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SUPERI OR COURT OF ARl ZONA
COUNTY OF MARI COPA

PETER S. DAVI S, as

Recei ver of Densco

| nvest ment Cor poration, an
Ari zona corporation

Plaintiff,

VS. CASE NO Cv2017-013832
CLARK HI LL PLC, a M chigan
Limted Liability Conpany;
DAVI D G BEAUCHAMP AND
JANE DOE BEAUCHAMP,
husband and wi f e,

N N N N N N N N e N e e e e N

Def endant s.

ORAL DEPGCSI TI ON OF
WARREN BUSH
MARCH 20, 2019

ORAL DEPCSI TI ON OF WARREN BUSH, produced as a
W tness at the instance of the DEFENDANTS, and duly
sworn, was taken in the above-styled and nunbered cause
on March 20, 2019, from10:14 a.m to 1:.09 p.m, before
Ki mberly Byrns Buchanan, CSR, RPR in and for the State
of Texas, reported by machi ne shorthand, at the Marriott
Sol ana, 1301 Sol ana Boul evard, Westl ake, Texas 76262,
pursuant to the Arizona Rules of G vil Procedure and the

provi sions stated on the record or attached hereto.
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APPEARANCES

FOR THE PLAI NTI FF:

OCSBORN MALEDQN, P. A.

2929 North Central Avenue
21st Fl oor

Phoeni x, Ari zona 85012-2793
Tel : (602) 640-9377

E-mail: gsturr@m aw. com

BEAUCHAMP, husband and wi f e:

COPPERSM TH BROCKELMAN PLC
2800 North Central Avenue
Suite 1900

Phoeni x, Ari zona 85004

Tel : (602) 224-0999

E-mail: jdewl f @bl awyers. com

M. Ceoffrey MT. Stuff (via videoconference)

FOR THE DEFENDANTS, CLARK HI LL PLC, a Mchigan Limted
Liability Conpany; DAVID G BEAUCHAMP AND JANE DOCE

M. John E. Dewilf (via videoconference)
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PROCEEDI NGS
THE REPORTER W are on the record.
Woul d counsel please state their
appearances, and then | will swear in the wtness.
MR. DEWULF: John DeWilf for Defendants,
Cark H Il and David Beauchanp.
MR STURR: Geoffrey Sturr of Gsborn
Mal edon for the Plaintiff, the Receiver, Peter Davis.
THE REPORTER  Thank you.
WARREN BUSH,
having been first duly sworn, testified as foll ows:
EXAM NATI ON
BY MR DEWJLF:
Q So, M. Bush, off the record you told ne that

you were confortable with being addressed as Warren?
A Yes.
Q I's that right?
A Yes.

Q Al right. So let me talk to you a little bit
about the process.
Have you been deposed before?
Yes.
On nultiple occasions?

No. About 50 years ago.

o > O >

Ckay. There are a couple of things that |
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think wll make things nore efficient if we can both be
m ndful of them Nunber one is the Court Reporter wll
have a difficult tinme keeping track if we are both
speaking at the same time. So we need to extend the
courtesy to one another to allow the other to conplete
speaki ng before we speak.

Do you understand that?

A Yes.

Q And nmy questions today are intended to explore
w th you your know edge and nmenory about certain events.
If ny questions are difficult to understand, will you
let me know and 1"l rephrase thenf

A Yes.

Q Now, if you answer the question | ask you, |
w || assume that you understood the question. |I|s that
fair?

A Yes.

Q We try to break about every hour or so, but if
you need to break nore frequently than that, just let us
know. \Whatever your needs are, just let us know and
we' |l be happy to accommodate them

W appreciate you making the trip there to
West | ake and being avail able today. So just let us
know. All right?

A Al right.
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Q Your responses wll need to be audible so the
Court Reporter can hear you, and they'll need to be
verbal so she can understand you. So uh-huh, huh-uh,
t hose kinds of things are difficult to understand and
transcribe. So will you work on that --
A Yes.
Q -- to the best of your ability?
A Yes.
Q Ckay. The other thing is the -- well, | |ost
ny train of thought, so |let ne nove on.
| have some background information for
you, but not a |ot.
You're currently retired, right?
A Ri ght.
Q When did you retire?
A 2004.
Q And you currently reside in Southlake, Texas?
A No. Fort Wrth, Texas.
Q Al'l right. And how | ong have you been Iiving
in Fort Worth?
A Two and a half years.
Q Wiere did you nove fronf
A Al buquer que, New Mexi co.
Q Now, | know you're a CPA, right?
A Ri ght.
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Q And you' ve kept your CPA status current?

A |'ve been a Texas CPA for over 50 years, but ny
license is in retired status.

Q All right. Could you summarize for nme -- well,
where did you graduate high school? Did you graduate in
Al buquer que?

A Las Cruces, New Mexi co.

Q And then where did you attend col |l ege?

A New Mexico State University.

Q Did you -- was your degree in accounting?

A It was in business admnistration wth a
concentration in accounting.

Q Ckay. Any post-college education?

A No formal degrees, just numerous sem nars,
etcetera, fromny enployers.

Q Now, | want to talk to you about your kind of
career path,

| know you were a bank officer at one
point, and | know you worked with the FDIC for a nunber
of years. But could you sunmmarize for us in a narrative
fashion what you did after you graduated New Mexico
State, bringing us up to the point you retired in 2004?

A Yes.

My first job was with a Big Eight CPA firm
In El Paso, Texas, Peat Marwick Mtchell at the time. |
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was an auditor.

| was about to be drafted for Vietnam and
| chose to go to Air Force officer training school. |
was comm ssi oned and becane the accounting and finance
officer at Sewart Airforce Base in Tennessee.

| applied to be an auditor and was
accepted and transferred to Kirtland Air Force Base in
New Mexi co.

| was offered an early out of the Ar
Force when they were winding down Vietnam so | got out
at the end of '69 and went back to nmy former enployer in
El Paso, Peat Marwick Mtchell, and continued as an
auditor. And I went to work for the largest client of
that firm Farah Manufacturing Conpany, and becane an
I nternational accountant. They were starting
I nt ernati onal operations.

Fromthere, | took a sonewhat simlar job
w th Sonoco Manufacturing Conpany in Hartsville, South
Carolina. | was the adm nistrative manager for the
i nternational division and did such things as
consolidate the nonthly financials and so forth and
travel ed overseas.

