmental or regulatory agency or private party involving the Property or any
Hazardous Substance or Environmental Law of which Borrower has actual or constructive knowledge, If

3562743 2 SR212007 O
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Borrower leams, or is notified by any governmental or regulatory authority, that any removable or other
remediation of any ‘Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all
necessary remedial actions in accordance with Enviroamental Laws. As used in this Paragraph 10, "Hazardous
Substances” are those substances defined as toxic or hazardeus substances by Environmental Law and the
following substances: gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides or
herbicides, voletile solvents, materials containing asbestos, formaldehyde or dioxins, and radioactive materials.
As used in this Paragraph 10, "Environmental Law" means afi federal laws and laws of the state, connty and eity
of the jurisdiction where the Property is located that relates 1o health, safety or enviconmental profection.

IT ISMUTUALLY AGREED:

11. Should Borrower fail to make any payment or to do any act as herein provided, then Lender or Trustee,
but without obligation so to do and without notice to or demand upon Borrower and without releasing Borrower
from any obligation hereof, may: (2) make or do the same in such manner and fo such extent as either may deem
necessary 1o protect the security hereof, Lender or Trustee being authorized to enter upon said Property for such
purposes; (b) appear in and defend any action or proceeding purporting to affect the security hereof or the rights
or powers of Lender or Trustee; () pay, purchase, contest or compromise any encumbrance, charge or lien .
which in the judgement of either appeats to be prior or supetior herefo; and {d) in éxercising any such powers, or
in enforeing this Deed of Trust by foreclosure, pay necessary expenses, employ connsel and pay his reasonable
fees. Any amounts dispersed by Lendet under this Paragraph 11 shall become additional debt of Borrower’s,
seoured by this Deed of Trust unless Borrower and Lender agree to other terms of payment, these amounts shall
be payable, with interest, upon demand from Lender to Borrower.

12. Any award of damages in connection with any condemnation for public use of or injury to said Property

- or any part thereof is hereby assigned and shall be paid to Lender who may apply or release such monies
- received by it in the same manner and with the same effect as above provided for disposition of proceeds of fire
O or other insurance.

13. TIME IS QF THE ESSENCE IN EACH COVENANT OF THIS DEED OF TRUST; and that by
accepting payment of any sums secured hereby after its due date, Lender dogs not waive its right either to
require prompt payment when due of all othet sums so secured or to declare default for failure to pay.

14. At any time or from time 1o fime, without liability therefor and without notice, upon wiitten request of
Lender and presentation of this Deed of Trust and said Note for endorsement, and without affecting the personal
liability of any person for payment of the indebiedness secured hereby, Trustes may: (2) reconvey all or any part .
of said Property; consent to the making of any may or plat thereof; (b) join in granting any easement thereon; or
(¢) join in any extension agreement or any agreement subordinating the lfen or change hereof.

15. Asg additional security, Borrower hereby gives to, confors upon and assigns to Lender the right, power
and awthority during the coutinence of these Trusts, to collect the rents, issues and profits of said Property,
reserving unto Borrower the right, prior to any default by Lender payment of any indebtedness secured hereby
or in performance of any agreement hereunder, to collect and retain such rents, issues and profits as they become
due and payable. Upon any such default, Lender may at any time without notice, either in person, by agent or
by a receiver to be appointed by a court, and without regard to the ndequacy of any security for the indebtedness
hereby secured, enter upon and take possession of said Property or any part hereof, in its own name sue for or
otherwise collect such rents, issues and profits, including those past due and unpaid, and apply the same, less :
costs and expenses of operstion dnd collection, including reasonable attorneys' fees, upon any indebtedness i
secured hereby, and in such order as Lender may determine. The entering upon and taking possession of said :
Property, the collection of such rents, issues and profits and the application thereof as aforesaid, shall not cure or
waive any defanlt or notice of default horeunder or invalidate any act done pursvant to such notice. ;

16. The failure of Borrower to comply fully with the terms of the Note or this Deed of Trust shall constitute
r an immediate default heveunder, and the occimrence of any default under any other motes or deeds of frust
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between the parties securing any other indebtedness owed by Borrower to Lender shall also constitute a default
under this Deed of Trust. Upon any such default, Lender shall have the right, at ifs election, to accelerate
immediately any or all of the loans, and proceed to enforce all of Lender's rights, in sccordance with Arizona
law, including without limitation, the right to foreclose any or all of the deeds of trust and pursue a deficiency

judgment(s).

If the Property s sold, assigned or transferred, whether voluntarily, involuntarily, or by operation of law, the
entire principal balance together with accrued interest and all other charges shall become immediately due and

payable.

17. Notice of sale having been given as then required by law, and not less than the fime required by law
having elapsed, Trustee, without demand on Borrower, shall sell said Property af the time and place fixed by it
in said notice of sale, either as a whole or in separate parcels and in such order as it may determins, at public
auction to the highest bidder for cash in lawful money of the United States, payable at time of sale. Trustee
shall deliver fo the purchaser its deed conveying the Property so sold, but without any covenant or warranty
express or implied. The recitals in such deed of any matters or facts shall be conclusive proof of the truthfulness
thersof. Any person, inctuding Borrower, Trustee or Lender, may purchase &t such sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, including cost of evidence of title and
reasonable aftorneys' fees in connection with sale, Trustee shall apply the proceeds of sale to payment of; all
sums then secured hereby and all other sums due nnder the terms hereof, with accrued interest; and all other
sums then secured hereby; and the remainder, if any, to the person or persons egally entitled thereto, or as
provided in A.R.S. § 33-812. To the extent permitted by law, an action may be maintained by Lender io recover
a deficiency judgment for any balance due hereunder. Lender may foreclose this Deed of Trust as a realfy
mortgage.

If Property under this Deed of Tnust is located in more than one county, regardless of whether Property is
contignous or nof, Trustee may sell all Property in any one of the counties in which part of Property is loeated;
and unless Trustec receives contrary writien instructions from Lender or Borrower, Trustes may sell all Froperty
either in parcels or in whole.

 indebtedness secured hereby is secured by one or more other deeds of trust, the upon default of Borrower in
payment of indebtedness or porformance of any other agreement with Lender, Trustee may sell Property subject
to this Deed of Trust and to any other deeds of trust securing said indebtedness at Trustee's sale conducted

serially,

Trustee is not obligated to notify any perty hereto of perding sale under any other deeds of trust, or of any action
or proceeding in which Borrower, Lender or Trustee shall be 2 party, unless brought by Trustee,

18. This Deed of Trust applies to, inures to the benefit of, and binds all parties hereto, their heirs, legatees,
devisees, administeators, executors, successors and assigns. The term Lender shall mean the holder and owner
of the Note secured hereby; or, if the Note has been pledged, the pledgee thereof. In this Deed of Trust,
whenever the context so requires, the masculine gender includes the feminine and/or neuter, and the singnlar

number includes the plural.

159, Lender may, for any reason or cause, from time to time remove Trustee and appoint a substitute/
successor trustee to any Trustee appointed hereunder, and when any such substitution has been filed for record
in the Office of the Recorder of the County in which the Property herein deseribed is situated, it shall be
conclusive evidence of the appointment of such trustee or trustees. Without conveyance to the Property, the
successor trustee shall succeed to all the title, power and duties conforred upon Trustee herein and by applicable

law.
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20. The Note or a partial interest in the Note (together with this Deed of Trust) may be sold one or more
{imes without notice to Borrower. A sale may result in the change of the person who collects monthly payments
due under the Note and this Deed of Trust.

21, Borrower/mortzagor hereby waives, releases and discharges any homestead exemption claimed or
declared against Propetty.

22, If any term or provision of this Deed of Trust is held invalid or unenforceable by a court or arbitrator of
competent jurisdiction, such terms shall be reduced or otherwise modified by such court or arbitrator to the
minimum extent necessary to maks it valid and enforceable. If such term or provision cannot be so modified, it
shall be severed and the remaining terms and provisions of this Deed of Trust shall be interpreted in such a way
as to give maximum validity and enforeeability to this Deed of Trust. The remaining terms and provisions
hereof shall continue in full force and effect,

23. Upon payment of all sums secured by this Deed of Trust, Lender shall release this Deed of Trust
without charge to Borrower, except that Borrower shall pay eny recardation costs.

'Upon written request of Lender stating that all sums secured hereby have been paid, and upon surrender of this

Deed of Trust and said Note to Trustee for cancellation and retention and upon payment of iis fees, Trustee shall
reconvey, without warranty, the Property then held thereunder. The recitals in any reconveyance executed under
fhis Deed of Trust of any matters or facts shall be conclusive proof of the truthfulness theréof. Borrower in such
reconveyance may be described as "the person or persons Jegelly entitled thereto.”

Request is hereby made that 2 copy of any notice of default and a copy of any notice of sale hereunder be mailed
to Borrower at itsthisfher addrass hereinbefore sot forth.

BORROWER: Easy Investments, L1C

NAME and Title of Principal Borrewer: Yomtov Seott Menaged, Managing Member of LLC
SIGNATURE: 7 §

STATE OF ARIZONA J
)} ss.
COUNTY OF MARICOPA)

This Instrument was acknowledged before me this
By: YomTov Menaged

Commission Expires: g 4 Z /4
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Beauchamp, David 90\550 Z0(3

From: Denny Chitlick [demoney@yahoo.com}

Eant:  Wednesday, July 10, 2013 9.27 AM

To: Beaucharnp, David

Subject: Re: Term Sheet — Brosking News .
ves, they announced it on CHNBC a few mins ago. although i'm not
planning on soliciting in the future,

de

DenSce Investment Corp

wWw.denscoinvestment . com/

602-46%-3001

602~532-T7137 £ .

From: "Beauchamp, David" <David.Beauchamp@bryancava.com>
To: “dernoney@yahoo.com™ <domoney@yahoo.com>

Co: "Beaucharmp, David® <David Beauchamp@bryancave.com>
Sent; Wetinesday, July 10, 2013 8:08 AM

Subjest: Fw: Term Sheet - Breaking News

Denny;
FyYL

Tafk tuter.
Best, David

{Sent from my Blackberry wircless)
David G, Beauchamp, Esq,

Bryan Cave LLP

Teve North Cenfeal Avenue, Suite 2200
Phoenix, Arizona 85004-4408

emails david beavchamp@bryancave.com
(602} 364-T060 | Divect Tel,

(602} T16-8U60 | Direct Fax

(6072} 3195632 | Mobile Tel.

This electronic mail message contains information which is (a) LEGALLY PRIVILEGED, PROPRIETARY INNATURE, OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (1) intended only for the use of the addresses(s) nam_ed
herein, I you are not the addressee(s), or the pesson responsibie for delivering this fo the addressec(s), you are fereby notified that
roading, copying, or distribuiing this message is prohibited. If you have received thiy clectronic mail message in ersor, please
confnct us immediately at the telephone number shown befow and take the steps necessary to detete the message completely from
your computer system. Thank you.

[1S Clroxter 230 Disclosure; To ensure complisnca with requirements imposed by the IRS, we inforn you that any U.S. federal
1 advice contained in this communication (including any attachments) is not intended or written (o be used, and cannot be uged,
for the purpose of (n) meoiding penalties under the Intemal Revenue Cods or (b) promoling, marketing, or recommending fo
anothet party any transaction or instter addressed herein.

Frons: Dan Prinzack {mailto:Dan,_Primuck@forune.chtah.nct]
0203

DICG003490
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Scnt: Wednesday, July 10, 2013 08:58 AM
To: Beanchamp, David
Subject; Term Shest - Breaking Mews

FORTUNE
TERM SHEET by Dan Primack £

Breaking: General solicHation ban lifted

The SEC commissioners just volad 4-1 to end the ban on general soficitation, which could result In
some fundamental changes for the private caplial markeis (both companies and funds), But the SEC
also put some new rules In place, which could compiicate things for thase who want to teke advantage
of the new flexibility (and halp provide Iols mora billable hotrs for aloreys).

Fof tnore details, ploase go hera.

§ Fortune on Facebook Subscribe to Fortune
¥ @ForimaMagarine Advertising info
Erall Agrminietrator
One CNN Center
Attanta, Georgia 30303

This messnge has bean ser &0 you berauss yoir e currantfy edbsctbed to The Tean Shoot.
Younadsaibe, dickhers

PRIVACY POLICY
Plzase tead et Pdvicy Policy, ar copy and paste s Enk nto your browger:
hitpfimoney snr.comdiservicesrvacy!

This electronic message is from & law firm. it may contain confidential or privileged information. I you received this transmission in
ermor, please reply fo fhia sender to advise of the ervor and delete this transmission and any attachments,

RS Circular 230 Disclosure: To ensure compliance with requirements imposed by the IRS, we Inform you that any U.S. federal
tax advica confained in this communication (including any aftachments) Ia not intended or writ!en {o be used, and cannot be used,
for the purpose of () avolding penalties under the Intemal Revenue Code or {ii) promoting, marketing, or recommending fo
gg?;ggn; garty any ransaction or matter addressed harein.

771072013
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Beauchamp, David

From: Denny Chitfick [demoney@yahoo.comj

Sent:  Thursday, July 11. 2013 10:12 AM

To: Beauchamp, David

Subject: Re Troy McMaughton

i am , but i leave again thils weekend and be back on the 22nd
de

DansSco Investment Corp
www,denscoinvestment . com/
602-469-3001

602~532-77137 £

Fromy: “Beatchanp, David® <David. Beauchamp@bryancava.com>
Ya: “demonay@yahoo.com™ <demoney@yahoo.com>

Ce: "Beauchamp, David" <David. Beauchamp@hbsyancave.con
Sent: Thurstay, July 41, 2013 10:10 AM

Sublatt: Ra: ‘Troy McNaughton

Deony:
Thatks for the uotice. Are you back in fown?
Rest, David

(Sent from my Blackberry wireless)
David €3. Beauchamp, Esq.

Bryan Cave LLP

Twa North Contral Avenoe, Suite 2200
Phoenix, Arizma §5004-4406

email: david.beauchamp@bryancave.com
(602) 364-T060 | Direct Tek

(6023 716-8060 | Direct Fax

(602} 319-5602 | Mobile Tel.

This electronic mafl message contains information which i (0) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE, OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (b) intended onty for the use of the addresses(s) named
herein, If you are not the addressce{s), or the person responsible for delivering this to the add{cssec_(s). you are liereby notified that
seading, copying, or distributing this message is prohibited, If you have received this electronic mail message in esor, ploase
contact us immediately at the telophone number shown bofow 2ud take the steps necessary to delete the message completely from
your computer systern. Thank you.

IRS Circular 230 Disclosare: To ensuse compliance with requiremeits imposed by the IRS, we inform you that any U S. federal
tax advice contrined in this communication (inclnding eny aftachments) 5 not intended or weitten to be used, and cantot be used,
for the purpose of (a) svoiding penaltics under the Internal Revenue Code or (b) promoting, matketing, or recommending (o
another party any teansaction of nistter addresced herefn. -

- n ssp—p—— —t——. . A e an - v E e e WA a—m

Frown: Denty Chittick [moilto:demoncy@yahoo.com]
Sent: Thursday, July 11,2013 10:08 AM

To: Beanchamp, David

Subfect: Troy McNaughton

71212013
DIC0003436
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He might call wou. i used to lend him money, then he and some
friends put a few mmillion together and started lending. today he
got his inguire letter from the dept of finance. i wouldn't spend
more than 5 mins with him unless he pays you. i'm asking for no
favors! '

thx

de

DenSco Investment Corp
www.denscoinvestment.com/
602~469-3001
602-532-7737 £

This electronic message is from a Taw firm, It may contain confidential of privileged information. If you recelved this transmilssion In
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for the purpose of {j) avolding penalties under the Intemal Revenue Code or (if) promoting, marketing, or rmmending to
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2013

Goals' make 2 million
9/30, I made 2 million

1-2

I was on the hill all day, but 1 was able to fund one deal before I left, then I took phone calls and
tried to answer emails. ] have 4 deals to fund tomorrow, I had three payoffs and tons of payments
made I talked to a lady that is mterested m mvesting, found me on the web, and probably won’t
happen.

1-3

I funded four deals first thing in the morning bafore we left. T had dozens of emails about
closings, payoffs and pending deals. T had a ton of payments come in too. But I have two
payoffs, but I got more out then came in!

1-4

I funded eight deals, nearly 900k out, ane 110k payoff, a few payments T had only one payoff
request. If [ can keep getting the dollars out, I’ve got very litfle coming back in next week. Scott
has been buying like mad; I've done 10 deals for him so far this year. | had a ton of payments in
too. It will take me all night Sunday to get caught up. I've had two calls from people I don’t
know wanting to mvest, T'll deal with that next week.

1-7

I funded two deals and only had one small one come back in. T got a lot of payments m. Ispent
the whole day trying to catch up, it’s after midnight and I’m still not close. But I'm on top of
stuff, so I can operate tomorrow and not feel like I'm out of control. I have two deals to fund
tomorrow and many more for the week, but T keep getting payoff requests. I sent an email out to
my borrowers to give my name out, I need more bormrowers!

