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Message

From: Gary Clapper [GRC@azcc.gov]

Sent: 8/3/2016 2:46:22 PV

To: Beauchamp, David G. [dheauchamp@ciarkhill.com]
Stihject: Densco

Here is my contact information

Gary Clapper
Chief Investigator
Securities Division
{602) 5420152

Kelly . Oglesby CR 50178
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From: Beauchamp, David G.

Sent: Friday, August 05, 2016 6:25 PM

To: Wendy Coy; Gary Clapper

Subject: FW: Email to Investors of Densco Investment Corporation {"DenSco™)
Wendy and Gary:

Sorry for the delay. Here is the email that | sent to the DenSco’s investors.
Regards, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scoftsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1125 (direct) | 480.684.1166 (fax} | 602.319.5602 (cell)
dbeauchamp@darkhill.com | www.clarkhill.com

From: Beauchamp, David G.

Sent: Wednesday, August 03, 2016 11:35 PM

To: acatejr@gmail.com; amydirks@hotmail.com; anthjen@yahoo.com; artnina@hotmail.com; Aztonysmith@aol.com;
barryluchtel@gmail.com; bdirks5@cox.net; bji@cox.net; bjlocke64@yahoo.com; bjodenthal@frontier.com;
brian.wenig@honeywell.com; burdett.anthony@gmail.com; butlerv@yahoo.com; carricks3@ak.net; zj528@hotmail.com;
dariosdad@gmail.com; dave@prestoncpa.biz; davedubay@gmail.com; dhowze@cox.net; don-cindy@cableone.net;
Doriann@cox.net; eileencohen@me.com; epcarrick@gmail.com; glenpdavis@gmall.com; greeraz@gmail.com;
gsiegford@msn.com; hahnaz2@cox.net; hey.ralph01@gmail.com; hikthestik@aol.com; jackdds@myway.com;
jamccoy32@gmail.com; jbhok@yahoo.com; jemmakepel@hotmail.com; jgsiegford@yahoco.com;
jimmy@flytrapproductions.com; jimpatmc44@gmail.com; jkjetto@yahoo.com; Jphalen00@aol.com; jwalkerl13@cox.net;
kayell121@cs.com; kaylene.moss@avnet.com; kennenl@yahoo.com; landonluchtel@gmail.com; lanka2000@yahoo.com;
Laurieweiskopf@gmail.com; lkope!22@hotmail.com; mark.wenig@gmail.com; mbencekent@yahoo.com;
miminvestor@gmail.com; mrsheasley68@verizon.net; mscroggin@me.com; nihad@yaheco.com; nswirz@me.com;
patsmiller21@gmail.com; Paul_a_kent@yahoo.com; pearces@mailhaven.com; Peter.Rzonca@Avnet.com;
pldupper@gmait.com; quelalively@yahoo.com; ralph@kaisertile.net; rbrinkman@yahoo.com; rgriswold3@stny.rr.com;
robertflawson@gmail.com; rzkoehler@yahoo.com; sdetota@yahoo.com; sdtuttle@gmail.com; smschloz@msn.com;
steve@bunger.me; stewart.sherriff@gmail.com; switchback62@hotmail.com; terryleeAZ@comcast.net;
thomasbyrne11@gmail.com; thompscg2@cox.net; trovita@gmail.com; uaflyor767@gmail.com; valeriepaxton@gmail.com;
vimuscat@gmail.com; wadeunderwood@hotmail.com; wbushil2@comcast.net; wjswirz@me.com;
wka@caribbeanpoolsaz.com; yusuf@comsiscomputer.com

Subject: Email to Investors of Densco Investment Corporation ("DenSco”)

Dear DenSco Investors:

As a follow up to the email from Denny Chittick’s Family that was distributed on Sunday, | met late Monday with Shawna
Chittick Heuer (Denny’s sister) to discuss Denny’s unfortunate and untimely passing and the steps to resolve the
obligations of DenSco to each of you. The intent was to discuss what information we collectively had available
concerning DenSco and its outstanding loans and to determine the best procedure to close down DenSco's business and
to return the capital contributed by DenSco’s Investors. Each of us had aiready talked to a few people in the real estate
investment business to discuss how we could obtain a preliminary analysis of DenSco’s current loans. Specifically, we
wanted to determine what information might be in DenSco’s available files and records to indicate the likelihood of
being able to collect the monies due DenSco so we could proceed with the wind-down of DenSco and the payments to
the Investors.. '

DIC0010242



1]

“Shawna was able to find someone familiar with certain aspects of the real estate investment business to do a very brief
and superficial review of the loans to DenSco’s borrowers which paperwork was in DenSco’s files,  This preliminary
review will simply be to determine if DenSco’s records indicate which of DenSco’s loans seem to be fully secured and if
DenSco’s records show timely payment of the past payments so that we can consider these to be “Good Loans.” We
also will try to identify the date due as specified in the respective promissory note for each of these Good lLoans to have
an indication when each such loan is to be paid off. This money will add to DenSco’s money that is anticipated to be
returned to the Investors at the end of the wind-down process. We have aiso requested help to identify the “Trouhbled
Loans,” by reviewing the loan files and DenSco’s payment records to determine which loans are either unsecured, or the
respective borrower is not current with its payments of interest or the principal, or if Denny’s records indicate that these
loans are owed by an entity currently in bankruptcy or are guaranteed by someone who is in personal
bankruptcy. Unfortunately, there are also claims that DenSco has against either Auction.com or Scott Menaged {or
some other parties) that we need to better understand. We believe that this preliminary review of the Good Loans will
be done by Friday of this week and we wili share that information with you. At the same time, we are also trying to get

a good estimate of the balance of the principal amounts owed to Investors and any unpaid and accrued interest that is
owed,

As part of the plan moving forward, we have filed the Will of Denny J. Chittick ("Denny’s Will*} and the necessary filings
with the Probate Court to have Shawna designated as the Personal Representative of Denny’s Estate, which is what
Denny’s Will provides. Shawna is an accountant and she has both the experience and the skill set from her every day
position to work with the necessary pegple to recover proceeds owed to DenSco and to return the recovered proceeds
to the Investors. The probate filing is necessary so that Shawna could have the necessary authority to control DenSco
and to have the authority to make decisions on behalf of DenSco, with the input of Investors as we propose

below. However, if we determine that DenSco’s recoverable proceeds are likely to be significantly or materially
insufficient to return the Investors’ capital to the Investors, then Shawna is unlikely to assume the control of DenSco and
we will work with the various state authorities to have a Receiver named for DenSco, and such Receiver will be

respensible to come up with an acceptable plan to collect the proceeds owed to DenSco and to return as much of the
Investor's money as possible.

This problem with DenSco’s Troubled Loans developed over time and it will take some time to understand those
Troubled Loans, how those loans came into existence as well as how to maximize the return on those loans to maximize
the return of capital to the Investors. If whoever is in charge of DenSco does not work with the Investors, then DenSco
will either be put intc bankruptcy or have a Receiver appointed, which will incur costs on behalf of the Investors and
DenSco that will significantly reduce what will be available to return to the Investors. For example, one of the recent
reports concerning liquidation of companies owing money to investors indicated that the costs associated with a
bankruptcy or a Receiver can reduce the amount to be paid to investors by almost half or even @ much more significant
reduction. Since many of the Troubled Loans stopped paying interest last October, DenSco has suffered a severe cash-
flow problem. To resolve this cash-flow problem, Denny has taken every step available to him to try to enable DenSco
to meet its obligations to Investors until he could find another sclution to avoid significant losses to DenSco’s
Investors. Specifically, Denny previousty liquidated or mortgaged all of his personal assets to loan money to DenSco to
allow Den5co to continue to make its interest payments to its Investors until he had nothing left to put into DenSco.

As indicated above, the initial plan that we are trying to follow is intended for us to determine (and share with

you): what does DenSco own; what is the current balance in DenSco’s bank account; what loans are timely paying and
when such loans are anticipated to be liquidated with the balance paid to DenSco. Initially, we believe that all of the
Good Loans should be paid off within 6 months, We hope to have more specific information by Friday of this week.

There are also significant unsecured and secured loans that are subject to the personal bankruptcy of Yomtov “Scott”
Menaged. These unsecured and secured loans to Scott Menaged need to be analyzed as well as the hankruptcy case so
that we can determine what is likely to be paid to resolve these loans. In addition, to these loans, we also need to
determine the status of the life insurance policy and other coliateral that were to secure certain of the unsecured
loans. Unfortunately, this will take more time than a couple days, but this information will be provided as soon as we
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“Zan obtain and confirm it. This information should be available in a couple of weeks if third parties involved in the
bankruptcy case timely provide the information that we have requested.

We also understand that there is a significant amount of money that is currently tied up with Auction.com that involves
certain transactions involving Scott Menaged. Given the lack of initial information available concerning these
transactions in Denny's office, it will take more time to understand these transactions and to determine what can be
done to recover this amount of money. We will hopefully be able to have an understanding of these transactions, who
has the money and what can be done to collect the money owed to DenSco.  So this will likely take at least 45 days to
obtain and confirm this information so that it can be shared with you.

In order to maximize the available return to all of the Investors, which is what Denny urged us to do in his last
instructions, we would like to keep DenSco out of a protracted bankruptcy or a contentious Receivership proceeding. As
indicated above, various studies have shown that the third party costs and legal and other professional fees and costs
and the inherent delays in bankruptey and / or Receivership proceedings can consume more than 35% of the available
money that should or would otherwise be available to be returned to Investors. As we proceed, it may be necessary to
have the final distribution and allocation to Investors approved by a court to satisfy any fiduciary duties for some
investors and that can be accommodated by a judicial review and approval of a settlement plan without a full
bankruptcy proceeding. Again, if we determine that DenSco’s recoverable proceeds are likely to be significantly or
materially insufficient to return the Investors’ capital to the Investors, then Shawna is unlikely to assume the control of
DenSco and we will work with the varicus state authorities to have a Receiver named for DenSco, which Receiver will

come up with an acceptable plan to collect the proceeds owed to DenSco and to return as much of the Investor's money
as possible. ‘

If we are going to proceed informally to keep costs down, we understand that we need to communicate with youona
regular basis and we need to be able to receive communication from you as the Investors. To have good and open
communication, we would like to create an “Advisory Board” of 5 Investors to meet with 2nd to advise DenSco with
respect to the information obtained and how that information can best be used to cost-effectively help DenSco to
recover funds that are owed to DenSco. We intend to structure this as an Advisory Board to protect the members of this
Advisory Board from any potential liability based upon their role with DenSco. Specifically, the Advisory Board would
only have an advisory position with DenSco as opposed to a full authority position, which is to distinguish this situation
from having these Investors appointed to the Board of Directors. [f you would be interested in participating on this
Advisory Board, please let me know by return email and confirm that you would have the availability and willingness to
participate in the necessary meetings (in person or by phone}. Ideally, we would like to have a “cross-section of
Investors” on this Advisory Board to help DenSco evaluate the information as it becomes available and to assist
analyzing various decisions and the effect that such decisions would have on the Investors.

As indicated above, we hope to have a more detailed analysis of the Good Loans by the end of this week.
Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Scottsdale, Arizona 85254

480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (ce!ll)
richill.com | www, clarkhill.com

This electrenic 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. 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.
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William Woerner

From: Beauchamp, David G. <DBeauchamp@ClarkHill.com>
$ent: Friday, August 05, 2016 8:32 PM

Yor Wendy Coy; Gary Clapper

Subject: FW: Additional DenSco Information

Wendy and Gary”

Please see the email to the DenSco’s investors that | sent this evening with the updated (and bad) news.
Sincerely, David

Pavid G. Beauchamp

Crark Hnpro

14850 N Scattsdale Rd | Suite 500 | Phoenix, Adzona 85254
4511.684.1126 (Prect) | 480.684,1166 (fax) | 602.319.5602 (cell)
dbesuchampfhciarkhit.oom | wyw,ctarkhil.com

From: Beauchamp, David G.

Sent: Friday, August 05, 2016 8:29 PMm

To: acatejrPgmail.com; amydirks@hotmall.com; anthjen@yahoo.com; artnina@hotmal.com; Azonysmith@aol.com; aztonysmith@gmail.com;

barryluchtel@gmail.com; bdirks5@cox.net; bji@cox.net; bjlocket4@yahoo.com; bjodenthal@frontier.com; brian.wenlg@honeywell.com;

burdett.anthony@gmail.com; butlerv@yahoo.com; carricks3@ak.net; zj528@hotrnall.com; dardosdad@gmall.com; dave@prestoncpa.biz; davedubay@gmail.com;

dhowze@cox.net; dondndy@cableone.net; Doriann@cox.net; efleencohen@me.com; epcarrick@gmall.com; glenpdavis@gmail.com; greeraz@omail.com;

gstegford@®msn.com; hahnaz2@coxnet; hey.ralph01@gmail.com; hikthestik@aol.com; jackdds@myway.com; Jamccoy32@gmail.com; jbhok@yahoo.com;
makopel@hotmall.oom; jgsieaford@yahoo.com; fimmy@fiytrapproductione,com; fimpatmed4@gmall.com; jkjetto@yahoa.com; Jphalenf0@aol.com;
ker113@cox.net; kayell121@cs.com; kaylene.moss@avnet.com; kennenl@yahoo.coin; fandonfuchtel@gmail.oom; fanka2000@yahon.com;

Omuﬂewebiwpf@g-naﬂ.mm, kopel22@hotmali.com; mark.wenig@gmail.com; mbancekent@yzhoo.com; miminvestor@gmall.com; mrsheasieyb8@verizon.net;

gin@me.com; nthad@yahoo.com; nswinz@me.com; patsmiller21@gmail.com; Paul_a_kent@yahoo.com; pearces@malihaven.com;
ter.Rzonca@Avnet.com; pldupper@gmall.com; quelalively@yahoo.com; ralph@kaisertle.net; rhrinkmat@yahoo.com; rariswold3@stny.rr.com;

Crobertflawson@gmall.com; rzkoehler@yahoo.com; sdetota@yahoo.com; sdetotas9@yahoo.com; sdtuttfe@gmail.com; smschioz@msn.com; steve@bunger.me;
T,shewatt.sherrlﬂ‘@gmall.oom; switchback62 @hotmall.com; tenyleeAZ@comceast.net; thomasbyrnet1@gmall.com; thompseg2@cox.net; trovita@gmall.com;
‘%uaﬂyor?&?@gmaﬂ.mm; valeriepaxtan@gmail.oom; vimuscat@gmall.com; wadeunderweod@hotmall.com; wbush1120@comeast.net; wiswirtz@me.com;

gswka@caribbeanpoolsaz.com; yusuf@comslscomputer.com
SSubject: Addttional DenSco Informatica

DenSco Investors:
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As lindicated in my email that was sent out to each of you late Wednesday,

files and computer records. We are continuing our efforts to obtain as much information as possible concerning DenSco’s outstanding loans to its
borrowers and what assets might be available to recover on loans in default. Unfortunately, the information is not good. Accordingly, we have been
in communication with the AZ Corporation Commission — Securities Division to work with that office to discuss the best plan to maximize the
recovery of funds owed to DenSco. We will be meeting with the Director of Enforcement next Wednesday to work through the necessary steps so

that the State of Arizona can lend its oversight, if not its direct assistance, in this effort to recover the money that is owed to DenSco and its
Investors. We will be able to provide more information after that meeting,

we have been working as fast as possible to go through DenSco’s paper

In the interim, we have had someone quickly go through the boxes of files and other information in DenSco’s office to help determine the exact
status. Please understand that this is very preliminary information and it will be subject to further review and supplemental information that we hope
to obtain. The following estimates are derived from the information that was found after Denny's passing. These estimates were compiled in & very
short period of time and all information provided will need to be revisited, reviewed and confirmed at a later date preferably by a third party, but this

is what we now believe to be the case. Obviously, further information will also need to be obtained concerning the bankruptcy of Scott Menaged and
the various claims that he supposedly owes to DenSco.

DenSco has in excess of one million dollars in its bank accounts. As additional interest is collected on the paying loans, this amount should increase,

There are approximately 138 loans listed in the DenSco portfolio.

50 of these 138 loans appear to be secured by first position deeds of trust and the documents indicate that these loans should be available for liquidity
within 0-6 months through normal business or the accelerated sale of notes. These 50 loans (secured by first position deeds of trust) represent

roughly $4,981,736.00 of principal and accrued interest (principal 84,925,614.31 interest $56,121.69) and continue to eam interest at the rate of 18%
per annum.

An additional 5 of these 138 loans appear to be first position deeds of trust which will require collection via foreclosure or collection through
bankruptcy court and appear to be related to Scott Menaged in some form. (One property with a deed of trust to secure one of these loans was
supposedly released from the protections of the automatic stay of the bankruptcy court earlier this week.) These 5 loans represent roughly

wmumwu ;000 of principal and interest (principal $1,980,000 and estimated collectable accrued interest $553,000).

O

[ =)

w.:m 83 remaining loans do not appear to be secured via first position Deed of Trust recordings. While they all do appear to have signed promissory

otes and deeds of trust in each file, there is no evidence of recording and involve Arizona Home Foreclosures, LLC and Scott Menaged and
Clepresent approximately $28,178,600.

%ﬁ&mg&? there appears to be an unsecured note (accounts receivable) from Scott Menaged to DenSco in an approximate amount of
%Knuuw.mueho.
o}

ummary:
$4,981,736 notes that are believed to be secured by deeds of trust and should be liquidated in the near future;
$2,533,000 notes that are supposedly secured but require collection/involve Scott Menaged;
2

.
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$28,178,600 that involve Scott Menaged but we are unsure of security, will require collection via courts;
$14,339,339 supposedily unsecured note from Scott Menaged, will require collection via courts, and
31,000,000 (Estimated in DenSco bank accounts)

$51,032,675.00

Last stated investor balance per Denny's spreadsheet as of June 2016
$31,184,005.27

As noted above and in my previous email to each of you, Scott Menaged Is in personal bankruptcy and he claimed in his bankruptey filing that he does not have
any assets. According to third parties Involved in Scott’s bankruptcy, we have obtained the following information that we believe to be reliable. Scott fited his
personal bankruptcy in April 2016 (pro per, which means without legal counsel) and he failed to provide the necessary schedules of creditors and notices to the
creditors as the bankruptcy law requires. The US Trustee appointed for this bankruptey case, Jill H. Ford, took action to require that Scott's bankruptcy estate
retain legal counsel and comply with the bankruptey requirements . The bankruptcy estate has now retained Cody less of Schian Walker, PLC as Debtor’s legal
counsel. Cody Jess Informed me that he was retained in early July and that the notice to DenSco was mailed either late last Monday / early Tuesday, so Denny
likely received the notice on Wednesday, which was Denny’s first notice of the bankruptcy filing. Supposedly, Denny talked to Scott on Wednesday and Scott
confirmed the information in the notice. Unfortunately, that probably led to Denny taking his life the next day on Thursday.

Cody Jess also claimed that bath of Scott’s other entities that are on the $14,000,000 (+) unsecured note {or guaranteed that note) are not in the bankruptcy,
but Arizona Home Foreclosure has conveyed ali of its homes and it no longer has any assets. However, that is contrary to the information in BenSco's

files. Further, Cody Jess also claimed that Furniture King is not in the bankruptcy, but it does not matter because it has no value due to the several liens already
filed againstit. Cody said that DenSco never filed a UCC-1 to secure its security interest in the assets of Furniture King. That UCC-1 was part of the forbearance
package that we prepared in 2014. That package was supposed to be signed in my office, but Scott convinced Denny to not do the signing in my office. | gave all
of the documents to Denny and told Denny to get them all signed (where the stickers were} and to have certan documents notarized and to have the UCC-1 filed

with the Arizona Secretary of State, Denny subsequently told me that the UCC-1 had been filed. However, | checked today and that UCC-1 was never filed and
made of record against Furniture King.

2>

Mwmuma upon all of the new information set forth abave, please understand that we now believe that a different strategy might be more effective with respect to
msm collection of the money owed to DenSco, the liquidation of DenSco and the return of funds to DenSco's Investors. That is why wa have reached aut to the
{Btate of Arizona to determine if the Securities Divislon can lend assistance in the collection of the money owed to DenSco,

o

yi

We will keep you informed as we obtain more information.

incerely, David

Bl

avid G, Beauchamp

CLARK HILL PLC
14850 N Scoltsdale Rd | Sults 500 | Scottsdale, Adzonz 85254

¥ap
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dbeauchamp@dlarkhill.com | www,clerkhifl.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. If you are not the addresses, or the person responsibie 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 com puter system. Thank you.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and ma
us immediately by reply e-mall and then delete this message from your system,
other person. Thank you for your cooperation.

y be legally privileged. If you have received it in error, piease notify
Please do not copy it or use it for any purposes, or disclose its contents to any
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Kelly S, Oglasb;cR 50175

From: ’ Kurt Johnson <kj@kurtjohnsonlaw.com>
Sent: Monday, August 08, 2016 7:02 PM

To: Beauchamp, David G.

Subject: RE: Densco Investment Corporation
Sensitivity: Confidential

Okay, thanks.

Kurt

KJ@KurtJohnsonl aw.com

The Stats Bar of Arizona requires atomeys o nolify all e-mail reciplents that: (1) e-mail communication is not a secure method of communication; (2} any e-mail
that is sent to you cr by you may be copied and held by any of all computers through which it passes as it I3 transmitted; and (3) persons not participating in our
communication may Intercept our communications by improperty accessing either of our computers or another computer unconnected o either of us through which
the e-mail is passed.

| am communicating with you by e-mall with your consent. Ploase advise me immediataly If you do not wish to continue to use e-mail for
communication.

NOTICE: This message, including ettachments, is from the Lew Office of Kurt Johnsan. This message conltains information that may be propristary, confidsntial
and protected by the attarney-client or attornsy work product priviteges. If you are not the intended recipiant, please dalete this message and st us know right
away. Federal end state faw prohibits you from farwarding, printing, copying or using the infarmation in this message i you ere not the infended reciplent.

From: Beauchamp, Pavid G. [mailtg:DBeaucha ClarkHill.com
Sent: Monday, August 08, 2016 7:01 PM

To: Kurt Johnson

Subject: RE: Densco Investment Corporation

Sensitivity: Confidential

Kurt:

1 have very limited representation of the company until Wednesday when | turn over everything to the ACC Securities
Division. There is no officer or director of the company. The Family has been advised by other counsel not to have any
family member to become an officer or director of DenSco.

The ACC will have to decide how they want to proceed, So far, they are not sharing their thoughts with me.
Best regards, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenlx, Arizona 85254
480.684,1126 (diract) | 480.684.11686 {fax) | §02.319.5602 (cell)
dbeauchamp@diarkhill.com | www clarkhill.com

From: Kurt Johnson [mailto;ki@kurtjohnsonlaw.com])
Sent: Monday, August 08, 2016 6:57 PM

To: Beauchamp, David G.

Subject: Densco Investment Corporation
Sensitivity: Confidential

David,

DIC0010040
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Do you represent the corporation or the family or both? If you represent the corporation, then | can
mail my resignation as statutory agent to you. Otherwise, | will need to mail to Denny as his last
address even though the family will receive it.

Warm regards,
Kurt

Law Office of Kurt Johnson
tel. 602.505.8117
fax 602.892.0034

KJ@KurtJohnsonl.aw.com

The State Bar of Arizona requires attomeys to notffy all e-mail recipients that: (1) e-mait communication is not a secure method of communication; (2) any e-mail
that is sent to you or by you may be copled and heid by any or sll computers through which it passes as It is transmitied; and (3) parsons not participating in our
communication may intercept our communications by improperly accessing either of our computers or another computer unconnected to either of us through which
the e-mail is passed.

I am communicating with you by e-mail with your consent. Please advise ma immedlately if you do not wish to continue 1o use e.mall for
commtumnication.

NOTICE: This message, Including aftachments, Is from the Law Office of Kurt Johnson. This message contains information that may be propristary, confidantial
and prolected by the attorey-client or eltorney work product privileges. If you are not the intended recipient, piease delete this message and lat us know right
away Federal and state law prohibits you from forwarding, printing, copying or using the information in this message if you are not the intended recipient.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have recetved it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation,
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Beauchamp, David G.