Fromthere, | was enployed by a | arge bank
in Downtown Dallas. Due to nmy international experience,

| was the division controller for their international
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di vision and did accounting and anal ytical work for
| nterFirst Bank Dall as.

Q Warren, could | ask you roughly what year would
t hat have been that you would have joined InterFirst?

A | got out of the Air Force the beginning
of '70 -- around 1980 probably.

Q And on behal f of Jeff and ne, thank you for
your service to the country, the time you spent there.

So resune, if you could, after joining
InterFirst in roughly 1980, what did you do then?

A Ckay. Al of the -- that job lasted four or
five years, | believe.

And all of the | arge Downtown Dal |l as banks
failed in the -- around '85, '86, maybe a little later.
So InterFirst nerged with First Republic. North
Carolina National Bank bought them out when the
conbi nation failed and | believe went on to be Bank of
Aneri ca.

| briefly worked for a savings and |loan in
Lubbock, Texas, for less than a year. | was hired by a
former boss of mne fromthe bank. The nane of the
savings and | oan was Briarcroft. They noved the
headquarters to Austin, | believe. | had never noved
the famly to Lubbock so | -- that job term nated.

And, fromthere, | applied to work for the
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FDICin a tenporary position. They were hiring, and |
was hired as a |iquidation specialist, which nmeant that
they would take the | oans of the failed banks, create
recei vershi ps, and we woul d do what we could to pay back
t he bank insurance fund.

So during that period of tenporary
enpl oynent -- | forget what the official category was
called -- | closed probably 10 or 15 banks. | was
wor ki ng out of Bossier City Louisiana. And | --

Q And roughly what time frame are we tal king
about, Warren, that tinme when you were closing banks for
FDI C?

A. Late ' 80s.

And then | applied for a pernmanent
position wth the FDIC, and | was hired by the Ofice of
| nspector Ceneral for the FDIC. And | spent the |ast
maybe 15 years of ny career in that capacity auditing
t he various processes, |iquidation, bank exam nations.

And the final two years | spent on
assignment with the Assistant U S. Attorney in Denver.
| would travel to Denver weekly. And we had a speci al
office, including FBI agents, investigators for the FDIC
| nspector Ceneral, and | RS special agents.

W were working on a bank failure out of

Boul der that was the result of a nassive fraud and Ponzi

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com

10: 25

10: 26

10: 26

10: 27

10: 28



© 00 N o o b~ w N P

N N T N N R N T T o T T o S R S S T
aa A W N P O © 00 N OO0 O 0 W N . O

WARREN BUSH March 20, 20

19

Q Streets being east of Central and avenues being
west of Central, does that help you at all?
Was it near Ahwatukee?

A Yes. It was east of Central.

PETER S. DAVIS vs CLARK HILL PLC 12
schene.
And fromthat job | retired in about 2004.

Q Did you own property in Arizona at sone point
in tinme?

A Yes.

Q When?

A | bought a condo in 2010, | believe, as a
result of the DenSco investnment, which started in about
2005.

And, basically, it was going very well, so
ny wife and | deci ded we woul d do sonething specific
w th that noney.

Q What was the nane of the condo devel opnent ?

A Cachet at the Legacy Golf Resort.

Q And where was it, Warren?

A I n Phoeni x, basically at the corner of Baseline
and 32nd, | believe.

Q 32nd Street?

A | think so.

| forget the distinction whether it was
Street or Avenue. | know there's both.
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Q All right. And did you sell that property at
sonme point?
Yes.
Do you remenber when you sold it?
| sold it at the beginning of 2016.
You m nd ne asking why?

No, | don't m nd.

> O > O >

It was basically because we had been there
and done that for five or so years, and it sort of kept
ny wwfe and | fromtraveling different places because we
owned and were paying for the condo, so we would tend to
go there rather than anypl ace el se.

MR DEWJLF: So let's look at that first
docunent in the stack, Kim |t should be a March 22,
2005, letter on DenSco |etterhead.

Q (BY VR DEWJLF) Do you have that docunent?

A Yes.

MR. DEWJULF: Kim can we nmark that as 818?

([Exhi bit 818 marked.)

Q (BY MR DEWJLF) So the beginning of this
letter, Warren -- and, again, it's sent by Denny
Chittick and it's says to you on March 22,

2005 -- (reading): 1'mnot sure what ny dad has told
you about what DenSco is all about. You've known him

for along tine. You have to consider the source!
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The reading of the letter makes ne think
that you woul d have known Denny Chittick's father, who |
think is Eldon Chittick, prior to 2005. |Is that a true
st at enent ?

A M/ wife and | went to college wth El don and
his wfe, Carleen.

Q And Eldon's wife is Carleen, and that's spelled
Ca-r-l-e-e-n?

A | think so.

Q And so they went to New Mexico State as wel | ?

A Yes.

Q And so by the tinme that [Exhibit 818, which is
dated March 22, 2005, rolls around, do you know about
DenSco and do you know about it as an investnent
opportunity?

A | was told about DenSco by El don, Denny's
f at her.

Q And you ultimately chose to invest with DenSco
wth your wfe Fay, correct?

A Correct.

Q Now, |et me just circle back just for a nonent.

You were born in 19407?

A Yes.

Q And your wife is Fay?

A Yes.

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com

10: 32

10: 33

10: 33

10: 33

10: 34



© 00 N o o b~ w N P

N N T N N R N T T o T T o S R S S T
aa A W N P O © 00 N OO0 O 0 W N . O

WARREN BUSH March 20, 2019

PETER S. DAVIS vs CLARK HILL PLC

15

Q | don't want to embarrass you, but you renenber
what year you got married?
Yes. 1963.
1963?
Yes.
Al right. And do you have any children?

Two.

O » O >» O >

Can you give us their nanmes and their ages?

A Joanna was born in 1967, and Matthew was born
In 1970.

Q So let's go back to [Exhibit 818.

Can you explain to us why you chose to
I nvest in DenSco?

A Vel |, the investnment was introduced by El don,
and he knew that | had an interest in investing in the
stock market, and he thought DenSco woul d be a good fit,
having invested hinmself wth other famly and friends.

Q When you chose to invest in DenSco, did you
di scuss with Denny Chittick his business nodel, how it
went about | endi ng nmoney, and those kinds of things?

A Yes.

Q Do you renmenber what Denny Chittick told you
about his lending practices and procedures?