1-8

I got more money in than I got out today, L don’t have many deals on the desk to fund erther 1
talked to Lori Weiskopf she wants to mvest next week I’ve got a mullion ready to go, but I figure
"Il meet with her. I spoke with another lady today that wants to see my info. I guess I'll send that
out to her But I've got to say no at some pomt. ] had a ton of payments come in today. Lhope I
can get some money out the next few days.

1-9

Tt’s been a really quiet day, T funded two deals, I had one payoff, but 1t was nearly as bigas I
shipped out! I only had 2 payments I had three people asking me to lower my interest rate. I
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guess guys are sitting on a lot of funds and trying to get 1t out. I've got one to do tomorrow and a
few lined up for the next few days, but tons of payoffs are coming in.

1-10

Thad an easy day, so I could spend ¥; the day on the phone! I funded two deals, T had one payoff
and just a few payments. I’ve got a bunch to fund tomorrow, so hopefully I don’t have a ton
coming on me}

1-11

It was a typical Friday, I got out 600k first thing 1n the morming, quiet day and I got back the
same amount at the end of the day! I had lunch with Stan to meet his friend and biz partner in
Brazil gold mines. No I'm not interested. No I won’t send my investors to you. I had a ton of
payments made too. I'm down to just a little over 2.4 million. I've got people wanting to give me
more; I just need 1o get this all to work for once!

1-14

I wired out more than I got in. I met with Laurie Weiskopf, my newest investor. Probably second
to lasttoo 1just can’t take in any more money 1had a bunch of payments and lots of payoff
requests. I've got a couple of small deals to do tomorrow but nothing planned for this week of

significance.
1-15

[ funded two deals and then I had four deals payoff 1 retumed 200k to Kk, he’s betting on
Apple stock. [ had a few payments. It was a quiet day I do have four deals tomorrow maybe
five. 'm slowly beating down the cash position I had an email from Don Cherry, a guy I met
with on a Saturday, nearly 2 years ago, and then he blew me off completely He wanted to invest,
I reveled in telling him no thanks.

1-16

I was able to fund seven deals and only had four payoffs, so once agan, I lowered my cash. I had
a lot of payments n too. I didn’t receive my first call until after 10! I have one deal for tomomow
and I have a shit load of payoffs that could come m the next two days I just need to get a million
more out and then I'll be in a good position.

1-17

I funded two small deals then I had 3 deals come back. I had a few payments. I was gone nearly
all day. First to the boys school, then to my MOM’s meeting. We had a big tumout, we had a
home depot guy there, Kirk talked about his taxes and then I talked. I went quickly because we
were running long. I've got nothing to fund tomorrow Fm never sure 1f this dam MOM’s
meeting is meeting the guy’s expectations 1 guess they keep showmg up
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1-18

I funded two deals, then one got sent back to me, so 1 funded one, then the onslaught of payoffs
started rolling in! I took in over a million! I met torn Smith for a few hours. Told him about the
divorce, he owns a Tesla too, got it the same day I did, his sick kid, selling his home and when I
can take in a few million Hell at this rate, never! I met with Nighel and Adam about really
nothing. They just BS’ed about needing more deals, the group is not doing anything for them,
etc. I can’t make deals happen. They don’t have any money out with me since they don’t have all
their money at work. I have a few deals for next week, but not enough to do much for me. Damn
I just need to get this cash out. I got as low as 1 2 I was feeling like ok, I'm turning the corner,
then boom, a million came in. perhaps this the new normal.

1-22

I got more money in than out L had a lot of payments. I’ve got a few more deals to do tomorrow,
but lots of requests for payoffs. I've got so many deals on my desk, but I've got a ton of deals
closing too. I falked to Steve, he wants to invest, and I told him no hurry. I just need a few mid
priced deals to get the cash out.

1-23

1 funded four deals, but then I got in a 400k payoff and few others. At least tomomow I’'m getting
out nearly a million; we’ll see how much comes 1n. I met Ashot; he’s a guy I've been lending too
from LA He’s behind on lus payments and he showed up at my house to explam the problem
with his partner and gave me payments. I had quite a few payments today too. It’s going to be a
better month that I had thought. It could have been much better if I could get more money out. I
had another mvestor want to add money, I pushed her off. My list 13 growing longer!

1-24

I started the day out so excited, I put out a million bucks! Then slowly but surely I received back
800k during the day! I just can’t get ahead! Then T have my borrowers email me a post card that
this dork sent them with my name on it saymg he’ll give them cheaper rates! I quit lending to the
guy because he had foreclosures on his name, now he’s lending money out! There are really low
barder to entry. I have a few deals to do tomorrow, but I've got a ton of cash coming back in
next week. ] had a few payments made too. But it was real quiet day on the phone.

1-25

Another frustrating day in the fact that I put out a lot of money but got a lot back in. 300k came
back from Flint yesterday because he walked on a deal. I talked to an investor Tom who is going
to send me 250k; I figured 1its fine, since I’m going to send out that much in interest Monday
anyway. I had a Iot of payments today too I've got quite a bit to send out Monday, but I’ve got 2
million coming 1n next week in payoffs. I'm just fucking drowning in cash and I can’t get it all
put o work. Then I geta copy of a post card sent to my borrowers from guy Iused to lend to. 1
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quit lending to him because he had foreclosures on his name, now he’s a fucking hard money
lender!

1-28

I wired out about 500k, got back in 400k T’ve got a lot of payoffs coming in this week, not many
deals to fund. I had lot of payments made today. I tumed down another 500k of potential investor
money. I just can’t put my money to work. I'm getting 250k more in tomorrow from a new
investor. I don’t need it, but I've been putting him off for 2 months now.

1-29

I got out quite a bit of money, however T had a new investor send me 250k and I had two
unexpected payofls. Fve got some deals tomorrow. 1 have A few more for end of month. I’'m
scared to see how much money comes in the next day or two. T had a few payoffs not much. I've
talked to several realtors over the last few days asking about their clients but none of called back
yet.

1-30

I only funded two deals, and I had the equal amount coming back to me. I do have million to go

out tomorrow and another 500k through Monday. But it’s end of month, so ’m sure I’ll have a

lot of payoffs tomorrow. I didn’t have very many payments either. I might have a commercial

deal too tomorrow. I've got mvestors calling me wanting to give me more money. [ told them no.

I’m not going to take in a dime until I get this money out! I’1l sit here and do end of month O
statements now.

1-31

I wired out 1.5 million today! However, I recerved back in 900k! I've got a 600k to get out in the
next two days. I'm sure I'm going to get some more payoffs tomorrow. Mike Moore came by,
he’s gota 1.5 million commercial he wants me to do next week. That might finally put me over
the hump. L had 2 ton of payments come in too. I made 200k net for the month. Pretty good
considering I was sitting on just a shit load of cash all December. I got the most of it out in
January, so February will be better. Though the 28™ lands on a Thursday, so it might be so so
meonth.

2-1

I funded three deals and returned Stan’s money; he’s sending it back to me soon. I had a bucket
load of payoffs. Then Mike Moore called me and asked if I could wire 1.5 million out for this
property he’s been talking to me for over a year! I said heck ya! So now I need money! 1 emailed
all my investors out saying send me your money. I got 350k from Kirk I've got another 350
coming from a few people next week. I only have 400k available for Monday Even though I go
1n to the weekend with 1.5 in my acct. 700k is going out Monday. I sent out my cash report and I
had three people say they need money. For the first time since November I need cash and I have
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to worry about money coming back in finally! BofA was down all day, barely came up m time to
get things done. It was a nightmare. I figured what the hell, I'll take in more money, if I can getit
to work right away, and I hope I can keep tumning it. 1just hope I don’t take in this extra cash
then get massive pavoffs and not get 1t to work!

2-4

T wired out 700k and I got nothing back in! I also received in 75k of new investment. Scott calls
me, says he needs 1.5 million by next Friday, for the first ime in what months I have to say I'll
try! I have a few more investors I've contacted to send me money. I had a ton of payments in too.
It was pretty quiet for a Monday, butI’ve got deals commg in like crazy.

2-5

I had a great day! I funded 400k out. T had more come in, but I've got 500k gotng back out
tomorrow and I'Il be nearly out of money. Tom smith is wiring 1.4 million tomorrow, so I can
fund a few more, plus have money for Scott next week. I’ll have a great March now. I had justa
few payments today, but I've got lots coming in, and I now I have to worry about closmgs for the
first time in 4 months. I really like this again!

2-6

I got out 650k, I had one payoff for 300k, Tom wired in 1.35 million, and Jim McArdle
deposited 150k. Kyle needs 1.5 million. But L have enough to cover Scott. So T'm not sure how
I’m going to cover everyone, what a nice problem to have. Kyle wanted it today; I couldn’t do it
not knowing if I was going to get enough in to cover Scott next week. He’s my first priority. I
only had Lili pay today, nothmg else. I sat with Frank’s brother for 2 hours. He wants to get 1n
the business, however, he’s got no cash and I won’t give it to him to start out.

2-7

What a nutty day. I funded three deals, and only had one small 35k payoff. The Hulsebus’s came
over and invested 600k. Thad a call from Lili needing 550k and then from Tom Stevenson
needing 550k too. Perfect. 'm getting in a milhon more from Bunger my neighbor too I'li be
sitting on a lot over the weekend, but hell T have 43 million out right now! Warren came over to
tell me that Coralee emailed him and they talked about me for quite a while. About John Ray, my
divorce on and on, Funny that she wouldn’t contact me.

2-8

At 11 pm I get an email from Rhonda Hulsebus, she says they are having second thoughts and
now want the money back tomorrow. I couldn’t believe it. I wired 1t back this moming. Iwon’t
be doing business with them anymore. I funded 1.1 million between two deals. Thank goodness
Steve Bunger wired 1 his million. Or I would be sweating for next week to cover Scott’s deal. 1
have over 44 million at work right now. I have 2.4 million sitting n my bank account Thad a ton
of payments as always. I left before 3-30 and I got an email at 3:17 to wire in 58k to close a deal.
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Imissed it. The borrower wasn’t mad, but I was. If T had any warning I would have waited 10
more mins before I left!

2-11

I funded 900k today, which was great I had one payoff from Christmas for 400k, so that was
good, getting my cash back to where I need it for the next few days. I had some payments from
Chris and Shawn. I've only got one deal for tomorrow and then a few lined up for the end of the
week, now I need money to start coming m. Nice to have that problem again. I found out one of
my investors has terminal stage four cancer, Marion.

2-12

Thad a few payments in, but I had two payoffs I wasn’t expecting. Robert Ferrin stopped by and
paid me off on 280k worth of deals. T've got just encugh to cover what is on my desk for the next
3 days, but I know I'll more payoffs I funded one deal today.

2-13

I'had a real quiet day. I had nothing to fund, but I had 850k of payoffs, which is fine, since I need
every dollar to cover what is on my desk! I love to have that problem! I only had a few
payments. Steve Tuttle invested 25k more too. Tomorrow is going to be my biggest single day
out 1 think, and Friday is busy too, get a ton of money out before the three day weekend.

O

I wared out 1.8 mullion, I have a million to send out tomorrow. I have just enough to cover the
needed amount. I only had a few paynients in. [ had a guy call me that I did deals with 6 yrs ago,
that on the last loan, lus mother had to refi him out to save his ass. I'll go in to the 3 day weekend
with very little cash.

2-15
I wired out a million before we left the house. Roger couldn’t get the go ahead on his, so I left.

10 mins later he calls me saying that I can wire. 1 got to Kellogg and was able to wire to him.
Then the payoff started to roll in. Y received int over a million back in! I got lot of payments too.

2-19

I funded a couple of deals first thing then had just a ton of payoffs Ihad a ton of payments too. I
retumed calls as soon as I got off the phone. I worked until midnight trying to catch everything
up. I've got more work to do, but I've got the important stuff done. I'm building up cash again,
with not a lot on my desk!

2-20
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Well today I received 27 payoffs I think. Chris Hughes pard me off on 22 then the others were
Jjust normal. One of them I’m glad for it was for a guy that wag late on his payments, so ] also
tacked on his payments on his other property. Now he’s current and only has 2 loans with me. T
had a ton of payments come in too. I funded three deals and gave a little bit more on another. But
I’m st1ll sitting on 3 million, with 600k on my desk to fund by Friday.

2-21

I fanded two small deals, I had a lot of payments come 1n, then 1n the aftemoon, and the payoffs
came rolling in} I'm sitting on 3.7 million in cash. I do have 1.5 million to fund in the next few
days, but that's nothing,

2-22

Busy day in turnover of cash was huge. I put out 400k and took in 1.2 million I think! I had a ton
of payments too. I took Steve with me to the MOM’s meeting;, he had good questions and
enjoyed the meeting. There was 2 lot of give and take besides me blabbing as normal. t was a
good meeting though, I've got 2 million worth of deals planned for next week, so I can get some
of my 4.5 million back out.

2-25

I wired out nearly 600k, but I got 900 back in! I had a lot of payments too. I was busy all day
long keeping up with stuff. T've just got so much money right now it makes me sick. I'll be
wiring out quite a bit next couple of days, I just don’t want any more back in, and its end of
month, so I know I’ll be recerving more in, Mike Swerlyk sent me a deal he wants me to fund
because he’s out of cash, however, 1ts screw deal, they always are, when they are like this. But
hell I need to put money out, it looks ok to do.

2-26

I funded 500k worth of stuff, only got back 1% of that, I had a few payments. I've got stacks of
deals lined up for the next few days and I have 4 million still. Eric called, he mightneed 2.5
tomorrow, and I sure hope so. Steve wants to give me another million, Itold him no. I still have
20k a day of interest clicking along, which is great, but I'd love to have 22k!

2-27

1 had a super busy day! Eric called and wanted that 2.1 million, plus that 170k I had planned, PG
homes called had thres more, Ithink I got out 2.7 million today, I am 8 bucks under 22k a day.
I'm not sure how long it will last since end of month 1s tomorrow! But at least Iam down to 1.8
in my account and I have 500k of that going out tomorrow and another 500k out Friday. I could
end the week under a million I'm only at 110k profit right not. I'll have a lot of payments made
on Friday, which will count for next month from my biggest borrowers. Which means March is
going to be a big month for profits.
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2-28

Iwas so busy today, I worked 12 hours! I funded seven deals, only had four payoffs. I'm still
above 22k a day in interest, we'll see if T can keep it over the weekend. I only made 120k this
meonth, mostly because 75k of it will be paid tomorrow from my biggest borrowers, just the way
the days fell on the month. T had 1 lot of payments come in too I've got a lot of deals to go out
tomorrow and next week, I might even tell Steve to give me some of that money he’s talking
about investment. Detota invested 50k more today. March should be a good month.

3-1

Thad a super busy day agarn. I funded 900k out, only got m 250k or so. I had a ton of payments,
tons of filings, payoff requests and phone calls. I got it all handled, just barely. I've got 50 many
deals lined up for next week that I might be low on money! I've got a couple of commercial
deals I might do to use up some cash. The LTV on them are great, 50 I'm not concerned.

34

Iwas so busy today, I had everything already to go for today, then L had 5 more deals piled on
me. I was able to get the docs and wires out before I went to Dave’s, but I wasn’t as prepared as 1
usually am when I go there I only had 2 payoffs, but I had shit loads of payments T've gota few
deals for tomorrow, 1 told Bunger to send me another million. I’ve got a lot on my desk and 1
don’t want to hope for closes I only have 600k in my bank right now.,

3-5

I took in another million from Bunger, I didn’t put it all to work today, but I wall over the next
two or three days. Thad to payoffs and funded two. I had a ton of payments. It was relatively
quiet which gave me a chance to catch up on stuff. John brought me 50k in cash from Vahak.
He’s going to dain near pay cash for a building, wants me to handle 300k in cash, That’s a new
experience.

3-6

1 got more money out then I took in and I have a million to put out tomorrow, maybe more if
Lili’s deal comes through. I might have to take in another million before Friday Ihad a lot of
payments too. I'm able to keep the money out right now and turnover is at a good pace,
Hopefully it stays this way.

3-7

I'was so busy again today, I had deals coming at me like fast balls, I said yes to them all, and I
took in another million dollars from Bunger scheduled for tomorrow. I know I’m getting 150k
from Stan too Ineed it. I"ve got so many deals to fund tomorrow plus ones stacked on my desk.
I only had 375k of payoffs and I funded a mulkon. I had a few payments, but they will start
rolling in here soon
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3-8

[ had a super busy day, I wired out a million, I only got back in maybe 350k, Steve got his
million in, which nearfy % of it or maybe all of it will go out Monday mormng. Stan invested
back his 140k. 1 had a few payments not many. I met with Adam, Nishel and David today, they
want to do deals together, and I was clear on what I can offer Money and no time, and no
expertise, they want to do commercial and stuff. We'll see if anything looks good to me. I have
nearly 48 million out right now. Holly shit, I can hardly believe it. I just hope I can keep 1t out!