-

From: Marlene Pearce <pearces@maithaven.coms>

Sent: Tuesday, August 09, 2016 8:5% AM

To: Thomas Byrne

Ce: Beauchamp, David G,; Craig and Samantha Hood; Craig Brown; acatejr@gmail.com;

amydirks@hotmail.com; anthjen@yahoo.com; artnina@hotmail.com;
Aztonysmith@aol.com; aztonysmith@gmail.com; barryluchtel@gmail.com; bdirks5
@cox.net; bji@cox.net; bjlocke64@yahoo.com; bjodenthal@frontier.com;
brian.wenig@honeywell.com; burdett.anthony@gmail.com; butlerv@yahoo.com;
carricks3@ak.net; ¢zj528@hotmail.com; dariosdad@gmail.com; dave® prestoncpa.biz;
davedubay@gmailcom; dhowze@cox.net; don-cindy@cableone.net; Doriann@cox.net;
eileencohen@me.com; epcarrick@gmail.com; glenpdavis@gmail.com;
gsiegford@msn.com; hahnazZ@cox.net; hey.ralph01@gmail.com; hikthestik@aol.com;
jackdds@myway.com; jamccoy32@gmail.com; jbhok@yahoo.com;
Jjemmakopel@hotmail.com; jgsiegford @yahoo.com; jimmy@flytrapproductions.com;
jimpatme44@gmail.com; jkjetto@yahoo.com; Jphalen00@aol.com; jwalkerl13@cox.net;
kayell121@cs.com; kaylene.moss@avnet.com; kennenl@yahoo.com;
landonluchtel@gmail.com; lanka2000@yahoo.com; Laurieweiskopf@gmail.com;
Ikopel22@hotmail.com; mark.wenig@gmail.com; mbencekent@yahoo.com;
miminvestor@gmail.com; mrsheasley68@verizon.net; mscroggin@me.com;
nihad@yahoo.com; nswirtz@me.com; patsmiller21@gmail.com;
Paul_a_kent@yahoo.com; Peter.Rzonca@Avnet.com; pldupper@gmail.com;

" quelalively@yahoo.com; ralph@kaisertile.net; rbrinkman@yahoo.com; rgriswold3
@stny.rr.com; robertflawson@gmail.com; rzkoehler@yahoo.com; sdetota@yahoco.com;
sdetotad99@yahoo.com; sdtuttle@gmail.com; smschloz@msn.com; steve@bunger.me;
stewart.sherriff @gmail.com; switchback62@hotmail.com; terryleeAZ@comcast.net;
thompsca2@cox.net; uaflyor767@gmail.com; valeriepaxton@gmail.com;
vimuscat@gmail.com; wadeunderwood@hotmail.com; wbush1120@comcast.net;
wiswirz@me.comy; wka@caribbeanpoolsaz.com; yusuf@comsiscomputer.com;
gclapper@azcc.gov; wwoerner@azcc.gov

Subject: Contacts at AZCC

Yesterday I contacted the Arizona Corporation commnission to find out if they are able and willing to broadcast
the meeting tomorrow to the investors so that we are more aware of what transpires. I spoke with Bill Woerner,
late yesterday who is one of the investigators who will be working on this case. He told me he would find out
and call me back.

I just received a phone call this morning from the chief investigator for the Densco case in the securities
division at the Arizona Corporation commission. His name is Gary Clapper and he spent at least 15 minutes on
the phone with me. He is very interested in speaking with each of the investors, but not necessarily in
tomorrow's meeting, which I understand. He said they are not able to broadcast the meeting tomorrow for
confidentiality reasons and also because they are still gathering information. However he has asked to be
included in the email strings between the investors and agreed that the website repository of information that
Craig is setting up would be valuable. I have added both of their email addresses on this email distribution list.

He told me that Shawna, Denny sister, would also be at the meeting tomorrow along with David. He said that

any information from the meeting will need to be communicated to us from one of them, as the state is under
some confidentiality laws. He indicated that was true until a court filing of some type takes place.

DIC0009920



He asked that each of the investors give them a call so that they can have a short conversation with each of us to
gather information. Their direct numbers are below:

Bill Woerner 6025420627
Gary Clapper 6025420152

FY], Bill is retired from the FBI in white collar crime, and Gary is retired PD.
Marlene Pearce

All errors courtesy of my iPhone.

On Aug 9, 2016, at 7:36 AM, Thomas Byme <thomasbymel 1@gmail.com> wrote:
David,
So just so it is clear - who in additional to you do we anticipate having at this meeting? Would
seem to me that it would be at least prudent to have one or two other people, even if it was just

another pair of ears tasked to listen so we can capture and debrief re the situation.

Tom

On Mon, Aug 8, 2016 at 7:14 PM, Beauchamp, David G. <DBeauchamp@clarkhill.com> wrote:

Craig:

The Securities Division has made it clear that they would like to have a Receiver appointed with its own
legal counsel and they will handle all of the communication with the Investors going forward.

With respect to your question concerning the Wednesday meeting, the Director of Enforcement had
someone from her office relay a message to me that they do not want any investors {or attorneys for
Investors) at the Wednesday meeting. They seem to have a very specific agenda and they want as few
people there as possible so that they can keep to their agenda. Since they have declined to share their
agenda prior to the meeting, | am not exactly sure what ail is to be covered.

Best regards, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suile 500 | Phoenix, Arizana 85254
480,684.1126 {direct) | 480,684.1166 (fax) | §02.319,5602 (cell)
dbeavchamp@eclarkhill.com | www clarkhill.com
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William Woerner

From: Beauchamp, David G, <DBeauchamp@ClarkHil.com>
Sent: Wednesday, August 10, 2016 10:29 AM

Toe Gary Clapper

Ce: Wendy Coy

Subject: FW: DenSco Investment Corparation

Attachments: 3201_001.pdf

Gary:

This was also to be sent to you via a copy. Sorry for the delay In sending your copy to you.

Best regards, David

Davld G. Beauchamp

CLARK HILLPLC

14850 N Scottadale Rd | Suite 500 | Phoentx, Adzons 85254
480,684,125 {diract) | 480,684.1168 {fax) | 602.319.5602 (cel}
doeauchamp@aaridnil.com | www.ganditcom

From: Grove, Lindsay L,

Sent: Wednesday, August 10, 2016 9:58 AM
To: weoy@azee.gov

Cc: Beauchamp, David G,

Subject DenSco Investment Corporation

Ms. Coy,

At the request of David Beauchamp, please see attached response to your letter.

Z.¥G00Q0V

Thank you.

o Lindsay L. Grove
O CLarK HILLPLG
E480.684.4133 {itiract} | 480,584.11¢9 (f=x)

B
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CLARK HILL

Clark Hill PLC
14850 N. Scetisdale Road
Sulte 500
Bavid Bezuchamp Scotisdale, A2 B5254
TA00.684.1126 T 4B0.684,1100
F:480.-634.1199 F 480,684.1199
dbesuctump@Clarkhill.com
clarkhill.com
August 10, 2016
VIA EMAIL & US MAIL
(WCoy@azee.gov)

Ms. Wendy Coy

Arizona Corporation Commission
Securities Division

1300 West Washington Strest
Phoenix, AZ 85007

Re: DenSco Investment Corporation /File No. 8604
Dear Ms, Coy:

As a follow-up to our telephone conversation on Monday, we discussed the Subpoena
Duces Tecumn (*Subpoena™) that [ received from your office conceming the files of DenSco
Investment Corporation (“DenSco”™). Although we were previously special legal counsel to
DenSco, our status as on-going counsel has been questioned and we will likely withdraw as
counsel depending on how the courts and the interested parties elect to proceed to collect and
distribute the recoverable assets of DenSco. When we had talked previously, I had said that |
would accept delivery of a Subpoena from your office to DenSco to get started in the record
location and delivery process. However, I have not previously represented Denny Chittick and I
do not have authority to accept the service of the Subpoena on Mr, Chittick or his Estate, so
some of the items listed in the Subpoena (e.g. Denny Chittick’s personal tax records) are not
within my control and I have forwarded the Subpoena to the Personal Representative for his
Estate, Shawna Chittick Heuer. Shawna did not return to Arizona until very late last night and
she did not arrive at Denny Chittick’s house until early this morning. Accordingly, she has not
had any time to look for the requested items prior to the 10:00 am, August 10 deadline in the
Subpoena. However, she is aware of the items requested and she has assured me that she will
diligently look for the requested personal items from Denny Chittick.

Cwrrently, we only have a small portion of DenSco’s files in our possession. We have
made arrangemenis with Shawna to have the approximately 51 boxes of DenSco files to be
transported from Denny Chittick’s office to our firm’s offices. Again, we will not receive those
files until after the expiration of the deadline in the Subpoena. Even when we receive those files,
there will be a significant amount of work to review the materials in those files and to find the
items requested in the Subpoena. In our conversation on Monday, I had explained the inability

204883179.1 438204170145 ACC005474 File #8604
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to timely respond to the Subpoena and you had indicated for us that you understood and you
wanted us to proceed diligently looking for the items for your office and to keep your office fully
informed of the progress being made. _

If you disagree with the set forth above or would like to proceed with a different
approach to satisfy the items requested in the Subpoena, please contact me.

Very truly yours,

Dot 6. Brasilly

David G. Beauchamp
CLARK HILL PLC

204883179.1 43820/170145 ACC005475 File #8604
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Witliam Woemner

From: Beauchamp, David 6. <DBeauchamp@ClarkHill.com>
Sent: Wednesday, August 10, 2016 7:32 pPM

Ta: Wendy Coy; Gary Clapper

Subject: FW: Additional DenSco Information

Wendy and Gary:

Thank you again for taking the time to come te my offlce and to discuss DenSco, the status and some options to deal with this matter,

As | agreed to do, please seg the emali that 1 just sent to the DenSco Investors, 1tried to answer severa! of the specific questions from the tnvestors about the

meeting while trying to keep the emall general. Difficult balancing act.
Best regards, David

Davild G. Beauchamp

CLARK HILLPLC

14853 N Scotisdate Rd | Suite 500 | Phoen!x, Artzana 85284
480.684,1125 Idkaat)ll 480.684.1486 (fax) | 602.319.5802 (cen}
dheauchamp@clarkhill.com | wivw.clarihil,com

From: Beauchamp, David G.
Sent: Wednesday, August 10, 2016 7:26 PM

To: acatejr@gmall.com; amydirks@hotmall.com; anthjen@yahoo.com; artnina@hotmail.com; Azbonysmith@aol.com; aztonysmith@omail.com;

>barry{ud1tet@gmaﬂmm, bdirksS@cox.net; bji@ou.net; bjlocke64@yahoa.com; bjodenthal @frontier.com; brian.wenig@honeywel .com;

& burdett.anthony@gmait.com; butlerv@yahoo.com; carricks3@ak.net; czj528@hotmall.com; dariosdad@gmall.com; dave@prestoncpa.biz; davedubay@gmall.com;

odhowze@amc net; don-cindy@cableone.net; Doriann@cox.net; efleencohen@me.com; epcamick@gmall.com; glenpdavis@gmall.com; greersz@gmall.com;
Soslegford@msn.com; hahnaz2@cox.net; hey.raiphl1@gmail.com; hikthestik@aol.com; jackdds@ryway.ooin; janceoy32@gmal.com; jbhok@yahoo.com;

g"jemmakopei@hotmaﬂ .com; jgs!egford@yahmmn, Iimmy@fiytrapproductions.com; {impatmott@gmalil.com; jijetto@yahoo.com; JphalenC0@aol.com;

Siivalker1 13@cox.net; kaysll121@cs.com; kaylene.moss@avnet.com; kennenl@yahoo.com; landonluchte!@gmall.com; lanka2000@yahce.com;

Lauﬁawdslmpf@gmaﬂ.mm, Ikopel22@hotmail.com; markwenig@gmall.com; mbencekent@yahoo.com; miminvestor@gmail.com; mrsbeasley68@verizon.net;

mntscroggingme.com; nihad@yahoo.com; nswirtz@me.com; patsmilier21@gmall.com; Paul_a_kent@yahoo.com; pearces@malthaven.com;

& Peter.Rzona@Avnet.com; plduppen@gmali.com; quelalively@yahoo.com; relph@kaisertiie.net; rhrinkman@yahoo.com; rgriswold3@stny.rr.com;
%mberﬂiawsan@gmall com; rzkoehler@yahoo.com; sdetota@yahoo.com; sdetota99@yahoo.com; sdtuttie@gtnall.com; smschlor@msn.com; steve@bunger.me;
Bstewartshemif@gmall.com; switchback62@hotmall.com; tenyleeAZ@comcast.net; thamasbymell@gmall.com; thompseg2@cox.net; trovita@gmail.com;
Ruaflyor767@gmall.com; valeriepaxton@gmall.com; vimuscat@gmall.com; wadeunderwood@hotmall.com; wbush1120@comeast.ret; wiswirz@me.com;

wka@caribbeanpoolsaz.com; yusuf@comsiscomputer.com
Suhject: RE: Additional DenSco Information
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DenSco investors:

I'am sorry that | will not be able to separately answer each of the emails that { have received in the last 24 hours. | appreciate your interest and the difficulty

that this situation is causing each of you. You have clearly expressed that in the many emails that | have received {well over a hundred) in the last 24 hours. 1am
trying to provide answers to the most common questions In this email.

I. Today’'s Meeting with the Securities Division:
records, investor records and cther financial reco

Today's meeting ran much longer than was expected. There was a lot of discussion concerning what loan
rds were available to satisfy DenSco’s obligation pursuant to the Subpoena that the Securities Division served

on DenSco. Since there are more than 51 boxes of records from Denny’s house, we agreed upon a procedure and process to make these records available for
the Securitles Division. We also discussed the other records requested and how those records (i.e tex records and current loan flles) will be obtained for the

Securities Division from other sources.

Based on information from Denny’s notes and files, we were able to provide the Securities Division a preliminary assessment of how the perceived fraud
occurred and the timing of such fraud. We believe this information will help the Securities Division as it works to sort out all of the necessary information. This
outline and the information in DenSco’s files will hopefuily provide some direction to the Securlities Division as to which transactions and which third parties are
suspect and who we believe should be reviewed by the Securities Division or other Investigators. The information we provided supplemanted the information

that many of the DenSco Investors have already s

hared with the investigators for the Securlties Division. Given the high volume of calls being received, the

investigators did ask for your understanding and patience as they go through all of the messages and get back to you as quickly as they can. The Securitles
Division suggested that anyone who might have some valuable information to help their Investigation, please call Gary Clapper at 602-542-0152.

We also discussed the various options to proceed

. Aslwas concerned might be the case, the Securities Division Is likely to take charge of this matter under its

statutory authorization given the high level of interest and concern that has been expressed by the DenSco Investors and by the representatives of the
Investors. Aithough nothing conclusive was decided in today’s meeting, the representatives from the Securities Division will take the information from today’s
meeting and discuss all of the information obtalned with the Director of the Securities Division. However, the amount of concern that has been expressed was

referenced several times in our meeting, which is

likely to cause the Securities Division to unilaterally file an action with the AZ Superior Court to have a Receiver

appointed to coliect the money owed to DenSco and oversee the distribution of the money to the Investors. That will take this matter out of our hands, but we

(9,

2{with the Investors) might have some input Into the final decision of the court or in the instructions given to the Receiver by the court. | will analyze last
onight’s and today’s emails from several of the DenSco investors to tdetermine which suggestions might be compatible with the plans of the Securities Division to

Seollect the assets and money owed to DenSco while keeping the professional costs to a minimum. We will then try ta introduce those suggestions into the

Lprocess for the Receiver,

3

~

2. Tax Issues. As many of the Investors have noted, there are some potential tax savings that can offset the losses that the Investors are likely to incur. We

11
3*

Jthave discussed with certain tax advisors those suggestions as well as other ideas that t have used for other clients to use losses to offset other income. ifany
Receiver is appointed, we will try to make sure that the Receiver understands these potential tax benefits and the decisions that need to be made tc help the

%_:smmﬂoa use these tax savings as soon as possible.

3

3. Early Distribution of Assets to some Investors.

Some Investors have indicated that they cannot wait the expected time frame {possible 3 to 5 years) for the

Receiver to do a full investigation and to pursue legal action to collect the money owed 1o DenSco, Some have aven expressed a willingness to take a discount of

Fia

2

3
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the total amount owed to them in exchange for an early distribution to them. Although this concept will be very difficuit to structure and probably even more
difficult to obtain the consent of most of the Investors to this approach, we will relay this Information to the Receiver, if one is appointed,

Sincerely,
David Beauchamp

David G. Beauchamp

CLARK HiLt pLC

14850 N Scoltsdale Rd | Suits 500 | Scottsdale, Atizona 85254
480.684.1126 (direct) | 480.684.1186 (fax) | 602.318,5602 (call)

dbeauchemp@clarkhifl.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. If you are not the addresses, or the person responsible for delivering this to the
addressee, you are hereby notifiad 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 deiete the message completely from your computer system. Thank you.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally privileged. If you have received it In error, please notify

us immediately by reply e-mail and then delete this message from your system. Piease do not copy it or use it for any purposes, or disclose its contents to any
other person. Thanrk you for your cooperation.

P098# ®lid 82950000V
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Beauchamp, David G.

From: Beauchamp, David G.

Sent: Thursday, August 11, 2016 10:14 AM
To: Gary Clapper

Ce: Wendy Coy

Subject: Re: Densco

Gary:

Unfortunately, | do not know the EIN. The accountant should have that information,
Sincerely, David Beauchamp
Sent from my iPhone. Please excuse any typos.
On Aug 11, 2016, at 7:40 AM, Gary Clapper <GRC@azcc.gov> wrote:
Hi David,

Quick question. Do you know the EIN for Densco?

DIC0009731
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From: Beauchamp, David G. [/O=CLARKHILL/OU=EXCHANGE ADMINISTRATIVE GROUP EXH. NO. { !'f 0 E!.
{(FYDIBOHF235PDLT)/CN=RECIPIENTS/CN=DBEAUCHAMP] g -y To "'iol

Sent: 8/11/2016 10:37:21 AM Kelly 8. Oglosby GR 50178

To: Gary Clapper [GRC@azcc.gov]

Subject: Re: Densco

Gary:

i had agreed to send it to you and Wendy today. 1 will forward it under separate cover to you.
Regards, David
Sent from my iPhone. Please excuse any typos.

On Aug 11, 2016, at 10:25 AM, Gary Clapper <GRC@azce.gov> wrote:

We forgot to get a copy of the paper assigning Shawna as the personal representative yesterday. Can you scan it and
send me a copy please. Thanks.

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 11, 2016 10:14 AM
To: Gary Clapper <GRC@azcc.gov>

Ce: Wendy Coy <WC@azcc.gov>
Subject: Re: Densco

Gary:

Unfortunately, [ do not know the EIN. The accountant should have that information.
Sincerely, David Beauchamp

Sent from my iPhone. Please excuse any typos.

On Aug 11, 2016, at 7:40 AM, Gary Clapper <GRC@azcc.gov> wrote:
Hi David,

Quick question. Do you know the EIN for Densco?

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

CH_0008083
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From: Beauchamp, David G. <DBeauchamp@ClarkHill.coms

Sent: Thursday, August 11, 2016 10:41 AM

To: Gary Clapper

Ce Wendy Coy, Tran, Michelle M.

Subject: Pwd: Chittick letters of appointment

Attachments: imageC3.png; ATTO0001.htm; chittick Itrs_CO1.pdf: ATTCO002 htm
Gary:

As you requested, the letters of appointment should be attached.
Regards, David Beauchamp

Sent from my [Phone, Please excuse any typos.

Begin forwarded message:

From: "Tran, Michelle M.* <MTran@ClarkHill.com>
Date: August 11, 2016 at 8:06:13 AM MST

To: "Beauchamp, David G." <DBeauchamp@ClarkHill.com>
Subject: Chittick letters of appointment

Here you gol
>
(%)
o
(=
<]
g Richelle Margolles Tran
CLARK ML pro
- 14850 N Scottsdaia Rd | Stite 500 | Scottsdgle, Artrons B5254
= 4B0.222, 6745 (diract) | 480,684.1160 (fax)
:’& mirn@clorkhileom | bg | www glerkhill.com

S8LEGAL NOTICE: This e-mail, along with any attachment(s], s considerad confidential and may be legally privileged. If you have recelved it in error, please notify
Sus Immediately by reply e-mail and then delete this message from your system. Please do not copy it of use it for any purposes, or disclose Its contents to any

other person. Thank you for your cooperation.
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8. RETH FILED
Clark Hill PLC 16 MG -4 AMIB: LT
Darra Lynn Rayndon, Bar No. 006146
Michelle M. Tran, Bar No. 015893
14850 N. Scattsdale Road Suite 500

Scottsdale, Arizona 85254
Telephone 480/684-11G0

ATIOrneys 107 PEUNoDer
mtran@clarkhill.com

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

No.  PB2016-051754

In the Matter of the g
Estate of )

) LETTERS OF APPOINTMENT OF
DENNY J. CHITTICK, ) PERSONAL REPRESENTATIVE AND

) ACCEPTANCE OF

Deceased. ) APPOINTMENT AS
) PERSONAL REPRESENTATIVE
)

LETTERS OF PERSONAL REPRESENTATIVE
SHAWNA C. HEUER is hereby appointed Personal Representative of the Estate of

DENNY J. CHITTICK, to serve without bond. Said Personal Representative shall not exercise

the following powers without prior order of the Court: None,

DATED AUG 0 4 2018 ,2016.
MICHAEL K. JEANES
Clerk of the Superior Court
By: .
Deputy Clerk B. RETH
204857004,1 85999/09959-030018 ACC005481 File #8604
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ACCEPTANCE OF APPOINTMENT
STATE QF ARIZONA )

) 8s.
County of Maricopa )

1 accept the duties of Personal Representative of the Estate of the above-named

person who has died and do solemnly swear or affirm that I will perform the duties as Personal

SHAWNA C. HEUER

Subscribed and sworn to or affirmed before me this 2  day of ﬂl%gﬂjz ,
2016, by SHAWNA C. HEUER.

Representative according to law.

My Commission expires:
\ LESLIE LOPEZ
Bl NOTARY %%om 3
Ay Comm. Exp.s Apgﬂ 8, 2018 .
Fhe foregolng Instrument Is & full, true and comrsct copy
of the original on fila Inthis tffice.
s
Personal Rep I 1. Guardisn
glgned gn,_NVMA Y snd that thess
tetters have not bsen e gd.
Atteet (1
MICHAEL K. JEANES, Clark of tha Superior Qourt of the
State of Arizona, In and for the county of Maricope.
By P ey P%ﬁg..m__ﬂ._r Depitty
2 i
204857004.1 09999/09559-030018 ACC005482 File #8604
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William Woemer

From: Beaychamp, David G, <DBeauchamp@ClarkHill.com>
Sent: Thursday, August 11, 2016 3:36 PM

To: Gary Clapper

Ce Lavender, Sandy J.; PHX Office Services

Subject: RE: Densco

Gary: ~

~

I have reached out to Shawna but { have not yet been able to talk to her. With respect to the boxes in my office, those boxes will be avallable after 8:00 am
tomorrow morning.

I need to receive confirmation from Shawna or her attorney concerning the computer and her availabllity at the house for the Investor files. When you are able
to get the files from Shawna, please bring hoxes, because | forgot to give banker’s boxes to Shawna vesterday. 1n addition, we will need signed receipts signed
to evidence your receipt of the boxes and the fites from Shawna (and hopafully the computer).

Regards, David

Davld G. Bauchamp

1
CLARX HILLALG
14850 N Scoltsdals Rd | Sulte 500 | Phosnlx, Artzonz 85254
480.684,1126 (direct) | 480.684,1166 (fax) ] 602,318.5602 (sel)
emp@caddilloom | wwclerkhil.com,

—_—

:DFrnm: Gary Clapper [mailto:GRC@azce.gov]

g?ent: Thursday, August 11, 2016 2:28 PM
'0: Beauchamp, David G.

Ssubject: Densco

-
i David,

%;HE have the flles Robert Koehler had. | remember Shawna saying the Investor flles were still at the house In a drawer. We would like to get those before she

gIf.la\res. 1 can meet her at the house to make is easy for her. Can you contact her and see what she wants to do please. Is tomorrow marning good to pick up the

Shaxes from your office? Has any decision been made regarding the computer. | would like to plck that up at the same time If possible. Thank you for alt your
Ehelp with this matter.