A Denny had a newinvestor notebook that laid it

all out in sone detail. It had all the forns and so
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forth. It had the business nodel. It had a

I ntroduction page, which sunmari zed the business, quick
facts and history, etcetera, etcetera. So it was al

| aid out in the manual.

Q So |l et ne ask about that because |'ve seen a
| ot of docunents in this case. |'mnot sure |'ve seen a
not ebook, and I'mjust trying to get a sense of what
that m ght be.

You know there were Private O fering
Menoranda that were provided to investors every two
years or so, but this notebook you' re describing, that's
sonet hing different than the POW

A The POM was undoubtedly part of that or
separ at e.

The not ebook was a typical one-inch binder
wth tabs, forns; the explanation of what an accredited
I nvestor was; the business nodel .

And, like | say, either the POM was part
of that or provided along with that.

Q Let me focus on what he -- what Denny Chittick
either told you or what he provided you in witing about
his | endi ng practices.

Did he talk to you about securing the
| oans he made with deeds of trust?

A Al ways first |eads.
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Q Did he talk to you about Loan To Val ue rati 0s?

A That was di scl osed at about 70 percent.

Q Did he talk to you about diversification, that
I's, not concentrating too many |oans with any particul ar
borrowers, that kind of thing?

A That was part of the POMas well. The maxi mum
concentration, | believe it was a mllion dollars.

The other thing that was interesting in
the first POMis the fact that Denny guaranteed to | ose
hinself, if there were losses, the first mllion
dollars. And since, at the tine | first invested, it
was only up to five or six mllion -- | believe it was
under ten -- the mllion-dollar guarantee was
si gnificant.

Q So woul d that be a loss on a particular |oan?
I s that what you're tal ki ng about ?
A No.

As you know, the notes are Ceneral
bligation Notes. They're not tied to any particul ar
property, which, to ne, is a good thing because you're
spreadi ng the risk

So the point is, if there were |osses, he
woul d take the first mllion-dollar hit.

Q Do you know how that mllion dollars was hel d?

Was it held in the nanme of DenSco or was it in a |line of
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credit? Do you have any idea?
A No.
But my assunption was he started the
busi ness with his own investnment of one or two mllion.
He gathered two or three nore fromfamly and friends.
So it would have been part of the capital of the
busi ness, so to speak.

Q Did he talk to you about how he would fund the
| oan? | n other words, to whom woul d he provide the
money in connection with the |oan and that kind of
t hi ng?

A | don't know the details of the process. |
certainly didn't know it at the time. But it was
what ever the process required to obtain the first |ien.

Q Did he ever talk to you about providing the
| oan nmoney directly to the borrower as opposed to
providing the noney to a third party, such as a escrow
conpany or a title conpany or a trustee?

A No.

Q So you -- the providing of the funds for the
| oan was done in a way that woul d assure DenSco of
having a first-position deed of trust against the
property?

A Yes.

Q Let's skip the next docunent in that stack and
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skip the docunent after that.

And let's go to an exhibit that -- there's
an e-mai | dated Septenber 21, 2009, from Denny Chittick
to you. Do you see that?

A |'ve got it.

Q All right. Wy don't you give that to Kim and
let her mark it.

MR. DEWJLF: That'll be 819.

(Di scussi on between the Reporter and
M. Bush.)

(Exhi bit 819 marked.)

Q (BY MR DEWULF) Warren, |I'mmainly showng this
as a point of reference for a couple of questions |
wanted to ask you

So these e-nails are dated Septenber
of 2009, and they primarily relate to kind of market
information. Do you see that?

A Yes.

Q Now, there are a number of e-mails to you from
Denny Chittick that contain market information on the
Phoeni x mar ket .

Do you recall receiving a lot of that type
of thing from hin?

A I'mrem nded of it by these exhibits.

He provided a quarterly wite-up on his
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Wb site, and | can't renenber whether this market
detail was part of that or separate fromthat.

Q Ckay. Was there a particular reason -- for
exanple, these e-mails are just wth you, as opposed to
you and a nunber of other investors.

Was there any sort of situation or
rel ationship you had with himregarding nmarket
information that was uni que that you knew of ?

A | think Denny just thought that | was uniquely
nmore interested in sone of this than maybe sone of the
ot her investors.

Q Did he ever come to you for advice about
DenSco' s business or how he went about |ending noney or
anything like that?

A No.

Q Let ne ask a broader question

Did he ever cone to you for advice about
anyt hi ng?

A No.

Q Do you know if anyone was giving Denny Chittick
advice with respect to the business of DenSco?

A Not to ny know edge.

Q Ckay. Did you ever gain any inpression or
opi nion of himas to whether he actually wanted advice

from anyone?
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A | don't think he wanted advi ce.

He seemed to know nore about it than
anybody, so he was the |eader in this regard.

Q Now, you say he seened to -- and we've had a
nunber of wi tnesses share with us that he was a really
bright man and really good w th nunbers.

Sitting here today, do you still believe
that he was someone who seened to know what he was
doi ng?

A Yes. That was always my inpression.

Q So these e-mails in 819 relate to that
2009 time frame. And, if you'll recall, the great
recession hit in 2008-ish, and it hit Arizona really
hard. But it appears fromeverything |'ve seen that
DenSco was able to work its way through and survive that
recession. Was that what you observed as well?

A Yes.

| didn't necessarily think that that was a
particul ar negative for DenSco because it provided nore
opportunity for the flippers. And as long as the
Loan- To- Val ues were updated in the declining market,
that was how that was handled. And | always thought of
Denny as an expert in values by nei ghborhood.

Q That rem nds of a question | forgot to ask a

nmoment ago.
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As he was explaining his business at
DenSco to you as an investor, Warren, did he talk to you
about the -- I'Il call it due diligence -- but the
research he did with respect to the properties that
woul d secure the [oans that DenSco was naking?

A My understanding early on was that he would do
a drive-by, sonetinmes with his father, and take pictures
of the properties and post themon the Wb site.

Later, | learned that those properties
were primarily exanples of what he was | ending on. The
busi ness noved so fast that he didn't attenpt to update
all of those pictures and properties as they turned
over.

Q Let me try to break that down a little bit.

So, as it relates to making the |oans,

t hough, your understandi ng was that he would drive by
the property that would be the subject of the -- that
was serve as security for the | oans he was naki ng?

A No. | don't think that's how he did his
eval uation. That was maybe nore for the purpose of
posting the pictures on the Wb site.