3-11

It was a quiet day, I funded three deals, and Lili paid me back over the weekend on her 300k deal
so I have a little more cash than Ithought. I’ve got a stack of deals lined up for next week only 3
for this week. I have a 600k deal I can do any day; T just wanted to see if I had in short term
notice deals pop up before I put all my cash out on it. I did have a ton of payments come 1n
today.

3-12

A pretty quiet day, which was good, because I had the boys with me Ihad two payoffs and I was
going to fund this 600k deal, however, he wants to wait until Friday. I got in a ton of payments
and did lots of payoff statements. Shawn is switching 10 loans from one entity to another so 1
had to type everything up.

3-13

First day in weeks it’s seemed [ started the day with nothing to fund, I did end up funding one
deal for Chris and another for Greg, I had one payoff and & lot of payments. I went to lunch with
Mike Swerylk. He’s a competitor, but wants me to send him stieff and he’ll send me stuff. T
figure I can try. I don’t send anything to Scott anymore. He’s a nice guy, doesn’t have that killer
business aititude, wants to grow but can’t,

3-14

I funded two deals, then 2 more, that damn John at Eric’s office, has me fund a deal thai’s been
sold, so they send me back some of the cash and I do another deal for PG again. I hate that. I'm
not doing another deal from him unless Eric signs off on it. I had just a few payments but two
payoffs. Kyle keeps wanting me to say I can do a deal tomorrow for a million but won’t get me
the mfo.

3-15

Chris closed his 21 deals for a million that 750 land deal came back to me too. Thad a few other
payoffs. I had a ton of payments. I was going to fund a 1.1 milion dollar deal for Kyle, 1t was a
builder that was 80% done on a 1.6 million house, and he needed funds. I went up there to look
at it, it needs a ton of work before it’s done, he had said 90% done, uh no. I don’t know the guy
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either does Kyle, I don’t need the headache. I've got a bunch of deals to do Monday, with my
regualar guys, so that’s better anyways I've got 2.5 for the weekend, but 1 of it goes out
Monday, 1/2 of the rest Tuesday, Wednesday.

3-16

I got up early and got everything ready. By noon, I was done and I had nothing to do. Mom and
Dad came over, mom made 5 irish rum cakes. Dad put out the wine, Monster showed up to help.
Paul and Julte showed up 2 hours early. The kids just swam and had fun, Then at 3 everyone
started showing up I had 60 people here! I remembered everyone's name, met three investors I'd
never met before, but spent % of the time in the garage showmg people the carl I stll didn’t feel
like I made it around to everyone. I never do. Too damn many people Everyone loved the Indian
food, and said they had a good time.

3-18

It was a busy day, but just flowed well. T funded a million worth first thing, I only got 400k back
in with 700k to go out tomorrow and another 800 day after that Ithink Ihad a lot of payments.
Hardly any calls which was nice. It was steady.

3-19

I had a busy day, but steady again. I funded six deals, and only had five smaller deals payoff and

one pay down I had a few payments, I keep expecting more in. A few deals I had planned for

this week got moved, and one I didn’t think was happening happened today. It was a good thing I O
have al ittle bit of cash. I've got 1.8 now, 450k going out tomorrow.

3-20

I had a pretty quiet day. I funded two deals and only received in one payoff, I had a few
payments. I've got two deals lined up for tomorrow Another one that was to be, got pushed until
next week. I met with Steve Bunger, he’s trying to do some equity deals with a guy and wants
me 10 look over everything. I just hope the guy is honest with him. Looks like we are going to
have a small meeting this week for Mom’s

3-21

I had a real quiet day, but I only had one payoff and I funded 400k out, ’'m down to a million.
I"ve got 500k to send out tomorrow. I'm sure I'l] get some payoffs in tomorrow. [ had a few
payments. It was so quret I got all the photos for end of month done and wrote my newsletter.
3-22

I funded 1 million this morning Ithought I was going to have a lot of payoffs, I only got back in

maybe 500k. I am actually short money for next week. but it’s end of month, I'm sure T'll have
more come in. Thad a lot of payments in too. I had my mom’s meeting, we had a bigger meeting
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than I thought. We had a vendor come, which is always good. I've got a stack of deals for next
week, so I'm probably now going to have nearly all my money out for the month of march.

3-25

T had a really busy day. I funded five deals then I had four deals payoff for nearly twice the cash,
which i3 fine. I now have 3 3 million on my desk that needs to fund by Monday and T have 1.1
million. The timing will be interesting this week to see how it goes. I had a lot of payments too. I
met with Dave, we walked through the numbers of selling all these damn rentals. The lady that
does my return broke her leg, so now I'm going to get an extension.

3-26

I had a quiet day which I needed Iwas up until 2 am trying to do end of month and the damn
thing gave me the same error it gave me 6 months ago 1had to do them indrvidually all morning
I was so pissed! I funded three deals, T had 2 payoffs and a few payments. I've got deals stacked
on my desk, I’'m sure I'll have cash for the weekend though! I just have two deals to fund
tomorrow. I was hoping for a 250k new month, I'm not sure I'm going to make it.

3-27

I funded three deals and I only had one payoff and two payments. I've got demands for over 3
million in deals the next few days. Lili wants to borrower 850k for a few days too. I called up
Steve Bunger, he gave me 900k, I talked to Brian, he gave me 700k. if I get the payoffs in I hope
for tomorrow I should be in good shape to take care of lot of stuff. I need a lot of interest
payments too. I thought I would have a 250k month, I'm at 70k with 2 days to go. Tknow Lili
won’t pay me her 45k mterest unless I give her 850k

3-28

1 wired out 500k on deals then received in Brian's 700k wire. L had four payoffs, which I was
expecting. Then Eric cancelled on his 1 million request for tomorrow He apologized and offered
to pay me interest but I declined. I funded three other deals that were requestng money and T'll
just send money back to Steve and Brian 1did give Lili 850k for a few days. She now says that 1
will get 2.4 million in tomorrow. This is going to be nutty. I'll go from raising 1.8 million just to
cover to probably having 3 milllin in my account for the weekend.

3-2%

I had an insane day. I funded five deals and emptied my bank account. Then 1 had a few payofis
and payments, and it was quiet, then I had over a2 million come in with in an hour. The bank then
at the end of the day with held the 500k deposit I made yesterday. So I was over drawn. I
transferred money back in to the account so 1t would be positive. I went to the bank but didn’t
talk tot hem. It will be ok tonight. I only made 140k this month, Lili’s 2 4 mil deal was 50k of
interest, it was supposed 1o close today and 1t didn’t. then PG and Mike didn’t make their
payments. I they would have I would be at 210k. April will be my most profitable month ever!
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I funded three deals, Steve’s check did bounce, we talked, it was because he didn’t approve it
soon enough, so Charles Schwab thought it was fraud. I had two payoffs and tons of payments. I
have just enough to cover deals tomorrow. I need Lili to pay me off her 2.4 deal to get back on
top of my cash position, but it’s great having 24k of interest day click along! I went to hinch with
Mark Wenig’s brother and sister in law, nice people, a little uppity. They say they will invest, 1
told them they are my last ones.

4-2

1 funded five deals and ran low on cash, then Lili’s 850k came back and so did her 2.4 million
loan. I am going to pay back Brian and Steve tomorrow. I didn’t get many payments. I've gota
stack of deals to fund the next few days and I"ve got plenty of cash.

4-3

I funded three deals and returned the money to Steve and Brian. I had four payoffs, so now for
the first time in two or three weeks I have money avaiaibe. I had a ton of payments come in,
from Scott, Mike and others. I've got just tons of paper work and catch up work from being gone
to school and having Jen sit here and talk to me.

4-4

I funded one deal through Mike, he might be a good source for more deals going forward. I had a O
lot of work to catch up from yesterday, which I got done by 10, then it was really quiet the rest of
the day. I had three payoffs and a few payments. I've got a lot to fund tomorrow.

4-5

Busy typical firday, I funded six deals. T had three payoffs and tons of payments. The Las
Lavatas house I did with Bennet closed. He never filed the quit claim deed so it’s not goimng to
come out on the Hud-1. So now I have to have him give me a 1099-8 so that it doesn’t hit his
taxes. I'm gongi to beat up his accountant for this starting now because I know I will hunt him
down for freaking ever to get it done. I made a 100k on 1t. although, if he would have paid the
full interest I only made 30k. however, the 100k comes to me tax free becaue of my carry
forward loss. I’ve got a 2 million in the account, so with what’s gomg cut Monday, I have some
to start the week.

4-8

I funded five deals I had seven deals payoff, two of them totaled 1 million. I have mounds of
cash now. I had a lot of payments, it was quiet on the phone. I think I have this bitch taken care
of with the extortion about the cabinet falling on her. I so much want to sell this shit and never
deal with 1t again. I got my payoff for Las Lavatas, tomorrow I’ll get my cut from Bennett. Il
make just little less than 90k. it paid for my car I got the 30k in from Wade in OR_
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4-9

1 funded three deals, I had several payoff T got Bennett’s money, that’s all done, except the
paperwork on the 1099. T had a few payments. I did line up several more deals, but I'm sitting on
over 2 million, Lili called about me funding an8 million deal. 'm not sure about scmething that
big I hope I get some requests before the week 1s over.

4-10

1 funded one deal and only had two payoff thankfully I'm over 3 milhon in cash, butI have
quite a bit to get rid of tomorrow. The good thing, is when I look at myspreadsheet 1 don’t have a
lot planning to close next week i had a lot of payments which was good. I got my tax bill 185k,
ouch. This yr is going to be a lot worse. T met Judy and Bill hughes to get all their docs signed
and get a new investment for the IRA’s. 1 met them at the restaurant, but I left before they ate,
they had fniends with them.

4-11

A super quiet day, [ had no payoffs, funded three deals, and hardly any payments Ido have a ton
of deals to do tomorrow and lots of payoffs comung in too. I met Jim McCoy for lunch, gave him
the speal, 1 really like him. I should do more with them.

4-12

I funded five, I was hoping more, but they are now waiting until Monday. Craig Brown invested
50k more. T had a ton of payments and I five payoffs. I've got a ton to go out Monday. I hardly
sat at my desk all day so I was behind on domng all the paperwork.

4-15

What a busy day! I had 6 deals to fund first thing, then I kept getting gmore requests, I did 10 in
all, over 1.2 million. Which was great, becaue I got in a ton of payofis too. T ended the day with
800k more money at work then I started. T had a lot of payments too. I've only got on deal to
fund tomorrow. I have a lot for the rest of the week, and not a lot closing.

4-16

I funded two deals, I had three payoff. I have 700k to get out tomormrow, so that’s going to get my
cash down to a million again. I had no payments today! I’ve got enough cash to cover what is on
my desk through Monday I'm keeping it a good skinny right now.

4-17

I funded out five deals for 850k which was great, I'm actually getting low. I only had three
payoffs come in for 270k Ihave a few deals to do the enxt few days. I had a lot of payments. It
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was quiet on the phones Mike is wanting me to do another deal for him, I said I would. Thavea
lot to go out on Monday.

4-18

I funded three deals, I had four deals payoff and I received in 175k from Dirks for his IRA_ I
didr’t have that many calls, just a lot of emails for payoffs and deals to fund tomorrow Cash is
kind of tight, I"ve got enough to fund everything through Monday. But I’'ve got 1.6 coming in
next week, I need to keep money for interest payments too. I went to lunch with Eric LeBaron,
he’s a voung kid looking for a mentor, I set him up with Roger, hopeﬁﬂ]'ly it works out for him.
He seems preity smart, just no personality. I had a few payments, not many. But I'm not
profitable for now on this month.

4-19

Thad a super crazy day I funded six deals. Vahak showed up bringing me 254k in Cash! I had to
take it to the bank I had a ton of payments and several payhoffs, which in needed. 1rushed over
to the MOM’s meeting, we had a real big turn out, 25 or more. Two guys from LA Vram and
Alen showed up too. 1 rushed home to get a few things done bfore the day was over. 1 had to
raise 1.4 mllion from Steve and Brian again, I have so many deals to fund next week and I don’t
have a lot that is ¢losing.

4-22

Holly shit, what a mutty day. I had just four deals to fund, I ahd everything ready to go this week, O
then the day started and it was nuts. Bnan wired me in 900k, Steve 400k, Brian Wenig gave me

100k, I had a ton of payments come in. then four more deals had to be funded, then later another

one. I sent out an email saying I had no cash, but hell, Thad more requests come in. Tom is going

to send me 1.5 milllion tomorrow, that gets my head above water, I just need some morepayoffs

to come in. I could probably put another 1 million to work over and above that! It’s gong to suck

going in to the end of month, with no available cash for my guys.

4-23

I wired out money for four deals. I gotin 1 5 million from Tom Smith for short term. I had two
other payoffs, so I've got enough to cover what’s on my desk Now I just need payoffs to start
rolling in I had few payments. It was pretty quiet. I've got the potential to do another few
million 1f T had the money. But I’ve tapped everyone out. Adam came by he wants me to do stuff
in Flonda and Georgia, I have no need. .

4-24

A much calmer day, I funded two deals, one decided to move to Monday, they sent back the
money. Then roger called for the same amount on another home, so I gave it back to him on that
home. I had a few payments. Lots of phone calls two for land deals, one from a gal I used to

work with at Insight, so I'm told. More requests for money then L have .
I
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4-25

I fanded two deals, I had one small payoff for 30k, and 2 lot of payments. ft was super quiet day
Infact I don’t think my phone rang after 2pm. I'm just waiting on cash to come m and as I'm
waiting my best borrowers are stacking deals on top of me, I need 4 milion to keep everyone
happy!

4-26

I funded one deal, I had 6 deals payoff but it was for 300k, I"ve got 1.5 in the acct , Bdan is
going to give me 500k more and I'm going to get it all out in the frist three days or so of next
week. I've got over 5T could do. I hope I get a ton of payoffs next week. I've missed outon 1
mullion worth of deals that I would do because I didnt have the cash and I couldn’t commit to
them. T had a lot of payments My month end number net, I thought would be closer to 700k of
reveneue and 300k of profit. But it’s not looking like that. With that kick from the Scottsdale
house I made, I thought for sure I would be there. We'll see how much comes in early next
week.

4-29

I received in another 500k from Brian. I had a few other payoffs today, which is good, I funded
six deals, I have seven to do tomorrow and 7 on Wednesday, I still need a bunch of payoffs to
come in this week I had a lot of payments too. I'm hoping to hit 300k next, we’ll see if enough
payments and payoffs come in tomorrow. I met with Rob and Mike today for a few hours. Same
stuff, talk about the market, give advice, never know 1f it’s worth while fo them.

430

T funded six deals, I got paid off on only three. I was expecting twice as mmch. I1got in a huge
amount of payments. I made 318k net thas month. I'm at 800k for the year already. I was super
busy all day, I will be all day tomorrow too. I’ve got 3 more deals I can do if I get in the funds,
I've got just enough to cover things through tomorrow. I should do 200k next month if all goes
well, The next 87k this month from selling the Scottsdale house was nice.

5-1

1 funded eight deals, I finally had payoffs pourin Ihad six of them, which allowed me to cover
the rest of the week, pick off two on the wish list. I made a few happy, I have a few more that
want to be covered this week. one of them is a new horrower, I think I’ll just past on him I've
got enough good loans I can work on. I had a lot fo payments too. Off to a good start for may.

5-2

It was a much quieter day than the last few days, which was nice. I funded one deal and received
in 500k of deals I didn’t think were coming. I have the money all going back out tomorrow Plus
what ever I get in tomorrow I have deals already for, I had a just two payments. I had a guy call
me to invest, but I turned him down. I'm not taking any mose 50k or 100k investors.
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5-3

It was a quiet day, but busy Thad 8 deals that T funded, I had 6 payoff and tons of pavments.
Thad tons of payoff requests too. Which is good since I need the money back in. I just enough to
cover Monday and Tuesday. With more requests coming I'm sure. Starting the month off well,
I've got just 500k in the account, and 52.7 out. That’s the highest numbfr ever

5-6

I funded two deals, and I had two payoff, I had a lot of payments too. However, I received an
email from Tom wanting back 1.250 this week, and Bunger wantmg 250k. so my cash flow is
gomg to crap this week,

57 |

Ifunded cne deal, and retumed 50k to Steve Tthen I had three that paid off, which was great
because I can start paying back Tom. I'told everyone I can’t do any deals this week. I had a lot of
payments, but it was a quiet day. Marlene came by and gave me 180k to invest, since she’s taking
the summer off.

5-8 !

Ihad enough payoffs today, to return 750k to Torm. T have 500k to go with him, and 200k more
to go for Steve. I had a few payments, really quiet day, which was just fine. i hate losingout on
deals.

5-9

Another really quiet day, I had four payoffs, so now I have enough to pay tom back, but I'm
waiting a day, becaue I need to fund two deals tomorrow, before I’'m out of cash. I've got lots of
deals to close tomorrow. Hardly any payment came in. the big deal was meeting with Dave. We
met for nearly 2 hours going over the memorandum. Because of the size I've become there could
be some additional issues to worry about.