CH_REC_DEP_0008570



7

]

Aue 03 5JU33U03 S ASCSIP JO
Ayrou asead Joass Ul 3) panjanal aney noA §j *palapaud Aje8a) ag Aew pue |eRUBPYUOD PAIBPISUG) S ‘{shuawyoene Aue yym Suope

. "uopiesadocd anok 1oy noA yueyy) ‘uosiad a0
sasodind Aue 10} 3 asn Jo 3} Adod Jou op aseajd "WaISAS iNOA woyy 2Bessaty siy) s19jap uay) pue jlew-a Adaa Aq Aj2ie]pawiwl sh

‘lew-a sy :321LON V9T

ACCO005484 File #8604

CH_REC_DEP_0008571



Beauchamp, David G.

Q Ln,,,sq

Kelly 8. Oglesby CR 501 78

From: Gary Clapper <GRC@azce.gov>
Sent: Thursday, August 11, 2016 3:38 PM
To: Beauchamp, David G,

Subject: RE: Densco

Sounds good. Are you doing the receipt for us to sign or do you want me to do one?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com)
Sent: Thursday, August 11, 2016 3:36 PM
To: Gary Clapper <GRC@azcc.gov>

Cc: Lavender, Sandy J. <SLavender@ClarkHill.com>; PHX Office Services <PHXOfficeServices2 @ClarkHill.com>
Subject: RE: Densco

e WL W 4 e e b o reae e v s A o % AR s

Gary:

| have reached out to Shawna but | have not yet been able to talk to her. With respect to the boxes in my office, those
boxes will be available after 8:00 am tomorrow morning.

I need to receive confirmation from Shawna or her attorney concerning the computer and her availability at the house
for the investor files. When you are able to get the files from Shawna, please bring boxes, because [ forgot to give
banker’s boxes to Shawna yesterday. In addition, we will need signed receipts signed to evidence your receipt of the
boxes and the files from Shawna (and hopefully the computer).

Regards, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (call)
dbeauchamp@clarkhill.com | www.clarkhill.com

From: Gary Clapper [mailto: s
Sent: Thursday, August 11, 2016 2:28 PM
To: Beauchamp, David G.

Subject: Densco

Hi David,

He have the files Robert Koehler had. | remember Shawna saying the investor files were still at the house in a

drawer. We would like to get those before she leaves. | can meet her at the house to make is easy for her. Can you
contact her and see what she wants to do please. Is tomorrow morning good to pick up the boxes from your office? Has
any decision been made regarding the computer. | would like to pick that up at the same time if possible. Thank you for
all your help with this matter.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

DIC0009718
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Message EXH. NO. 10¥
From: Gary Clapper [GRC@azce.gov] A -\ —1 q
Sent: 8/11/2016 3:41:39 PM Kelly $. Opleshy CR 50178
To: Beauchamp, David G. [dbeauchamp®@clarkhill.com]

Subject: RE: Densco

{ can use our evidence sheets that we use when we do search warrants if that is acceptable. | will bring the boxes for the
records at the house.

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com}
Sent: Thursday, August 11, 2016 3:40 PM

To: Gary Clapper <GRC@azec.gov>

Subject: RE: Densco

Gary:

If you have one that can be readily used, that would help. | have 2 message into one of our legal assistants for this, but
she is not available this afternoon. Since we do not know specificaily what is in the boxes, this is really a formality.

Thanks, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottedale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.318.5602 (celf)
dbeauchamp@clarkhiil.com | www.dlarkhill. com

From: Gary Clapper [mailto:GRC@azce.gov]
Sent: Thursday, August 11, 2016 3:38 PM

To: Beauchamp, David G.
Subject: RE: Densco

Sounds good. Are you doing the receipt for us to sign or do you want me to do one?

From: Beauchamp, David G. [maiito:DBeauchamp@ClarkHill.com]

Sent: Thursday, August 11, 2016 3:36 PM

To: Gary Clapper <GRC@azcc.gov>

Cc: Lavender, Sandy J. <Stavender@ClarkHiil.com>; PHX Office Services <PHXOfficeServices2 @ ClarkHill.com>
Subject: RE: Densco

Gary:

{ have reached out to Shawna but | have not vet been able to talk to her. With respect to the boxes in my office, those
boxes will be available after 8:00 am tomorrow morning.

Ineed to receive confirmation from Shawna or her attorney concerning the computer and her availability at the house
for the investor files. When you are able to get the files from Shawna, please bring boxes, because | forgot to give
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banker’s hoxes to Shawna yesterday. In addition, we will need signed receipts signed to evidence your receipt of the
boxes and the files from Shawna {and hopefully the computer).

Regards, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)
dbeauchamp@clarkhill. com | www.clarkhill.com

From: Gary Clapper [mailio:GRC@azcc.gov]
Sent: Thursday, August 11, 2016 2:28 PM
To: Beauchamp, David G.

Subject: Densco

Hi David,

He have the files Robert Koehler had. | remember Shawna saying the investor files were still at the houseina

drawer. We would like to get those before she leaves. | can meet her at the house to make is easy for her. Can you
contact her and see what she wants to do please. Is tomorrow morning good to pick up the boxes from your office? Has
any decision been made regarding the computer. 1would like to pick that up at the same time if possible. Thank you for
all your help with this matter.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e~mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

CH_0009085
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William Woerner

From; Beauchamp, David G. <DBeauchamp@ClarkHill.com>
Sent: Thursday, August 11, 2016 546 PM

Tou Gary Clapper

Ca

Kevin R, Meitt (kmerritt@gblaw.com); James F. Polese (Jpolese@gblaw.com); Sifferman, Mark $; Wendy Coy
Subject: RE: Densco

Gary:

1just talked to Shawna's new attorneys, Jim Polese and Kevin Merritt, and they agree with the statements from 2 couple of the attoreys for the Investors and
attorneys for other related parties. All of them want us to follow a different procedure with respect to the DenSco doctments. Jim Polese will be sending a

letter to you with the specifics of the procedura that we would like to follow concerning the documents and Information that has been requested, including
what has already been provided.

First, | have now been informed that the boxes you afready have from Robert Koehler contain more than just the documents evidencing the "good™ loans to the
borrowers who are current In their payments. Those files also contain some of the loans connected with Scott Menaged and his entities, as well as some
cornmunication with legal counsel that should have been removed and added to a privilege log. We request that we be zllowed to have those files picked up by
a service to make copies of the documents, “hate stamp” the copies and silow us to review the documents for potentlally privileged communications, and then
have the coples (without the privileged documents) sent to you along with the privilege log. In addition to the concern about possibly privileged
communications, we are also concerned that original llen release documents are in these files and we will naed to be abie to deliver the applicable release
documentsto a title company upon a pay-off of current loans, Otherwise, DenSco could be liable to the applicable borrowers during this Interim time period
until the Receiver is appointed who will then be shle to handle these business obligations for DenSco.

Second, | have also now been informed that the approximately 51 boxes in my office do contain more than just the previous loans that have been paid off. We
2 would like to retain the applicable boxes for the time period since 2011 to the present, so that we can review those boxes for privileged communications and to
O prepare & privilege log. We wiil have the documents in the boxes for 2011 to the present copied and “bate stamped” 50 that the coples (without the privileged

S documents®) can be delivered to you along with the privileged log. The boxes with documents applicable to the period prior to 2011 will be available for pick-up
¥ tomorrow as you requested.
o

&

Third, the investor files at the house of Denny Chittick will need to be reviewed for privileged communications and to prepare a privilege log. The documents
% will then be copled and “bate stamped” and dativered to your office (without the privileged documents”) along with the privileged log.

%Fourth, the computer used by Denny Chittlck does not only contaln personal information, but it contains many emails that are appropriately deemed to contain

gprivileged communications on several matters. We will need to review the material on the computer and prepare the necessary privilege log. As we discussed

" yesterday, we believe that Denny Chittick downloaded the current financial Information of DenSco and its outstanding loans to the borrowers in a file In Drop
Box, as wel as a list of the names, emall addresses and malling addresses of DenSco’s current investors. We are making arrangements to have the information

1
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on the files in Drop Box forwarded to you as soon as possible. We will also work with a computer expert to have the non-privileged communications and DenSco
files downloaded and provided to you on one or more computer disks along with a privileged log.

Please know that | have tried to get back to you as soon as | could after obtaining the instructions of the relevant parties in this matter. If you have any
questions, please let me know.

Sincerely, David

David G, Beauchamp

CLARK HILL PLC

14850 N Scoltsdale Rd | Suite 500 | Phoenix, Arizons 85254
480.884.1126 {direct) | 480.684.1168 {fax) | 602.319.5602 {celi)

dbeaychamo@dakhil.com | www,clarkhill,com

From: Gary Clapper [mallto:GRC@azcc.gov]
Sent: Thursday, August 11, 2016 3:42 PM
To: Beauchamp, David G.

Subject: RE: Densco

| can use our evidence sheets that we use when we do search warrants if that is acceptable. 1 will bring the boxes for the records at the house.

From: Beauthamp, David G. [mailto;DBeauchamp@ClarkHill.com
Sent: Thursday, August 11, 2016 3:40 PM

To: Gary Clapper <GRC@azcc.gov>
Subject: RE: Densco

Gary:

Wﬁ you have one that can be readily used, that would help. | have a message into one of our legal assistants for this, but she is not available this afternoon, Since
Owe do nat know specifically what is in the boxes, this is really a formality.
o Y

o
m._.:m:_ﬂ: David
™

._tmsn G. Beauchamp

DCLARK HILL PLC

3444850 N Scotlsdale Rd } Suite 500 | Phoenix, Afizona 85254

£2180.684.1128 (direct) | 480.684.1166 {fax) | 602.318.5602 (cet)
aa arkhi i

E&E@B_EEFE

AN
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Froms Gary Clapper [mallto:GRC@arce gov] )

Sent: Thursday, August 11, 2016 3:38 PM
To: Beauchamp, David G,
Sublectk: RE: Densco

Sounds goad. Are you doing the receipt for us to sign or do you want me to do one?

From: Beauchamp, David G. [mailto:Dfeauchamp@CiarkHill com)
Sent: Thursday, August 11, 2016 3:36 PM

Ta: Gary Uapper <GRC@azcc.pov>

Ce: Lavender, Sandy J. <Slavender@ClarkHill.com>; PHX Office Services <PHXOHigeServi ClarkHHll.com>
Subject: RE: Densco

Gary:

| have reached out to Shawna but | have not yet been able to talk to her. With respect to the baxes in my office, those boxes will be available after B:00 am
tomorrow maerning.

1 need to receive confirmation from Shawna or her ettamey concerning the computer and her availabliity at the house for the investor files. When you are able

to get the flles from Shawna, please bring boxes, because | forgot to give banker's boxes to Shawna yesterday. in addition, we will need signed receipts signed
to evidence your recefpt of the boxes and the files from Shawna {and hopefully the computer),

Regards, David

David G. Beauchamp

CLARK HILL FLC
14350 N Scoligdale R4 | Suite 500 | Phoenlx, Arizona 85264
TAB0.684.1128 (diroct) | 480.684.1168 (i) | 602.210.5602 (cel)
| et clankhil gom

o

m: Gary Ctapper G

t: Thursday, August 11, 2016 2:28 PM
“a: Beauchamp, David G.
~fubject: Densco

o
§I David,

e have the files Robert Koetler had. | remember Shawna saying the investor files were still at the house in a drawer. We would like to get those before she
leaves. 1canmeet har at the house to make Is easy for her. Can you contact her and see what she wants to do please. Is tomorrow moming good to pick up the

3.
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boxes from your office? Has any decision been made re
help with this matter.

LEGAL NOTICE: This e-mail, along with any attachment(s),

erTor, please notify us immediately by reply ¢-mail and then delete this message from your system. Please do not cop
disclose its contents to any other person. Thank you for your cooperation.

y098# 9illd  06¥S0000V

garding the computer. | would like to pick that up at the same time if possible. Thank you for alf your

is considered confidential and may be legally privileged. If you have received it in
y it or use it for any purposes, or
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Beauchamp, DavidG.

From: Wendy Coy <WC®@azcc.govs

Sent: Friday, August 12, 2016 12:31 PM

To: James F. Polese; Kevin R. Merritt; Beauchamp, David G.
Cc: ‘shawnaseverest@gmail.com’; Gary Clapper

Subject: RE: DenSco Investrment Corporation

Mr. Polese, Mr. Merritt and Mr. Beauchamp —

Thank you for your correspondence. Mr. Polese you indicate that you have been retained by Ms. Heuer, the
personal representative for the Estate of Denny J. Chittick, deceased. However, you fail to indicate if you also
represent the entity, DenSco Investment Corporation. The subpoena was directed to the Custodian of
Records for DenSco Investment Corporation. Please advise if you have been retained as DenSco’s. If not,
please notify me who represents DenSco.

Thank you.

Wendy Coy

Director of Enforcement

Arizona Corporation Commission
Securities Division

1300 W. Washington, 3™ Floor
Phoenix, Arizona 85007
(602)542-0633

From: Patti Meloserdoff {mailto:pmeloserdoff@gblaw.com] On Behalf Of James F. Polese

Sent: Friday, August 12, 2016 11:57 AM

To: Wendy Coy <WC@azcc.gov>; Gary Clapper <GRC@azcc.gov>

Cc: James F. Polese <jpolese@gblaw.com>; 'shawnaseverest@gmail.com' <shawnaseverest@gmail.com>;
'dbeauchamp@clarkhill.com’ <dbeauchamp@clarkhill.com>; Kevin R. Merritt <KMerrit@gblaw.com>
Subject: DenSco Investment Corporation

Ms. Coy and Mr. Clapper, please see the attached letter from James Polese.

Patti Meloserdoff
Legal Assistant
602.256.4480 Direct | pmeloserdoff@qgblaw.com

GAMMAGE & BURNHAM

2 North Central Ave., 15th Floor | Phoenix, AZ 85004
£02.256.0566 | 602.256.4475 Fax | www.ablaw.com

This message and any of the atiached documents contain infarmation fram the w firm of Gammage & Burnham, P.LC. that may be confidential
andfor privileced, TF you sre not the intendad racipiant, you may not read, copy, distribula, or use s infrrnation, and no priviepe has been walved
by your inadvertent receipt. If you have received this transmission in emor, please notify the sender by reply e-madl snd then delete this message.
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Message EXH'C';O' q
: ' ~\lp—)
From: James F. Polese [jpolese@gblaw.com) Kelly 5. Gglesby CR 50178
Sent: 8/12/2016 3:01:59 PM
To: "Wendy Coy' [WC@azcc.gov]
cC: ‘shawnaseverest@gmail.com' [shawnaseverest@gmail.com); Gary Clapper [GRC@azce.gov]; Kevin R. Merritt
[KMerritt@gblaw.com]; Beauchamp, David G. {dbeauchamp@dclarkhill.com]
Subject: RE: DenSco Investment Corporation
Ms. Coy:

1think we can get our list of acceptable receivers by Monday afternoon. | may not have CVs but you will have the list.

i don’t think we need further collogquy on the issue of the production. As | am sure you are aware when you have 2 one
person entity. Differentiating between what is personal and what is corporate becomes blurry. | know of only the single
{aptop that was used for both. Who actually is the owner — | don’t know.

i do want to reiterate that our client has instructed us to work as cooperatively as possible with you and with investors
n the effort to unravel this mess. It remains our view at this point in time from what we have seen that DenSco and Mr.
Chittick were the victims of a fraud, not the perpetrators.

James F. Polese

602,256,4499 Direct | 602.405.3807 Mobile

jpolese@qgblaw.com

From: Wendy Coy [mailto:WC@azcc.gov]

Sent: Friday, August 12, 2016 2:49 PM

To: James F. Polese

Cc: 'shawnaseverest@gamail.com'; Gary Clapper; Kevin R. Merritt; 'dbeauchamp@ciarkhill.com’
Subject: RE: DenSco Investment Corporation

Mr. Polese —

Thank you for your prompt response. The Securities Division needed to clarify the representation of the
DanSco. Also, | wanted to address a couple of points in your email.

It s my understanding that Mr. Chittick’s personal laptop is also the corporate computer and contains corporate
records. If there is a separate corporate computer, please let us know. The Securities Division does not need
or want any of the personal information of Mr. Chittick. However, if there is corporate information within the
personal information, | believe that would be covered by the subpoena.

| believe | indicated to Mr. Beauchamp that | understood the position stated by counsel on the documents.

As to the appointment of the receiver, | appreciate the position that the estate is willing to work with the
Securities Division on the appointment of a receiver. [ did discuss two possible receivers with Mr. Beauchamp
last Wednesday. Both have worked with this office before and have good reputations for controlling expenses.
The Securities Division believes either would be appropriate to appoint on this matter | am able to forward
their CV's and fee schedules if you would like the informaticn. We are more than willing to consider any one
you suggest.

CH_0002014



Due to the precarious situation DenSco is in, the sconer we can move forward with a receiver the better. With
that being said, if possible would you be able to provide me your receiver suggestions by Monday afternoon?

i would be willing to discuss any of these issues with you in person or over the phone at any time. | will be
checking emails throughout the weekend. ! plan to be in the office Saturday moming.

if there is anything else, please let me know.

Wendy Coy

Wendy Coy

Director of Enforcement

Arizona Corporation Commission
Securities Division

1300 W. Washington, 3" Floor
Phoenix, Arizona 85007
(602)542-0633

From: James F. Polese [maiito:ipolese@gblaw.com]
Sent: Friday, August 12, 2016 1:53 PM

To: Wendy Coy <WC@azcc.gov>

Cc: 'shawnaseverest@gmail.com’ <shawnaseverest@gmail.com>; Gary Clapper <GRC@azcc.gov>; Kevin R. Merritt
<KMerritt@gblaw.com>; ‘dbeauchamp@ciarkhill.com' <dbeauchamp@clarkhill.com>

Subject: RE: DenSco Investment Corporation

Ms. Coy:

As my letter made clear, we are counsel for the estate, As we understand it, Mr. Beauchamp remains as counsel for
DenSco, if for no other reason than there is no mechanism in place to make any change.

Your email states that the subpoena is directed to DenSco but in your meeting with our client you apparently stated that
you intended any documents that were personal to Mr. Chittick relating to investors, whether or not corporate records,
to be within the scope of the subpoena, including his personal laptop.

Even if your subpoena sought only corporate documents, our involvement would nonetheless be mandated. DenSco had
a single owner, officer and director. With his death the only owner of the company is the estate. While our client has no

interest in running the company pending the appointment of a receiver, matters must be addressed, such as the
Division’s subpoena.

The reason the estate has taken the lead with respect to compliance with the subpoena is that Mr. Beauchamp and
Clark Hill find themselves in somewhat of an awkward position, given the wild allegations being made. Mr. Beauchamp
is caught between continued representation and not wishing to be accused of acting in & way that compromises the
company in any way, such as the loss of the attorney client privilege. Accordingly, whether this firm takes the lead or
Clark Hill, the procedures for the review of the corporate records for attorney dient privilege, the preparation of the
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privilege log and the delivery of disks that contain the responsive documents of the corporation to the subpoena is going
to be followed and the expense thereof will be borne by the corporation — a fact to which you acknowledged in your
conversation with David Beauchamp today.

We anticipate that the boxes containing the post-2011 documents will be delivered either late today or Monday. As 1
noted in my letter, we will do the review for privilege and arrange for the production as expeditiously as possible.

[ trust this addresses the matters raised in your email.

We have had further discussions with Mr. Beauchamp about his conversation with you today about the appointment of
areceiver. As my letter to you inferred, we fully expect that a receiver will be appointed. We wish that it would be
otherwise since, in my experience, a receiver is both incredibly inefficient and expensive and in the final analysis of little
benefit to the investors. But our client has neither the time, inclination nor experience to step into the role of active
management. She recegnizes that a receiver will be needed.

{understand that you asked David if the estate would stipulate to the appointment of a receiver if we had input into the
appointment. Although we have not expressly discussed this with our client, we believe that the estate would be willing
to enter into such a stipulation provided that receiver was one with whom the estate was comfortable. In that regard, |
will tender to you a list of individuals early next week that | think would be acceptable to the estate.

Please let me know if you have any further questions.

James F. Polese

602.256.4499 Direct | 602.405.3807 Mobile

jpolese@gblaw.com

From: Wendy Coy [mailto:WC@azcc.gov]

Sent: Friday, August 12, 2016 12:31 PM

To: James F. Polese; Kevin R, Merritt; 'dbeauchamp@clarkhill.com'
Cc: 'shawnaseverest@gmail.com'; Gary Clapper

Subject: RE: DenSco Investment Corporation

Mr, Polese, Mr. Meriit and Mr. Beauchamp ~

Thank you for your correspondence. Mr, Polese you indicate that you have been retained by Ms. Heuer, the
personal representative for the Estate of Denny J. Chittick, deceased. However, you fail to indicate if you also
reprasent the entity, DenSco Investment Corporation. The subpoena was directed to the Custodian of
Records for DenSco Investment Corporation. Please advise if you have been retained as DenSco's. If not,
please nofify me who represents DenSco,

Thank you.

Wendy Coy

Director of Enforcement

Arizona Corporation Commission
Securities Division

1300 W. Washington, 3™ Floor
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Phoenix, Arizona 85007
(602)542-0633

From: Patti Meloserdoff [mailto:pmeloserdoff@gblaw.com] On Behalf Of James F. Polese

Sent: Friday, August 12, 2016 11:57 AM

To: Wendy Coy <WC@azcc.gov>; Gary Clapper <GRC@azcc.gov>

Cc: lames F. Polese <jpolese@pblaw.com>; 'shawnaseverest@gmail.com’ <shawnaseverest@gmail.com>;

‘dbeauchamp@clarkhill.com' <dbeauchamp@dlarkhill.com>; Kevin R. Merritt <KMerritt@gblaw.com>
Subject: DenSco Investment Corporation

Ms. Coy and Mir. Clapper, please see the attached letter from James Polese.

Patti Meloserdoff
Legal Assistant
602.256.4480 Direct | pmeloserdoff@gblaw.com

GAMMAGE & BURNHAM

Workd Closs Coormel 2rfrona Bons.
2 North Central Ave., 15th Roor | Phoenix, AZ 85004
602.256.0566 | 602.256.4475 Fax | www.gblaw.com

This piessage and any of ibe afleched documenls confal ifoqmilan freza e faw fin oF Guamage & Burban, PG el imay be coolimitid
satior privieged. I you are ot the inweaded revipient, you mady ol resd capy Giiriete, o use IS infivraation, and ae priviege hor hoon swaived
By your madverimil recelnl, I you bave recelved Uis Banwass i @ons )Maase noldy $he sender by reply e-wiad ard Fen detele U ronssagn,
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Kolty 8. Oglesby GR 50178
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L 4
William Woerner
From: Beauchamp, David G. <DBeauchamp@ClarkHill.com>
Sent: Friday, August 12, 2016 3:24 PM
Tex Wendy Coy
Cc Gary Clagpey, Kevin R. Merritt (kmerritt@gblaw.com)
Subject: FW: payoff requests for Densco
Wendy:

Borrowers have requested pay-off amounts due and for releases for the lozns secured by the houses at the following addresses:

loan no. 7964

1720 W. Windsong Dr.

Lawyers Title Request

Stacy Webb stacywebb(@ltic.com
loan no. 8110

11468 W. Madisen Ellise Dr.
Lawyers Title Request

Laura Radmer fradmen@Itic.com
loan no. 7965

1218 W, 15th St

Chicago Title request

SPatricis Crawford patricia.crawford@ctt.com
@]

§!oan no. 8070
310449 W. Echo La,

-*Borrower direct request: Kenncth Nguyen fandejec@yahoo.com

%!loan no. 8108
22448 W, Kiva
Sand
Eloan no. 7694
6713 E. Paim
Borrower direct request: Barry Luchtel barry@kayakeapital.com
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Please let me know if you are able to find the necessary original lien releases and what will be the best procedure to get those lien releases to the ri d

h
connection with a pay-off of the lpans. Eht people in
Sincerely, David

David G. Beauchamp

CLARK HILLPLC

14850 N Scoltsdsie Rd | Sulte 500 | Scotisdale, Astzona 85254
480.684.1126 (direct) | 480.884.1166 (fax) | 602.319.5602 (cell)
dbeauchamp@ctarkhill.com | www.clakhiil.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, 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 [n 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.