He woul d determ ne the value of the
property, add to it the amunt he was going to | oan, and
t hen make sure that the Loan-To-Value was 70 percent.

Q Do you know what he did to determ ne the val ue?
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Was it public records? Was it sonething el se, market
research?

A No, | don't.

Q Ckay. The description you provided to us that
Denny Chittick was sharing with you when you initially
becane an investor, did you ever |earn that he changed
his procedures and how he did | oans at DenSco?

A No.

Q So do you think that he was follow ng that
format that you' ve described when you initially becane
an investor, that he followed that format up to the tine
t hat he passed away in 20167
| thought he was.

Have you since |learn that had he wasn't?

Certainly.

O >» O >

What have you | earned since M. Chittick passed
away in July of 2016 about his | oan practices at DenSco?
A Well, I've learned -- |'ve read nost of the

material that's on the Receiver's Wb site.
|'ve learned that he did not maintain his
| oyalty to investors and famly. And, of course, |
| earned that he did not obtain first |iens.
Q Did you ever, Warren, neet any of DenSco's
borrower s?

A. Yes.
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Q Who did you neet?

A | attended a nunber of the MOV neetings
whenever | was in town, and that was nore borrowers than
I nvestors in attendance.

Q Do you renmenber any names of any borrowers you
met at these neetings?

A MIler Blackford, Kevin Potenpa, Don Kinble,
Bennett Caudle. That's all of the names that come to
mnd right now.

Q So for someone who is not famliar with this
MOMs neeting idea, that was a get-together that Denny
woul d organi ze where he brought borrowers together with
fol ks who were involved in honme inprovenents and fixing
properties up and that kind of thing, right?

A Yes.

And sonetines there would be a guest
speaker |ike soneone who took pictures of hones, did
st agi ng.

There was a representative --

Q So --

A -- once from Hone Depot that explained the
concessions they give to contractors and so forth.

Q You used the word "flipper" a nmonent ago when
you were tal king about the -- in response to one of ny

guestions. And the term"flipper,"” is that the idea
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where a borrower of DenSco would use a loan to buy a
property and would then quickly sell it to a third party
or maybe fix the property up and then sell it to a third
property, and they usually do that in a fairly quick
time frame?

A The idea was that the buyer would fix up the
property and remarket it, and typically that would
happen in a three- to four-nonth period.

Q So | started out talking to you about DenSco
working its way through the recession. Do you renmenber
how it did that?

A No.

| never took particular note of that
because of the fact that there were nore properties
avail abl e at the auction, and it was perceived by ne as
a opportunity.

There were sonme properties that were taken
back, and he would rent themfor a period of tine. And
notably, there was a 12-plex that he Ient on that took
sone time to |iquidate.

Q Under st and.

All right. So let's go back to the
docunents. The next docunment in the stack that | have
relates to this individual named Doug Vaughn, who |

think did business in Al bugquerque. And we're not going
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to mark that docunent.

Turn to the next docunment and we're going

tomrk it. It is an e-nail at the top that's dated
March 8, 2010. Do you see that?
A Yes.

MR DEWJLF: So let's mark that, Kim
(Exhi bit 820 marked.)

Q (BY MR DEWULF) So | want to focus, if | could
Warren, on the e-mail that starts at the top of the
first page fromDenny Chittick to you dated March 8,
2010. He says: It says seconds. [|'mnot sure how big
of that was his business but that's risky as hell.

|s he referencing here to the idea that
this Vaughn -- Doug Vaughn character was providing
I nvestors second-position deeds of trust?

MR STURR: (bjection; form Foundati on.

A Yes. That's what he neans by that.

Q (BY MR DEWULF) I'msorry. Say again

A That's what he nmeans by that, second |iens
rather than first |iens.

Q Ckay. So this would convey that Denny, in
observing this fact -- and did Vaughan end up getting
| ater prosecuted? Do you remenber?

A Yes, and inprisoned.

Q And was he perpetrating a Ponzi schene?
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A Yes.

Q So Denny Chittick's comment about seconds is
that he's observing that being in a second-position deed
of trust is risky because there nmay not be sufficient
value in the property to provide security for the |oan.
Is that fair?

A It's far nore risky because any first has to be
paid off before the second gets any noney.

Q Under st and.

Let me ask a broader question, Warren,
while we're tal king about this docunent.

Was there any doubt in your mnd that
Denny Chittick understood the fundanmental s of good
hard-noney lending at |east as early as 2005 when you
first became an investor?

A No doubt in nmy m nd.

Q So he knew the right thing to do to nake sure
t hat when investors entrusted himw th their noney that
he would use it in a prudent way to nake sure that they
were protected on the -- that the DenSco | oans were
protected and properly secured, correct?

A Correct.

Q And for -- well -- and we'll ook at sone
docunents, and | know you've seen them al so.

But really up to 2011 or 2012, he and
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DenSco had had trenendous success just doing the basics
of making sure that the nonies were handl ed and

saf equarded, that there were first-position deeds of
trust, and that there were proper Loan-To-Value ratios?

MR. STURR  Foundati on.

A Yes.

And | renmenber one tinme | asked Denny
specifically. | said, Denny, have you ever nessed up
and | earned after the fact that you didn't really have a
first lien when you thought you had?

And, of course, it doesn't matter if you
got paid, but | asked the question just to see how tight
the process was. Hi s answer was no.

Q Do you renmenber when you asked that question?

A No.

Q You choose to invest in 2005. But, according
to the records |I've seen, Denny Chittick started doing
busi ness through DenSco in, | think, around 2001. 1Is
that consistent with your nmenory?

A | didn't know about DenSco at the tine.

Q You didn't talk to Denny's parents about DenSco
bef ore 20057

A Not nmuch before.

Once | was --

Q Ckay.
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A -- offered the investnment, so to speak, | did
it fairly quickly. It was not a |long several -year
process.

Q When you did choose to invest in 2005, did you
do any research about DenSco's performance prior to you
maki ng your investment, in other words what the historic
performance had been of the conpany?

A | read the POM

Q And the POVs will typically provide sone
history of performance, right, to share with the
prospective investor?

A Very detail ed.

Q So let's go to the next docunment. |'m not
going to mark it yet. It's a e-nmail dated March 18,
2010. Do you see that?

A Yes.

Q Reed Smth, Jeff Phalen, yourself, and Jan
van Canpen, correct?

A Correct.

Q Was there anything in 2010 uni que about that
group that you would receive a separate e-mail from hin?