5-10

I got encugh money in to pay back Tom, then fund the deals for Monday, and a little for
Tuesday I should have some more payoffs Monday to cover Tuesday and Wednesday I had a
ton of payments in too. It was pretty quiet other than a few phone calls. I'm just glad to have that
behind me, I've got a lot coming in next week so I'll be back m to funding deals as they come.
This week sucked in that regard.

5-13 !
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I funded four deals, I had three big payoffs so that got me cash rich, if Kevin doesn’t need 400k,
I can knock off a lot of loans. T had a ton of payments made too, I am hoping I can get more
money in and get over this cash crunch this week.

5-14

I funded five deals, and I had three deals close, which allows me to start pounding down the list
on my desk and keep people happy. I had a lot of payments too, I returned 50k to Bunger, T'm
trying to keep up with everyone, plus Adam wants to expand to Florida. I just don’t need to.

5-15

First time in weeks if not two months, where I've got my head above water. L had a few deals cxl
on me that went somewhere else, because I couldn’t commit to them, oh well, I took care of the
ones I needed to. I had a bunch of payoffs and funded five deals I had lots of payments too. So
I've got extra cash for next two days!

5-16

1 had several payoffs and I funded four deals. I had a lot of payments too. But it was quiet. Thave
a little extra cash so I let the guys know, they sent me a few more deals. I'll getout 600k
tomorrow but I’ll probably have a million in my acct for the weekend.

5-17

I funded three deals this moming and was down to just a few hundred k. then the payoff started
rolling it, I was fearing I would have 2 million, I only went in to the weekend with a midlion. I
had a ton of payments come in. in fact, I'm at break even right now on interest! I’m going to
have a very good month! Mike Moore came by to pitch me on his biotech deal. Everyone always
wants money. I received m another 100k from Kirk today too.

5-20

I returned 50k more to Steve Bunges, he’s done. I funded two deals and I had two payoffs. I've
got enough cash to take care of quite a few deals but ['ve got lots of to fund this week Ihad
quite a few payments too

3-21

1 funded a few deals and T had a lot of payoffs, I had three payoffs. Jeff Phalen added 50k, Kirk
is going to add 100k tomorrow. Thad a call fiom Laune W saying they would invest one million
at the end of the month. T had a lot of payments too, Cyler’s father n law blew me off, so Thad
650k ready for him, never heard from him. That reaily pisses me off Ihave enough money to
cover my desk and do a lot of deals for the rest of the week.

5-22
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I funded two deals, T had four payoff, so I had plenty of cash. I called the 650k guy, he never
called me back, I contacted sscrow, they had never heard from him, Thad 2 few payments, wasa

pretty quiet day.

5-23

I had a real quiet day. I funded four deals, T had one payoff and Kirk Fischer invested another
100k. I had a lot of payments. The 650k deal guy called me, uh, I thought you were going to
open up escrow? What an 1diot, I can’t do that. I got him to do 1t, we might close tomomow, 1f
not 1t’s going to cost me $1000 of lost interest to wait untl Tuesday. I fear I'm going to have a
boat load of payoffs tomorrow.

5-24

I conivniced the 650k deal to take his money today, so I put it work over the weekend, I had a
few payoffs and a 450k partial pay down, which is great, 1 will allow me to fund a few deals
next week. I had a ton of payments today. We had our mom’s meeting, only 16 guys showed up,
but T had one of my mnvestors Mike Scroggins show up, it was good for him to hear and see the
guys. He never asked a question. Other than am I going to continue to do this for a while. Roger
says he’s got some heavy hitters 100 million dollars guys that want to vjfrork with him He wants
me to meet with them Wednesday. I have no idea where it’s going.

5-28

I funded two deals and I had two deals payoff. I had a lot of payments, but otherwise it was a
really quiet day. Thave a few more deals to find this week, just waiting to hear, I’ve got almost
enough money to cover them all, but T have a lot of cash coming in too.

5-29

I had a meeting filled day. 1 bad a meeting with insurance adjusters at 9, they have no capital and
want me to fund their deals when theycan buy bumt out houses. No thaiks I went to Iunch with
Roger and two guys from CA that wanted to provide more capital to ro},rer and perhaps me. But
of course no figures, just concepts. I was uninterested in their proposal. I fell behind doing all the
work I needed to do. I had three payoffs and one large partial paydown. Now I have enough cash
O COVer everyone.

5-30

Thad a really busy day all day, I had to catch up on stuff I didn’t do yesterday, plus do todays
work. I had two payoffs and Tony Burdett added 100k more. I bad a ton of payments and I
funded four deals I'll put cut a lot of money tomorrow, but I have a feeling I'm going to get lots

n tomorrow too! I'm going to work on statements now. |

531 |
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I funded five deals this moming, and as planned I had a ton of payoffs 10 in total I think. Thad a
ton of payments too. I was busy all day, but hardly any phone calls which was great. I had my
best month ever, made 310k! I've got extra cash for deals next week, and I'm just a hair under
25k for the interest a day. We'll see if demand is as strong as 1t has been for the last several
months. I sure hope so!

6-3

It ended up being pretty busy day I had funded three deals, I had payoffs on five, and a lot of
payments. I had a new guy that sounded good, I sent everything to him, he satd hé would be back
to me, never heard from him again. I “ve gota ton of cash right now, I'm sure I'll get it out
quickly.

6-4

A really quiet day, probably 5 cails all day. I funed two deals, I had a few payments and one
payoff. I've got a small stack of deals to do tomorrow. My cash is building, but Lili may need
950k by Friday too. I'd love to confirm that tomorrow

6-5

1 had a busy day, in and outs all day long. I had four deals to fund, six to payoff. More net cash
in than out. I had a few payments and several 1 didn’t know who they are yet. I've gota few
deals for tomorrow. Thave 2 million in cash and probably %'s of it uncommitted.

6-6

1 funded six deals this morning, but it wasn’t a lot of cash, ihad two payoffs come in and justa
few payments. Tmostly planned for tmorrow and next week. I'm going to put out 300k tomormmow
and Lzl has a 900k deal for Wednesday. I’ve got everything prepped for tmorrow and some for
next week.

6-7

I funded the five deals first thing in the morning. T had only one payoff and just a few payments.
1 had Ryan calling me wanting 1 million for Monday, uh can’t do it. I got evyerhing taken care
of late at night and a little bit Saturday.

6-10

I funded four deals, I had three deals to payoff, plus Kirk added 150k . T had a lot of payments. I
was able to take care of everything early and late at night. Barry added about ¥ dozen deals to

this weeks stack, and now I'm going to need the whole 3 million in I’'m expecting this week.

6-11
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I had to resend the 160k wire from yesterday, it rejected, then they said, they wanted 158k and
change or they would reject it again. I sent that nght at the cut off. I had one payments. I've got
requests for money to be returned, deals are stacking up like mad. I only received three payoffs
today, ihope a ton come in tomorrow.

6-12

This damn safe pass card, was barely legiable, s0 I was glad to get out the two wires this moring.
IThad lots of payeffs, 7, for over 800k, so I'm building up myfunds for mike and for Ryan. Plus
I’ave got people wanting their money back by Friday. I had a lot of payments when I got home
too. I've got some much work saved up to do now that I'm back!

6-13 .

|
I 'was in the office at 5:30 working on stuff. T have so much to catch up onit’s just silly Twas
expecting millions in today, I only received 250k, Les Jones, invested another 35k in IRA
money. I funded one deal, and I had no payments. I worked until midnight trying to catch up on
things,

6-14

|
I funded all my deals today, 1.8 million only because I got a wire in first thing this moming, I
ended up getting 800k m today so T've got fund for Monday on other deals. I had a ton of
payments in too. Thad two lawswis o boot. One from Scott, which I knew was coming and he’s
paying the bill, then one from Lili on a tax lien but she took care of it. I'm all caught up now, I O
Jjust have to prepare for next week and then do end of month.

6-17 |

I got in a ton of payoffs today, but still I have way more demand than supply for. I had a lot of
payments in to0. I could put a 1million at work right now if T had it I'm going back and forth
with David about how to circumvent this 50 million issue on size. Thad to send back 100k to
mvestors that said they didn’t need it for weeks, now want it today. That didn’t help me. I've got
to have 300k next week too.

6-18

I funded one deal for Scott, I had one payoff for 24k I need a stack of payoffs to get me over the
hump this week, I did get a few more payoff requests, so hopefully those close. I had a few
payments, otherwise it was a productive day. I got all the months renewals done. 'm going to do
end of month tonight.
6-19 i
I funded three deals, and "'m able to fund a few more tomorrow, { talked to Scott a lot about
what he’s doing, 1 feel more comfortable. I'll need a lot of payoffs next fow days to keep
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everyone happy Ialready have a few people unhappy, but there is nothing I can do. Thad a few
payments in today, nothing big. T'm running a little behind on my interest this month.

6-20

Ihad a pretty quiet day, but I did get a number of payoffs in so that I could fund three deals and
comitt to two others tomorrow, Plus I have my interest covered for my investors, ] cut it way to
close this month. I've got more ¢losing commg tomorrow 50 that I can back fund a bunch of
deals for scott and a few others. Thad a few payments in too. I'm still behind, hopefully they’ll
roll in tomorrow and next week. I bought a monitor to take with me it's 22 inch but only 2.8 Ibs,
it just barely fits in my case, That will make me so much more productive.

6-21

I'was really busy, as fast as money was commg m 1 was sending 1t back out. I got pretty caught
up in my requests, and a few more payoffs and I'll have Tuesday covered. Iwas able to catch up
with Scott’s back funding and now I have a few more to do next week, I'm about even nght now,
$0 let the payments roll in for profits

6-24

I was super busy today. I got in a ton of payoffs so I was able to fund one deal and better yet, say
yes to several deals I have planned later in the week. I had a few payments but not a lot. T've got
a lot that needs to come in this week.

6-25

I had another 600k come in today and all the interest payments went out. I funded two deals also.
Now I have enough to fund a few more deals tomorrow and resevered some money for Kevin's
deal again. if it doesn’t go through I darn near clear my desk of back logged deals. 1 had a few
paymenis not many. I'm in pretty good shape headed in to end of month. Igot the newsletter
done and the photos it was so quiet this afternoon,

6-26

I was able to fund seven deals. Everyone is happy, I only had one payment, then I opened the
mail and ] had checks for 1 1 mllion from the Weiskopf’s. I can’t believe she sent it through the
mail! I even got the dam checks release for tomorrow, so I'li be able to get it all to work before
Friday. I had only one payoff too.

6-27
T had a pretty nutty day. I funded three deals, I thonght I was only going to fund cne today. I had

five payoffs and hardly any interest payments. I now have money to cover everything tomorrow
through Tuesday. I was going to wire 400Kk to an investor, but then he called me said his email
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was screwed up Then Barry called, he's going to payeff 1 million next week. I'll be drowning in
cash next waek. we’ll see if things pick up. My desk is pretty empty for next week.

6-28

T had horrible money, 152k in profit, 686k in revenue. I'm going to ha\{Le to look at this closer, I
should have been over 200k. I had 6 big payoffs today. I had a ton of payments, and I onl y have
like three people that are late. T can’t figure out why I’'m short in profits. I've got a ton of cash
and only two or three deals to fund Monday morning. I'm going to start the week with 1 million
available! I've not said that in months!

7-1

I had four to fund, but Thad four payoff. I've got nearly 1.8 million and hardly anything to fund
this week. ihope a few pop up. I had a ton of payments, I figured all of them out expect 1 1
bardly had any calls, since I was driving across central OR and had lost cell service most of the
time, that’s good thmg I don’t have much planned for this week, and I st1[1 have lots more
closings! i

7-2

I funded one deal. I had a bunch of payments and 9 payoffs! Mostly smaller ones from Chris. I
have two te do tomormmow, I've got a stack of deals for next week. it was pretty quiet today,
tomorrow should be about a ¥2 day of work. :

7-3

I funded two deals for Scott. I had one payoff which bummed me out, T just funded it two days
ago and now 300k 15 coming back before the holiday. I had a few payments. But it was a really
slow day as I expected. |

7-5

I funded one deal and T had a bunch of payoffs and tons of payments. I'm catching up from
where I was thinking I was short last month. I didn’t hardly work today, I'll catch up this
weekend.

7-8

Ispent 15 hours yesterday doing paperwork. I didn’t finish it all, F'm 90% of the way there now

I funded three deals this morning and I had three payoffs for over 750k I've got a ton of deals to
do tomorrow, Bunger wants 10 invest 750k more, I told him to wait. Thep I had a borrower want

to refer an investor to me, I said no thx.

7-9
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I had a stupid busy day, I biinked and it was noon, then 4pm. 1 funded nine deals, I had five
payoffs Ihad 100k mvestment from Kirk Ihad a few of interest pavments made. I was just busy
processing stuff all day long. T got my stack of releases notarized too T've got a lot of cash, but
700k goes back out tomormrow and I have stack of deals to fund before Fnday, but I have a bunch
closing 100,

7-10

I funded four deals and only had one small payoff I met Laurie Weiskopfto get all her docs, and
she mvested another 100k with me. Thad a few payments, I only have a few deals to do the rest
of the week. Istill have cash I hope to be below a million by Friday.

7-11

I funded four deals, which was great, because 1 only had two scheduled. 1 only had one payoff

too T only had a few payments I'm working down my cash finally I told steve that I should be
taking his money next week. I've got three deals for tomorrow. I might have more 1f they come

through

7-12

[ funded three deals, then slowly but sure I started having payoffs by the droves! I had seven in
al] over a million dollars 1had a ton of payments made too. I'm way ahead where 1 should be for
thus time of the month, just the opposite problem from last month, I've got three deals to fund
Monday, but T've got way more money than I do deals for next week.

7-15

I funded three deals before we got on the plane. I had a ton of payments made, then a ton of
payoffs, nearly 800k I've got over million commg tomorrow. Shawn called, he’s going to buy
the 57 properties for 2.85 mullion I told him to clese 1t quick!

7-16

I funded two deals and T hardly had any payments come in. I had maybe 5 phone calls all day
then I had a Mike Moore actuaily come through on paying me off on 1.2 nulhon All of lus Joans
are paid off, and he paid down his big loan by 500k, now I'm absolutely drowning in cash, I've
got Bunger wants to give me more money, and [ have more closmgs to go. Shawns deal better
come through!

7-17
I funded four deals, I had a few payments, but no payo{ls! Which is good since I'm drowning in

cash right now, over 3 million I could have 5 by week end I've got a few deals to do tomorrow.
It was really qu:iet on thephones too.
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I wired ont more money then came in today, but only by 200k I had a few payments. It was
really quiet, but Ineed to get more money out. I met with the Miller’s. they are selling their
skate plaza and so they are going to have another 1.6 million for me in September. I hope Ican
put it to work by then.

7-19

I funded four deals and I only got back one payoff. I knowi have ton coming. Lili 1s going to pay
me back a million, AZ Home buyer i8 going to pay me off 600k. I've gpt a few million supposed
to close next week, Eric is paying me off a 1.4 million. 1 had a ton of payoﬂ'fs T'm already
profitable, so it’s going to be a really good month!

7-22

Thad a few wires to do. Then when I'had time n the afternoon I got another one off. Roger didn’t
tell me that one of the properties he bought, he sold over the weekend, so I wired and sent docs
just to ge the money back again. 1 had a bunch of payoffs nad a bunch of payments I got home
and worked until 1:30 trying to catch up.

7-23

Igotn here at 7, and worked until 5:30 then from 9 to 1 don’t know when I will quit. T funded 11
deals, T had three deals close, Bunger added 300k. I’ve got 11 more deals to do tomorrow T'm
not even started to catch up, it’s just trying to keep up with work. Cyler'backed out of a million
dollar deal, which 15 good, 1t was a weird one. I rather do these deals wz‘rh Rob than 1 with Cyler
on a funky house in Sedona. I had a lot of payments too P'm going to have a good month. T just
need more closing in now so that I can fund end of month. !

7-24

I funded all of ACV’s dealsl1 of them, 1.3 million plus a small on for AKS. I had two payoffs
and Carol McDowell added 100k. Thad just 1 payment! I’m all caught up on things now finally.
1had to work about 30 hours in three days 1o get there. Now I’'m gong to do end of month
tonight.

7-25

I stayed up until after midnight and got end of month done. It was a really slow day. I only got
one payoff in and a few payments. Eric said his 1 4 mil deal is supposed ot close Monday. If 1t
does I'll be home free. If 1t gets pushed, I'm fucked. I am totally caught up now, so that’s good.

7-26
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I saw all the withdrawls go out, so that’s done. I had funded one deal and lent 135k to mike
which he returned samem day to me. I had a ton of payments and then I had four payoffs which
was great, I've got enough to cover some deals Monday. Then Eric emailed me saying his 1.4
mil deal will close Monday, so I'll have enough money to cover the stack of deals Thave. I'll
have very little cash going forward because I have so few closes coming.