LEGAL NOTICE: This e-mail, along with any attachment{s), is considered confidential and may be legally privileged. If you have received it In error, please notify

us immediately by reply e-mail and then delete this message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any
other person. Thank you for your cooperation.

$008# 9l T6¥S00DJV
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Beauchamp, David G.
Kelly S. Oglesby CR 50178

From: Kevin R. Merritt <KMerritt@gblaw.com>
Sent: Friday, August 12, 2016 4:25 PM

To: Beauchamp, David G.; Wendy Coy

Cc: Gary Clapper

Subject: RE: payoff requests for Densco

That process is fine with me,

Kevin R. Mermritt
602.256.4481 Direct | KMerrjtt@qblaw,.com

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Friday, August 12, 2016 4:24 PM

To: Wendy Coy
Cc: Gary Clapper; Kevin R, Merritt
Subject: RE: payoff requests for Densco

Wendy:

Monday will have to be soon enough. Unless Kevin disagrees, this is one of the specific tasks that Denny left in his
instructions for me to do with Robert. The borrowers and title companies were all provided instructions to contact
Robert or me. Accordingly, please have the files delivered to my office for me to deal with the pay-offs and the releases.

Thank you.
Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scoltsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (call)
dbeauchampi@clarkhill.com | www,clarkhill.com

From: Wendy Coy [mailto: aze
Sent: Friday, August 12, 2015 4:01 PM
To: Beauchamp, David G.

Ce: Gary Clapper; Kevin R. Merritt (kmerritt@gblaw.com)
Subject: RE: payoff requests for Densco

Is Monday soon enough? Where do we deliver the files?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.coml
Sent: Friday, August 12, 2016 3:24 PM

To: Wendy Coy <WC@azcc.gov>

Cc: Gary Clapper <GRC{@azcc.gov>; Kevin R. Merritt (kinerritt@gblaw.com) <kmerritt@gblaw.com>
Subject: FW: payoff requests for Densco

Wendy:

DIC0009560
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“"s plrrowers have requested pay-off amounts due and for releases for the loans secured by the houses at the following

addresses:

loan no. 7964

1720 W. Windsong Dr.

Lawyers Title Request

Stacy Webb stacywebb(@ltic.com
loan no. 8110

11468 W. Madisen Ellise Dr.
Lawyers Title Request

Laura Radmer |radmer@itic.com
loan no. 7965

1218 W. 15th St.

Chicago Title request

Patricia Crawford patricia.crawford@ectt.com
loan no. 8070

10449 W. Echo Ln.
Borrower direct request: Kenneth Nguyen fandejee@yahoo.com

loan no. 8108
2448 W. Kiva
and

lean no. 7694
6713 E. Palm

Borrower direct request: Barry Luchtel barry@kayakeapital.com

Please let me know if you are able to find the necessary original lien releases and what will be the best procedure to get
those lien releases to the right people in connection with a pay-off of the loans.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Scottsdale, Arizona 85254
480.584.1126 (direct) | 480.684.1166 (fax) | 602.318.5602 (cell)
dheauchamp@clarkhill,com | www,clarkhiil.com

This electronic mail message contains information which is {2) 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 persan 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.
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T L%GAL NOTICE: This ¢-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

DIC0009562



From: Wendy Coy <WC@azcc.gov>

Sent: Friday, August 12, 2016 4:27 PM

To: Beauchamp, David G.; Kevin R. Merritt (kmerritt@gblaw.com)
Ce: Gary Clapper

Subject: RE: payoff requests for Densco

Ok. At this point the files are locked up and | will have the specific files pulled on Monday morning and
delivered to you ASAP. Thanks.

— o 4 Akt e ir— —

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Friday, August 12, 2016 4:24 PM

To: Wendy Coy <WC@azcc.gov>

Cc: Gary Clapper <GRC@azcc.gov>; Kevin R. Merritt (kmerritt@gblaw.com) <kmerri biaw.com>
Subject: RE: payoff requests for Densco

—— ———

Wendy:

Monday will have to be soon enough. Unless Kevin disagrees, this is one of the specific tasks that Denny left in his
instructions for me to do with Robert. The borrowers and title companies were all provided instructions to contact
Robert or me. Accordingly, please have the files delivered to my office for me to deal with the pay-offs and the releases.

Thank you.
Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scotisdale Rd | Suite 500 | Phoenlx, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (call)
dbeauchamp@ctarkhill com | www.clarihill.com

From: Wendy Coy [mailte:WC@azee.gov]
Sent: Friday, August 12, 2016 4.01 PM

To: Beauchamp, David G.

Cc: Gary Clapper; Kevin R. Merritt {(kmerritt@gblaw.com)
Subject: RE: payoff requests for Densco

is Monday soon enough? Where do we deliver the files?

From: Beauchamp, David G. [mailto:DBeauchamp @ClarkHill.com}
Sent: Friday, August 12, 20156 3:24 PM
To: Wendy Cay <WC@azcc.gov>

Cc: Gary Clapper <GRC@azcc.gov>; Kevin R. Merritt (kmerritt@gblaw.com) <kmerritt@gblaw.com>
Subject: FW: payoff requests for Densco

Wendy:

Borrowers have requested pay-off amounts due and for releases for the loans secured by the houses at the following
addresses:

DIC0009557



loan no. 7964

1720 W. Windsong Dr.

Lawyers Title Request

Stacy Webb stacywebb(@ltic.com

loan no. 8110

11468 W. Madisen Ellise Dr,
Lawyers Title Request

Laura Radmer lradmer@ltic.com

loan no. 7965
1218 W. 15th St.
Chicago Title request

Patricia Crawford patricia.crawford@gtt.com

loan no. 8G70
10449 W, Echo Ln.

Borrower direct request: Kenneth Nguyen fandejee(@yahoo.com

loan no. 8108
2448 W, Kiva
and

loan no. 7694
6713 E. Palm

Borrower direct request: Barry Luchtel barry@kavakcapital.com

Please let me know if you are able to find the necessary original lien releases and what will be the best procedure to get
those lien releases to the right people in connection with a pay-off of the loans.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scoltsdale Rd | Suite 500 | Scottsdale, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)
dbaauchamp@elarkhill.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. If you are not the addresses, or the person responsibie for defivering 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,

DIC0009558



LEGAL NOTICE: This e-mail, along w1th any attachment(s), is considered confidential and may be legally
privileged. If you have received it in erfor, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

DIC0009559
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William Woerner

From: Beauchamp. David G. <DBeauchamp@ClarkHill.com>
Sent: Monday, August 15, 2016 9:21 AM

To: Gary Clapper

Subject: fle: Densco

Gary:

I only have access to some of DenSco's files, Desplte my requests, Denny Chittick did not request for All of DenSco's previous files to be transferred to me. In
addition, Denny stopped our efforts to do an updated offering memorandum in 2013, so the Initial work on that was never finalized. Denny also did not angage
us to prepare an amendment to the offering document or to prepare & new disclosure document despite several conversations about that Issue.

Sincerely, David Beauchamp

Sent from my IPhone. Please excuse any typos.

On Aug 15, 20186, at 7:54 AM, Gary Clapper <GRC@®azcc.gov> wrote:

HI David,

We are getting the documents together on the files you requested and hope to get them to you this moming. A couple of questions. Canwe
please get a copy of the forbearance agreement. Since the offering document is updated every two years can we please get copies of all of
them. Please give me 2 call if you have any questions,

Gary Clapper

POSB# Alld  96¥S0000V

{602) 542-0152

LEGAL NOTICE: This e-mail, along with any attachrment{s), Is considered confidential and may be legally privileged. if you have received it In error, please notify

us immediately by reply e-mait and then delste this message from your system. Please do not copy it or use it for any purposes, ar disclose Its contents to any
other person. Thank you for your cooperation.
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Beauchamp, David G.

From: Kevin R. Merritt <KMerritt@gblaw.com>

Sent: Monday, August 15, 2016 3:54 PM

To: James F. Polese; "Wendy Coy’

Ce: ‘shawnaseverest@gmail.com', Gary Clapper; Beauchamp, David G.
Subject: RE: DenSco Investment Corporation

All,

As a matter of clarification, | believe Scott’s last name is spelied “Menaged,” and Scott is his middle name. [ believe that
his full name is Yomtov Scott Menaged.

Kevin

Kevin R. Merritt
602.256.4481 Direct | KMeyzitt@ablaw.com

From: James F. Polese

Sent: Monday, August 15, 2016 12:44 PM

To! "Wendy Coy'

Cc: 'shawnaseverest@gmail.com’; Gary Clapper; Kevin R, Merritt; ‘dbeauchamp@darkhill.com’
Subject: RE: DenSco Investment Corporation

Ms. Coy:

1 have spent a fair amount of time talking to counsel - both in house and outside -- as to the suitable fit for receiver. |
have also spoken with a number of possible choices as well.

It seems to me that the receiver should be one who is more focused on real estate mortgage instruments and collecting
and liquidating the portfolio rather than accounting expertise; ! do not believe this case is going to be similar to
Mortgages Limited with records that are a mess or where things were hidden to hid a fraud; we understand that the
records of DenSco are quite good from a bookkeeping standpoint. Besides, a receiver can farm out any needed forensic
accounting work.

You had suggested Peter Davis or James Sell. Neither of these individuals would be acteptable to the estate. | have a
low regard for Mr. Davis and Mr. Sell’s expertise is much mare focused on forensic accounting and | have heard that he
has had some issues with billing.

The estate would be comfortable and in fact would recommend that the stipulated receiver be Mr. Thomas

Giallanza. His CV is attached. He is 2 former deputy superintendent for the Arizona Department of Financial Institutions
and most important he has been the receiver in the Landmarc Capital case — the facts of which are strikingly similar to
the issues that will be faced with respect to DenSco.

Almost as important is his philosophy. He would be much more focused on collecting on the loans that are outstanding
and coltectible rather than “juicing up” the investors with unrealistic promises of {itigation, etc. While litigation may be
selected as an option that needs to be pursued, that is not his “default” reflex. That is how he has operated in

the Landmarc Capital case and as a result the investors recovered a very large portion of their investment.

DIC0011343
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#Since Mr. Giallanza's CV does not recite his billing rate he indicated to me that it would be no more than $185/hour-a

rate that is substantially less than almost every other candidate that | have considered. | have asked him to email a
confirmation of his hourly rate and will remit to you when received.

Finally, neither | nor this firm - to my knowledge - has any prior relationship with Mr. Giallanza.
Thus the estate is prepared to enter into a stipulation for the appointment of Mr. Giallanza as the receiver for DenSco.

Please advise me if you have any objection to his appointment and the reasons therefore. if need be, we could discuss
alternatives but i do want to make clear that | believe he is best suited for the role of receiver.

There are a couple of other issues that { believe should be part of any stipulation for the appointment of receiver:

1. Privilege. It is my view and that of Dave Beauchamp, Denny viewed David as both his company attorney and
personal attorney. Therefore both the receiver and the estate should be recognized to have standing to assert
any attorney client privilege with respect to documents that were delivered to the State or which may be
involved in any litigation. Thus, the receiver must agree that the receiver will not have the ability to unilaterally
waive privilege with respect to any matter which the estate believes is also a personal privilege to Denny Chittick
or the estate,

2. Claims Against Managed. We understand that the current view is that Scott Managed is the culprit with respect
to the losses suffered by DenSco and thus the receiver must understand that he must promptly file a claim in the
Managed bankruptcy to assert a creditor’s clzim and more importantly take the necessary steps to contest the

dischargability of Managed.

Piease let me know your thoughts on any of the foregoing.

James F. Polese
6072.256.4499 Direct | 602.405.3807 Mobile
jpolese@ablaw.com | Brofile

GAMMAGE & BURNHAM

YVortd Class Cousel, o Boats,

2 North Central Ave., 15th Flcor | Phoenix, AZ 85004
602.256.0566 | 602.256.94475 Fax | www.ablaw.com

mmmMyMManmmmmmmw&md&mmaMRLc that may be conlidential
andfor peiviieged. If you are ot the intiended recplent, you may not read, copy, distribts, or use this information, and #o prvilege has beert walved
By your inscvertent recelpt. nmrammmmEWMhmmmrymmaymmxmmm this message.
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iy 8. Oglesby CR 50178

ARIZONA CORPORATION COMMISSION ol

Wendy Coy, #013195

1300 West Washington, 3% Floor
Phoenix, Arizona 85007
Attorney for Plaintiff

Telephone: (602) 542-0633
weoy@azee.gov

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT

ARIZONA CORPORATION COMMISSION ) Ne. cv o llo- D414 L
)
Plaintiff ) ORDER GRANTING MOTION FOR
) EXPEDITED HEARING ON
v. ) APPLICATION FOR PRELIMINARY
) INJUNCTION AND APPLICATION FOR
DENSCO INVESTMENT CORPORATION, an) THE APPOINTMENT OF A RECEIVER
)
Defendant. %
)}
)

Order granting the Plaintff, the Arizona Corporation Commission’s (“ACC”), Motion for
an Expedited Hearing, and the ACC, having filed a Verified Complaint and an Application for

Preliminary Injunction and Appointment of a Receiver, the Court sets this matter for hearing on
1
Eﬁl/d ff kg 201604 1000 am, EC. 101 1. Sebfarspn St
DATED this V] day of August, 2016.
Honorable__ Lot Worn Sutkamantk

Judge of the Superior Court

CH_0008500
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ARIZONA CORPORATION COMMISSION
Wendy Coy, #013195

1300 West Washington, 3" Floor

Phoenix, Anizona 85007

Attorney for Plaintiff

Telephone: {602) 542-0633

weoy(@azee.gov

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT
ARIZONA CORPORATION COMMISSION g No. CV_(CVY 201 =45 4147
Plaintiff } VERIFIED COMPLAINT

Y.

e

DENSCO INVESTMENT CORPORATION, an)
Arizona corporation

Defendant.

LJ‘\-.-’\..JWVV

For its Complaint against Defendant, Plaintiff, the Arizona Corporation Commission,
pleads as follows;

1, Plaintiff, the Arizona Corporation Commission (“ACC”), is a2 governmental entity
charged with enforcing the Securities Act of Arizona, A.R.S. § 44-1801 er seq.(“Securities Act™),

2, Defendant DenSco Investment Corpotation (“DenSco”), is incorporated in the state
of Arizona since April of 2001.

3. DenSco resided in and/or conducted business within or from Maricopa County,
Arizona at all relevant times.

4, The ACC brings this action pursuant to A.R.S. § 44-2032.

S, Venue is proper in this County pursuant to A.R.S. §§ 44-2031(B) and 44-2032(4).

CH_0008501
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6. Since at least 2009, DenSco “has been . . . engaged primarily in funding the
purchase of houses through preforeclosure process, foreclosure sales and funding and purchasing
construction loans, all of which will be secured by real estate deeds of trusts.” To fund the
purchase of the real estate, DenSco raised money from investors.

7. Since at least 2009, investors received a Confidential Private Offering
Memorandum (“offering document™) from DenSco before or at the time of investment.

8. DenSco’s offering documents gave individuals the opportunity to invest in
General Obligation Notes (*Notes”) of DenSco. The Notes were to be “secured by a general
pledge of all assets owned by or later acquired by the Company.” DenSce’s largest assets would
be in Trust Deeds. DenSco was to maintain a loan-to-value ratio at 70% percent or below in the
agpregate for all loans in the loan portfolio. The Notes will receive interest only payments during
the term and principal paid at maturity. Interest may be paid monthly, quarterly or at maturity.

9. According to the DenSco website, “DenSco will target the funding of Trust Deeds
on Real Estate that is highly marketable, has sufficient equity, and the borrower is competent in
fuifilling the obligation of the note; while providing investors a constant rate of return on their
investment backed by a diversity of these properties with a strong loan-to-value ratio, Most of
these loans will be to Residential and Commercial Foreclosure Specialists that will renovate and
then flip the properties in a relatively short period of time.”

10.  The Lending Guidelines listed on DenSco’s website specifically state “First
Position ONLY!” The Lending Guidelines further stated that DenSco would lend up to 60% to
70% of the value of the property. DenSco represented to investors that borrowers were required
to put at least 20% down on the home purchase and DenSco would have a first position security
interest in the real estate. Therefore the investors are protected even if the borrower defaults.

11.  Although, the offering document specifically states that “Trust Deeds have a loan-
to-value ratios, no greater than 70 percent but with an objective goal of 50 percent to 60 percent,”

at least one borrower received loans totaling 100 percent of the loan-to-value.

CH_0008502



th A W

A"~ T - - T S B - Y

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

12.  Upon information and belief, starting in about 2013, Densco started providing
investor funds to a borrower without obtaining a first position deed of trust on the real property.
This activity involved about 80 {oans totaling at least $28 million. This is contrary to what was
explained to investors and contrary to the description in the offering documents and website.
Further, the same borrower obtained an unsecured loan of over $14 million from DenSco.

13.  Also in about 2013, DenSco stopped accepting new investors and accepting new
investments from current investors.

14,  Upon information and belief, prior to October 2015, DenSco and the borrower
desctibed above reached a forbearance agreement. In about October of 2015, the borrower failed
to make its payments and then filed for protection under Chapter 7 of the U.S. Bankruptcy Code.

15.  After October of 2015, upon information and belief, DenSco began accepting
investor funds again. Upon information and belief, no disclosure was made to those investors that
DenSco entered into a forbearance agreement with a large borrower, a borrower had failed fo
make payments on previous loans and a borrower was provided a large unsecured loan, Further,
DenSco failed to inform investors that it was not in a first position on many deeds of trust,

16, According to company records, as of about July 28, 2016, DenSco had 138 loans

outstanding. DenSco’s assets are as follows':

* 50 of the loans appear to be secured with first position deeds of trust and will be
liquidated within 60 days. The value is about $4.9 million.

¢ 5 of the loans appear to be secured with first position deeds of trust but will
require foreclosure or collection. The value is about $1.9 million.

s 83 of the loans appear to be unsecured and to one borrower. The value of these
Joans is about $28 miliion.

» There is a loan of over $14 million that is unsecured from the same borrower,

' The above figures are based upon company records and have not been independently verified.

CH_0008503
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+ The bank account of DenSco contains approximately $1.0 million.

e As of June 2016, the investor balance was over $51 million.

17.  Since at least 2009, DenSco, directly or indirectly, raised at least $50 million
through at least 103 investors.

18.  The notes offered and sold by DenSco are securities as defined under A.R.S. §44-
1801(26).

COUNT ONE
VIOLATION OF A R.S. § 44-1991
(Fraud in Connection with the Offer or Sale of Securities)

19.  The ACC incorporates by reference all allegations set forth in paragraphs 1 through
18 of the Complaint.

20.  In connection with the offer or sale of securitics within or from Arizona, DenSco
directly or indirectly, made untrue statements of material fact or omitted to state material facts which
were necessary in order to make the statements made not misleading in light of the circumstances
under which they were made; or engaged in transactions, practices or courses of business which
operated or would operate as a fraud or deceit upon offerees and investors. DenSco’s conduct
includes, but is not limited to, the following;

a. Upon information and belief, since at least 2009, misrepresenting to
investors that DenSco would provide loans up to 70% of the value of
the property, when in facl, with at least one borrower DenSco made
$28 million in loans at 100 percent of the value of the property.

b. Upon information and belief, since at least 2009, failing to disclose
to investors that many loans were not secured with a first position

deed of trust.

CH_0008504
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e. Failing to disclose to investors after October 2015, that at least one
borrower had failed to make payments on over $28 million in loans.
d. Upon information and belief, failing to disclose to investors that
DenSco provided a borrower an unsecured loan valued at over a §14
million.
21.  This conduct violates AR.S. § 44-1991.
COUNT TWO
(Appointment of Receiver and/or Conservator)
22.  The ACC incorporates by reference all allegations set forth in paragraphs 1 through
21 of the Complaint.
23, Pursuant to ARS. §§ 44-2032(4) and 44-2011 er seq., the ACC requests this Court
appoint a Receiver on an interim basis to take control of the assets of DenSco and to marshal and
preserve its assets for the benefit of its defrauded investors.

COUNT THREE
(Injunctive Relief)

24.  The ACC incorporates by reference all allegations set forth in paragraphs 1 through
23 of the Comptaint.

25.  Pursuant to A.R.S. §§ 44-2032(2) and 44-2013(A), the ACC requests this Court to
issue a preliminary injunction restraining DenSco, and its officers, agents, servants, employees,
attorneys, and all persons in active concert or participation with it, from removing, encumbering or
otherwise disposing of its assets located within this State.

WHEREFORE, the ACC prays for judgment as follows:

1. Appoint a Receiver on an interim basis to take control of the assets of the DenSco,

and to marshal and preserve its assets for the benefit of DenSco's defrauded investors;

CH_0008505
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2. Issue a preliminary injunction resiraining the DenSco, and its officers, agents,
servanis, employees, atlomeys, and all persons in active concert or participation with it from
removing, encumbering or otherwise disposing of its assets located within this State.

3 Order DenSco to take affinmative action to correct the conditions resulting from its
acts, practices or transactions, including a requirement to make restitution pursuant to A.R.S. § 44-
2032;

4. Order DenSco to pay the state of Arizona civil penalties of up to five thousand
dollars ($5,000) for each violation of the Securities Act, as the court considers to be just and
proper, pursuant to A.R.S. § 44-2037; and

5. Order any other relief that the Court deems appropriate.

Dated this day of , 2016.

ARIZONA CORPORATION COMMISSION

By

Wendy Coy
Attoruey for the Arizona Corporation Commission
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VERIFICATION

Matthew J. Neubert, being first duly sworn, does depose and say:

1, I am the Director of Securities. I make this Verification based upon behalf of the
Arizona Corporation Commission

2. I have read the Complaint and to the best of my knowledge, and based upon the
records and information gathered by the Securities Division, believe the allegations contained

therein to be true and correct.

FURTHER AFFIANT SAITH NOT M | Q }J

Matthew J. Neub
Director of Securities

STATE OF ARIZONA

County of Maricopa

)
)
)
)

SUBSCRIBED AND SWORN to before me on this 47 day of _flygust— , 2016.

My Commission Expires

1o~ ou- 14

CH_0008507



W DD

Ln

10
11
12
13
i4
15
16
17
18
19
20
21
22
23
24
28
26

ARIZONA CORPORATION COMMISSION
Wendy Coy, #013195

1300 West Washington, 3™ Floor

Phoenix, Arizona 85007

Attorney for Plaintiff

Telephone: (602) 542-0633

wcoy@azee. gov

Lot KO INES, CLERK
S t'l'v.!'llis
DeAdty SLERK

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT
ARIZONA CORPORATION COMMISSION ) No.cv CV 20716-U14142

)
Plaintiff )} CERTIFICATE OF COMPULSORY
} ARBITRATION
v. )
)
DENSCO INVESTMENT CORPORATION, an)
Arizona corporation
Defendant

The undersigned certifies that the largest award sought by the complainant, including
punitive damages, but excluding interest, attomeys’ fees and costs, does exceed limits set by the
Local Ruie for compuisory arbitration. This case is not subject to the Uniform Rules of Procedure
for Arbitration.

Dated this 17% day of August, 2016.

ARIZONA CORPORATIONCOMMISSION

.

Attorney for the A
Commission
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L= I - B T - T V. B -

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26

COPY

ARIZONA CORPORATION COMMISSION

Wendy Coy, #013195 £ 17 2016

1300 West Washington, 3% Floor v O
Phoenix, Arizona 85007 AU S 'I\ i‘"t{,‘__f',’b CLERK
Attomey for Plaintiff D;.i: -{y‘:: 3K
Telephone: (602) 542-0633 oo
weoy@azee.gov

STATE OF ARIZONA

MARICOPA COUNTY SUPERIOR COURT

ARIZONA CORPORATION COMMISSION No, cv CV2016-0147142

Plainnff APPLICATION FOR PRELIMINARY

)
)
g INJUNCTION AND APPOINTMENT OF
)

v. RECEIVER

DENSCO INVESTMENT CORPORATION, an)
Arizona corporation

)
)
Defendant. g
)
)

Plaintiff, the Arizona Corporation Commission (“ACC™), pursuant 10 AR.8. § 44-2032(2)

& (4) and AR.S. §ef seq., and in accordance with Arizona Rule of Civil Procedure 65, moves this

Court to appoint a Receiver for the Defendant (“Receivership Defendant™), with the power to

marshal, conserve and, where necessary, operate its assets. The ACC further requests, that this
Court issue a preliminary injunction enjoining the Defendant from the following:

» Transferring, secreting, dissipating, altering, selling, pledging, assigning, encumbering,

expending, concealing, conveying, liquidating, or otherwise disposing of any assets,

funds or property owned by the Receivership Defendant.