A No.

| don't specifically remenber these
peopl e, although |I've seen their nanes often.

Q So et nme digress for a nonment. But | think
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|'ve been able to discern fromthe docunments that were a
few individuals that you introduced the idea of a DenSco
i nvestment to, and those were Ral ph Hai ght, Tony
Burdette, and Van Butler. 1Is that right?

A Correct, correct.

Q And | et ne ask you: How did you know Ral ph

A Through a senior golf group in New Mexi co.

Q And how did you know Tony Burdette?

A Tony worked for nme back in -- at Farah
Manufacturing. And we had not kept up with each ot her,
but we got reacquai nted when he called ne after Farah
had had sort of a reunion of certain enployees. | did
not attend, but Tony did and he tracked nme down.

Q And how did you know Van Butler?

A Same golf group in New Mexi co.

Q So let's skip the next docunent and | -- for
now, let's set aside the subscription agreenent.

That next docunent in that stack has your
name handwitten on the first page, and then it has a
subscription agreenent contained in the docunent. Let's
put that aside for a nonment. Ckay?

And let's get the next docunment. This has
to do with M. Burdette's decision to invest. Let's

| ook at the docunent, which is dated August 9, 2010.

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com

11: 04

11: 04

11: 04

11: 05

11: 05



© 00 N o o b~ w N P

N N T N N R N T T o T T o S R S S T
aa A W N P O © 00 N OO0 O 0 W N . O

WARREN BUSH March 20, 20
PETER S. DAVIS vs CLARK HILL PLC

19
31

It's an e-mail fromDenny to you, Subject, Suitability
Question. Do you see that docunent?

A Yes.

MR, DEWJLF: Kim could you mark that?
(Exhi bit 821 marked.)

Q (BY VR DEWJLF) So the Docunent says: Dave
just called, he said it's been a guide |line but never
requi rement because of the stipulation that you can no
| onger count hone equity, he believes it will be dropped
fromthe guidelines.

| believe this is referencing David
Beauchanp as it relates to David comunicating with
Denny Chittick about investors and guidelines for
investing in a -- what would be an unregistered
security.

| s that what you understand that to
reference?

A This has to do with the definition of an
accredited investor, which is an SEC gui deli ne.

Q All right. | want to ask you about David
Beauchanp. This pronpts the question.

Did David -- or I"msorry.
Did Denny Chittick ever talk to you about
Davi d Beauchanp?

A | met David Beauchanp at the first investor's
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party that | attended, which nmay have been the spring of
2006.

Q Did you neet himany other tine?

A No.

Q Did you speak with David Beauchanp at that
I nvestor party?

A | did.

Q Do you remenber what you tal ked about ?

A Yes. | was, at the tinme, handling ny aging
nmot her's finances, doing stock nmarket investnents and so
forth. And ny nother would not have net the $1 nmillion
net worth requirenent for the DenSco investment, and |
was tal king to David about was there any way that |
coul d invest her noney and bring her in and I would step
in for her as the guarantor for the $1 million
requirenent.

Q Do you remenber what he told you?

A Basi cal l y, no.

Q Did you have any other conversations w th David
other than the one you' ve just described?

A No.

Q Did -- do you recall -- back to ny earlier
guestion, do you renenber Denny Chittick ever sharing
information with you about David Beauchanp?

A In regard to the POMand ny offer to read it
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for Denny as -- froman investor's viewpoint.
Q And what do you recall Denny sharing with you
about Davi d Beauchanp?
A | just remenber David was on sone of the
e-mai |l s back and forth regardi ng the POV

Q Al right. And let nme ask about that. And
we've put in this stack of docunent -- |'m not
necessarily going to mark themas exhibits, but it |ooks
| i ke you were involved in review ng the |anguage in the
2011 Private O fering Menmorandum and the 2013 Private
O fering Menorandum |s that correct?

MR. STURR (bject to the formand
f oundati on.

A | believe that's correct.

Q (BY MR DEWJLF) Al right. And you said a
nmonent ago, Warren, you used the word from an
"investor's viewpoint" or an "investor's standpoint."
Coul d you explain that to us?

What was your objective in review ng the
| anguage in the POW

A | thought about why | got involved in that in
the first place, and | cannot renenber. However, Denny
knew that | was the type that would read it word for
wor d.

And al so, at sone point, there had been a
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di spute with Tony regarding some of the |anguage in
there. And | can't renenber whether that occurred
before or after | was involved in reading the POM

But, nevertheless, | offered to do that as
a favor to Denny to nake sure that it read appropriately
froman investor's viewpoint. Denny --

Q Do you know if anyone else -- I'msorry. o
ahead?

A Denny was not a particularly good witer.

Q Was there anyone el se other than you, Denny
Chittick, and David Beauchanp, and perhaps the
accountant, to your know edge, that was involved in
reviewi ng the | anguage of the POM or any version of the
POW?

A No.

Q Ckay. So it would be fair to say that by 2011
Denny Chittick had grown to trust your judgment
sufficiently to have you involved in drafting -- or
hel ping to draft inportant docunents for hinf

A | think that overstates it quite a bit.

My invol venent was an after-the-fact
reader once it was prepared. And the purpose was to
clarify anything that didn't seemto nake sense to ne.

And | can't remenber specifically those

clarifications, but there were not too many. But |
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of 2016, did you ever conmuni cate by phone or in person
w th David Beauchanp?

A No.

Q There were sone e-mails that were exchanged
w th you and other investors and M. Beauchanp. Do you
recall that?

A | was rem nded of them when you provided ne
w th the docunents. | would not have renenbered those
specific e-mails.

Q Do you have sitting here today, Warren, any
conplaints or criticisns of David Beauchanp based on
what you know?

A Vell, yes. | read the lawsuits.

Q And what is your view of the criticisn? Wat
I's your criticismof hin?

A The nost glaring problem | can see has to do
with the forbearance agreenent.

And then, otherwi se, there's this
confusion as to who was his client, in other words,

whet her it was DenSco, Denny, or after his death, his

PETER S. DAVIS vs CLARK HILL PLC 35
bel i eve nost of them were accepted as | had offered
t hem
Q So et nme talk to you agai n about David
Beauchanp for a nonent.
After Denny Chittick's death in July
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I nvol venent. Looking back on that, | can see the
conflicts.

Q Let ne ask you about the forbearance agreenent.

|'s your view that they -- DenSco shoul d
not have entered into a forbearance agreenent?