7-29

What a crazy ass day! I and everyone else was sweating waitng for me to receive my 1.5 million
wire from eric’s payoff I gotthat and six others, plus Kevin Potempa invested 500k today! So
now I'm cash rich! T was able to back fund everything on my desk. I have enough to cover
everything through Friday with some extra cash, I had some payments too, I think this will be
my most profitable month ever.

7-30

I only funded four deals. I had three payoffs, so now I'm sitting with at least 750k unrequested
cash right now. That is fine, it will go quickly. I've five or six deals to fund tomorrow t00. I
don’t have many payoffs coming either. T had a few payments. It was a relatively quiet day.

7-31

1 funded six deals, Thad two that closed, and only had two payments. I ended the month with
270k profit. I've got a few deals o do tomorrow, but I've got extra cash right now. I thought I
would be out. I had my 2* best month, it’s all because of the way the end of the month falls,
May I think was my best because 31 was on Friday. I told all my investors that I wouldn’t be
accepting new money from them after xmas. I had a few email me back, but not much back lash.

8-1

It was a quiet day, I funded three deals and returned 180k to Marlene Pearce, she bought a
property and needed her money back I had three payofis. T also have a 50k deposit, but I don’t’
know who from. I had just a few payments made. John will let me deposit another check for 4k
tomortow for some of his back payments. He’s pot one closing this month. So we’ll be down to
two of them.

8-2

I funded five deals, then I only had a 1 payoff and 1 partial payoff today, which is great. Ibad a
ton of payments made. I've got 1.2 million in cash, and ¥: of it out by Wednesday. I've got a guy
bugging me to finance a 1.7 million apartment complex I don’t want to do it though,

8-5

1 did my usual work over the weekend, an hour or so. Monday I funded one deal. Then the
payoff started rolling in. only one of them was planned, I'had five payoff from guys just cailing
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up and saying what's the number I'm paying you off. Plus I had a 58k pay down. So nowI've
got nearly 2 million in cash. I had a ton of payments over the weekend and today too. I met Alan
and his partner at a shitty 76 unit apartment/motel place they want to fix up. Which I know they
don’t they want to flip, I’m going to tell them no thanks. !

|

8-6 ;

I funded three deals and then a fourth later in the day. I had two payoffs na dfew payments. It
was a really quiet day. I emailed Alan and Nick first thing and said no thanks. I’'m sure I could
swing it but I know they aren’t long term for the deal. Miller stopped by and tells me a deal I
100% financed him on, i3 a non-livable and marketable title because of the what city did years
ago to the property. Three guys have bought 1t in the last vear, all found this out and then sold it
to next guy, miller now owns it and he’s not willing to be the snake those guys and sell it to
another sucker. We are going to go after the title insurance, it’s going to be a fight too.

B-7

1
T'had a good day, I three deals, I had five close. I had only a few payments. I've got a few deals
to do tomorrow Fve got a screwy deal to do next day or two, referral from Jake, where the buyer
1s out of town and hig cousin is the power of attorney. I’m doing my checking, I've got investors
wanting to give me more money because they read my email saying 12/31 is the last day I’ll take
money.

8-8

I funded four deals, I only had 2 payoff, and only had two payments. It was a really quiet day O
which 13 fine, since I'm feeling like crap. T've got a few to do tomorrow, but I'll have some

money for the weekend. Miller submitted his request for insurance claim on the house. He said

the local lawyer for Chicago title was helpful. We’ll see how long the process 1s.

89 |

I funded four deals and in only had one payoff, large one 280k. I thought was I was oing in the
weekend under a million, but I'm just over. It’s still a great amount is out nght now. T've gota
stack of deals to do Monday/teusday. John Janssen will catch me up in payments mon/tues also,
he’s Iate on ¥ dozen of them. I got some more money out of Molina too, he’s nearly caught up
on this refi he’s been working on for 6 months, I talked to john ray, he’s got one of the htree
houses closing next week, so I'll get more out of him. The people on McKinley will be moving
out next week too. Hopefully we can get that one ready to go on the market quickly. I’m sitting
pretty good right now

8-12 !
|

I'm glad Ididn’t commiton that 1.5 milion deal I would have missed out on good loans to my

best guys. T got as low as 600k today. I funded four deals and I had one payoff. I had lots of
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payments too My deals that were supposed to close today, got pushed to Wednesday So the
meeting I've got planned with Jenn will be ok.

8-13

Thad a super quiet day, I didn’t fund anything I had two payoffs and a few payments. Thad a
lots of requests for properties, so I'll put all the remaining money out and Fve got nothing
coming in this week. I hardly have any closes coming for the next two weeks. I'm going to have
to safe for interest payroll at the end of the month!

8-14

T emptied out my bank account, I funded six deals, which left me with less than 400k. IThad no
payoff and one payment. I'm cash pour for sure! I need something to come in to cover one deal
on my desk. It was a really quiet day

8-15

I funded one deal, I had one payoff for 40k F'm still needing a lot more money in. I've got a lot
of deals stacking up. 1 had a few payments. It was really quiet day. I had a funny call, Rodd

Newhouse wanting me to do a personal loan for an athelete that spent too much on a car, What a
damn jokel!

8-16

I had a smooth day! I was so worried, Mike was wanting to close on his 240k deal and I didn’t
have that much. He never called me.1 had three surprise payoffs for 350k, which gave me the
ability to fund mike’s and two more deals early next week. Then at the Mom’s mesting he said it
might not be until mid next week he needs it. so that cgave me some breathing room. I still need
1 3 million to close next week to cover what's on my desk. I hope ot have some surprise payoffs
nad Kirk called saying he’s going to give me some more money next week too, Mom’s meeting
was good, we had a really good tum out. I blabbed for a 30 mins and then we ate, lots of side
conversations and Steve Bunger came. It was a quiet afternoon. T had a few payments. Scotts’
payment was 85k!

8-19

T had one payoff, which was J and J, which was great, because then he paid up ali his past due
payments. [ had a ton of other payments too. I funded one deal The other deals are post poned, I
need a ton of money to comnle in this week.

8-20
1 got a big payoff today, one of John’s properties, 288k, which is great, leaves me with two. He

called me saymg he’s got possession of MeKinley too, we can sell that one and get it off the
books! I had a lot of payments and two other payoffs I've got nearly enough money to take care
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of everything on my desk and then start the back funding. Barry never called me back, he said he
might pay me off on 175k one and Kirk never made his invesmtnet deposit yet either. I’'m getting
beat up for funds, hopefully I can take care of most tomorrow.,

8-21

1 funded three deals, I had one close first thing, Then in convinced Batrry to pay off two deals so I
could fund the other deals. He’s rich in cash right now anyway, I'm saving him interest. Thad a
few payments come in too. John got possession of Mckinley, however, 1t’s barely valued at what
I’'m owed on the thing. He says he’s gong to get someone else to finance him out of the other
loan I have with him. That happens I'lt be thrilled.

8-22

I funded two deals and I had two payoffs. I've got more 1n so I can keep moving down the list.
had some payments in too. I'll be able to get out some more before the weekend, but Iknow I'll
have some payoffs. If I get enough 1, I can clear 1t all out on Monday.

8-23

I funded a few deals in the moming and then T had three surprise payoffs for 500k, plus a few I
was exepoting, so I back funded four more deals. Then I had tons of payments, Easy, Lili two
weeks worth, PG, a few others. Rveryone is paid up except John Ray. I've got enough cash to
cover my deals and start the week with a few bucks 1 the bank,

8-26 O

Thad two deals to fund. I had lots of payments. Out of the blue I had a request for 400k loan, I
said no way, then Tom said hehad 500k he could give me today, I took it, deal is going to be
funded tomorrow. I've got another 450k deal to fund on Fnday. I had several unexpected payoffs
today and I'm sure lofs coming in this week Lili needs money next week too.

8-27

Today was so quiet, I took a nap and watched a 2 hour show on SMU! I funded three deals, all
the interest payments went out. I had one payment. I might have two calls all day I've got two to
fund tomorrow and then I'm down to my last 200k. I'm sure I’m going to have a ton of cash in
my acct on Friday!

8-28

I funded two deals, I had two payoffs and I have demand coming out of my ears. I’'m able to do
the two tomorrow and still be able to cover these stragglers on my desk. I should have shit load
of payoffs in the next two days Ihad a few payments,

8-29
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I funded two deals and 1 had four deals close, so now I have enough money for everyting through
Monday. I still have million coming m tomorrow I think. 1 had a few payments too. 'm domg a
new borrower tomorrow, referred from Roger Thad 2 few other calls from potenhal browers but
theydidn’t go well. Now I'll just do the statements

8-30

I funded three deals, one pretty big for a new borrower, but came to me from Roger. 1 had a ton
of payments come in too, quite a few payoffs It was quiet on the phones, lots happening in the
bank account. I ended the month with a 287k my best month ever. I add m my interest on my
stuff. I made 10k a day I've got in enough monety to cover next weeks deals, plus I've gota lot
coming in.

8-31

Ireceived a 33k payment of interest on Saturday. T just stick it in September’s month, see how
the month end ups Sx condos I was gong to fund canceled, that was a 150k, and Lili who
wanted 650k tomorrow doesn’t want 1t for 2 week now So I funded a bunch of other deals. Thad
no payoffs and few payments, quiet day. I have a few more to fund tomorrow

9-4

I had a really busy day, I decided to empty my account since Lih moved her stuff out to Monday.
I funded five deals. Thad three deals closed. I miseed out on funding 2 more today and one
tmorrow because Erik didn’t tell me he cancelled his deal for tomorrow T was pissed! He just
dropped low down on the todem pole for funding. I’ve got a shit load of deals to close this week,
so I have to keep my cash low. I called the miller’s and they said everything is on track for
giving me the money on Monday Which I plan to use for Lik

9-5

I funded two deals, [ had one large deal payoff, so T've got finds for to more deals tomorrow.
I’'m expecting a shit load of cash in tomorrow so [ know I have Lilr’s deal covered. I talked to the
miller’s they expect to have 1 9 million to me Monday morning. I'm betting something will go
wrong. Which is fine, because 1 should have enough cash comung in. I had qurte a few payments.
John can’t sell that fucking McKinley property, so now I'm going to have to pay to fix it up and
sell 1t. T think he’s lying to me about his other property too Hopefully this guy Paul will refi him
and I'll be done wath John, ‘

9-6

I had a super busy day. I funded two deals, but 1 had sevenpayoffs for overa 2 million come in. 1
had a ton of payiments 100. I met wrth Dave fo find out the losses on the rentals and sales were
much bigger than he predicted, so I'm getting 80k in refunds from fed and state. Just pisses me
off so damn much! I met JTohn at the McKinley house, 1t needs 10k of work he’s going to fry to
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sell it this weekend at a lower price than he did this week. take 2 loss and he’ll owe me, great, I
want a debt with him. He still says Pual will pay me off on the other house I struggled to catch
up with all thepayoffs and payments today I've got over 2 millin 1n my account. Lili’s deal looks
like 1t’s going to postpone again! then this 500k deal from kyle may not get done, and I'm
supposed to have 1.9 million in from the Millers Monday. I’Hl be drowning 1 cash!

3-9

I funded two deals, and I had one payoff. Then the Miller’s miliion dollars came m. I had a lot of
payments made. Lili’s deal postponed again, a whole bunch of Shawn’s deals are geting moved
out. 'm drowing m cash. First time it’s been like that in months and months.

9-10

1 gave Minh some money on her Brooks property, and returned 20k to PK. Then I received in
920k from the miiler’s. just when I have cash, more come in! T had a few payments and [ had
three payoffs. I met Travis at the McKinley house, walked through 1t, waiting to see the price. It
better be under 10k. I've got just one deal to do tomorrow and only a few for the week. I didn’t
hear back from Lil1 today either.

9-11

1 funded one deal I'had one payoff Ihad justa few payments I’m sithng on four million in cash
now. I've got about 400k to get out tomorrow. No word from Lili. :

9-12

I funded four deals, 1 only had one payoff, thank goodness. Now Russ called and wants to give
me money tomorrow. Perfect for the weekend and I’'m drowning in cash! I had a few payments. [
went to lunch with Barry and Landon, they are concerned about the market, maybe I should be.
might have a deal or two to fund tomorrow we’ll see. I’ve not had this much cash in so long it’s
strange,

9-13

A quiet day I funded one deal. T recerved 800k from Dupper as an investment. [ had two payoffs
and lots of payments I've got a few deals to do on Monday But I'm over S mullion in cash now.
Hopefully 1t will be busy tomorrow I got a quote on mckinley, 20k, holly shit, that about killed
me. But what else am I going to do.

9-16
1 funded a couple of deals, not a lot of money I had only one payoff, so I got out more than T got

in. I'had a lot of payments made. It was real quiet day. I hate days when I have money and no
one1s calling,
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2-17

I funded four deals and 1 had no payoffs| I did receive in 150k from Phalen for his IRA. Thad
one payment today, so tomorrow should be big! I did all the renewals for the month. I'm glad
that is done. I got the Mom’s meeting planned. T'll do notes tomorrow for it,

9-18

T funded two deals and [ had one payoff, I had only a few payments. I was busy all morning
payoff requestes, recording docs and answering phone calls. By the aftermoon it was quiet. I got
another quote on the fixing McKinley. It’s acbu the same, I'm just going ot get it started to get it
off the fuckign books.

g-19

I funded two deals, then I got a surpise 900k worth of payoffs from Greg and MCM. PAJ has
extra money so they gave them 12% on their rentals and paid me off Just when I started making
a dent in this damn cash position! I'm up to 5 million. I might be able to get a million out
tomorrow. L had a few payments, but it was a quiet day. I've got 2 new guy to fix McKinley, 10k
more than I wanted to spend on the thing, but I’m going to sell it quick for top dollar.

9-20

I funded three deals this morning as well as wired 14k away to get the McKinley house started.
Then later in the morning, I got an email to wire 650k for Lili’s deal. I was glad to send that way.
I had three payoffs and tons of payments I'm breakeven right now. This has 1o be the earliest in
the month I’ve hit that number. I think I"1l only make 180k this month. Just the way the calendar
falls. T had the Mom’s meeting. We had low turn out and Steve Bunger brought one his friends.
He wants to give me a million dollars and 1 told steve no thanks. I have to stop the size of this
thing. I came back and worked on paperwork and payments m the afternoon.

9-23

I funded four deals, so I got cut 900k, then I got in 400k in payoffs. I had a few payments too. &
was a quiet day and I might have one to fund tomorrow. BEvery day I widdle down my cash, 1t’s
not fast enough.

9-24

T funded two deals, and I had three payoffs for a lot more money. Michael zones sent me 50k
more too. That’s on top of the 150k more I got yesterday from Phalen. I had a ton of payments.
Which was good several of them were past due. I don’t have much to fund the rest of the week
and I'm up to 4.3 million Tspent a lot of day doing renewals and going to staples.

9-25
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All the interest went out and I messed up one, pissed me off. I got way more money outthen I
had come in. only had 2 payments too I’ve got basically nothing left on my desk to fund.

9-26

I got more money out then I took in again. I doubt that will happen tomorrow I've got about
500k to send out, and I know I have payoffs coming in, it’s end of month. I had a few payments.
It was pretty quiet. I've got end of month done, just need to re-edit my newsletter and do the
statements.

9-27

1 fundedfour deals for 400k, then I received in 200k Erin Carrick, she’s my last investor! I had
three payoffs for 400kl I've got about 600k to go out Monday moming, but it’s end of month, so
I know I’ll have more payoffs. I had a ton of payments in I hst 200k in profits. I might get a little
more in Monday, butI won't hit the 250k I should, just because of the way the month fell.
October should be much better. But August was killer, so it all equals out in the end.

9-30

I sent out the end of month statements, even though jimmy hadn’t updated the newsletter 1had

two people say they read it. I funded 650k, but I got in about 600k back in, it could have been

much worse. Kevin requested 400k back, which is fine, I gladly gave that back to him. Jdidn’t

get much in the way of payments, so I made 208k this month. 20k more than I thought I would.

October so easily be above 250k. Thaven’t one deal to find fomorrow. Ibad several guys O
bidding on 1 million plus, 450k and never heard back.

10-1

I funded two deals and I had one deal payoff, same dollar amount. I've got a 220k deal to fund
tomorrow I've got one maybe two lined up for the rest of the week my desk hasn’t been this
empty in years! I had a few payments, some I odn’t know who they are yet. Miller thinks he’s
got the pinnacle peak property sold to another guy. John thinks he’ll have one of his properties
partially paid off this week. he’s been telling me that for two weeks. I talked to Scott Menaged,
he’s not going to sell V2 his properties off in December which is a relief Iis uncle wants to
invest 7 million with me, I turned him down. He told me that he’s talked to several lenders, they
are all drowning in cash, so I should feel ucky that I have only 2 million

10-2

I got in about the same as I sent out. I've got a few more deals stacked up, but nothing ot puta
dent in this pile of cash I have. I did get alot of payments in. 1t was a quiet day besides that.