CH_0008509
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This Application for Preliminary Injunction and Appointment of Receiver is based on the

ACC’s Verified Complaint, supporting memorandum, affidavit, and the argument of counsel.

Dated this flxga; of August, 2016.

Attomney for the Ari
Commission

CH_0008510
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ARIZONA CORPORATION COMMISSICN
Wendy Coy, #013195

1300 West Washington, 3™ Floor

Phoenix, Arizona 85007

Attorney for Plantiff

Telephone: (602) $42-0633

wCoy(@azee.gov

STATE. OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT

ARIZONA CORPORATION COMMISSION

No.cv LV2016-074747

}

)
Plaintiff ) MEMORANDUM OF POINTS AND

) AUTHORITIES IN SUPPORT OF

)} APPLICATION FOR PRELIMINARY

} INJUNCTION AND APPOINTMENT OF
DENSCO INVESTMENT CORPORATION, an) RECEIVER

Arizona corporation

V.

Defendant.

N S Y Mo S S

) 8 INTRODUCTION.
Plaintiff, the Arizona Corporation Commission (the “ACC”), subrmits this Memorandum of

Points and Autherities In Support of its Application for Preliminary Injunction and Appointment of
Receiver to protect its ability to recover investor funds from Defendant. This matter involves
violations of the Arizona Securities Act in which Defendant raised at least $50 miition dollars from
over 100 investors through the offer and sale of securities in the form of notes within or from

Arizona.

il. FACTS

Based upon the investigation conducied by the ACC, the Defendant appears to have raised

over $50 million from at least 100 investors. Unfortunately, the sole officer/director/shareholder of

CH_0008511



[+ NV I A "SI

~J

10
1]

12
13
14
15
16
17
18
19
20
21

22
23
24
25
26

the Defendant passed away suddenly and there is no one in charge of the Defendant to handle
business matters and preserve assets.

Defendant cffered to individuals the opportunity to invest in General Obligation Notes
(“Notes”) of DenSco. The Notes were to be “secured by & general pledge of all assets owned by
or later aequired by the Company.” DenSco’s largest assets would be in Trust Deeds. DenSco
was to maintain a loan-to-value ratio at 70% percent or below in the aggregate for all loans in the
loan portfolio.

Based upon information and belief, since at least 2009, DenSco “has been . . . engaged
primarily in funding purchases of houses thraugh preforeclosure process, foreclosure sales and
fimding and purchasing construction loans, ail of which will be secured by real estate deeds of
trusts.” The Notes received interest only payments during the term and principal paid at maturity.
Interest may be paid monthly, quarterly or at maturity.

According to the Defendant’s website, “DenSco will target the funding of Trust Deeds on
Real Estate that is highly marketable, has sufficient equity, and the borrower is competent in
fulfilling the obligation of the note; while providing investors a copstant rate of return on their
investment backed by a diversity of these properties with a strong loan-to-value ratio. Most of
these loans will be to Residential and Commercial Foreclosure Specialists that will renovate and
then flip the properties in a relatively short period of time.”

The offering document specifically states that “Trust Deeds have a loan-to-value ratios,
no greater than 70 percent but with an objective goal of 50 percent to 60 percent.” At least one
borrower received loans totaling 100 percent of the loan-to-value.

The Lending Guidelines listed on Defendant’s website specifically state “First Position
ONLY!” The Lending Guidelines further stated that DenSco would lend up to 60% to 70% of the
value of the property. According to the investors, DenSco requires borrowers to put at least 20%
down on the home purchase and DenSco has a first position security interest in the real estate.

Therefore the investors are protected even if the borrower defaults.

'CH_0008512
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Between 2013 and September of 2015, DenSco stopped accepting new investors and new
money from current investors.

Upon information and belief, starting in about 2013, Densco started providing investor
funds to a borrower without obtaining a first position deed of trust on the real property. This
activity involved about 80 loans and at least $28 million. This is contrary to what was explained
to investors and contrary 1o the description in the offering documents and website. Further, the
same borrower obtained an apparent unsecured loan of over $14 million.

Al some point, DenSco and the borrower described above reached a forbearance
agreement. In about October of 2015, the borrower failed to make its payments. This borrower
sought protection under Chapter 7 of the U. S, Bankruptcy Code.

After September of 2015, upon information and belief, DenSco began accepting investor
funds again. Upon information and belief, no disclosure was made to those investors that a large
borrower had failed to make payments on previous loans. Nor were investors told that DenSco
was not in a first position on many deeds of trust.

Since at least 2009, the Defendant, directly or indirectly, raised at least $50 million
through at least 103 investors.

Upon information and belief, there appears to be a total of 138 outstanding loans' in
Defendant’s portfolio. Only 50 of those loans appear to be performing as represented te
investors. The estimated value of the 50 loans is about $4.9 million. Another five of the loans
will require collection or foreclosure and are secured with a first deed of trust. The estimated
value of the five loans is about $2.5 million. At least 83 of the loans, to the same borrower, do
not appear to be performing. In addition, it appears that the loans are unsecured. The value of the
B3 loans is about $28 million. It appears that Defendant provided an unsecured note to the
borrower of the 83 loans mentioned above in an amount about $14 million. Defendant does have

liquid assets in the amount of about $1.5 million.

} These figures are based upon company records and have not been independently verified.

3
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Il LEGAL ANALYSIS.

A The Investments Offered By The Defendant Are Securities.
1. The Promissory Notes are “Securities.”

Defendant issued promissory notes to individual investors as evidence of the investments.
The Notes are securities because they are promissory. The Securities Act defines a security as an
“note.” A.R.S. § 44-1801(26). While a promissory note is presumed to be a security, the Supreme
Court has identified certain types of notes that are excluded from the definition of security. See
Reves v. Ernst & Young, 494 U.S, 56, 65 (1999); MacCollum v. Perkinson, 1§5 Ariz. 179,913 P.2d
1097 (App. 1996)(adopling the Reves' test in Arizona.). In Reves, the Supreme Court held that
every promissory note is a security unless it bears a strong “family resemblance” to a judicially
crafted list of non-securities. Reves, 494 U.S. at 65. The parties may rebut the presumption by
examining a4 note transaction in light of four factors. Jd at 66-67: Instruments do not have a
familial resemblance to one of the excluded categories and, thus, are considered to be securities if
(1) the selier’s motivation is to raise money or finance investments and the buyer's purpose is to
make a profit; (2) there is common trading of the instrument for speculation or investment; (3) the
public expects that the instrument is a security; and (4) there is no other regulatory scheme to
significantly reduce the risk of the instrument, thereby rendering the application of the securities
laws unnecessary. /d Applying the “familial resemblance™ test, the Notes do not bear a family
resemblance to any of the categories listed in Reves, and thus are securitics.

B. The Defendant violated the Antifraud Provisions of the Arizona Securities Act.

Under A.R.S. § 44-1991, it is a fraudulent practice and unlawful for a person, in connection
with a transaction or transactions within or from this state involving an offer to sell or buy

securities, or a sale or purchase of securities, to directly or indirectly do any of the following: make

- CH_0008514
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untrue statements of material fact, or omit to state any material fact necessary in order to make the
statements made, in the light of the circumstances in which they were made, not misteading; or
engage in any transaction, practice or course of business which operates or would operate as a
fraud or deceit. A.R.S. § 44-1991(A)(2)(3). Securities fraud may be proven by any one of these
acts. Hernandez v. Superior Court, 179 Ariz. 515, 880 P2d 735 (App. 1994).

In the context of these provisions, “materiality” requires a showing of substantial likelihood
that, under al! the circumstances, the misstated or omitted fact would have assumed actual significance
in the deliberations of a reasonable buyer. Trimbie v. American Sav. Life Ins. Co., 152 Arniz. 548, 553,
733 P.2d 1131 (1986). Under this objective test, there is no need to investigate whether an omission
or misstatement was actually significant to a particular buyer. Additionally, the affirmative duty notto
mislead potential investors in any way places a heavy burden on the offeror and removes the burden of
investigation from the investor. Trimble, 152 Ariz. at 553, A misrepresentation or omission of a
material fact in the offer and sale of a security is actionable even though it may be unintended or the
falsity or misleading character of the statement may be uaknown. In other words, scienter or guilty
knowledge is not an element of a violation of A.R.S. § 44-1991(2). See e.g., State v. Gunnison, 127
Ariz, 110, 113, 618 P.2d 604 (1980). Stated differently, & seller of securities is strictly liable for any
of the misrepresentations or omissions he makes. Rose v. Dobras, 128 Ariz. at 214, Additionally,
there is no requirement to show that investors relied on the misrepresentations or omissions, Rose, 128
Ariz. at 214, or that the misrepresentations or omissions caused injury to the investors. Trimble, 152
Ariz. a1 553. A primary violation of A.R.S. § 44-1991 can be either direct or indirect. It is now well-
settled in Arizona that indirectly violating AR.S. § 44-1991 is not to be narrowly interpreted. Barnes
v. Vozack, 113 Ariz. 269, 550 P.2d 1070 (1976)(Officers of company could be liable under A.R.S. §

44-1991 for the frandulent statements of a salesman of the security.)

CH_0008515
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As set forth in the Verfied Complaint and supported by the attached Affidavit of Gary
Clapper, the Defendants have violated AR.S. §44-1991 by: (1) misrepresenting to investors that
DenSco would loan up to 70% of the value of the property, when in fact, with at Ieast one borrower,
DenSca provided $28 million in loans at 100 percent of the value of the property; (2) failing to
disclose to investors that many loans were not secured with a firgt position deed of trust; (3) failing to
disclose to investors after Qctober 2015, that at least one borrower had failed to make payments on
over $28 million in loans; and (4) failing to disclose to investors that DenSco provided over a $14
million unsecured loan. Any one of these actions would violate the Securities Act.

IV. REQUESTED RELIEF

A. Preliminary Injunctions are Appropriate.

AR.S. § 44-2032(2) authorizes the ACC to seek injunctive relief when it appears that a
person has engaged in, is engaging in or is about to engage in act, practice or transaction in
violation of the Securities Act. A.R.S. § 44-2013(A) provides that the ACC may request that the
Superior Court issue a preliminary injunction restraining the Defendant from removing,
encumbering or otherwise disposing of the property located within this state.

Preliminary injunctlve relief against Defendant is appropriate. The Defendant has no
officer/director/shareholder 1o wind-up the affairs of the entity. Based upon the information
contained in the Clapper affidavit attached, there are substantial assets including real estate that
need to be managed for the protection of the investors. In addition, there are many claims the
Defendant may be able to assert to protect the investors funds.

B. Appointment of s Receiver is Appropriate

As set forth above, pursuant to the Securities Act, courts may order appointment of a
Receiver to preserve Defendant’s assets and fo ensure that investors are protected from unlawful

conduct. A.R.S. § 44-2013, The ACC requests the appointment of a receiver to preserve the assets

CH_0008516
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in the possession of, or under the control of the Defendant. As is shown by the Affidavit of Gary
Clapper, there are substantial real property assets that need fo be liquidated and liquid assets that
need to be preserved for the benefit of the investors. It would be impossible to make the investors
whole without all of the funds and/or assets. As stated herein, a receiver is necessary to safeguard
funds and preserve assets for the benefit of the investors. A receiver is necessary here to marshal,
liquidate and distribute assets.

VI. CONCLUSION

Based on the foregoing facts and for the reasons set forth above, the ACC respectfully

requests that the Count enter the attached order.

Dated this _[E%} of August, 2016.

Attorney for the Arizonh
Commission

CH_0008517
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STATE OF ARIZONA
AFFIDAVIT OF GARY CLAPPER
County of Maricopa

St S St N

I, Gary Clapper, being duly sworn, say as foliows:

1. lam a resident of Maricopa County, Arizona and am over the age of eighteen (18).

2. Ihave personal knowledge of the matters stated in this affidavit and am competent
to testify to them.

3. I understand that this affidavit may be used in a court of law,

4, I am the Chief Investigator for the Securities Division of the Arizona
Corporation Commission (“Commission™). -

5. I am assigned to assist in the investigation involving DenSco Investment
Corporation (*DenSco™).

6. According to the Arizona Corporation Comtuission, Corporations Division
website, DenSco is incorporated in Arizona. DenSco was formed April 30, 2001, and has an
address within Maricopa County.

7. I obtained a copy of the DenSco 2009 Private Placement Offering Memorandum
(“offering document™). A mumber of investors have stated that the offering documents were
provided to them prior to making an investment in DenSco,

8.  According to the offering document obtained from an investor, DenSco intended
to offer general obligations notes ("Notes™) to investors. The investors® funds were to be used
to lend money to “Foreclosure Specialists” for the purchase of foreclosed/distressed properties,
both residential and commercial. This information was confirmed during interviews with
investors.

9. The Notes offered to investors were 1o be secured through the assets of DenSco
which mainly consisted of first lien positions Deeds of Trust. This information was confirmed

during investor interviews, a review of the offering decument and DenSco’s website.

CH_0008518
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10. The Notes issued to the investors directed monthly or quarterly interest
payments with the principle being paid at maturity. This information was confirmed during
investor interviews and a review of the offering document,

11.  DenSco would loan money to borrowers, The property loan to value was to be
no greater than 70% of the property value. This information came from investor interviews, a
review of the offering document and DenSco’s website.

12, According to investor interviews, in about 2013, DenSco stopped accepting new
imvestor money. Since September of 2015, DenSco began accepting new investors and
additional investments from current investors.

13.  During the course of the investigation, it was discovered that DenSco had lent
money to at least one borrower without DenSco secured in the first position on the Deeds of
Trusts. This activity involved about 80 of the 138 properties currently with outstanding loans
and totaled about $28 million. This borrower stopped making payments in about October of
2015,

14.  This same borrower also received an umsecured loan from DenSco for $14
million and has defanlted on that loan.

15. According to information obtained during the investigation, DenSco raised
approximately $50 million from about 103 investors.

16.  information provided to investors disclosed the following;

a. 31 million in DenSco bank accounts
b. $4,981,736 in Notes that are believed to be secured by deeds of trust and
should be liquidated in the near future.
c. $2,533,000 Notes that are secured but need collection.
d. $28,178,600 Notes that appear to unsecured.
e. $14,339,339 in an unsecured Note.
17. Based upon information obtained in the investipation, the sole

officer/director/shareholder of DenSco is deceased. To my knowledge there are no employees

CH_0008519
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or other officers of DenSco. The Personal Representative of the individual’s estate

interested in operating DenSco. The Personal Representative resides outside of Arizona.

Aoy Ly~

is not

(Signature)

My Commission Expires:

/6-06- | §

CH_0008520
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ARIZONA CORPORATION COMMISSION
Wendy Coy, #013195

1300 West Washington, 3" Floor

Phoenix, Arizona 85007

Attorney for Plaintiff

Telephone: (602) 542-0633

weoy{@azce.gov

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT

ARIZONA CORPORATION COMMISSION ) No. CV_ LV 2014-1374147
)
Plaintiff } MOTION FOR EXPEDITED HEARING
) FOR PRELIMINARY INJUNCTION AND
V. % APPOINTMENT OF RECEIVER
DENSCO INVESTMENT CORPORATION, an)
Arizona corporation
Defendant.

)
)
)
)
)
)

Plaintiff, the Arizona Corporation Commission (“ACC™) requests that the Court expedite
time setting the hearing for the Preliminary Injunction and Appointment of a Receiver in this
matter for the following reasons:

DenSco Investment Company (“DenSco™) was an active entity until the unexpected death
of its sole officer/director/shareholder. DenSco was in the business of funding loans to Foreclosure
Specialists to purchase real estate in Arizona. Upon information and belief, DenSco has 138 loans
outstanding and raised $50 million from 103 investors.

Rased upon the most recent information received by the ACC, was that there 138 loans
outstanding, A number of those borrowers continue to make payments and need title documents
upon payoff. There is no one in position to handle these matters. Further, a large number of loans

need to be foreclosed and/or collected to protect the assets of DenSca. There is no one in place to
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handle these matters, Further, at least one botrower filed for protection under Chapter 7 of the U.S.
Bankruptcy Code. There is no one available to protect DenSco’s interests and claims,

The sooner a receiver is able to be appointed the better protected the DenSco’s investors
will be protected and the borrowers can obtain necessary paperwork.

The ACC has been working with DenSco’s corporate attorney and the atiorneys for the

Personal Representative for the officer/director/shareholder’s estate who agree that a receiver

should be appointed.
Dated this s re day of August, 2016.

Wendy Coy
Attorney for the Arizl
Commission

CH_0008522




Beauchamp, David G.

From: Crawford, Patricia <Patricia.Crawford@ctt.com>
Sent: Thursday, August 18, 2016 8:16 AM

To: Beauchamp, David G.; Gary Clapper

Ce: Wendy Coy; Woods, Dawn

Subject: RE: 15202 N 28th Ave,

Helio all,

Y
EXH. No,

Y

e lle 10

eliy 8, Qglesby cR 50173

The escrow number for this is C1605413. Please let me know if you need any additional information. Please include
Dawn Woods in all correspendence going forward, she is the Escrow Officer closing this transaction.

Thank you.

Patnicia Crowfond
Chicago Title Agency

6710 N. Scottsdale Rd. Suite 1008
Scottsdale, Az. 85253

Direct (480} 675-4979

Office (480) 998-9298

Fax {480} 998-9307

email patricia.crawford .Ccom

**Be aware! Online banking fraud is on the rise. If you receive an email containing WIRE TRANSFER
INSTRUCTIONS call your escrow officer immediately to verify the information prior to sending funds.**

KNBW,

Ve
Gy

From: Beauchamp, David G. [mailto;DBeauchamp@ClarkHill.com)
Sent: Thursday, August 18, 2016 7:56 AM

To: Gary Clapper

Cc: Wendy Coy; Crawford, Patricia
Subject: Re: 15202 N 28th Ave.

Gary:

Sorry, but | am not aware of a file number.
Best regards, David

Sent from my Phone, Please excuse any typos.

On Aug 18, 2016, at 6:22 AM, Gary Clapper <GRC@azcc.gov> wrote:

DIC0011694
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Hi David

Is there a file number that you know of?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com)
Sent: Wednesday, August 17, 2016 6:04 PM
To: Wendy Coy <WC@azcc.gov>; Gary Clapper <GRC@azcc.gov>

Cc: Crawford, Patricia (Patricia. Crawford @ctt.com) <Patricia.Crawford@ctt.com>
Subject: FW: 15202 N 28th Ave.

Wendy and Gary:

Please see the email below concerning the request for a payoff amount and Deed of Release and
Reconveyance for the property at 15202 N. 28™ Ave. ! just received this email request today. Since

this escrow is not supposed to close until 8/24/16, this should be handled by the Receiver, but | am
concerned that this file might get misplaced during the transition of all of the paperwork to the
Receiver. If you want me to handle this Deed of Release and Reconveyance, piease pull that file and
give it to me, | can arrange to get the payoff numbers from the Receiver and deliver the Deed of Release
and Reconveyance to Chicago Title. |am not concerned about getting the numbers for the Receiver,
because the financial information will be pant of the financial numbers and excel program that is in
Dropbox, so it can be readily delivered to the Receiver,

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 560 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)
dbsauchamp@etarkhiil.com | www.clatkhili.com

From: Crawford, Patricla [mallto:Patridia.Crawford@ctt.com]
Sent: Wednesday, August 17, 2016 3:33 PM
To: Beauchamp, David G.; dcmoney®yahoo.com; robert.densco@gmail.com

Cc: Miller Blackford; Josh Randall; Woods, Dawn
Subject: 15202 N 28th Ave.

Hello Mr. Beauchamp,

Can you please provide a payoff statement for the property located at 15202 N, 28" Ave, Close of
Escrow is 8/24/2016. Denny provided his own form however | have attached our Beneficiary Demand
form if you would like to use it. Please let me know if | can assist in any way or if you need additional
information to process.

Thank you.

Patnicia Crawsfond
Chicago Title Agency

6710 N. Scottsdale Rd. Suite 100B
Scottsdale, Az, 85253

Direct (480) 675-4979

Cffice (480) 998-9298

Fax (480) 998-9307

email patricia.crawford@ctt.com

DIC0011595
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**Be aware! Online banking fraud is on the rise. If you receive an email containing WIRE
TRANSFER INSTRUCTIONS call your escrow officer immediately to verify the information prior
to sending funds.**

<image00l.png>

NOTICE: The information contained in this message is proprietary and/or confidential and may
be privileged. If you are not the intended recipient of this communication, you are hereby
notified to: (i) delete the message and all copies; (ii) do not disclose, distribute or use the
message in any manner; and (iii} notify the sender immediately.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may
be legally privileged. If you have received it in error, please notify us immediately by reply ¢-
mail and then delete this message from your system. Please do not copy it or use it for any
purposes, or disclose its contents to any other person. Thank you for your cooperation.

DIC0011596



Beauchamp, David G. C) &D??/f

Exu.NO_ 1V V9

From: Gary Clapper <GRC@azcc.gov> - A (E: ’lq
Sent: Thursday, August 18, 2016 8:22 AM Kelly S. Oglesby CR 50178
To: Crawford, Patricia; Beauchamp, David G.

Cc: Wendy Coy; Woods, Dawn

Subject: RE: 15202 N 28th Ave.

We are looking for the file. | was checking to see if David had an internal file number. We will find it.

From: Crawford, Patricia [maiito:Patricia.Crawford@ctt.com]

Sent: Thursday, August 18, 2016 8:16 AM

To: Beauchamp, David G. <DBeauchamp@ClarkHill.com>; Gary Clapper <GRC@azcc.gov>
Ce: Wendy Coy <WC@azce.gov>; Woods, Dawn <Dawn. Woods@ctt.com>

Subject: RE: 15202 N 28th Ave.

Hello all,

The escrow number for this is C1605413. Please let me know if you need any additional information. Please include
Dawn Woods in all correspondence going forward, she is the Escrow Officer closing this transaction.

Thank you.

Patnicia Crawfond
Chicago Title Agency .
6710 N. Scottsdale Rd, Suite 100B
Scottsdale, Az. 85253

Direct {480) 675-4979

Office (480) 998-9293

Fax (480) 998-9307

email patricia.c or 0

**Be awarel Online banking fraud is on the rise. If you receive an email containing WIRE TRANSFER
INSTRUCTIONS call your escrow officer immediately to verify the information prior to sending funds.**

KINOW, you

From: Beauchamp, David G. [mailtg:DBeauchamp@ClarkHill.com}
Sent: Thursday, August 18, 2016 7:56 AM
To: Gary Clapper

Cc: Wendy Coy; Crawford, Patricia
Subject: Re: 15202 N 28th Ave.

Gary:

DIC0011591
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“Sorry, but 1 am not aware of a file number,
8est regards, David
Sent from my iPhone. Please excuse any typos.

On Aug 18, 2016, at 6:22 AM, Gary Clapper <GRC@azcc.gov> wrote:

Hi David

Is there a file number that you know of?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 6:04 PM

To: Wendy Coy <WC@arcc.gov>; Gary Clapper <GRC@azcc.gov>

Cc: Crawford, Patricia (Patricia.Crawford @ctt.com} <Patricia.Crawford @ctt.com>
Subject: FW: 15202 N 28th Ave.