A Definitely.

Q Were you aware of the fact that Denny Chittick
had al ready started an oral agreenent with Scott Menaged
before Denny -- David Beauchanp and his |law firm got
I nvol ved?

A No.

Q All right. The conflicts -- you understand
there is a provision in the Private Ofering Menorandum
that essentially says that David Beauchanp is counsel to
DenSco and Denny Chittick as its president? Do you
recall that |anguage?

A Yes.

Q Your nmenory and experience is that Denny
Chittick was the primary actor for DenSco, right?

A Ri ght.

Q In serving in his capacity as | awer to DenSco,
Davi d Beauchanp woul d have to conmunicate to
M. Chittick in his role as an officer and director of
the entity?

A Yes.
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Q All right. Let's look at the next docunent in
the stack, which is a DenSco formthat's a -- it's a
statenent of February 2011. Do you see that docunent?
A Do you mean ny investor statenent?
Q Yes.
A Yes.
Q That's it.
MR. DEWJLF: Kim could you mark that,
pl ease?
O f the record.
(Exhi bit 822 marked.)
MR. DEWULF: So, Kim why don't you mark
822. W'l take a break.
How nuch time do you need, Warren? Wat
woul d be a good break tinme?
THE W TNESS: Five m nutes.
MR. DEWULF: Al right. Let's resune in
five mnutes then.
Thanks, Kim
THE REPORTER: Ckay. Of the record.
(Break was from11:18 a.m to 11:24 a.m)
Q (BY MR DEWULF) So |I'm show ng you 822, Warren
A Yes.
Q And this is a DenSco form It says it's a

statenent as of February 2011, and it shows a current
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Does that appear accurate?

A Yes.

Q And then interest earned is shown on the | ower
right side of the docunent, and it shows the interest
you woul d have earned for 2005 through 2011. Do you see
t hat ?

A Yes.

Q O through February of 2011.

And you were one of those investors where
your interest accrued year to year, correct?

A Correct.

Q And when we use that description, what we're
saying is that you're not receiving interest paynments
either on a nonthly or quarterly basis, but rather the
I nterest that you earned on your principal is just held
by DenSco and continues to accrue over tine?

A Yes.

Q All right. And did you do any further
I nvesting beyond what's being descri bed here?

A No.

PETER S. DAVIS vs CLARK HILL PLC 38
i nvest nent bal ance of $217, 809. 59.
And on the investnment history, it shows
that you made an investment on March 31, 2005, of
$50, 000; anot her investnent on July 8, 2005, of $50, 000;
and anot her investnent on May 1, 2006, of $20, 000.
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Q All right. Was there a reason why you di d not
I nvest in DenSco after 20067?
A Vell, I'"minvolved in other investnments, stock

Q.

mar ket and sonme oil royalties, and there was no negative

reason why | didn't invest nore.

But the 12 percent is attractive, when you

subtract the taxes, it gets down to about nine percent,

so | can do that well in the stock market.

Al'l right. Understand.

So let's skip the next page -- the next

docunent. Skip the next docunent.

Let's go to a docunment, the fairly thick

docunent. It's dated April 8, 2011, at the top. Do you

see that?
A Yes.
Q Coul d you have that marked by Kinf

([Exhi bit 823 marked.)

Q (BY MR DEWJLF) Warren, |'m show ng you 823.
And this is, again, market information being shared wth
you. It also shows it's being provided to your
wfe -- oh, I"'msorry, to Jeff Phalen, Tony Saundra
Smith. But it has to do with the market in early 2011.

You' ve had an opportunity to reviewthis

docunent ?

A |'ve leafed through it.
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Q Do you renmenber -- in this e-mail that starts
at the top of that first page, Denny Chittick is
describing to you the fact that it's been a busy nonth,
and it |looks like he was referring to the March 2011
mont h.

He says: | typically do 25 to 30 deals a
month. | did 76 last nonth. First week of April, 34.

Do you recall that tine frame of early
2011 being a tinme when DenSco was very, very active in
maki ng | oans?

A No.

Q Ckay. Do you renenber anything about early
2011 as it relates to DenSco?

A No.

Q All right. So let's goto -- well, let's skip
t he next docunent.

And the one after that document relates to
the 2011 private offering menorandum Do you see that?

A What' s t he date?

Q It's dated June 11, 2011.
A Yes.
Q Al right.

MR DEWJLF: And so let's mark this just
for reference, Kim
([Exhi bit 824 marked.)
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Q (BY MR DEWULF) | just -- earlier in your
deposition, Warren, | asked you about your invol venent
wi th DenSco in connection with review ng and revising
portions of the |language in the POM Do you recall that
area of testinony?

A Yes.

Q How di d you communicate to Denny Chittick the
modi fications or clarifications that you thought would
be hel pful ?

A E- mai |

Q And did you just send himthe summary of the
thi ngs you thought should be changed or did you actually
redline the docunent?

A | didn't redline. | just comunicated by
e-mail. | didn't actually work on the docunent.

Q All right. Let's skip the next docunment, and
let's go to a docunent that is dated June 20, 2011.

A Ckay.

(Di scussion off the record.)

Q (BY MR DEWULF) I'mmainly showng this to you
Warren, because it contains sone calculations on it and
it relates to, | think, a nonthly statenment that was
bei ng provided to you.

And it appears that, in your review of the

statenent, you thought that m ght be inaccurate. |Is
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that right?

A Correct.

Q And Denny Chittick responded at the top of that
first page, and he goes through all the cal cul ations,
and he basically agrees there was a mscalculation. H's
spreadsheets were correct. But he didn't communicate
that in his statement to you?

A Correct.

Q Well, ny purpose in asking about this docunent
Is to show that what -- were you generally observing
that Denny Chittick was adept at nunbers and
cal cul ati ons?

A Yes.

Q Did you ever talk to himabout how he kept
track of everything?

A Just in general.

He woul d mai ntai n el aborate Excel

wor ksheet s.

Q Did he ever share with you and -- did you ever
meet David Preston, his CPA?

A Yes.

Q How di d you neet hinf
A David attended the yearly investor's parties in
the spring.

Q Did you ever |learn what David Preston was doing
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for DenSco?

A Yes.

Q What did you | earn?

A He prepared the 1099s for the interest. He
prepared the tax returns.

Q Do you know if anyone did periodic financial
statenents for DenSco?

A | don't knowthat a third party did. | believe
Denny did his own.