10-3
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I'was pretty busy this moming and then the deals started to roll in. i funded one deal early, then
Charlie had one he wanted done, 285k same day, did that. Then I have about 900k more to fund
tomorrow. Maybe a few more if people get their shit together I had a few payments too. I've
used up 2/3™s of my 50k phone deposit already. I wish they would up it to somethmg that
makes practical sense. I know I'll have some closings, but if I get more out tomorrow then come
m it wili be a big win.

10-4

I sent out 900k, I only got back 1n 150k, it was a great day. I've got 600k lined up for Monday
T'll be under 1.5 in the bank. I had a ton of payments. I had one borrower, whom 1 always
thought as suspect, call and want to give back a property to me that he’s current on. He can’t
make the payment on one property, but it’s in escrow. I checked it out, it’s 1 block away from
John’s McKinley property. He's going to wait now until he gets to his due date or gets it m
escrow. I don’t need another one to babysit, but it 1s ready to list at least. McKinley is ¥ way
done, windows got put in today. Now flooring and counter tops and some bathroom tile we’ll be
ready to go.

10-7

I funded two deals and T had three payofl I’ve got two o three deals to fund tomorrow. I'li be
about even where 1 wys at this moming, 1 had a few payments. It was pretfy quiet This house on
Mckinley is geting expensive to do I hope we can sell it quickly.

10-8

I finally funded Roger’s 300k deal, I funded Cyler's 185k deal, however, I found outat4 pm he
wanted me to take to trustee. He never asked or said anythinga bout that, he thought he had. T
funded two other smaller ones. I have two bigger deals 400k and 500k deal for next week. I have
about 600k smaller ones between now and Friday. John Ray called and he said now he’s giogn to
pay me off on his Scottsdale one Fnday. It's been next Friday, Monday on and on for 2 months.
He’s going to owe me so much money and I don’t think he’ll ever pay me off Thad a few
payments today too. T had a few payoff requests too. I was pretty busy all day.

10-9

Tt was a library here today! I didn’t have any payoffs which is great, since I didn’t fund anythmg!
I had just a few payments. I picked up a few more deals to fund next week. Lili called saying
she’s paying me off on 900k next week. Barry wants to give me 500k next week too. I probably
won’t take it. Lali gave me a number of a guy to sell my 12 plex. If he can’t then she will buy it
for 800k. that’s a huge loss, but it will be gone. Here I am spending time on this damn mckinley
property, the fix up 1s nearly done, now the pool is taking time.

10-10
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It was a really quiet day, which is good since T had the boys home. I listed my 12 plex, this guy
talks a huge game, we’ll see 1f he can deliver. | bad one small payoff to which I'm going to fund
the same property to Shawn tomorrow. I funded one deal Thave a few to fund tomorrow Thada
ton of payoff requests. I could be drowning in cash next week again. IThonly had a few payments

10-11

I funded four deals,t hen the payoffs started to roll in. one of them was John’s woodridge
property. At least that’s in I didn’t collect a dime of interest, but at least I can put it the money to
work on something that will pay me. He’s going to owe me 35k in interest and who knows how
much on Mckinley. I had a lot of payments in today too. I've got a stack of deals to go back out,
but Monday 15 aholiday so they won’t go out until Tuesday. That leaves me with just 600k of
available cash. Which is the perfect number.

10-14

Banks were closed, I had a few payoff requests, one phone call, quiet day, which was great I've
got a lot lined up for tomorrow.

10-15

T funded five deals, and was down to just a few hundred k in my bank account. The ACV paid

me off on all 18 loans! Lili paid me off 915k too, or she’ll put the check in my account

tomorrow. I met John, wAde and the guy David up at McKiniey The house looked great, it was O
done really well. The pool will be done the next day or two and then the pool deck by the

weekend. Hopefully we’ll ses it quickly. I had a few payments in, but now I'm worried I'm

going to be on too much cash!

10-16

I funded two deals early in the mormung, then Chuck needed a 100k, then a 400k deal scheduled
for tomorrow needed it this afternoon. Then the buyer says he’s got a buyer for the property and
he’s gomng to close on Friday. That sucks. T've got 3 million in the bank, 1.8 of 1t available and
more 15 coming in this week. I had a lot of payments made today I've got somesmall ones o go
out tomorrow I just hope the payoffs quit coming in. Lili didn’t close on her 900k she was
threatening with so that makes me feel better

10-17

Iwired out funds for three deals and received nothing back, that’s a good day. I had a few
payments, I should have a busy day sending money out. Righ tnow I only have two confirmed,
but more should go. It was a busy paperwork day but quiet on the phones.

10-18

RECEIVER_000034



O

I was really busy all day today. Mostly with payoffs rolling 1n T had about 1.5 mullion! I funded
five deals, two of which were a surprise, but the afternoon, money just pourad m. T had a ton of
payments come in too. I got a contract on my 12 plex for $1,050,000 in one fucking day! I feel
like I should hold out for more and nother offer, but I'll take 1t and run. ft will be a nice nght off!

10-21

I funded two deals, and I had a ton of payments come in. I hahd three payoffs that were greater
than my funding. We had no activity on Mckinley the whole weekend Ican’t believe that!
Everything 15 done at the house now. I’ve got a few to do tomorrow, but my desk 1s getting
pretty thin now,

10-22

I funded four deals, I had no pavoffs thank goodness. I've got 800k to go out tomorrow, and now
I have very little scheduled to come in this week, except two big ones I had a few payments in. I
went to lunch with John Janssen, T used to do a ton of loans with him, but he’s changing his
plans, and it doesn’t sound like I'm in them, I'll have to get new borrowers. I can’t have 50% of
my portfolio with one guy, which is what T have right now nearly 1t’s just so slow. T wish 1
wouldn’t have taken Dupper’s money or the Milers. Marv called wanting to give me 800k more,
I told him to let me know and I’ll let him know if I need it.

10-23

1 funded 800k in deals today, then Thad 600k come back m. I had a lot of payments too. I've got
a few deals to fund the next few days and lots of money comung m. I just can’t get below 3
million in cash before it starts building up again. we only have a few people coming to the
MOM’s meeting 100,

1024

1 funded one deal and L had one payoff, so I'm up 80k out. I had a few payoffs. I started the day
with a call from Brendan that there was a water leak at morten. The day we are having the
mspection. It ended up being the city break, just destroyed mylandscaping at that end of the
property The inspection went well They only couldn’t get in to one umit There were three
known 1ssues all of which could be taken care of 1n hour if they tenant would coordmate with
Brendan. Hopefully alt goes smoothly and close up in a few weeks T've got a few deals to fund
tomorrow and a few more lined up for next week. P’'m still over 3 milhion in cash

10-25

I shot out 200k first thing and only received back 50k for the day. T had a ton of pavments as per
norm. I had my mom’s meeting. We only had about 12 say they were comung and then 19
showed up so that was good I met a new borrower of mune that Roger brought to me I did’nt get
much work done after I got back. But I have very little set up for next week. L have all the
payments set up for Monday, so that’s dene.
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10-28

I funded two deals and I had three payoif. I got in a lot more cash then I sent out. I had a lot of
payments though. Lili is talking about a 1.7 million deal I could fund that in a heart beat. T got

some requests for another 600k loans for end of menth. The borrower is someone that is a
wholesaler, so I'll have to watch that closely

10-29

I funded two deals, then the payoff started rolling in, 1.5 million came in today! I did get a new
deal to fund for 400k, and Scott needs 460k tomorrow so I'll get out 2 million by Friday. Roger
coming by, he’s broke. He doesn’t” have money to pay me interest. So the cnes that are in
escrow Il let him slide, he’ll partial pay tomorrow and then as the closmg come I'll get paid
through escrow. Things are really changing quickly I feel like I'm ok I've had two of my bigger
broowers pay me off with cheaper money. Lili still says she’ll need 1 7, so that will help I just
can’t get all the cash deployed. I had a few payments in.

10-30

L had a surprisingly good day I gotout 1.2 million and only had 440k come . I've got another
700k to go out tomorrow, with a possibility of more. Thad tthee payemtns come in. we ‘ve got
the last inspection of the unit#5 for tomomrow, hopefully that will go smoothly. T had to have
john Collms go and pick the lock to let the inspector in. I still have nearly 4 million available, I
didn’t hear from Lili esther.

10-31

I funded 1.2 million today, I only received in 275k, so that’s a good day. I hardly got any
payments. I still made 242k million for the month. The buyer of Morten now wants a 10k drop in
price because he has to fix the fence, and few other things, I don’t care. He says he’s going to
close on the 7°. I sure hope it comes true. The brokers said they’ve been talking him m to it
which doesn’t leave me feeling good. I made 242k this month.

11-1

I'was pretty busy in the morning. I funded 500k and sent Coralee back 120k I didn’t have any
payoffs! Which is great, I've got some new deals for next week. Lili called asking about 1.7
million agam next week. I’ll be able to barely do it now. But I'm sure I'll have more payoffs
come in next week. I had my typical Friday payments.

114
I funded two deals and no payoffs, but I've got a lot coming in tomorrow. I had a lot of payments
too. It was fairly quiet. It looks like 12 plex is cloing this week. I wish they would send me the

docs. I don’t have a lot on my deks for this week. lili called to make sure I had 1.7 million. T1
gladly put that to work.
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11-5

I funded one deal and I had three payoffs. I've got two more to fund tomorrow and picked up a
few deals to fund this week Ihad a lot of payments 1n again today. Josh wants me to fund this
guy 1o buy one of his houses that seems to be a bit clueless, but I'm in at a cheap LTV. Barry
called me, he going to start being a lender now. I love it! Grass is always greener!

11-6

What a quiet day, I funded two deals. I had one payoff, it was only for 35k. T had one payment. I
do have 850k deal lined up for next week with Justin and Christmas sent me three deals to do,
one this week, two next week. I signed all the paperwork for the 12 plex to close tomorrow It
was so quiet this afternoon, I went 1n the family room and watched tv after the boys left.

11-7

1 got my wire on Morten! I no longer am I landlord! Itook a 525k hit today, probably closer to
700k after depreciation, with SO0k lost interest income over the 5 yrs I owned it. 1t”s gone now! I
funded one deal today and I had three others payoff. I had a few payments. I've got one deal to
fund tomorrow and few next week lined up No one is going to call me about their dishwasher or
tub this weekend!

11-8

I funded one deal and I had 800k come in. then over the weekend Lili paid me off another 750k.
Ihad a ton of payments come in as usual. It was pretty busy lining up deals for next week too.
Which I need, since I have 4 million dollars in my acct!

11-12

Veteros day was vesterday so today was very busy. I didn’t have any payoffs which was great. T
funded three deals and I had a ton of payments made. I've got 1.3 muillion planred for tomorrow.
I was doing payoffs all day, so I know more money is coming in too.

11-13

It was a super busy day. I wired out 1.3 million first thing this morning. then I went to breakfast
with Brian Cousins. A guy from Biltmore bank. He’s got a program for hard money lenders. 1
looked through it tonight, what a nightmare of paperwork and requirements. I'd never do it 1
came home and wired out another 300k and then left for lunch with Barry and Landon. They
drowning in cash, can’t find deals, and want to get in my business now. After getting the kids
straightened out, T worked for 5 hours gettmg paperwork done. I only had one payoff for 40k, so
1t was a good day 1had a few payments too 20k worth or so.

11-14
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I funded two deals, I had two payoffs. But I have a 500k deal to go out tomorrow. Lili called and
wants 1.6 million or more next week. With all thatI have on my desk, 1t will be cutting it close,
but I know I’ll have some payoffs come in. I had a few paymtns too. Ihad a few calls and emails,
but nothing new other than the 500k deal for tomorrow,

11-15

I funded one 550k deal and then I had 500k come back in, which is fine, because I have on my
desk 2.6 million1 Pm supposed to fund next week. I had hardly any payments come in, I’'m sure
they'll come in Saturday. Marv called wanting to give me 800k, so Ttold him I might take it in
10 days.

11-18

I had a pretty busy day. I funded four deals. Then I had three payoffs I had lots of payments too.
I had a few payoff requests. I'll get some more money out fomorrow, no word from Lili, T have a
few more deals planned for this week, so with the payoffs, if Lili’s deal comes through I'll be
tapped cut. Kevin has some guys he wants to bring to the MOM’s meeting. One I'm glad to hear,
the other is tallking about oil investments, I think are bunk, but we’ll give the guy a room.

11-19

I funded five deals, I had two payoff, Y had a few payments Messed with Blue Water deal on
Marshall. I have lots of deals stacking up which is good, I’'m getting close to maxing my cash. If
lili shows up with her deal, it could be stretch. It’s finally nice to be in that way. O

11-20

[ funded two loans, T had no payoffs, so that was good, 15k 1n payments. I've got two deals for
tomorrow Italked to lili, she went on and on, there is a title 1ssue. It may not even happen
Bunger wanfs to give me more money and Laurie wants to take some out. Marv will be wanting
to give me more too. I'll have to put Lili’s money to work before I even think about taking on
meore.

11-21

I funded two deals first thing in the morning, Brian O’Connor bought one for tomomow, but he’s
not sure the bank would release the wire, so I wired him his money this aftemnoon Ihad 20k of
payments come in too. I've got two to fund tomorrow, and I have shit load coming in on payoffs
most hikely I need some ofit, if Lili"s deal ever comes through.

11-22
I fimded two more deals and then the payoff started to roll in [ had 1.4 million come in. 600k on

one deal that was supposed to close last week. I've got oever 3 million now. I had an investor
call yesterday, Kirk 80k and today Herb Cohen 100k I tumed down both of them. Bunger wants

RECEIVER_0C0038



O

to give me more and of course T have marv ready to give me 800k more. T had a ton of payments
today. I have two that I'm looking for I didn’t get. 1 only have cne deal for Monday and maybe
three or four more.

1125

I funded one deal, Thad two payoffs. I had a lot payments. I talked to Scott he talked to Greg.
Greg was just what I thought he would be, “nope not going to do a thing!” so now scott is going
to talk to his partner whom is the money behind the deals. He kept reassuring me he’ll get it all
straightened out. Then he texted me satd his check will bounce because he wanted o make sure
that a check he gave to Greg would bounce. This is really giving me a bad feeling. We'll talk
again tomorrow.

11-26

I funded one small deal and I had one deal payoff. 1 had a lot of payments. I've got nothing on
tap really for the rest of the week. I went to meet with Stan and his son in law, investors for a late
breakfast. I talked to them for about 2 hours. I'm mesting with Scott tomorrow to find out what
this whole things is really all about I'm very concerned.

11-27

I funded ane deal 1 had aseveal payoffs, mostly from people that have cash and don’t want to pay
interest over the 4 day heliday, so I took in a million. I had a lot of payments. Scott came to meet
with me. It’s way worse than I thought He sat here for 2 hours telling me how his wife has
cancer, he turned the day to day operations of running his company over to a cousin. His cousin
double liened all the properties and then lost all the money 1n vegas. He's upside down about 8.7
million Of which nearly all of it is on myproperties that I believed I was in first position. I was
sitting here shaking and nearly throwing up the entire time. his solution is for me to lend him
more money to make money to payoff Greg’s liens. I’ve been rattling my brain trying to figure
out how in the world we can do this. I’m sick to my stomach. Everything I’ve worked for 14
years is about to be flushed away

11-28

T had no phone calls, but lots of emails, I had two payoffs and several payments Isent out the
statements. I got an email from scott with the spreadsheet listing the properties with double liens
against them It makes me sick to my stomach. Scott and I exchanged some emails, we’ll meet
Monday. I’ve got some 1deas but I need some answers t00. I saw that the last few loans I did just
2 weeks ago have two loans on them. He told me he discovered it a month ago. The forging of
his name is on all the docs going back 10 2011 I'm so unseitled about this I’'m not sure if I can
trust him,

12-2
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I funded one deal, I had two payoffs, lots of payments. I met with Scott for another 3 hours. I
told him he needs to come up with a m:lhon from daddy. He needs to concentrate on flips. We
will not work off of the worst property but the the ones that can be sold that produce the most
cash. He’s got some work to do on his side. I don’t have ancther plan to get out of this. I've gota
stack of deals on my desk, but I've got 4 nullion in the bank,

123

I over funded a deal for scott that we can start our quest in knocking this stuff back. He’s got 6 or
more that are owned for cash, 3 of which he can sell now. Plus he’s got a short sale with nearly
100k profit in it. T keep pushing him to get some cash from daddy tco. I had a ton of payments in
today and only one payoff.

12-4

I funded three deals today One of them was for Scott to flip, he’s got two more for tomorrow
With these three there are probably 100k of profit, but it’s just too Iittle, I think I’'m going to
have give him a 1 muillion for free just to knock down some stuff and get things going 1 the right
direction quickly I'had a few payments. |t was pretty quiet day. the highlight was metting with
Dave and finding out I have a 500k IRS bill.