Wendy and Gary:

Please see the email below concerning the request for a payoff amount and Deed of Release and
Reconveyance for the property at 15202 N. 28" Ave. | just received this email request today. Since

this escrow is not supposed to close until 8/24/16, this should be handied by the Receiver, but } am
concerned that this file might get misplaced during the transition of all of the paperwork to the
Receiver. If you want me to handle this Deed of Release and Reconveyance, please pull that file and
Bive it to me. 1can arrange to get the payoff numbers from the Receiver and deliver the Deed of Release
and Reconveyance to Chicago Title. |am not concerned about getting the numbers for the Receiver,
because the financial information will be part of the financial numbers and excel program that is in
Dropbox, so it can be readily delivered to the Receiver.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (celt)
dheauchamp@clarkhill.com | www.clarkhill.com

From: Crawford, Patricia [mailto:Patricia.Crawford@ctt.com] -
Sent: Wednesday, August 17, 2016 3:33 PM

To: Beauchamp, David G.; demoney@yahoo.com; robert.densco@gmail.com
Cc: Miller Blackford; Josh Randall; Woods, Dawn

Subject: 15202 N 28th Ave.

Hello Mr. Beauchamp,

Can you please provide a payoff statement for the p'roperty located at 15202 N. 28™ Ave. Close of
Escrow is 8/24/2016. Denny provided his own form however | have attached our Beneficiary Demand
form if you wouid like to use it. Piease let me know if | can assist in any way or if you need additional

information to process.

Thank you.

DIC0011592



Patnicia Cnawfoind
Chicago Title Agency

6710 N, Scottsdale Rd. Sulte 1008
Scottsdale, Az, 85253

Direct (480) 675-4979

Office (480) 598-9298

Fax {480) 998-9307

email patricia.crawford@ett.com

**Be aware! Online banking fraud is on the rise. if you receive an email containing WIRE
TRANSFER INSTRUCTIONS call your escrow officer Immediately to verify the information prior
to sending funds.**

<image001i.png>

NOTICE: The information contained in this message is proprietary and/or confidential and may
be pnivileged. If you are not the intended recipient of this communication, you are hereby
notified to: (i) delete the message and all copies; (if) do not disclose, distribute or use the
message in any manner; and (iii) notify the sender immediately.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may
be legally privileged. If you have received it in error, please notify us immediately by reply e-
mail and then delete this message from your system. Please do not copy it or use it for any
purposes, or disclose its contents to any other person. Thank you for your cooperation.
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B8eauchamp, David G.

From: Josh Randall <josh@randallrealtyexperts.com>

Sent: Thursday, August 18, 2016 10:01 AM

To: Crawford, Patricia; Beauchamp, David G.

Cc Miller Blackford; Woods, Dawn; GRC@azcc.gov; WC@azcc.gov

Subject: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ
Attachments: Proof of August Payment for 15202 N 28th Ave from seller.pdf

Hi David and Gary,

I am the listing agent for this listing. The Title company sent the seller and I the email correspondence to
update us on the status of the payoff, and it mentions that you and Gary are trying to find the loan file
number. The borrower (selier) believes that the loan file number is: 8301

Also, I have attached to this email, the borrower (seller’s) most recent monthly payment paid in August, so that
you can accurately calculate the payoff. Please send to title as soon as possible since title company needs it

prior to the close date of 8/24/16 so that they can finalize the settlement staterents for buyer and seller to sign
prior to the close date. We appreciate your help!

I hope this email and attached is helpful for you. David, I'm sorry you and Gary have to deal with all

of this. We appreciate both of you and your quick help with it all though to help us get this property closed and
get the loan paid off.

Thank you!

Josh Randall

Randall Realty Experts

Branch Manager / Team Owner
Keller Williams Realty East Valley
Real Estate Professional

Direct AZ: 480-635-2148

E-Fax 1-866-569-092

On Thu, Aug 18, 2016 at 8:17 AM, Crawford, Patricia <Patricia.Crawford@ctt.com> wrote:

Hi Josh and Miller,

Here is correspondence so far regarding the payoft.

Thank you.
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From: Crawford, Patricia
Sent: Thursday, August 18, 2016 8:16 AM
To: 'Beauchamp, David G."; Gary Clapper

Cc: Wendy Coy; Woods, Dawn (Dawn.Woods@ctt.com)
Subject: RE: 15202 N 28th Ave.

Hello all,

The escrow number for this is C1605413. Please let me know if you need any additional information. Please
include Dawn Woods in all correspondence going forward, she is the Escrow Officer closing this transaction.

Thank you.

Patnicia Chawfond
Chicago Title Agency
6710 N. Scottsdale Rd. Suite 100B

Scottsdale, Az. 85253

Direct {(480) 675-4979

Office (480) 998-9298
Fax (480) 998-9307

email patricia.crawford@ctt.com

**Be aware! Online banking fraud is on the rise. If you receive an email containing WIRE TRANSFER
INSTRUCTIONS call your escrow officer immediately to verify the information prior to sending
funds.**
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From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 18, 2016 7:56 AM

To: Gary Clapper
Cc: Wendy Coy; Crawford, Patricia
Subject: Re: 15202 N 28th Ave.

Gary:

Sorry, but I am not aware of a file number.

Best regards, David

Sent from my iPhone. Please excuse any typos.

On Aug 18, 2016,-at 6:22 AM, Gary Clapper <GRC(@azce.gov> wrote:

Hi David

Is there 2 file number that you know of?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]

Sent; Wednesday, August 17, 2016 6:04 PM

To: Wendy Coy <WC@azce.gov>; Gary Clapper <GRC@azec.gov>

Cec: Crawford, Patricia (Patricia.Crawford@ctt.com) <Patricia.Crawford@ctt.com>
Subject: FW: 15202 N 28th Ave.

Wendy and Gary:

Please see the email below concerning the request for a payoff amount and Deed of Release and
Reconveyance for the property at 15202 N. 28" Ave. I just received this email request
3
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today. Since this escrow is not supposed to close until 8/24/16, this should be handled by the
Receiver, but I am concerned that this file might get misplaced during the transition of all of the
paperwork to the Receiver. If you want me to handle this Deed of Release and Reconveyance,
please pull that file and give it to me. I can arrange to get the payoff numbers from the Receiver
and deliver the Deed of Release and Reconveyance to Chicago Title. I am not concerned about
getting the numbers for the Receiver, because the financial information wilt be part of the

financial numbers and excel program that is in Dropbox, so it can be readily delivered to the
Receiver.

Sincerely, David

David G, Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684,1126 (direct) | 480.684.1166 (fax) | 502,319.5602 (cell)
dbeauchamp@clarkhili.com | www.ctarkhill.com

From: Crawford, Patricia [mailto:Patricia.Crawford
Sent: Wednesday, August 17, 2016 3:33 PM

To: Beauchamp, David G.; domoney@vyahoo.com; robert.densco@gmail.com
Cc: Miller Blackford; Josh Randall; Woods, Dawn

Subject: 15202 N 28th Ave.

Hello Mr. Beauchamp,

Can you please provide a payoff statement for the property located at 15202 N. 28™ Ave. Close
of Escrow is 8/24/2016. Denny provided his own form however I have attached our Beneficiary
Demand form if you would like to use it. Please let me know if I can assist in any way or if you
need additional information to process.

Thank you.

Patnicia Chawford
Chicago Title Agency

6710 N. Scottsdale Rd. Suite 100B

DIC0011575



Scottsdale, Az. 85253

Direct (480) 675-4979

Office (480) 998-9298
Fax (480) 998-9307

email patricia.crawford@ctt.com

**Be aware! Online banking fraud is on the rise. If you receive an email containing WIRE
TRANSFER INSTRUCTIONS call your escrow officer immediately to verify the
information prior to sending funds.**

<image(001.png>

NOTICE: The information contained in this message is proprietary and/or confidential and may
be privileged. If you are not the intended recipient of this communication, you are hereby
notified to: (i) delete the message and all copies; (ii) do not disclose, distribute or use the
message in any manner; and (iii) notify the sender immediately.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may
be legally privileged. If you have received it in error, please notify us immediately by reply e-
mail and then delete this message from your system. Please do not copy it or use it for any
purposes, or disclose its contents to any other person. Thank you for your cooperation.
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Beauchamp, David G.

From: Gary Clapper <GRC@azcc.gov>

Sent: Thursday, August 18, 2016 1:17 PM

To: Josh Randall; Crawford, Patricia; Beauchamp, David G.

Cc: Miller Blackford; Woods, Dawn; Wendy Coy

Subject: RE: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ

I think the filte number is actually 8031. |gave the file to David later this morning so he will handle it from there.

Fram: Josh Randall {mailto:josh@randallrealtyexperts.com]
Sent: Thursday, August 18, 2016 10:01 AM
To: Crawford, Patricia <Patricia.Crawford@ctt.com>; David Beauchamp <DBeauchamp@clarkhill.com>

Cc: Milter Blackford <mblackford1@cox.net>; Woods, Dawn <Dawn.Woods@ctt.com>; Gary Clapper <GRC@azcc.gov>;
Wendy Coy <WC@azcc.gov>

Subject: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ

Hi David and Gary,

I am the listing agent for this listing. The Title company sent the seller and I the email correspondence to
update us on the status of the payoff, and it mentions that you and Gary are trying to find the loan file
number. The borrower (seller) believes that the loan file number is: 8301

Also, I have attached to this email, the borrower (seller's) most recent monthly payment paid in August, so that
you can accurately calculate the payoff. Please send to title as soon as possible since title company needs it
prior to the close date of 8/24/16 so that they can finalize the settlement statements for buyer and seller to sign
prior to the close date. We appreciate your help!

[ hope this email and attached is helpful for you. David, I'm sorry you and Gary have to deal with all
of this. We appreciate both of you and your quick help with it all though to help us get this property closed and
get the loan paid off.

Thank you!

Josh Randall

Randall Realty Experts ] -
Branch Manager / Team Owner

Keller Williams Realty East Valley

Real Estate Professional

Direct AZ: 480-635-2148

E-Fax 1-866-569-0927
On Thu, Aug 18, 2016 at 8:17 AM, Crawford, Patricia <Patricia. Crawford@ctt.com> wrote:

Hi Josh and Miller,

DIC0011548
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. Here is correspondence so far regarding the payoff,

Thank you.

From: Crawford, Patricia
Sent: Thursday, August 18, 2016 8:16 AM
To: 'Beauchamp, David G."; Gary Clapper

Ce: Wendy Coy; Woods, Dawn (Dawn.Woods@ctt.com)
Subject: RE: 15202 N 28th Ave.

Hello all,

The escrow number for this is C1605413. Please let me know if you need any additional information. Please
include Dawn Woods in all correspondence going forward, she is the Escrow Officer closing this transaction.

Thank you.

Pathicia Crawforrd
Chicago Title Agency
6710 N. Scottsdale Rd. Suite 100B

Scottsdale, Az, 85253

Direct (480) 6754979

Office {(480) 998-9298

Fax (480) 998-9307

email patricia.crawford@ctt.com

DIC0011550
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INSTRUCTIONS call your escrow officer immediately to verify the information prior to sending
funds.**

- **Be aware! Online banking fraud is on the rise. If you receive an email containing WIRE TRANSFER

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHiil.com]
Sent: Thursday, August 18, 2016 7:56 AM

To: Gary Clapper

Cc: Wendy Coy; Crawford, Patricia

Subject: Re: 15202 N 28th Ave.

Gary:

Sorry, but I am not aware of a file number.

Best regards, David
Sent from my iPhone. Please excuse any typos.
On Aug 18, 2016, at 6:22 AM, Gary Clapper <GRC@azcc.gov> wrote:

Hi David

Is there a file number that you know of?

From: Beauchamp, David G. [maiito:DBeauchamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 6:04 PM

To: Wendy Coy <WC@azcc.gov>; Gary Clapper <GRC@azcc.gov>

3
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Cc: Crawford, Patricia (Patricia. Crawford@ctt.com) <Patricia.Crawford@ctt.com>
Subject: FW: 15202 N 28th Ave.

Wendy and Gary:

Please see the email below conceming the request for a payoff amount and Deed of Release and
Reconveyance for the property at 15202 N. 28™ Ave. 1 just received this email request

today. Since this escrow is not supposed to close until 8/24/16, this should be handled by the
Receiver, but ] am concerned that this file might get misplaced during the transition of all of the
paperwork to the Receiver. If you want me to handle this Deed of Release and Reconveyance,
please pull that file and give it to me. I can arrange to get the payoff numbers from the Receiver
and deliver the Deed of Release and Reconveyance to Chicago Title. I am not concerned about
getting the numbers for the Receiver, because the financial information will be part of the

financial numbers and excel program that is in Dropbox, so it can be readily delivered to the
Receiver.

Sincerely, David

David G. Beauchamp

CLARK HILL PILC
14850 N Scotisdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684,1126 (direct) | 480.684.1166 {fax) | £02,319,5602 (call)

doeauchamo@ciarkhill.com | www.clarkhill.eom

From: Crawford, Patricia [mailto:Patricia.Crawford@ctt.com]

Sent: Wednesday, August 17, 2016 3:33 PM

To: Beauchamp, David G.; demoney@vyahoo.com; robert.densco@gmail.com

Cc: Miller Blackford; Josh Randall; Woods, Dawn
Suhject: 15202 N 28th Ave.

Hello Mr. Beauchamp,

Can you please provide a payoff statement for the property located at 15202 N. 28" Ave. Close
of Escrow is 8/24/2016. Denny provided his own form however I have attached our Beneficiary
Demand form if you would like to use it. Please let me know if I can assist in any way or if you
need additional information to process.
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Thank you.

Patnicia Crawfond
Chicago Title Agency

6710 N. Scottsdale Rd. Suite 100B
Scottsdale, Az. 85253

Direct (480) 675-4979

Office (480) 998-9298
Fax {480) 998-9307

email patricia.crawford@ctt.com

**Be aware! Online banking fraud is on the rise. If you receive an email containing
WIRE TRANSFER INSTRUCTIONS call your escrow officer immediately to verify the
information prior to sending funds.**

<image001.png>

NOTICE: The information contained in this message is proprietary and/or confidential and may
be privileged. If you are not the intended recipient of this communication, you are hereby
notified to: (i) delete the message and all copies; (ii} do not disclose, distribute or use the
message in any manner; and (iii} notify the sender immediately.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and
may be legally privileged. If you have received it in error, please notify us immediately by reply
e-mail and then delete this message from your system. Please do not copy it or use it for any
purposes, or disclose its contents to any other person. Thank you for your cooperation.

DIC00115653
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Beauchamp, David G.

From: Beauchamp, David G.

Sent: Thursday, August 18, 2016 4:.52 PM
To: Gary Clapper

Ce: Wendy Coy; rzkoehler@yahoo.com
Subject: FW: densco

Gary:

Do we know who has been appointed to be the Receiver yet?

As we previously discussed, until the Receiver has time to obtain the loan files and get his system set up, | am still willing
to relay the payoff amounts and forward the Deeds of Release and Reconveyance to the respective Title Company and
Escrow Agent. If that still works for you and Wendy, please have the following loan files sent to me and | will foliow up
as | have been doing. If the Receiver is ready to take over this service, please (et me know.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scotisdale Rd | Suite 500 | Phoenix, Arizona B5254
480.684,1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (coll)
dbeauchamp@ciarkhill.com | www.clarkhill,com

From: Robert Koehler [mailto:rzkoehler@amail.com]
Sent: Thursday, August 18, 2016 1:17 PM

To: Beauchamp, David G.

Subject: Re: densco

David,

Just heard about 3 more loans that are requesting payoffs and releases...FYI
borrower: Shawn P,
yworry1979@gmail.com

4617 6735 Devonshire
7123 2660 N. 43rd Ave 15d
7471 2686 N. 43rd Ave. 28C

On Wed, Aug 17, 2016 at 11:17 AM, Beauchamp, David G. <DBeauchamp@clarkhill.com> wrote:
Robert:

Thank you.
Sent from my iPhone. Please excuse any typos.

On Aug 17, 2016, at 11:01 AM, Robert Koehler <gzkoehler@gmail.com> wrote:

David,
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These are the payoff amounts calculated using information directly from Denny's last update on
his "Densco properties" spreadsheet. The spreadsheet has an auto-calculator for interest due
through a certain date. Isimply plugged in the date of 8-17-16 and the interest due appeared for
each loan. According to Denny's letter this is how he calculated his payoffs on a daily basis,
very simple. T suggest, if you have the files, you verify the principal amount on the Deed of
Trust to each of the stated principal amounts below as a double check.

loan no. 7964

1720 Windsong

Borrower: Equiworth LL.C

Principal Due: $216,000

Interest due from 7-13-16 through 8-17-16 $3,780.00

interest per diem starting 8-18-16 through actual payoff date $108.00

ioan no. 8110

11468 Madisen Ellise

Borrower: Tetreualt

Principal Due: $128,000

Interest due from 6-30-16 through 8-17-16 $3,136.00

Interest per diem starting 8-18-16 through actual payoff date $64.00

loan no. 7965

1218 W. 15th St.

Borrower: Black Forrest, LL.C

Principal Due: $165,000

interest due from 7-13-16 through 8-17-16 $2,887.50

Interest per diem starting 8-18-16 through actual payoff date $82.50

loan no. 8070

10449 W. Echo

Borrower: Nguyen

Principal Due: $120,000

interest due from 7-13-16 through 8-17-16 $2,100.00

Interest per diem starting 8-18-16 through actual payoff date $60.00

loan no. 8108

2448 W. Kiva

borrower: AZ Home Buyer, LLC

Principal due: $121,287.39

interest due from 7-24-16 through 8-17-16 $1,455.36

interest per diem starting 8-18-16 through actual payoff date $60.64

loan no. 7694

6713 E. Palm Ln.

Borrower: AZ Home Buyer, LLC

Principal due: $220,220.84

interest due from 7-4-16 through 8-17-16 $4,866.84

interest per diem starting 8-18-16 through actual payoff date $110.61
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<r'ZEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.
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Beauchamp, David G.

From: Wendy Coy <WC@azcc.gov>
Sent: Thursday, August 18, 2016 5:27 PM
To: Beauchamp, David G.; Gary Clapper
Subject: Re: densco

Peter Davis.

From: Beauchamp, David G. <DBeauchamp@ClarkHill.com>
Sent: Thursday, August 18, 2016 4:51:54 PM
To: Gary Clapper

Cec: Wendy Coy; rzkoehler@yahoo.com
Subject: FW: densco

Gary:
Do we know who has been appointed to be the Receiver yet?

As we previously discussed, until the Receiver has time to obtain the loan files and get his system set up, | am still willing
to relay the payoff amounts and forward the Deeds of Release and Reconveyance to the respective Title Company and
Escrow Agent. if that still works for you and Wendy, please have the following loan files sent to me and | will follow up
as | have been doing. If the Receiver is ready to take over this service, please let me know.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Sulte 500 | Fhoenix, Arizona 85254
480.684.1126 {direct) | 480.684.1166 (fax) | 602.310.5602 (cell)
gbeauchamp@dlarkhill.com | www.clarkhill.com

From: Robert Koehler [mailto:rzkoehler@gmail.
Sent: Thursday, August 18, 2016 1:17 PM

To: Beauchamp, David G.

Subject: Re: densco

David,

Just heard about 3 more loans that are requesting payoffs and releases...FYI
borrower: Shawn P.

yworryl879(@gmail.com

4617 6735 Devonshire
7123 2660 N. 43rd Ave 15d
7471 2686 N. 43rd Ave, 28C

On Wed, Aug 17, 2016 at 11:17 AM, Beauchamp, David G. <DBeauchamp(@gclarkhill.com> wrote:
Robert:

DIC0011652
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Thank you.

Sent from my iPhone. Please excuse any typos.

On Aug 17, 2016, at 11:01 AM, Robert Koehler <rzkoehler@gmail . com™> wrote:
David,

These are the payoff amounts calculated using information directly from Denny's last update on
his "Densco properties” spreadsheet. The spreadsheet has an auto-calculator for interest due
through a certain date. I simply plugged in the date of 8-17-16 and the interest due appeared for
each loan. According to Denny's letter this is how he calculated his payoffs on a daily basis,
very simple. Isuggest, if you have the files, you verify the principal amount on the Deed of
Trust to each of the stated principal amounts below as a double check.

loan no. 7964

1720 Windsong

Borrower: Equiworth LLC

Principal Due: $216,000

Interest due from 7-13-16 through 8-17-16 $3,780.00

interest per diem starting 8-18-16 through actual payoff date $108.00

loan no. 8110

11468 Madisen Ellise

Borrower; Tetreualt

Principal Due: $128,000

Interest due from 6-30-16 through 8-17-16 $3,136.00 ‘ :
Interest per diem starting 8-18-16 through actual payoff date $64.00

loan no. 7965

1218 W, 15th St.

Borrower: Black Forrest, LLC

Principal Due: $165,000

interest due from 7-13-16 through 8-17-16 $2,887.50

Interest per diem starting 8-18-16 through actual payoff date $82.50

loan no. 8070

10449 W. Echo

Borrower: Nguyen

Principal Due: $120,000

interest due from 7-13-16 through 8-17-16 $2,100.00

Interest per diem starting 8-18-16 through actual payoff date $60.00

loan no. 8108

2448 W, Kiva

borrower: AZ Home Buyer, L1.C

Principal due: $121,287.39

inferest due from 7-24-16 through 8-17-16 $1,455.36

interest per diem starting 8-18-16 through actual payoff date $60.64

loan no. 7694
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6713 E. Palm Ln.

Borrower: AZ Home Buyer, LLC

Principal due:; $220,220.84

interest due from 7-4-16 through 8-17-16 $4,866.84

interest per diem starting 8-18-16 through actual payoff date $110.61

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this

message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation,
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From: Beauchamp, David G.

Sent: - Thursday, August 18, 2016 5:55 PM

To: Josh Randall

Ce: Crawford, Patricia; Miller Blackford; Gary Clapper; Woods, Dawn; Wendy Coy
Subject: RE: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ

Josh and Patricia:

| have been in contact with Miller Blackford concerning this toan and the release. Base'g_on Miller's s request, I had asked
Gary Clapper for the loan file and Gary gave it to me today. As Gary indicated, it is Loan No 8031, - ::

I have also asked Robert Koehler for a payoff amount and ! hope to receive that tomorrow and | will provide that shortly
after receiving that information.

With respect to the evidence that you have submitted concerning the August paymeant, we do not have any information
concerning any payments into DenSco’s bank accounts on or after July 27. Accordingly, the payoff amount that | will
send to you cannot include any monthly interest payments that were received after that date. We have been advised by
the AZ Securities Division that we can only authorize Deeds of Release and Reconveyance to be recorded in exchange for
full payoffs. If there is a missing interest payment, the borrower will be able to submit a reimbursement ciaim to Peter
Davis who was appointed to be the Receiver this afternoon. Mr. Davis is authorized by the court to review any claims
for dupticate interest payments and to pay such amounts back to the borrower, which will be after the Receiver can
audit the payments made to the DensCo account on or after July 27.

After | send the payoff amount to Patricia Crawford and have her confirm that she agrees with the instructions (email is
okay), | will then put the original Deed of Release and Reconveyance at my front desk to be picked up. Patricia and
Chicago Title You are authorized to record that Deed of Release and Reconveyance when you are in position to pay the
payoff amount to DenSco’s account as you have previously done. If for any reason the DenSco account cannot receive

the payoff payment, please advise me and hold such amount until Peter Davis as the Receiver can make arrangements
to receive such payment directly.

In the interest of everycne’s time, please have one person be the contact person for me to coordinate with concerning
this loan payoff so that we do not have several people all dealing with the same issue.

Sincerely, David
David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 {cell)
dbeauchamp@darichil.com | www.ctarkhill, com

From: Josh Randall [mailto:josh@randallrealtyexperts.com]

Sent: Thursday, August 18, 2016 4:35 PM

To: Gary Clapper

Cc: Crawford, Patricia; Beauchamp, David G.; Miller Biackford; Woods, Dawn; Wendy Coy
Subject: Re: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ

Perfect. Sounds great. Thank you Gary for your help!

Josh Randall
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" Randall Realty Experts

Branch Manager / Team Owner
Keller Williams Realty East Valley
Real Estate Professional

Direct Phone: 480-635-2148
Direct E-Fax: 1-866-569-0927

On Aug 18, 2016, at 1:17 PM, Gary Clapper <GRC@azcc.gov> wrote:

t think the file number is actually 8031. | gave the file to David later this morning so he will handle it
from there.