Q Were any financial statements of DenSco ever
shared with you?

A Not hi ng ot her than what was contained in the
quarterly updates and the POVs, which were not conplete
financial statenents.

Q Do you know i f Denny ever used -- the POM if
you'll recall, indicates that he m ght use consultants
or third parties to help himat DenSco.

Did you ever becone aware of Denny ever
using any persons to help himat DenSco?

A | believe his wife, when they were married,
hel ped hi m sone.

Q Anybody el se?

A Nobody ot her than the backup guy. | can't
remenber his nanme right now.

Q Robert Kohl er?
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A Yes.
Q Did you ever neet Robert Kohler?
A Yes.
Q Did you ever communicate wth hin?
A No.
Q You renenber how you net hinf?
A At one of the investor parties in the spring.

Q Ckay. Did -- you know M. Kohler is referenced
in the POM Do you recall that?

A Yes.

Q And did you understand that M. Kohler -- in
the event sonething were to happen to Denny Chitti ck,

M. Kohler would step in to help with DenSco's busi ness?

A Yes, to unwind it.

Q Did you ever talk to Denny Chittick about
Robert Kohl er?

A No.

Q Let's skip the next docunment in the stack,
Varren. And let's ook at the next docunent. And I'm
not going to mark it.

But there's a reference to LLR paragraphs
inthe POM And | wasn't quite sure if that relates to
risk factors or sonething else. What is LRR-- or, I'm
sorry, LLR reference?

A That's the June 20th e-mail ?
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Q Yeah, it's June 20th
| f you | ook hal fway from Gus Schnei der,
the lawer, he -- and | think your -- well, they forward
the e-mail to you. But there's a reference to an LLR
par agraph found on pages 16 and 26. | just didn't know
I f you know what that refers to.
A Not of f hand.
Q All right. Let's ook at the next docunent.
Skip that.
There's a subscription agreenent. And

given what we saw earlier with the exhibit which related
to the total investnents you nmade being conpleted in
2006, here's the docunent that relates to investnment in
2011. But | take it this docunent was never signed by
you?

A What | have is not signed by ne.

But | think what this is about is, when
the notes would nature, there would be a redo of the
not es.

Q Understand. Al right. That helps ne. So
we'll get to sone docunents later which will -- that
hel ps as background and -- for a couple of questions. |
appreci ate that.

Lets skip the next docunent.

Let's go to a docunent that is dated
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August 4, 2011, an e-nmail fromDenny Chittick to you.
Do you see that?
A Yes.
(Sotto voce discussion between M. DeWl f
and M. Sturr.)

MR DEWJULF: Kim could you mark that as
an exhibit?
(Exhi bit 825 marked.)
Q (BY MR DEWILF) So Exhibit 825 is an e-nail
fromDenny Chittick to you dated August 4, 2011. Do you

see that?
A Yes.
Q Paragraph 1, Number 1, he says: | have

330 loans, all current.
And t he next paragraph, Nunber 2 -- and
then it goes on to say other things.

And then the next paragraph, Nunber 2, it

says: | have turned down 2 mllion worth at [oans in
the last 47 hours because |'mout of cash. | would have
done every one of them | have 700,000 planned to be

reserved, plus 500,000 in ny account reserved. Another
500, 000 ready to be deployed to guys that buy with cash
and just want me to take themout of it when | can.

Did | read that correctly?

A. Yes.
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Q So | wasn't clear about what he was sayi ng and
maybe, because you were communicating with him you can
under st and.

| think what he's saying here is that he

has a [ ot of borrowers who want |oans, but he's turning
t hem down because he doesn't have the cash from
i nvestors to nake the | oans?

A Correct.

Q But then he goes on, and he says he's got
700, 000 planned to be reserved. Do you know what he's

sayi ng there?

A My guess woul d be that sometines guys woul d pay
himinterest to keep the cash reserved before they
needed it.

Q As a borrower, you nean?

A A borrower woul d.

Q Ckay. And then he says: Plus 500,000 in ny

account reserved. And another 500,000 ready to be

depl oyed.

So this is nmoney he's holding back to be
used for future loans. |s that the way you're reading
it?

A Sounds like it.
Q Then the next -- Nunber 3, Warren, says: |
just met with a guy today that with help of a private
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equity group wants to buy 20 a nonth. They have been
buyi ng about 10 to 15 a nonth.

Do you know -- did he ever share with you

who this guy was?

A No.

Q Do you suspect it m ght be Scott Menaged?

A No, | did not suspect that. | never knew of
Scott Menaged.

Q All right. And so let's go to the next
docunent .

Earlier, you identified a group of
borrowers that you had net at some of the MOM s
meetings, but this docunent references a Kevin Potenpa,
whi ch was one of the individuals you said you had net at
one of the MOM s neetings who was a borrower.

Can you share anything with us about
know ng anyt hi ng about M. Potenpa?

A Yes.

Q What can you share with us?

A In the MOM's neetings, Kevin struck ne as a
person who was nore broadly involved in the marketpl ace
than just the typical flipper.

And one thing that | recall is that he was
aware of a group of investors fromeither New Zeal and or

Australia that were using their strong currency to come
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into the depressed market and buy up many, naybe
hundreds, of these foreclosures with the business plan
of holding themfor several years, renting them and
then |iquidating them
So Kevin was aware of things like that.

And then the other thing about Kevin
that's notable is that at one of the MOM s neetings
Kevi n convinced Denny to allow a group by the name of
Payson Petroleumto pitch an oil and gas investnent with
the idea that this type of investnent had tax advantages
for the participants in DenSco.
Q Did you ever |earn whether any of the investors
or other borrowers ever did business wth M. Potenpa?
A | believe Kevin was a borrower.
Q He was a borrower.
These ot her individuals, you nentioned
thema MIler -- was it Blackford?
A Yes.
Q Did you get to know himor do you have any
know edge of hinf
A Got to know hima little bit fromthe MOM s
meetings and the investor parties.
He had |ived or had a business in
Al buquerque for a period of tinme, so we had sone things

in common. He was a golfer, and one tinme he hosted the
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MOM s neeting at his golf club.
Q And how about Don Kinble? Any know edge of him
other than having nmet himthe one tinme at a neeting?
A Just that he was a very nice, personable guy.
And tal ked to himseveral tines, again, at the investor
parties and the MOMs neetings.
Q Did -- and Bennett Caudle, | think, was the
ot her borrower you identified. D d you ever get to know
t hat individual or anything about hin?
A Just a little bit.
The reason why | renenbered Bennett
specifically is because he had the sane | ast nanme as a
boss of mne at Sonoco Products Conpany, so it was easy
to renenber the name Caudl e.
But he and Denny went into partnership on
a very large property in a promnent |ocation, | think,
going toward Pinnacle Peak. And this property used to
be sone sort of a enbassy house where they would
entertain and so forth.
And so one tine we drove up
there -- Denny, his parents, and ne and Fay -- to | ook
at this property. And it was kind of notable because it
certainly wasn't a typical DenSco investnent, and |
think there was sone sort of a special arrangenent with

Denny and Bennett on this particular property.
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Q Was it a DenSco investnent or was it being done

by Denny Chittick personally?