12-5

1 funded two deals for scott and I had four payoffs 1 talked to Roger, he wants me to give i on

his interest because he’s losing money as these close. Ya right, when you were making money O
you wouldn’t share in your profits. He’s not having to come out of pocket on ¢losings, so I figure

I can get whole with him, mostly this month. T had a few payments not much. It was quiet today.

Ive got two deals to fund tomorrow. 1 taiked to scott. He can’t get money from daddy, so I'm

going to have to bank roll this whole solution I fucking hate it but what else am I going to do?

12-6

I funded one deal for Miiler, the others got postponed. [ talked to scott more. I gave him my
offer, 1 mullion at 3%, defer all interest, based on domng my math, I think we can knock out % the
8 mullion by april, if he throws some cash in plus the rent payments I think we can make the rest
by end of the year I’'m going ot control things though. I don’t trust anyone. 1 had a few payments
but not any big ones!

12-9

I funded one deal, I had quite a few payments. I talked to a guy that I might fund four small
condo deals for him, or give nm cash out really. My LTV will be low that if he blows it I can
seli them no problem. I'had one small payoff for PG, T should get two more tomorrow I heard

back from scott, he’s in agreement with my plan, now he has to execute.

12-10
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I funded two deals and oaly had one close which was just S0k. I've got a faw more to fund now,
I’m slowing getting the funds cut, but I've got stacks of deals that are going to close before

xmas. I had a few payments too. Scott’s going to close on two this week, clear up 300k of the
debt.

12-11

I funded two deals for scott then John Filipian had a deal for me, I got itall together and funded,
then he couln’t get the SWD signed by his wafe. I had a few payments, not much. It was pretty
quiet I've got more people calling me wanting to give me money I tumed down another two
people today.

12-12

I funded one deal for Scott. I have another several deals lined up from new people and a few old
ones. One guy I used to do a ton of deals with called and wants a million Monday, but I'm never
sure 1f he’ll come through or not, T had a few payments, not much though.

12-13

1had one deal to fund, then I had to send in 90k to Scott to close one of the deals he was selling.
1 didn’t think T would have to start so soon, but whatever it takes to get this shit cleared up. I had
a lot of payments but PG didn’t make theirs. We had our mom’s meeting, Kevin brought in a guy
that gave a spiel about o1l and gas investments, it last an hous, so I talked for 15 mins and that
was it. Miller was pissed, but he doesn’t like anything. One of the guys is a radio dude, he asked
me to go on their with him, I said no way!

12-16

I had a super busy day, I wired away three deals first thing, after I got back from the boys school
function, I wired another one I had three payoffs, lots of payments, Ryan Robson needed 400k
on four deals, so I did those. I got out 1.1 million this moming, I've got a lot of deals starting to
stack up on me now, but I've got a lot of deals closing too. I talked to scott he sold some i NY
and has 1.2 million coming in Jan, that wall be a huge help. ITe’s also headed to Isreal tonight so
chs’ hoping to come back with money too

12-17

I funded three deals and I had no payoffs. I had quite a few payments. I was busymg liningup a
few new deals for this week and next. I’m finally getting all my cash out. I may even take in
some money before the year is out. I'm still going to wait to see what comes in, if I don’t get
some payoffs tomorrow, I'll need some money by Friday.

12-18
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1 funded three more for scott, I'm going to be 30 mill in to him before he starts pounding down
the total. 1 had three payoffs. I had a lot of payments too. I've got 6-8 deals to fund the next few
days, but 1t’s only about 800k. I told Kirk I"d take his 80k, I'Hl probably call in a few more
dollars to make sure ’'m good with funds. I’m basically down to 140k of now. I know I have
payoffs coming, just not sure how many will close. I'm getting a house back, Gary can’t make
his payment. I find out. He didn’t fix it up He ran out of money, rented it and now I get it back. I
have to kick them out and fix 1t up. He’s liying sack of shit.

12-19

I funded nine deals today. I lined a few more to do next week. I called in some money from a
few investors that requested to place some with me. Two of them deposited today, Kuk and
Brian Odenthal I'll get 500k from Bunger tomorrow. Just when 2 weeks ago I was going to
return a few million to people. I've got quite a few deals to fund, I"ve got to make payroll, I've
got some money to return to the Miller's before year end. I had a few payments too. Bennett
never came by, he’s gong to come by tomorrow. I like the deals I'm doing rightnow SoI'm
setting myself up for a good January. Ijust need Scott to be able to return and perform to what
we think he can do,

12-20

I was super busy again today. I funded five more deals. I had three deals payoff. Not nearly as

much as ] thought I had Steve Bunger grve me 500k I ended not needing it. I talked to Ryan

later in the day, he’s probably gomg to pay me back nearly all that I've lent him this last week.

50 I'll have mote money than I needed, but I was running so low, that I didn’t’” have enough to O
cover payroll. I know I've got payoffs coming next week, but just not sure how much. It’s better

to error on the side of conservatity Dee McCall has a 500k deal for Monday all of a sudden, that

will help me!

1222

I worked all day long. I did end of month, quarter and year. Paid taxes, set up monthly, quarterly
payments, emailed photos of the houses off. I wrote the first draft of the newsletter.

12-23

I was busy again this mommg, I started at 6:30. ] funded nine deals, 4 of which I had no idea,
short notice by Chris. I had three payoffs and lots of payments Bamry needs 300k, so between
that and a few more, I might need to bring in cash from Bunger. We’ll see what closes tomorrow.
12-24

I didin’t fund anything, but I had two more payoffs. I have enough now to cover everything

between now and the end of the year. I'm sure I'll get more payoffs thrusday Friday. I had quite
a few payments come in too.
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12-26

I-was really busy today. I funded three deals, Thad only one payoff Ithought I was going to
have al ot more. Though I'm sure tomorrow I will. I had a few payments. I was busy domng
recordings and releage today.

12-27

It was a really busy day and I didn’t spend an hour in the office during business hours. 1 wired
off three deals this morning. T had a ton of payments and then the payoffs started to come. I had
three for over 800k, which is kind of good, I needed it all next week. though I know Ryan is
going to pay me off on a million next week as well. I can’t get this damn guy to do what I want
in terms of kicking some people out of a house so it’s going to get drageed out I'm sure. I've got
end of month all done, T just have to do the statements, I'll do it tomorrow be done with it before
1 leave.

12-30

1 funded three deals. Thad three payoff I had a few payments too. LThad a lot of requests for
payoffs and I have just enough money to cover what’s on my desk. Hopefully not much closes
this week Mark Wentg called wanting to give me 50k I put him on the list.

12-31

I wired funds off for two deals and I was done. Then all day long I had phone calls and emails
for deals, payoffs. Then Scott calls me, tells me this meeting with Dan on Monday is for four
lenders that bought the paper, they think they are 1n first position, I'm positions are invalid and
they want to foreclose on everything, This could be a nightmare. Scott and I will talk again
tomorrow or thrusday or some point to figure this night mare out! I worked until 11:30 catching
up on everything. What looked like was going to be a super profitable year, has turned out to be
what could be the collapse of my entire 14 years of work and my entire networth. T'm just not
prepared to watch it go away. I think we can work our way out of this mghtmare if we just have
everyone playing on the same side. I sure the hell hope so.
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Message

From: Beauchamp, David G. [fO=CLARKHILL/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=DBEAUCHAMP]

Sent: 9/12/2013 11:21:45 AM

To: Denny Chittick [dcmoney@yahoo.com]

BCC: Beauchamp, David G. [dbeauchamp@cdarkhill.com]

Subject: RE: DenSco Investment flles

Denny:

There should not be a cost associated with transferring your files. However, to be safe, we should just do the following:

AZ Practice Review {contains previous research);
Blue Sky issues

Gamishments

General Corporate

2011 and 2013 Private Offering

Please tell them that if there is any transfer cost, to contact me and | will pay it.
Best, David

David G. Beauchamp

Crarg HiLL PLC
450.684.1126 (direct) | 480.684.1185 (fax) | 602.319.5602 (cell)

From: Denny Chittick [mailto:dcmoney@yahoo.com]
Sent: Thursday, September 12, 2013 11:11 AM

To: Beauchamp, David G.

Subject: Re: DenSco Investment files

i'm not seeing the need to send 2007, 2009, etc.

this is going to cost me a lot of money undoubtedly. 1 only want
to pay for what i need to pay for. 1 sent you the list of docs
they detialed, tell me what you need.

dc

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532~-7737 £
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From: "Beauchamp, David G." <DBeauchamp@ClarkHill.com>

To: Denny Chittick <dcmoney@yahoo.cony>

Sent: Wednesday, September 11, 2013 7:51 PM

Subject: RE: DenSco Investment files O

Denny:

I have not received any files from Bryan Cave yet, so | am at a little disadvantage as to what will automatically be sent by
them.

At a minimum, please ask for all of the hard copy files and the electronic copies of all DenSco documents that are on the
Bryan Cave system. Please also ask for all emails concerning DenSco and the recent research for the current offering,
including the emails and directions from other Bryan Cave offices.

Thanks, David

David G. Beauchamp

CLARK HILLPLC
480.684.1126 (direct) | 480.684.1166 (fax} | 602.319.5602 {celf}

From: Beauchamp, David G.

Sent: Wednesday, September 11, 2013 4:14 PM
To: Denny Chittick

Subject: RE: DenSco Investment files

Denny: O
Sorry for the misunderstanding. 1 wili come up with a list and get back to you.
Best regards, David

David G. Beauchamp

CLARK HiLl PLC
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 {celf}

From: Denny Chittick [mailto:dcmoney@yahoo.com]
Sent: Wednesday, September 11, 2013 4:07 PM

To: Beauchamp, David G.

Subject: Re: DenSco Investment files

Yes, i was waiting for you to email and find out which docs you wanted?
i've attached the letter.

thx

dec

O
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DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 f

From: "Beauchamp, David G." <DBeauchamp@ClarkHill.com>

To: *Denny 1. Chittick (demoney@yahoo.com)” <demoney@yahoo.coms>
Sent: Wednesday, Septernber 11, 2013 3:52 PM

Subject: DenSco Investment files

Denny:

Have you received your letter to transfer your files from Bryan Cave? | have not seen anything yet and | was just
wondering what happened.

If you have any questions, please call me.
Best regards, David

David G. Beauchamp

CLARK HiLL PLC

14850 N Scottsdale Rd | Suite 500 | Scottsdale, Arlzona 85254
480.684.1126 (direct) | 480.684.1166 (fax} | 602.319.5602 {cell)
dbeauchamp{@¢larkhill.com | wwnw.clarkhill.eom

LEGAL NOTICE: This e-mail is for the exclusive use of the intended recipient(s), and may contain privileged and confidential
information. If you are not an intended recipient, please notify the sender, delete the e-mail fram your computer and do not copy or
disclose it to anyone else. Your receipt of this message is not intended to waive any applicable privilege. Neither this e-mail nor any
attachment(s} establish an attorney-client relationship, constitute an electronic signature or provide consent to contract
electronically, unless expressly so stated by a Clark Hill attorney in the body of this e-maii or an attachment.

FEDERAL TAX ADVICE DISCLAIMER: Under U. 5. Treasury Regulations, we are informing you that, to the extent this message includes
any federal tax advice, this message is not intended or written by the sender to be used, and cannot be used, for the purpuse of
avoiding federal tax penalties.

LEGAL NOTICE: This e-mail is for the exclusive use of the intended recipient(s), and may contain privileged and
confidential information. If you are not an intended recipient, please notify the sender, delete the e-mati from your
computer and do not copy or disclose it to anyone else. Your receipt of this message is not intended to waive any
applicable privilege. Neither this e-mail nor any attachment(s) establish an attomey-client relationship, constitute an
electronic signature or provide consent to contract electrenically, unless expressly so stated by a Clark Hill attorney in the
body of this e-mail or an attachment.

FEDERAL TAX ADVICE DISCLAIMER: Under U. S. Treasury Regulations, we are informing you that, to the extent this
message includes any federal tax advice, this message is not intended or written by the sender to be used, and cannot be
used, for the purpose of avoiding federal tax penalties.
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Message

From: Beauchamp, David G. [/O=CLARKHILL/QU=EXCHANGE ADMINISTRATIVE GROUP Koty 8 oo t—
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=DBEAUCHAMP] ! OR 50178

Sent: 9/12/2013 4:42:24 PM

To: Denny l. Chittick (demoney@yahoo.com) [demoney@yzhoo.com]

Subject: DenSco Investment Corporation Engagement Letter

Attachments: 3046_001.pdf

Denny:

Attached is the new engagement letter from Clark Hill. Please note the lower hourly rates as well as the fact that Clark
Hill waived a new retainer due to your previous refationship with me at Bryan Cave.

Please contact me if you have any guestions.
Best regards, David

David G. Beauchamp

CLARK HILL PIC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 {direct) } 480.684.1166 (Tax) | 602.319.5602 (cell}
dbeauchamp@ularkhili.com | wavw.clarkhiil.com

This electronic maii message contains information which is {a) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and {b) intended only for the use of the addressee named

herein. If you are not the addresses, or the person responsible for delivering this to the addressee, you are hereby
notified that reading, copying, or distributing this message is prohibited. If you have received this message in error,
please contact us immediately at the telephone number shown above and take immediate steps to delete the message
completely from your computer system. Thank you.

IRS Circular 230 Disclosure: To ensure compliance with the requirements imposed by the IRS, we inform you that any
U.5. federal tax advice contzined in this communication (including any attachments) is not intended for or written to be
used, and cannot be used, for the purpose of {a) avoiding any penalties under the Internal Revenue Code or (b}
promoting, marketing, or recommending to another party any transaction or matter addressed herein.

CH_0000803



CLARK HILL

Clark Hili PLC
14850 M. Scotisdale Road
Sulte 500

David Beauchamp Scottsdale, AZ 85254
T:480.684.1126 T 480:684.1100
F:480.-684.1199 P 480£847158
dbeavshamp@Clarkhill.com -
ctarkhiil.com
September 12, 2013
Via E-Mail and US Mail

{dcmoney(@yahoo.com)

Denny J. Chittick

DenSco Investment Corporation
6132 W. Victoria Place
Chandier, AZ 85226

Re: Representation of DenSco Investment Corporatien

Dear Denny:

Thank you for this oppertunity to continue to work with you and DenSco Investment
Corporation. This letter serves to record the terms of our engagement to represent DenSco
Investment Corporation (the “Client™), with regard to the legal matters transferred to Clark Hill
PLC from Bryan Cave, LLP. We agree that the scope of our services in these matters is to
provide legal services required for these transferred files as such services may be requested by
you. We are prepared to provide services beyond this scope after consultation and mutual
agreement.

Our fees in this matter are based on hours spent by lawyers and other professionals
necessary to produce the work product. Qur minimum billing increment is .1 hour. At this time,
our lawyer billing rates range from $180 to $650 an hour, and legal assistant rates range from
$80 to $195 per hour. These rates may be adjusted periodically to reflect the experience and
expertise of our professionals. 1 will be the principal attorney contact in your matters, unless we
otherwise agree. My hourly rate is $440.00. We will transmit our billing on a monthly basis to
you.

This letter is supplemented by our Standard Terms of Engagement for Legal Services,
attached, which are incorporated in this letter and apply to this matter and the other matter(s) for
which you engage us. If you agree that this letter provides acceptable terms for our engagement
in these matters, please sign and return a copy to me.

We look forward to continuing to work with you.

O

o
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DenSco Investment Corporation
Septeraber 12, 2013
Page-2-

Sincerely,

CLARK HILL PLC

Enclosure

DenSco Investment Corporation accepts, and agrees to be bound by, the foregoing.

DenSco Investment Corporation

By;
Its

AT A e

o mha
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STANDARD TERMS OF ENGAGEMENT
FOR LEGAL SERVICES

This statement provides the standard terms of our engagement as your lawyers. Unless
modified in writing by mutual agreement, these terms will be an integral part of our agreement
with you, Therefore, we ask that you review this statement carefully and contact us promptly if
you have any questions.

GENERAL RIGHTS AND RESPONSIBILITIES OF CLIENTS OF THE FIRM

A client of the firm has the right to: (A) expect competent representation by the firm; (B)
determine the purposes to be served by the legal representation, so long as those pusposes are
legal and do not violate the firm’s obligation to the profession or to the judiciary; (C) be kept
reasonably informed about the status of the matter and have the firm respond promptly to
reasonable requests for information; and (D) terminate the representation at any time, with or
without cause, subject to the obligation for payment of legal services provided and costs incurred
by the firm.

A client of the firm has the responsibility to: (A) obey all orders issued by a court or other
tribunal concerning your matter; (B) be candid and truthful with the firm and the court or other
tribunal; and (C) pay the firm as provided by this agreement and any other agreements regarding
payment for legal services and expenses. A client may not: (A) demand that the firm use
offensive tactics or treat anyone involved in the legal process with anything but courtesy and
consideration; (B) demand any assistance which violates the Rules of Professional Conduct; or
(C) pursue or insist upon a course of action which the firm reasonably believes to be illegal,
fraudulent, offensive or unwise. The firm may terminate this agreement for reasons permitted
under the Rules of Professional Conduet.