From: Josh Randall [mailto:iosh@randallrealtyexperts.com]
Sent: Thursday, August 18, 2016 10:01 AM

To: Crawford, Patricia <Patricia.Crawford@ctt.com>; David Beauchamp <DBeauchamp@®clarkhill.com>
Cc: Miller Blackford <mbilackfordl @cox.net>: Woods, Dawn <Dawn.Woods@ctt.com>; Gary Clapper
<GRC@azce.gov>; Wendy Coy <WC@azcc.gov>

Subject: Loan file Number for Payoff assistance for 15202 N 28th Ave Phoenix, AZ

Hi David and Gary,

I am the listing agent for this listing. The Title company sent the seller and I the email
comrespondence to update us on the status of the payoff, and it mentions that you and Gary are
trying to find the loan file number. The borrower (seller) believes that the loan file number is:
8301

Also, I have attached to this email, the borrower (seller's) most recent monthly payment paid in
August, so that you can accurately calculate the payoff. Please send to title as soon as possible
since title company needs it prior to the close date of 8/24/16 so that they can finalize the

settlement statements for buyer and seller to sign prior to the close date. We appreciate your
help!

I hope this email and attached is helpful for you. David, I'm sorry you and Gary have to deal
with all of this. We appreciate both of you and your quick help with it all though to help us get
this property closed and get the loan paid off.

Thank you!

Josh Randall

Randall Realty Experts

Branch Manager / Team Owner
Keller Williams Realty East Valley
Real Estate Professional

Direct AZ: 480-635-2148

E-Fax 1-866-569-0927

On Thu, Aug 18, 2016 at 8:17 AM, Crawford, Patricia <Patricia.Crawford@ctt.com> wrote:
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Hi Josh and Miller,
Here is correspondence so far regarding the payoff.

Thank you.

From: Crawford, Patricia
Sent: Thursday, August 18, 2016 8:16 AM
To: 'Beauchamp, David G."; Gary Clapper

Cc: Wendy Coy; Woods, Dawn (Dawn.Woods@ctt.com)
Subject: RE: 15202 N 28th Ave,

Helio all,

The escrow number for this is C1605413. Please let me know if you need any additional
information. Please include Dawn Woods in all correspondence going forward, she is the
Escrow Officer closing this transaction.

Thank you.

Patnicia Craufoted
Chicago Title Agency
6710 N. Scottsdale Rd. Suite 100B

Scottsdale, Az. 85253

Direct (480) 675-4979
Office (480) 998-9298

Fax (480) 998-9307

email patricia.crawford@ctt.com
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**Be aware! Online banking fraud is on the rise. If you receive an email containing
WIRE TRANSFER INSTRUCTIONS call your escrow officer immediately to verify the
information prior to sending funds.**

EimageOOI .j_'egj

From: Beauchamp, David G. [mallto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 18, 2016 7:56 AM

To: Gary Clapper
Ce: Wendy Coy; Crawford, Patricia
Subject: Re: 15202 N 28th Ave.

Gary:
Sorry, but I am not aware of a file number.

Best regards, David

Sent from my iPhone. Please excuse any typos.

On Aug 18, 2016, at 6:22 AM, Gary Clapper <GRC(@azcc.gov> wrote:

Hi David

Is there a file number that you know of?

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 6:04 PM

To: Wendy Coy <WC@azcc.gov>; Gary Clapper <GRC@azce.gov>
Ce: Crawford, Patricia {Patricia.Crawford@ctt.com)
4
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<Patricia. Crawford@ctt.com>
Subject: FW: 15202 N 28th Ave.

Wendy and Gary:

Please see the email below concerning the request for a payoff amount and Deed
of Release aud Reconveyance for the property at 15202 N, 28™ Ave. I just
received this email request today. Since this escrow is not supposed to ¢lose
until 8/24/16, this should be handled by the Receiver, but I am concerned that
this file might get misplaced during the transition of all of the paperwork to the
Receiver. If you want me to handle this Deed of Release and Reconveyance,
please pull that file and give it to me. I can arrange to get the payoff numbers
from the Receiver and deliver the Deed of Release and Reconveyance to Chicago
Title. T am not concerned about getting the numbers for the Receiver, because
the financial information will be part of the financial numbers and excel program
that is in Dropbox, so it can be readily delivered to the Receiver.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC
14850 N Scotisdala Rd | Suite 500 | Phoenix, Arizona 85254

480.684,1126 (direct) | 480.684,11868 (fax) | 602.319.6802 {cefl)
dbeauchamp@clarkhill.com | www.clarkhill.com

From: Crawford, Patricia [mailto;Patricia
Sent: Wednesday, August 17, 2016 3:33 PM

To: Beauchamp, David G.; demoney@yahoo,com; robert.densco@amail.com
€c: Miller Blackford; Josh Randall; Woods, Dawn
Subject: 15202 N 28th Ave.

Hello Mr. Beauchamp,

Can you please provide a payoff statement for the property located at 15202 N.
28™ Ave. Close of Escrow is 8/24/2016. Denny provided his own form however I
have attached our Beneficiary Demand form if you would like to use it. Please
let me know if I can assist in any way or if you need additional information to
process.
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Thank you.

Patnicia Crowfond
Chicago Title Agency

6710 N. Scottsdale Rd. Suite 100B
Scotisdale, Az. 85253

Direct (480) 675-4979

Office (480) 998-9298

Fax (480) 998-9307

email patricia.crawford@ctt.com

**Be aware! Online banking fraud is on the rise. If you receive an email
containing WIRE TRANSFER INSTRUCTIONS call your escrow officer
immediately to verify the information prior to sending funds.**

<image(001.png>

NOTICE: The information contained in this message is proprietary and/or
confidential and may be privileged. If you are not the intended recipient of this
communication, you are hereby notified to: (i) delete the message and all copies;
(ii) do not disclose, distribute or use the message in any manner; and (iii) notify
the sender immediately.

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered
confidential and may be legally privileged. If you have received it in error,
please notify us immediately by reply e-mail and then delete this message from
your system. Please do not copy it or use it for any purposes, or disclose its
contents to any other person. Thank you for your cooperation.
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Beauchamp, David G.

Beauchamp, David G.

Sent: Thursday, August 18, 2016 7:24 PM
To: Hall, Theresa
Ce: Equiworth, LLC (equiworthhomes@gmail.com); Gary Clapper; Kevin R, Merritt
(kmerritt@gblaw.com); rzkoehler@yahoo.com
Subject: RE: 1720 E Windsong Dr, Phoenix- Deed of Release
# 3964
Theresa:

[ just looked at the copy of the Deed of Release that | made prior to giving the original to your messenger. It appears
that the legal description is correct, but the Deed of Release appears to reference the wrong street address in the
middle of the document. You are authorized to have that reference corrected to reflect the actual street address of

1720 E. Windsong Dr. as is set forth in the DenSco’s files.
Thank you.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scoltsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (diract) | 480.684,1166 (fax} | 602.319.5602 (cell)
dbeauchamp@dlarkhill com | www. clarkhill.com

From: Hall, Theresa [mailto:TheresaHall@Itic.com]

Sent: Thursday, August 18, 2016 2:42 PM

To: Beauchamp, David G.

Cc: Equiworth, LLC ;

Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Instructions listed below will be followed by Lawyers Title.

Upon closing of escrow — loan pay off funds will be wired to DENSCO bank account.

Thank you, Theresa

Theresa Hall
Lawyers Title

17100 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308
Phone: 623 979 6060

Fax: 623 979 0428
Email; theresahall{@itic.com

From: Beauchamp, David G. [mailto:DBeaychamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 8:13 PM
To: Hall, Theresa
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" *%e: Equiworth, LLC
Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Theresa:

The payoff information that I have concerning this loan is as follows:

loan no. 7964

1720 Windsong

Borrower: Equiworth LI.C

Principal Due: $216,000

Interest due from 7-13-16 through 8-17-16 $3,780.00

interest per diem starting 8-18-16 through actual payoff date $108.00

I also have a signed and notarized Deed of Release and Reconveyance for this loan.

Please note that as | indicated in my previous email, we do not have any information concerning any payments into
DenSco’s bank accounts on or after July 27. Accordingly, this payoff might not include any monthly interest payments
that were received after that date. We have been advised by the AZ Securities Division that we can only authorize
Deeds of Release and Reconveyance to be recorded in exchange for full payoffs. if there is a missing interest payment,
the borrower will be able to submit a reimbursement claim to the Receiver who will be authorized by the court to pay
any duplicate payments back to the borrower, which will be after the Receiver can audit the payments made to the
DensCo account an or after July 27.

The original Deed of Release and Reconveyance is available to be picked at my office by the Title Company. You are
authorized to hold this Deed of Release until such time as you have sufficient and readily available funds in your
possession to fund the payoff amount for this loan. At that time, you may record that Deed of Release and
Reconveyance when you are in position to pay the above payoff amount to DenS$co’s account. If you have previously
made payments to DenSco in the last year, please use the same account information. If you do not have that
information, please let me know and we will provide that information. If for any reason the DenSco account cannot
receive the payoff payment, please advise me and hold such amount until the Receiver is appointed and the Receiver
can make arrangements to receive such payment directly.

Please contact me with any questions,
Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scotisdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)

dbeauchamp@ciarkhlll.com | www.clarkhill.com

From: Beauchamp, David G.

Sent: Wednesday, August 17, 2016 8:03 PM

To: Equiworth, LLC

Cc: theresahal[@Itic.com

Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Larry:

According to the AZ Securities Division, | do not have authority to make any adjustments from the payoff numbers that
are being calculated based upon DenSco’s financial numbers that Denny prepared on or before luly 27. The Receiver

2
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“"will be authorized by the court to make any adjustments after the Receiver is able to update and reconcile DenSco’s

financial numbers for any payments after that date. You will need to submit your evidence of payment along with a
request for a refund to the Receiver.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd { Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 {cell)
gbeauchamp(@darkhill, com | www.clarkhill.com

From: Equiworth, LLC {mailto:equiworthhomes@gmail.com
Sent: Wednesday, August 17, 2016 7:22 PM

To: Beauchamp, David G.

Cc: Theresa Hall

Subject: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Attached is a copy of the last payment made for 1720 E Windsong Dr, Phoenix.

The Escrow Officer is Theresa Hall, Lawyers Title, 602-993-4545. I've cc’s her in on this email.
Please let me know that you got this ok.

Thanks.

Larry Schultz

Equiworth, LLC

480-620-6122
Email: equiworthhomes@gmail.com

& R Equinworthr

LEGAL NOTICE: This ¢-mail, along with any attachment(s), is considered confidential and may be legally
privileged. If you have received it in error, please notify us immediately by reply e-mail and then delete this
message from your system. Please do not copy it or use it for any purposes, or disclose its contents to any other
person. Thank you for your cooperation.

NOTICE: The information contained in this message is proprietary and/or confidential and may be privileged. If
you are not the intended recipient of this communication, you are hereby notified to: (i) delete the message and
all copies; (i1) do not disclose, distribute or use the message in any manner; and (iii) notify the sender
immediately.
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From: Beauchamp, David G. Kally 8. Oglesby CR 50178

Sent: . Thursday, August 18, 2016 7:35 PM

To: Iradmer@ltic.com

Cc: azhomesale@gmail.com; Gary Clapper; Kevin R. Merritt (kmerritt@gblaw.com);
rzkoehler@yahoo.com

Subject: ‘ DenSco Loan Payoff 8110 -

Laura:

! have received notice of your request concerning the payoff of the above-referenced DenSco

loan. The procedure for loan payoffs was discussed again by the representatives engaged in the
DenSco matter during various breaks in the court proceedings while we were waiting for the court to
appoint a Receiver for DenSco.

Set forth below is the payoff information that | have been provided for the above loan.

loan no. 8110

11468 Madisen Ellise

Borrower: Tetreualt

Principal Due: $128,000

Interest due from 6-30-16 through 8-17-16 $3,136.00

Interest per diem starting 8-18-16 through actual payoff date $64.00

With respect to any interest that may have been previously paid on this Loan, we do not currently
have any information concerning any payments into DenSco’s bank accounts on or after July

27. Accordingly, the payoff amount that is set forth above cannot include any monthly interest
payments that were received after that date. In discussions with the representatives of the AZ
Securities Division, Denny Chittick's Estate and the various Receiver candidates for this position, it
was agreed that | can only authorize Deeds of Release and Reconveyance to be recorded in
exchange for full payoffs. [f there is an unapplied interest payment or other reason for an adjustment
after the payoff has been received, the borrower will be able to submit a reimbursement claim to
Peter Davis who was just appointed to be the Receiver late this afternoon. Mr. Davis is authorized by
the court to make day to day decisions on behalf of DenSco, including reviewing any claims for
refunds due to duplicate interest payments and to pay such amounts back to the

borrower. Unfortunately, this will only be after the Receiver can obtain all of the necessary records
and audit the payments made to the DensCo account on or after July 27. As indicated above, those
steps will take time.

All | can do is to send the payoff amount (indicated above) to whoever is handling the escrow for the
transaction that will payoff the DenSco loan. To have the signed Deed of Release and
Reconveyance available for the Escrow Agent, | will first need the Escrow Agent to confirm that the
Escrow Agent agrees to follow the instructions in this email (email response is okay). Upon that
confirmation, | will put the origina! Deed of Release and Reconveyance at my front desk to be picked
up by someone for the Escrow Agent. The Escrow Agent will be authorized to record that Deed of
Release and Reconveyance when the Escrow Agent is in position to pay the total payoff amount for
the DenSco loan to DenSco’s account.
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] L')Iln the interest of everyone’s time, please know that we have been instructed to follow this procedure
or you will need to wait until the Receiver has sufficient time to obtain and review all of the financial
and other records and has completed an audit of the payments made to DenSco’s account. Further,
the Receiver will need to review all of the claims by any borrower concerning their respective loan
payoff. In the interim, please have one person be the contact person for me to coordinate with
concerning this loan payoff so that we do not have several people all dealing with the same
issue. Until the Receiver is able to take over this process, | am still handling the loan payoffs
pursuant to the procedures set forth above.

:’.

Sincerely, David

David G. Beauchamp

CrLark HILL PLC

14850 N Scoltsdale Rd | Suite 500 | Scoltsdale, Arizona 85254
4B0.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 {cell)
dbeauchamp@clarkhill.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. 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.
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Message EXH. NO. l pa] ,

From: Beauchamp, David G. [fO=CLARKHILL/OU=EXCHANGE ADMINISTRATIVE GROUP 13 -1\
{FYDIBOHF235PDLT)/CN=RECIPIENTS/CN=DBEAUCHAMP] Koliy 8. Oglashy CR 50178

Sent: 8/18/2016 9:10:59 PM

To: Gary Clapper [GRC@azcc.gov]

[ o rzkoehler@yahoo.com; Kevin R. Merritt (kmerritt@gblaw.com) [kmerritt@gblaw.com)

Subject: FW: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Gary:

Please see the email below which references another loan to be paid off. | do not know the loan number, but itis
secured by the property at 3332 E. Blackhawk and the borrower is Equiworth, LLC. | spoke to a principal of Equiworth
previously and | had asked for the Escrow Agent to contact me if this was to close “soon,” (I added that means that the
Deed of Release would be needed in the next two weeks.) The email from Theresa Hall does not reference a closing
date, but Theresa Hall did indicate on the phone that she needed it “soon”, but she did not remember the exact closing
date. 1am not sure if the Borrower just wants to get the Deed of Release in the Escrow file right away or if this
transaction is to close by the end of the month.

Best regards, David

David G. Beauchamp

CLARK HILL PIC

14850 N Scottsdate Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 {direct) | 480.684 1166 (fax) | 602.319.5602 (cell)
dbeauchamp@clarkhill. com | www._clarkhill.com

From: Hall, Theresa [mailto:TheresaHall@itic.com]

Sent: Thursday, August 18, 2016 1:19 PM

To: Beauchamp, David G.

Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Ok... I'll send runner back tomorrow once you confirm release is ready for pick up...

What is the property address for Patricia’s escrow ?
The enly other one | need is for the property on 3332 E BlackHawk for Equiworth LLC ... but | think that one naeds to he
signed by the receiver...

Thank you, Theresa

Theresa Hall
Lawyers Title

17100 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308
Phone: 623 579 6060

Fax: 6239790428
Email: theresahal|@!tic.com
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From: Beauchamp, David G. [mailfe:PBeauchamp@ClarkMill.com]
Sent: Thursday, August 18, 2016 12:58 PM

To: Hall, Theresa
Subject: Re: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Theresa:

Ljust called and your runner has left. | will have both available when | get back to my office. Your runner did not take

the other Deed of Release for Patricia's escrow.
Best, David
Sent from my iPhone. Please excuse any typos.

On Aug 18, 2016, at 12:42 PM, Hall, Theresa <TheresaHall@ltic.com> wrote:

Hi David... my runner is at your office now... they are not able to locate the release for loan 7954 for Lawyers Title ... are

you available to assist please??
Thank you, Theresa

Theresa Hall
Lawyers Title

17100 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308

Phone: 623 979 6060

Fax: 623 979 0428

Ernail* theresahali@!tic.com

From: Beauchamp, David G. [maifto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 18, 2016 10:54 AM

To: Hall, Theresa

Subject: Re: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Theresa:

There is no authorized signer alive. This is all you can get. It has been acceptabie to other title companies.

David
Sent from my iPhone. Please excuse any typos.

On Aug 18, 2016, at 10:11 AM, Hall, Theresa <TheresaHall@Itic.com> wrote:
Hi David — thank you for your information...

1. Title underwriting does require a payoff statement to be completad and signed
& complete and have authorized party sign and return 1o me.

2. Please provide documentation regarding authorized signer.

3. Please forward a copy of the release,

.. see attachead ... please review
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Thank you, Theresa

Theresa Hall
Lawyers Title

17100 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308

Phone: 623 879 6060
Fax: 623 8790428
Email: theresahall@ltic.com

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 18, 2016 9:10 AM
To: Hall, Theresa

Subject: Re: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Denny previously signed it
Sent from my iPhone. Please excuse any typos.

From: Beauchamp, David G. [mailto; DBeauchamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 8:13 PM

To: Hall, Theresa

Cc: Equiworth, LLC

Subject: RE: 1720 £ Windsong Dr, Phoenix- Last Payment in July.

Theresa:

The payoff information that I have concerning this loan is as follows:

loan no. 7964

1720 Windsong

Borrower: Equiworth LLC

Principal Due: $216,000

Interest due from 7-13-16 through 8-17-16 $3,780.00

interest per diem starting 8-18-16 through actual payoff date $108.00

i also have a signed and notarized Deed of Release and Reconveyance for this loan.

Please note that as | indicated in my previous email, we do not have any information concerning any payments into
DenSco’s bank accounts on or after July 27, Accordingly, this payoff might not include any monthly interest payments
that were received after that date. We have been advised by the AZ Securities Division that we can only authorize
Deeds of Release and Reconveyance to be recorded in exchange for full payoffs. If there is a missing interest payment,
the borrower will be able to submit a reimbursement ciaim to the Receiver who will be authorized by the court to pay
any duplicate payments back to the borrower, which will be after the Receiver can audit the payments made to the
DensCo account on or after fuly 27.

The original Deed of Release and Reconveyance is available to be picked at my office by the Title Company. Youare
authorized to hold this Deed of Release until such time as you have sufficient and readily available funds in your
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possession to fund the payoff amount for this loan. At that time, you may record that Deed of Release and
Reconveyance when you are in position to pay the above payoff amount to DenSco’s account. If you have previously
made payments to DenSco in the last year, please use the same account information. If you do not have that
information, please let me know and we will provide that information. If for any reason the DenSco account cannot

receive the payoff payment, please advise me and hold such amount until the Receiver is appointed and the Receiver
can make arrangements to receive such payment directly.

Please contact me with any questions.

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684. 1166 (fax) | 602.319.5602 (cell)
dbeauchamp@clarkhill.com | www.clarkhill.com

From: Beauchamp, David G.

Sent: Wednesday, August 17, 2016 8:03 PM

To: Equiworth, LLC

Cc: theresahall@ltic.com

Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Larry:

According to the AZ Securities Division, 1 do not have authority to make any adjustments from the payoff numbers that
are being calculated based upon DenSco’s financial numbers that Denny prepared on or before july 27. The Receiver
will be authorized by the court to make any adjustments after the Receiver is able to update and reconcile DenSco’s
financial numbers for any payments after that date. You will need to submit your evidence of payment along with a
request for a refund to the Receiver.

Sincerely, David

David G. Beauchamp

CLARK HIIL PLC

14850 N Scotfsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)
dbeauchamp@clarkhill.com | www clarkhill.com

From: Equiworth, LLC [mailto:equiworthhomes@®agmail.com]
Sent: Wednesday, August 17, 2016 7:22 PM

To: Beauchamp, David G.

Cc: Theresa Hall

Subject: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Attached is a copy of the last payment made for 1720 E Windsong Dr, Phoenix.

The Escrow Officer is Theresa Hall, Lawyers Title, 602-993-4545. I've ¢¢’s her in on this email.
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Please let me know that you got this ok.

Thanks.

Larry Schultz

Equiworth, LLC

480-620-6122

Email: equiworthhomes@gmail.com

<imageO0l.jpg>

LEGAL NOTICE: This e-mail, along with any attachment{s), is considered confidential and may be legally privileged. If you
have received it in error, please notify us immediately by reply e-mail and then delete this message from your system.
Please do not copy it or use it for any purposes, or disclose its contents to any other person. Thank you for your
cooperation.

NOTICE: The information contained in this message is proprietary and/or confidential and may be privileged. If you are
not the intended recipient of this communication, you are hereby notified to: (i) delete the message and all copies; (i)
do not disclose, distribute or use the message in any manner; and (iii} notify the sender immediately,

<PAYOFF STATEMENT_20160818125354.pdf>
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Beauchamp, David G.

From: Beauchamp, David G.

Sent: . Friday, August 19, 2016 12:15 AM

To: Keith Wettering

Ce: Gary Clapper; Kevin R. Mesittfiameritt@gblaw.com); rzkoehler@yahoo.com
Subject: RE: 10449 W Echo L

Keith:

I am not sure if you are aware of the current status of DenSco. Denny Chittick died on or about July 27, There is no
current officer, director or employee of DenSco and there is not likely to be any in the near future. As ! indicated when !
sent the payoff information to Carol Hersey yesterday, | am extremely limited with what ! can do to accommodate any
loan closing. |1 am not authorized to sign anything for DenSco. | have a signed and notarized Deed of Release in the loan
file that Denny Chittick signed and had notarized after the loan was originally made. As is the case with several hard
money lenders, that Deed of Release is signed right after the loan is made so that it can be just delivered to the Escrow
Agent. | am authorized to deliver that Deed of Release upon the satisfaction of certain key conditions. if those are not
satisfied, then | am not allowed to deliver the Deed of Release and the borrower will need to deal with the Receiver for
DenSco after the Receiver has been able to obtain and review all of the financiai records of DenSco, reconciled and
audited the bank account versus loan payments and had an opportunity to become familiar with the status of the

loans. In the interim, | have very limited authority to help close these loans.

In addition, the payoff information is based upon DenSco’s financial records prior to July 27, 2016. We do not have any
information concerning any payments into DenSco’s bank accounts on or after July 27. Accordingly, the payoff amount
that | have sent to Carol Hersey yesterday could not include any monthly interest payments that were received after
that date. We have been advised by the AZ Securities Division that we can only authorize Deeds of Release and
Reconveyance to be recorded in exchange for full payoffs. If there is a missing interest payment that is not properly
credited, the borrower will be able to submit a reimbursement claim to Peter Davis who was appointed to be the
Receiver this afternoon. Mr. Davis is authorized by the court to review any claims for duplicate interest payments and to

pay such amounts back to the borrower, but this will only be after the Receiver has audited the payments made to the
DensCo account on or after July 27.

Cnce | receive written confirmation from the Escrow Agent that the Escrow Agent agrees with the instructions in my
previous email and this email {email is okay), | will then put the original Deed of Release and Reconveyance at my front
desk to be picked up. The Escrow Agent will be authorized to record that Deed of Release and Reconveyance when the
Escrow Agent is in position to pay the payoff amount to DenSco’s account as Escrow Agents have previously done. If you
need me to obtain the bank account number for DenSco that could delay the closing, because | do not currently have
access to that information. If for any reason the DenSco account cannot receive the payoff payment, please advise me
and hold such amount untit Peter Davis as the Receiver can make arrangements to receive such payment directly.

In the interest of everyone’s time, piease have one person be the contact person for me to coordinate with concerning
this loan payoff so that we do not have several people all dealing with the same issue.