OBLIGATIONS OF ALAWYER

All lawyers are required to observe and uphold the law, including applicable court rules;
and are governed by Rules of Professional Conduct that pertain to our relationship with a client,
with third persons, other professionals and the courts, All of these laws and rules apply to our
representation of you, and we welcome your inquiry about them.

‘WHOM WE REPRESENT

The person or entity whom we represent is the person or entity identified in our
engagement letter and does not include any affiliates or related parties of such person or entity,
such as parent companies, subsidiaries, sibling entities, and/or other affiliates; or employees,
officers, directors, shareholders of a corporation, pariners of a partnership, merabers of an
association or limited liability company, and/or other constituents of a named client unless our
engagement letter expressly provides otherwise

THE SCOPE OF OUR WORK

You should have a clear understanding of the legal services we will provide. Any
questions that you have should be dealt with promptly.

O.
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We will at all times act on your behalf fo the best of our ability. Any expressions on our
part conceming the outcome of your legal matters are expressions of our best professional
judgment, but are not guarantees. Such opinions are necessarily limited by our knowledge of the
facts and are based on the state of the law at the time they are expressed. Your obligation to pay
our fees as provided in this letter is not in any way contingent upon a result or resulis in the
matter.

Our attomney-client relationship will be considered ended upon the earliest of (a) our
completion of services in the matter(s) for which you have engaged us, (b) notification by you to
ug that you desire to terminate such services, or (¢} notification by the firm of termination of our
attorney-client relationship.

WHO WILL PROVIDE THE LEGAL SERVICES

Customarily, each client of the firm is served by a principal attorney contact. The
principal attorney should be someone in whom you have confidence and with whom you enjoy
working. You are free to request a change of principal attorney at any time. Subject to the
supervisory role of the principal attorney, your work or parts of it may be performed by other
lawyers and legal assistants in the firm. Such delegation may be for the purpose of involving
lawyers or legal assistants with special expertise in a given area or for the purpose of providing
services on an efficient and timely basis.

PRESERVATION OF EVIDENCE AND COMMUNICATION PROTOCOL IN LITIGATED MATTERS

All evidence of any nature that is arguably relevant to this matter, including but not
limited to documents (whether hard copy or electronic) and other physical evidence, must be
preserved. Moreover, scheduled routine destruction of anty stored records (whether hard copy or
electronic) must be suspended immediately until after this matter is concluded. Failure to do so
may result in sanctions by a court or tribunal.

In order to preserve the attorney-client privilege that attaches to our communications, it is
important that all future oral communications ebout this matter occur only in the presence of a
Clark Hill attorney. Further, all written communications about the matter should be directed to a
Clark Hill attorney. You recognize that, while convenient and sometimes necessary,
communications transmitted by internet, mobile and other electronic means may not be entirely
secure. Therefore, in communicating by such means you accept the risks that such
communications may not be protected by the attomey-client privilege, and we agree that no party
will be liable for any loss, damage, expense, harm or inconvenience resulting from the loss,
delay, interception, corruption, or alteration of any such communications due to any reason
beyond that party’s reasonable control.,

How FeEs WILL BE SET

Unless our engagement letter provides otherwise, our fees will be charged on an hourly
basis, i.e., time expended multiplied by the houtly rates of our lawyers and other professionals.
Among the factors we consider in determining the staffing of the matter and the hourly rates
charged are:
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. The novelty and complexity of the issues presented, and the skill required to
perform the legal services;

. The fees customarily charged in the community for similar services and the value

of the services to you;
. The amount of money or value of property involved;
» The time constraints imposed by you as our client and other circumstances, such

as an emergency closing, the need for injunctive relief from court, or substantial
disruption of other office business;

. The experience, reputation and expertise of the lawyers performing the services.

We will keep accurate records of the time we devote to your work, including conferences
(both in person and over the telephone), negotiations, factual and legal research and analysis,
document preparation and revision, travel on your behalf, and other related matters. We record
our time in tenths of an hour.

The hourly rates of our lawyers are adjusted periodically to reflect current levels of legal
experience, changes in overhead costs and other factors.

We are often requested to estimate the amount of fees and costs likely to be incurred in
connection with a particular matter. Whenever possible we will respond to your request by
furnishing an estimate based upon our professional judgment, but always with a clear
understanding that it is not a maxirmum or fixed fee quotation. The ultimate cost frequently is
more or less than the amount estimated.

RETAINER ANDP TRUST DEPOSITS

Clients of the firm are commonly asked to deposit a retainer with a firm. Unless
otherwise agreed, the retainer deposit will be credited toward your unpaid invoices, if any, at the
conclusion of services. While the retainer is on deposit, you grant us a security interest in such
funds. At the conclusion of our legal representation or at such time as the deposit is unnecessary
or is appropriately reduced, the remaining balance or an appropriate part of it will be returned to
you

Deposits which are received to cover specific items will be disbursed as provided in our
agreement with you, and you will be notified from fime to time of the amounis applied or
withdrawn, Any amount remaining after disbursement will be returned to you,

All trust deposits we receive from you will be placed in a trust account for your benefit.
Your deposit will be placed in a pooled account unless you request a segregated account. By
law, interest earned on the pooled account is payable fo a charitable foundation, Interest earned
on a segregated trust account will be added to the deposit for your benefit and will be includable
in your taxable income.

o]

O
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EXPENSES

We frequently incur and/or pay on behalf of our clients a variety of expenses arising in
connection with legal services. These expenses include charges made by courts, other
government agencies, and service vendors. You authorize us to incur such charges on your
behalf, and agree to reimburse the firm to the extent we pay these charges on your behalf. You
also authorize us to incur on your behalf expenses incidental to the representation, including but
not limited to deposition and transcript costs; witness fees; travel expenses; charges of cutside
experts and consultants; and other legal counsel fees, You agree that you will be solely
responsible for such expenses and that the firm will not be responsible for such expenses. We
will usually advance expenses up to $100, and require that our clients directly pay, or deposit
with us funds to pay, expenses exceeding $100.

The firm does not charge for internal costs of routine copying, telephone, third party
charges for research, faxes, secretarial overtime, mailing, and the like. However, the firm does
charge for extraordinary expenses of this type, and we will bill you for them at our cost.

FILES AND OTHER MATERIALS

Files generated in the matter will be retained by the firm as required by law, and
thereafter may be retained or destroyed, at our discretion. To the extent we retain them, we will
provide you reasonable access to matter files in accordance with applicable law, excluding firm
files (firm administrative records, time and expense reports, personnel and staffing materials,
accounting records, and internal lawyers’ work product, e.g., drafis, notes, internal memoranda,
legal research, and factual research). Mafter files to which you are given access may be
reproduced at your request and at your expense. We reserve the right to make and retain copies
of all documents generated or received by us in compection with the mafter. After our
engagement in this matter ends, upon your request and at your expense we will return any
property you have entrusted to us, unless there is a balance on your account. If there is a balance
on your account, the firm will assert a retaining lien on such property to the extent allowed by
law. If you have not requested return of such property within a reasonable time after our
engagement in the matter ends, we may retain or destroy such property at our discretion.

TERMINATION

You may terminate our representation at any time, with or without cause, by notifying us.
Your termination of our services will not affect your responsibility for payment of legal services
rendered and out-of-pocket costs and internal charges incurred before termination and in
connection with an orderly transition of the matter,

The Rules of Professional Conduct list several types of conduct or circumstances that
require or allow us to withdraw from representing a client, including, for example: persistence in
a course of conduct which we reasonably believe to be criminal or fraudulent, insistence upon
pursuing an objective which we consider to be repugnant or imprudent, failure of a substantial
nature to fulfill an obligation after reasonable warning that it will result in our withdrawal, or
other good cause.
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BILLING ARRANGEMENTS AND TERMS OF PAYMENT

Qur invoices will report the hours and rates for attorneys and other professionals on the
matter, and describe the work performed. Unless otherwise provided in our engagement letter,
we will provide you with a bill on a monthly basis. Payment is due on receipt. Any balance
unpaid after 30 days of the date of the invoice shall accrue interest at the rate of seven percent
(7%) per annum. Payments shall be applied first to costs and expenses, then to accrued interest,
if any, and then to the wnpaid fees.

We will give you notice if your account becomes delinquent, and you agree to bring the
account or the retainer deposit current. If the delinquency continues and you do not arrange
satisfactory payment terms, we may withdraw from the representation and pursue collection of
your account. We may also request permission of any court in which we have filed an
appearance on your behalf to allow us to withdraw as your counsel, and you agree that non-
payment of our fees is a valid basis for our request to so withdraw. To the extent collection of
your account becomes necessary, you agree that, in addition to any unpaid balance and interest
thereon, we will be entitled to recover all costs and expenses of collection, including reasonable
attorney fees.

Q.

CH_0000810



Exhibit No. 75



Message

. From: Penny Chiftick [demoney@yahoo.com]

- Sent: 9/12/2013 5:07:08 PM

O To: Beauchamp, David G. [dheauchamp@cdlarkhill.com]
Subject: Re: DenSco Investment Corporation Engagement Letter

Attachments: engagement.pdf

here you go
dc

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

From: "Beauchamp, David G." <DBeauchamp@ClarkHill.com>

To: "Denny J. Chiftick (decmoney@yahoo.com)” <dcmoney@yahoo.com>
Sent: Thursday, September 12, 2013 4:42 PM

Subject: DenSco Investment Corporation Engagement Letter

Denny:

o

Attached is the new engagement letter from Clark Hill. Please note the lower hourly rates as well as the fact that Clark
Hill waived a new retainer due to your previous refationship with me at Bryan Cave.

Please contact me i you have any questions.
Best regards, David

David G, Beauchamp

CLARK HiLLPC

14350 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 4B0.684.1166 (fax) | 602.319.5602 {cell)

dheauchamp@darkhil.com | www.clarkhill.com

This electronic mail message contains information which is {a) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and {b) intended only for the use of the addressee named
herein. f you are not the addresses, or the person responsible for delivering this to the addressee, you are hereby
notified that reading, copying, or distributing this message is prohibited. If you have received this message in error,
please contact us immediately at the telephone number shown above and take immediate steps to delete the message
comnpletely from your computer systam. Thank you.

. . IRSCircular 230 Disclosure: To ensure compliance with the requirements imposed by the IRS, we inform you that any
O U.S. federal tax advice contained in this communication (including any attachments) is not intended for or written to be
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used, and cannct be used, for the purpose of (a) avoiding any penalties under the Internal Revenue Code or (b)
promoting, marketing, or recommending to another party any transaction or matter addressed herein,

LEGAL NOTICE: This e-mail is for the exclusive use of the intended recipient(s), and may contain privileged and
confidential information. If you are not an intended recipient, please notify the sender, delete the e-mail from your
computer and do not copy or disciose it to anyone else. Your receipt of this message is not intended to waive any
applicable privilege. Neither this e-mail nor any attachment(s) establish an attorney-client relationship, constitute an
electronic signature or provide consent to contract electronically, unless expressly so stated by a Clark Hill attomey in the
body of this e-mail or an attachment.

FEDERAL TAX ADVICE DISCLAIMER: Under U, S. Treasury Regulations, we are informing you that, to the extent this

message includes any federal tax advice, this message is not intended or written by the sender to be used, and cannot be
used, for the purpose of avoiding federal tax penaliies.
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DenSco Investment Corporation

September 12, 2013
Page~2-~
Sincerely,
CLARK HHLL, PLC
2
Dot G Bewstbor
Enclostire

DenSco Investment Corporation aceepts, and agrees to be baund by, the foregoing,
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CLARK HILL NEW CLIENT/MATTER FORM
{F]New Ctiens

For Priend's list or to identify related cllonts, plonss Yk this new client to clignt #

If new client fs u businees o organizatios, roquest a Dun & Bradstrect (D&B) roport from Donna Kiclar,

MOTB: A DAB {5 NOT roguired far an Tnifividuel or Stast Up Campiny,

[Jtdew Matter for an Bxisting Cleat
Client Neme. DanSec Investment Coiperallon Clicat #;

[B._Client Informsation (fov new Hiduls 6l

Tros Logal Name; DenSeo Invostman! Comonation
Client sams for hl!iin%{lif Fifferint fiim truo fcgal name):

Attention: Dan%
Addrers: 8132°W Vicldria Flace

Ghy: Chandiar__ — Uigte: AL Zip: 05008 Country: USA
Cantoct Neme (A/R parposes): WOy G hilick Conlact ‘chplto:m #: 1602) 459-3001
Cc;;!fnct?nz i e T Cordsol B-meit Address: donionay@yehoo.com
Origiantor Responsibla
Single originntor, Hat apwe: David Beductismp
Shared origination, {ist anemos and percentages:
(S Mbatter fuformation:]  Practics Group Assigned; [Corporate. J

gngf?m in u[ﬂﬁiﬂltd t57! tho nature of the work,
F%rﬁsh Prfvﬁ i n “ , § ° ¢ ¥

Mattor Nammas 2003 1 i ﬁa“""ﬂm ﬁ’a pianglEm

Matier Contaet Nawmo and E-mail Address (A/R Purposes, If different from Cliant Contact);

Caontact Ninsgs Contact B-mall Addross;
Referied By: mn.(cm.umm fom T Bil!mslrgqucncy anthly |
Billing Aringement:

Which stnte will reccive benefit of servicss pcrfnnnnd?

¥s tits mattor o b bilted to an address oftier thee tho clicat love) address? Ay FIN

1f Yau, please provide billing address aid contact infarmation: Pleass atfach acdltlonal sheet for more billing nddresses.
Compnny Mame;
Addrers:

Cliyt States Zip: Countrys

Cilent Rosponsibls (Billing) Timekeeper (senfor lovel only):
Primzry elfont rasponstble Smeknoper, list hume:
Shared cllent responsibls Hmekeepers, list nnmes mid percentnpes; David Bpatehamp

Matler Rosponsible (Suparvistng) Timekeepor (sonlor level only): .
Singlo mutter responalble timekeeper, list tame: —
Shared matter responsible timekespers, 1lst names and porcentnges: Davidpesudhiamp

Pusk Codos Requireds [JY (N Astivily Codoes Required:s Oy Ex
Task Code Activily Cods
Atiurnoy(ey Asstpned:
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DanBon (hwostmant Comatatisn DenSco Investment Comperation
2003 Privete Offaring Masmorgndim

2003 Privata Offering Memeorandum
Labefe Gorreopondaries, Work popars, Client Dagumeitts, Dirafls, Final Dottimants

{E,_Risk Assessmont:]

Conflots
Yed Ro
1.E7°} [C7] Hos a chisek boen run for nny cllent, izsus or buskigsd cunflict and ufl nvolved partners using afl of the Firm's
methods?
TF not, oxplein why:

2 Is there any potential for a olicat, Lssue or business confHel?
Tfy8, explain how they wers resolved:

No conflict oxlsts béﬁ‘ {nitlel}

M
3.9 £ Wil the ltours worked bafhrs completion stelandard rates excaed $10,0007 Ifso estimato fpee B

4.£2 57 Wil tho matter be bitled ol rtes balow ourstandsrd? 1Myes, please vomplets o Diseorat Rate Requast form.

5. =1 5 Doca this client expeet someons efoe 10 pay 4 pest ar all of onr 6717

A Ee thoresiy (eo delinquiney (fitoncess 0F2 months) swith revpect ta thls olient or with any affiliate or awociated
ﬂ}ilﬁ,v i‘;qr irnlvidual? TPyes, for velnted cotity provide
Client#: ___ ... .

¥ L350 Hins 2 foo estimte boot given to the ollem? If so, providesmount: §

L. Wil theye bo & tetainer? 1 5o, provide amount: §

9.7 ({77} #¥ac o DEB ropord beon requested, seviswed and wtiached a2z spplicuble?
vy explain why: Proviotsoionbnglseyss, . _ oo

Other

10207 222 Does s Clark i 1awyer ot relativo hove an.cquity Inferest or management postiion with the cliem?
[ 5 sy | s Clark Hill substititing for other cownse) whoso scrvices kave been teeminnted?
1237 T Will thete bo an engagemont letter? 10ngt, explain why:,

F. Approvals]

ﬂ;-'a o David Beauchamp _ ?ﬁ.% /3,3
Qg Smeketyor Blgred Print Name e
AP A John T, Skowos Y/
AT AN Defagnle, Siged Print Name Diter

Gitlilofial ippforn) Rerquived for Contingend or Pre Bono Matter;
Yot Shdred ‘Thiekeopor Arrangements, spplieable MOLs and shaving imekeepera must slgn:

Stewed Print Mamg Dats

[G. Form Cmplifed by {print namo}y | Lindsay Singer *

HY Lxe Linty— Conilimed . . '
Cllent #: ALY Materh: Méﬂg . DateReconds Received: SEP 17 013
Retords Inble 0 LA Date Linked by Contitets: 7~/ 7= 3 Conflots Intin S rrone

$604354.2 09999/09959-006601
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