Sincerely, David

David G. Beauchamp

CLARK HILLPLC

14850 N Scottsdate Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1 126 (direct) | 480.684,1166 (fax) | 602.319.5602 {cell)

gheauchamp@diarkhill,com | www clarkhill. com
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From: Keith Wettering [mafito:Keith, Wetterina@stewart.com]

Sent: Thursday, August 18, 2016 9:34 AM
To: Beauchamp, David G.

Cc: Kenneth Wettering

Subject: 10449 W Echo Ln - Loan#8070

Good Morning,

I represent Stewart Title on the escrow side of Kenneth Nguyen's refinance with Summit Funding. Attached is a copy of
our request form to receive payoff information.

If you could complete and return at your earliest convenience, it would be greatly appreciated.
Thank you, let us know if you need anything else or have any questicns.
Sincerely,

Kelth Woettering

Escrow Assistant

Stewart Title

2955 N Swan Rd

Tucson, AZ 85712

0 (520) 258-4020 | F (520) 322-3599
stewart.com | keith wettering@stewart.com

stewart title

Real partners. Real possibiiities™

NYSE: 8YC
**Be aware! Online banking fraud is on the rise. !f you receive an email containing WIRE TRANSFER INSTRUCTIONS that differ
from what was provided, call your escrow officer immediately to verify the information prior to sending funds.**

DIC0011274



Receipt

On August 18, 2016 the Arizona Securities Division (Chief Investigator Gary
Clapper) provided Attorney David Beauchamp with one original Den$to loan file

identified as #3361 @H North 28" avenue, Phoenix, AZ 85053,
0 3,

- i 2
Signature/David Beauch_amp/DateM G M\ /7 5’%@
Signature/Gary Clapper/Date ﬂ ﬁ d&yf’ e?// oA
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EXH. NO. 5 ’ 3):91

Message "

from: Hall, Theresa [TheresaHall@{tic.com] m%;g#;é%ﬁ

Sent: 8/15/2016 9:35:54 AM

To: Beauchamp, David G. {dbeauchamp@clarkhill.com}

cc: . Equiworth, LLC (equiworthhomes@gmail.com) [equiworthhomes@gmail.cam]; Gary Clapper [GRC@azcc.gov]; Kevin
R.Merritt {kmerritt@gblaw.com) [kmerritt@gblaw.com]}; rzkaehler@yahoo.com

Subject: RE: 1720 E Windsong Dr, Phoenix- Deed of Release

Thank you David, | will make that correction.
We are ALL SET now with the pay off figure and the release.

Thank you for your heip!

Theresa Hall
Lawyers Title

17100 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308

Phone: 623 973 6060

Fax: 623 979 0428

Email: theresshali@ltic.com

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Thursday, August 18, 2016 7:24 PM

To: Hall, Theresa

Cc: Equiworth, LLC (equiworthhomes@gmail.com); Gary Clapper; Kevin R, Merritt (kmerritt@gblaw.com);
rzkoehler@yahoo.com

Subject: RE: 1720 £ Windsong Dr, Phoenix- Deed of Release

Theresa:

I just looked at the copy of the Deed of Release that | made prior to giving the original to your messenger. i appears
that the legal description is correct, but the Deed of Release appears to reference the wrong street address in the
middle of the document. You are authorized to have that reference corrected to reflect the actual street address of
1720 E. Windsong Dr. as is set forth in the DenSco’s files.

Thank you.
Sincerely, David

David G. Beauchamp

CLARK HiLL PiC

14850 N Scottsdala Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) ] 480.684 1166 (fax} | 602.319.5602 (cell)
dbeauchamp@clarkhill com | www.clarkhill. com

From: Hall, Theresa [ mailto; TheresaHzll@ltic.co
Sent: Thursday, August 18, 2016 2:42 PM
To: Beauchamp, David G.

CH_0008531
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Cc: Equiwerth, LLC
Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July.

Instructions listed below will be followed by Lawyers Titie.

Upon dosing of escrow — loan pay off funds will be wired to DENSCO bank account.

Thank you, Theresa

Theresa Hall
Lawyers Title

17160 N 67TH AVE, BLDG 2-200, GLENDALE, AZ 85308

Phone: 623 879 6060
Fax: 623 979 0428
Email: theresahall@ltic.com

From: Beauchamp, David G. [mailto:DBeauchamp@ClarkHill.com]
Sent: Wednesday, August 17, 2016 8:13 PM

To: Hall, Theresa

Cc: Equiworth, LLC

Subject: RE: 1720 E Windsong Dr, Phoenix- Last Payment in July,

Theresa;

The payoff information that | have concerning this loan is as follows:

loan no. 7964

1720 Windsong

Borrower: Equiworth LLC

Principal Due: $216,000

Interest due from 7-13-16 through 8-17-16 $3,780.00

interest per diem starting 8-18-16 through actual payoff date $108.00

| also have a signed and notarized Deed of Release and Reconveyance for this loan.

Please note that as | indicated in my previous email, we do not have any information concerning any payments into
DenSco’s bank accounts on or after July 27.  Accordingly, this payoff might not include any monthly interest payments
that were received after that date. We have been advised by the AZ Securities Division that we can only autharize
Deeds of Release and Reconveyance to be recorded in exchange for full payoffs. if there is a missing interest payment,
the borrower will be able to submit a reimbursement claim to the Receiver who will be authorized by the court to pay
any duplicate payments back tg the borrower, which will be after the Receiver can audit the payments made to the

DensCo account on or after July 27.

The original Deed of Release and Reconveyance is available to be picked at my office by the Title Company. You are
authorized to hold this Deed of Release until such time as you have sufficient and readily available funds in vour

possession to fund the payoff amount for this loan. At that time, you may record that Deed of Release and

Recenveyance when you are in position to pay the above payoff amount to DenSco’s account. If you have previously

CH_0008532
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made payments to DenSco in the last year, please use the same account information. If you do not have that

information, please let me know and we will provide that information. If for any reason the DenSco account cannot
receive the payoff payment, please advise me and hold such amount until the Receiver is appointed and the Receiver

canh make arrangements to receive such payment directly.
Please contact me with any questions.
Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoentx, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) | 602.319.5602 (cell)
dbeauchamp@ciarkhill.com | www_clarkhill. com

From: Beauchamp, David G.

Sent: Wednesday, August 17, 2016 8:03 PM

To: Equiworth, LLC

Cc: theresahall@ltic.com

Subject: RE: 1720 E Windsong Dr, Phoehix- Last Payment in July.

Larry:

Aceording to the AZ Securities Division, | do not have authority to make any adjustments from the payoff numbers that
are being calculated based upon DenSco’s financial numbers that Denny prepared on or before July 27. The Receiver
will be authorized by the court to make any adjustments after the Receiver is abie to update and reconcile DenSco’s
financial numbers for any payments after that date. You will need to submit your evidence of payment along with a

request for a refund to the Receiver,

Sincerely, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) | 480.684.1166 (fax) } 602.318.5602 (cell)
dbeauchamp@clarkhill.com | www.clarkhill.com

From: Equiworth, LLC [mailto:equiworthhomes@amail.com]
Sent: Wednesday, August 17, 2016 7:22 PM

To: Beauchamp, David G.

Cc: Theresa Hall

Subject: 1720 £ Windsong Dr, Phoenix- Last Payment in July.

Attached is a copy of the last payment made for 1720 E Windsong Dr, Phoenix.
The Escrow Officer is Theresa Hall, Lawyers Title, 602-993-4545. I've cc’s her in on this email.

Please et me know that you got this ok.

CH_0008533



Thanks.

Larry Schultz

Equiworth, LLC

480-620-6122

Email: equiworthhomes@gmail.com

LEGAL NOTICE: This e-mail, along with any attachment(s), is considered confidential and may be legally privileged. If you
have received it in error, please notify us immediately by reply e-mail and then delete this message from your system.
Please do not copy it or use it for any purposes, or disclose its contents to any other person. Thank you for your
cooperation,

NOTICE: The information contained in this message is proprietary and/or confidential and may be privileged. If you are
not the intended recipient of this communication, you are hereby notified to: (i) delete the message and all copies; (ii)
do not disclose, distribute or use the message in any manner; and (iii) notify the sender immediately.

CH_0008534
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ARIZONA CORPORATION COMMISSION

Wendy Coy, #013195 mIET 2018

1300 West Washington, 3 Floor O\ W fh K AES O
Phoenix, Arizona 85007 L SLERK
Attorney for Plaintiff DEFLTY Lo28K

Telephone: (602) 542-0633

| weoy@azce.gov

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT
ARIZONA CORPORATION COMMISSION ) No. cv 0¥ 2016-074142

)
Plaintiff ) APPLICATION FOR PRELIMINARY
) INJUNCTION AND APPOINTMENT QOF
v. ; RECEIVER
DENSCO INVESTMENT CORPORATION, an)
Arizona corporation
Defendant.

Nt St St S vt S

Plaintiff, the Arizona Corporation Commission (“ACC™), pursuant o A.R.S. § 44-2032(2)

& (4) and A.R.S. §ef seq., and in accordance with Arizona Rule of Civil Procedure 65, moves this

Court to appoint & Receiver for the Defendant (“Receivership Defendant”), with the power fo

muarshal, conserve and, where necessary, operate its assets. The ACC further requests, that this
Court issue a preliminary injunction enjoining the Defendant from the following:

» Transferring, secreting, dissipating, altering, selling, pledging, assigning, encumbering,

expending, concealing, conveying, liquidating, or otherwise disposing of any assets,

funds or property owned by the Receivership Defendant.
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This Application for Preliminary Injunction and Appointment of Receiver is based on the

ACC’s Verified Complaint, supporting memorandum, affidavit, and the argument of counsel.

Dated this t? day of August, 2016.

ARI OilA CORPO: ON,Z0O

By ig\ 4 X _{
Wendy Coy F
Attorney for the Arizdin Corpo

Commission
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ARIZONA CORPORATION COMMISSION
Wendy Coy, #013195

1300 Wes{ Washington, 3™ Floor

Phoenix, Arizona 85007

Atlorney for Plaintiff

Telephone: (602) 542-0633

weoy@azee.gov

STATE OF ARIZONA
MARICOPA COUNTY SUPERIOR COURT

ARIZONA CORPORATION COMMISSION ) No. ¢V _CV2016-1547147
) .
Plaintift } MEMORANDUM OF POINTS AND
) AUTHORITIES IN SUPPORT OF
v. ) APPLICATION FOR PRELIMINARY
) INJUNCTION AND APPOINTMENT OF
DENSCO INVESTMENT CORPORATION, an) RECEIVER
Arizona corporation
Defendant.

vauwv

L INERODUCTION.

Plaintiff, the Arizona Corporation Commission (the “ACC”), submits this Memorandum of
Points and Authorities In Support of ity Application for Preliminary Injfunction and Appoeintment of
Recelver to protect its ability to recover investor funds from Defendant. This matter involves
violations of the Arizona Securities Act in which Defendant raised at least $50 million dollars from
over 100 investors through the offer and sale of securities in the form of notes within or from

Arizona.

il. FACTS

Based upon the investigation condueied by the ACC, the Defendant appears to have raised

over $50 million from at least 100 investors. Unfortunately, the sole officer/divector/shareholder of
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the Defendant passed away suddenly and there is no one in charge of the Defendant to handle
business matiers and preserve assets.

Defendant offered to individuals the opportunity to invest in General Obligation Notes
{(*Notes™) of DenSco. The Notes were to be “socured by a general pledge of all assets owned by
or later acquired by the Company.” DenSco’s targest assets would be in Trust Deeds. DenSco
was to maintain a loan-to-value ratio at 70% percent or below in the aggregate for all loans in the
loan portfolio.

Based upon information and belief, since at least 2009, DenSco “has been . . . engaged
primarily in fimding purchases of houses through preforeclosure process, foreclosure sales and
funding and purchasing construction loans, all of which will be secured by real estate deeds of
trusts.” The Notes received interest only payments during the term and principal paid at matwrity.
Interest may be paid monthly, guattesly or at maturity,

According to the Defendant’s websile, “DenSco will target the funding of Trust Deeds on
Real Estate that is highly marketable, has sufficient equity, and the borrower Is competent in
fulfilling the obligation of the aote; while providing itivestors a constant rate of return on their
investment backed by a diversity of these properties with a strong loan-to-value ratio. Mast of
these loans will be te Residential and Commercial Foreclosare Specialists that will renovate and
then flip the properties in a relatively short perfod of time.”

The offering document specifically states that “Trust Deeds have a loan-to-value ratios,
no greater than 70 percent but with an objective goal of 50 percent to 60 percent.” At least one
borrower received loans totaling 100 percent of the loan-to-value.

The Lending Guidelines listed on Defendant’s website specifically state “First Position
ONLY!” The Lending Guidelines further stated that DenSco would lend up to 6026 (o 70% of the
value of the property. According to the investors, DenSco requires borrowers io put at least 20%
down on the home purchase and DenSco has a first pesition security interest in the resl estate.

Therefore the investors are protected even if the borrower defanlis,
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Between 2013 and September of 2015, DenSco stopped accepling new itwestors and new
maney from currend investors.

Upon information and belief, starling in about 2013, Densco started providing nvestor
funds to & borrower withoul obfaining a first position deed of trust on the real property. This
activity involved about 80 ioans and at least $28 million. This is contrary to what was explained
to mvestors and contrary o the description in the offering documents and website. Further, the
same horrower obtalned an apparent unsecuged loan of over $i4 million.

At some point, DenSco and the bomrower described above reached a forbearance
agreement. In about Cctober of 2015, the borrower failed to make its payments. This borrower
souglt protection under Chapter 7 ofthe U, §. Bankruptey Code,

After September of 2013, upon information and belief, DenSco began accepting investor
funds again, Upon information and belief, no disclosure was made to 1hose investors that a large
borrower had fatled to make payments on previous loans, Nor were investors told that DenSco
veas not in a first position on many deeds of trust.

Since at least 2009, the Defendant, directly or indirectly, raised at feast $50 million
through at least 103 investors.

Upon information and belief, there appeass to be a tofal of 138 outstanding loans' in
Defendant’s portfolio. Only 50 of those loans appear to be performing as represented to
investors. The estimated value of the 50 loans is about $4.9 million. Anotber five of the loans
will require collection or foreclosure and are secured with 2 first deed of trust. The estimated
value of the five loans is about $2.5 million. At least 83 of the loans, to the same borrower, do
not appear to be performing. In addition, it appears that the loans are unsecured. The vatue of the
83 loans is about $28 million. J1 appears that Defendant provided an unsecured note to the
borrower of the 83 Toans mentioned above in an amount about $14 million. Defendant does have

liquid assets in the aniount of about $1.5 million.

¥ These figures are based upon company records and have not bsen independently verified.

3
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7, LEGAL ANALYSIS,
A. The Inyestments Offered By The Defepdant Are Securities.
1. The Promissory Notes are “Securities.”

Defendant issued promissory notes to individual investors as evidence of the investments.
The Notes are securities because they are promissory. The Securities Act defines a secuzity ag an
“nofe.” A,R.S. § 44-1801(26). While a promissory note is presumed to be & security, the Supreme
Cowrt has identified certain types of notes that are excluded from the definition of security, See
Reves v. Ernst & Young, 494 U.8. 56, 65 (1990); MacCollum v. Perkinson, 185 Ariz. 179, 913 P2d
1097 (App. 1996)adopting the Reves’ test in Arizona.). In Reves, the Supreme Court held that
every promissory note is a4 security unless it bears a strong “family resemblance™ to a judicially
crafted list of non-securitics. Reves, 494 U.S. at 65. The parties may rebut the presnmption by
examining a note fransaction in Mght of four factors. Jd at 66-67: Instruments do not have a
familial resemblance to one of the excluded categories and, thus, are considered o be securitios if
(1) the seller’s motivalion is to raise money or finance investmenis and the buyer’s purpose is to
make a profit; (2) there is corumon trading of the instrument for speculation or fnvestment; (3) the
public expects that the imstrument is a sequrity; and (4) there is no other regulatory scheme to

significantly reduce the risk of the instrument, thereby rendering the application of the securities

laws wnnecessary. /& Applying the “familial resemblance™ test, the Notes do not bear a family

resemblance to any of the categoties listed in Reves, and thus are secutities.
B. The Defendant violated the Antifraud Provisions of the Arizona Securities Act,
Under AR.S. § 44-199], it is & frandulent practice and unlawful for a person, in connection
with a transaction or transaclions within or from this state involving an offer to sell or buy

securities, or a sale or purchase of securities, to directly or indirectly do any of the following: make
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vntrie statements of material fact, or omit to state any matesial fact necessary in order to make the
statements inade, in the light of the circumstances in which they were made, not misleading; or
engage in any lransaction, practice or course of business which operates or would operate as a
frand or deceit. A.R.S. § 44-1991(A)2)(3). Securities fraud may be proven by any one of these
acts. Hernandez v, Superior Court, |79 Ariz. 515, 880 P.2d 735 (App. 1994).

In the context of these provisions, “matetialify™ requires a showing of substamial likelthood
that, under all the circumstznces, the misstated or omitted fact would have assumed actual significance
in the deliberations of a reasonable buyer, Trimble v. American Sav. Life Iny. Co., 152 Ariz, 548, 553,
733 P.2d 113} (1986). Under this objective test, there is no need to investigate whether an omission
or misstatement was actually significant to a particular buyer. Additionslly, the affirmative duty nolto
mislead pofential investots in any way places a heavy burden on the offeror and removes the burden of
investigation from the investor. Trimble, 152 Ariz. at 553, A misrepresentation or omission of a
material fact in the offer and sale of a secwrity is actionable even though it may be vnintended or the
falsity or misieading characer of the statement may be unknown. In other words, scienter or guilty
knowledge is not an element of a violation of A.R.S. § 44-1991(2). See e.g., State v. Gunnison, 127
Ariz 110, 113, 618 P.2d 604 (1980). Stated differently, a seller of securities is strictly linble for any
of the misrepresentations or omissicns he makes. Rose v. Dobras, 128 Ariz. at 214, Additionally,
there is no requirement to show that investors relied on the misrepresentations or omissions, Rose, 128
Ariz. af 214, or that the mistepresentations or omissions caused injury to the investors. Trimble, 152
Artiz. al $53. A primary violation of AR.S. § 44-1991 can be either direct or indirect, It iz now well-
settled in Arizona that indirectly violating A.R.S. § 44-1991 is nol to be narrowly interpreted. Barstes
v Fozack, 113 Anz. 269, 550 P.2d 1070 (1976)(Officers of company could be liable under A.R.S. §

44-1591 for the frandulent statements of 2 salesman of the security.)

L
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As set forih in the Verified Complaint and supported by the atiached Affidavit of Gary
Clapper, the Defendants have violated AR.S, §44-1991 by: (1) misrepresenting to investors that
DenSeco would loan up to 70% of the value of the property, when in fact, with at least one borrower,
DenSco pravided $28 million in loans at 100 percent of the value of the property; (2) filing to
disclose to investors that many foans were not seeured with a first position deed of trust; (3) failing to
disclose to investors after Qctober 2015, that at least one borrower had failed to make payments on
over $28 million in loans; and (4) fuiling 1o disclose to mnvestors that DenSco provided over a $14

million unsecured Ioan, Any one of these sctions would violate the Securities Act.

IV, REQUESTED RELIEF

A. Preliminary Injunctions ere Appropriate,
AR.B. § 44-2032(2) authorizes the ACC to seek injunctive relief when it appears that a

person has engaged in, is engaging in or is about to engage in act, practice or tansaction in
violation of the Securities Act. AR.S. § 44-2013(A) provides that the ACC may request that the
Superior Courl issue a preliminery injunction resitraining the Defendant from removing,
encumbering or otherwise disposing of the property located within this state,

Preliminary injuneiive relief against Defendant is appropriate. The Defendant has no
officer/director/shareholder 1o wind-up the affairs of the emtity. Based upon the information
contained in the Clapper affidavit aitached, there are substantial assets including real estate that
need o be maneged for the protection of the investors. In addition, there are many claims the
Defendant may be able o assert (o protect the mvestors funds,

B. Appointment of a Receiver is Appropeiate

As sel forth above, pursuant to the Securities Aot, courts may order appointment of a
Recelver to preserve Defendant’s assets and to ensure that investors are protected from unlawfil

conduct. A.R.S, § 44-2013. The ACC requests the appointment of a receiver to preserve the assets

6
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in the possession of, or under the control of the Defendant, As is shown by the Affidavit of Gary
Clapper, there are substaniial real property asgets that need to be liquidated and liquid assets that
need 1o be preserved for the benefit of the inves(ors, It would be impossible to make the investors
whole without all of the funds and/or assets, As stafed herein, a receiver is necessary to safeguard
furds and preserve assets for the benefit of the investors. A receiver is necessary here to marshal,
liquidate and distribute assets.
VI CONCLUSION
Based on the foregoing facts and for the reasons set forth above, the ACC respectfilly

requests that the Count enter the attached order.

Dated this % of August, 20186.

Attorney for the Arizon
Commission
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STATE OF ARTZONA
AFFIDAVIT OF GARY CLAPPER

County of Maricopa

S St gl

I, Gary Clapper, being duly sworn, say as follows:

1. 1amaresident of Maricopa County, Arizona and am over the age of cighteen (18).

2. Dhave personal knowledge of the matfers stated in this affidavit and am competent
to testify to them.

3.  Iunderstand that this affidavit may be used in a court of faw,

4, 1 am the Chief Investipator for the Securities Division of the Arizons
Corporation Commission (“Commission™).

5. I am assigned to assist in the investigation involving DenSco Investment
Corporatien (*DenSco™

6. According fo the Arizona Corporation Comntission, Corporations Division
website, DenSco Is incorporated in Arizona. DenSco was formed April 30, 2001, and has an
address withm Maricopa County.

7. 1obtained & copy of the DenSca 2009 Private Placement Offering Memorandum
(“offering document™). A number of investors have stated that the offering documents were
provided to them prior to making an investment in DenSco,

8.  According to the offering docimment obtained fron: an investor, DenSco intended
to offer general obligations notes ("Notes™) to investors. The investors® fimds were to be used
10 Jend money to “Poreclosure Specialists” for the purchase of foreclosed/distressed properties,
both residentizl and commercial, This information was confirned during interviows with
investors.

9.  The Notes offered to investors were to be secured through the assets of DenSco
which mainly consisted of first lien positions Deeds of Trust, This information was confiimed

during investor interviews, a review of the offering document and DenSeo’s website.
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10. The Notes issued to the investors directed monthly or quarterly interest
payments with the principle being paid at maturity. This information was confirmed during
irtvestor interviews and a review of the offering document.

11.  DenSco would loan money to borrowers. The property loan to value was to be
no greater than 70% of the property value. This information came from investor interviews, a
review of the offering document and DenSco’s websiie.

12.  According to Investor inferviews, in about 2013, DenSico stopped accepting new
investor money. Since September of 2015, DenSco bepan aceepting new investors and
additional investments frorm current investors.

13. During the course of the investigation, it was discovered that DenSco had lent
money 1o at least one borrower without DenSco secured in the first position on the Deeds of
Trusts. This activity involved about 80 of the 138 properties cumently with outstanding loans
and otaled about $28 million. This borrower stopped making payments in about October of
2015,

14,  This same borrower also received =am unsecured loan from DenSco for $14
million and has defanited on thet loan.

15,  According to informaiion obtained during the investigation, DenSco raised
approximately $50 million from about 103 investors.

16.  Information provided to investors disclosed the following;

a. $1 million in DenSco bank accounts
b, 54,981,736 in Notes thal are believed to be secured by deeds of trust and
should be liquidated in the near future.
e. $2,533,000 Notes that are secured buf need collection.
d. $28,178,600 Notes that appear to unsecured.
e. 314,339,339 in an vrsecured Note.
17. Based upon information obtained in the investigation, the soie

officer/director/shareholder of DenSco is deceased. To my knowledge there are no emplayees
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or other officers of DenSco. The Personal Representative of the individval’s estate is not

interested in operating DenSco. The Personal Representative resides outside of Arizona,

M £ Ly

(Sigoature)

ngust, 2016,

SUBSCRIBED AND SWORN TO BREFCRE me this 17%day o

My Commission Expires:
/006~ ]R
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