A | don't know.

Q Do you renmenber roughly when that was?

A No.

Q So let's go back to the stack of documents
Varren. And these are docunents that were really
intended -- or this one is -- to refresh your nenory.

So this document has to do with the Little
League Basebal | schedule for one of Denny's sons. It
doesn't reference which one. And later you'll see a

docunent that references a soccer schedul e.
Did you and your wife, Fay, attend sone of

Denny's boys' sporting events?

A Yes.

Q How often woul d you do that?

A Maybe 10 or 15 tines. W would nake a point of
it whenever we were at the condo.

Q Did you ever spend tinme at Denny Chittick's
hone?

A Yes. My wife and I --

Q And how was it -- okay.

A M/ wife and | stayed there the first investor's
party that we attended. And we were there for occasions

such as Thanksgiving, St. Patrick's Day. Did that
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probably four tines, four or five tines.

Q And woul d Denny's parents typically be there
al so when you were doing these things?

A Yes.

Q For these |ike Thanksgiving, St. Patrick's Day,
woul d there be other investors attending too or would it
be just famly and perhaps you and your wfe?

A On a coupl e of occasions, Ranasha's parents
were there. And there were a few others that woul d have
been invited, but not investors.

Q And the property that you visited was in this
devel opment Trevia, | think, is the nane of the
devel opnent ?

A Are you tal king about Denny's residence?

Q Yes.

A Yes. | can't renmenber the nane of the
devel opnment, but sane house as long as | knew him

Q So Denny lived in that house for a fairly
extended period of tinme?

A Yes.

Q How woul d you describe his lifestyle that you
woul d have observed, if you could share with us?

A Very frugal. He lived in a big house that |
believe was paid for fromhis time at Insight, but the

furni shings were nodest. H's lifestyle was nodest.
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Q There is reference to the fact that he at one
poi nt bought a Tesla car. Do you recall that?
A Yes.
Q Was that a big deal as it related to his
|ifestyle or not?

A No, not particularly. | think he was just
intrigued by the concept.

And one interesting point is he wasn't in
any hurry to get it because when he first decided to buy
it it was not offered in green. And Denny was
color-blind, | later |learned, and there's something to
do with himfavoring green, so he waited until they'd
make a green one.

Q So there are references in sonme of the
docunents -- | haven't marked them for your deposition,
Warren -- about himnot being happy about lawer's bills
and paying attorneys fees and that kind of thing. D d
he ever share that with you?

A Yes. He would conpl ain about those kinds of
t hings, and he was certainly frugal in that point of
Vi ew.

Q Did you ever see any other evidence of him
being frugal, either at his parties or at his house?

A VWl |, he sort of prided hinmself in putting on

the party for a thousand dollars for so, which was
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mnimal for that type of a party.

Q Did he ever save food or drinks fromthose
event s?

A Yes.

Q What do you renenber about that?

A VWell, typically, he would have maybe El don and
| go buy the wine and the beer, and then he would save
what was |eft over fromyear to year.

Q Wien -- |'ve seen -- there's one e-mail from
his ol der sister -- well, let me ask a general question.

Did you get to know any of Denny
Chittick's siblings?

A Met themall. Visited Quilene in Bend, Oregon,
when they had a party for Eldon, attended that. Briefly
met the other two girls.

Q Now, did the other two girls are, | think
Shawna and Sharla. Does that ring a bell?

A Yes.

Q Did you ever gain any inpressions of any of the
girls: Quilene, Sharla, or Shawna?

A Wl |, Sharla was a student type who studied
environmental history. And Shawna was a busi ness type
back in Coeur d' Al ene.

Q |'ve seen a series of e-mails between Sharl a

and Denny that would | eave you with the inpression that
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they weren't as close as Denny may have been to his

other sisters. D d you ever see that or learn that from

anyone?

A | do know that he was probably closest to
Shawna.

Q | sawin witing a point where Sharla was

critical of Denny's |ove of noney or obsession wth
money. Did you ever see any evidence of that?

You nentioned he was frugal, but did you
ever see any evidence of noney being nore inportant to
himthan it mght be to others?

A He was a businessperson and striving to nmake a
profit, but he certainly didn't use his noney for an
extravagant lifestyle. Mybe a better way to put it is
that for Denny noney is how he kept score.

Q One of the -- and now | want to ask you
about -- a little bit about now, in retrospect, your
take on things in light of Denny Chittick's suicide.

But | et me ask nore of a background
questi on.

You know, this -- there were sone folks
that were on the TV show Property Wars and -- including
this Scott Menaged individual. And these were fol ks who
were on TV and had interesting |ifestyles, etcetera.

D d anyone ever share with you that he was
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interested in that lifestyle or envious of it or was
attracted to it or anything like that?

A. | don't think he was.

Q Did you ever neet Denny's uncle and aunt, Arden
and Nina?

A Yes.

Q On nore than one occasi on?

A Yes.

Q Fam |y gatherings, social events, that kind of
t hi ng?

A They were probably at a couple of the DenSco
parties. And | net Arden once in Seattle where he was
working, and ny wife and | were there with Denny's
parents.

Q So, in terns of knowing Denny Chittick, aside
fromfamly nenbers, do you know of anyone ot her than
famly menbers who you think would have -- and, of
course, his forner wife, Ranasha, can you think of
anyone that would be sonmeone who coul d share -- would
have know edge of Denny Chittick and what kind of person
was, his character traits, those kinds of things?

A No.

Q Do you feel |ike anobng the investors you would
have known himas well as anyone did or not?

A No, | don't think so.
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He was in contact with his investors and
borrowers a ot nore than he was with ne.
And you have to realize, Denny was about
t he same age as ny children.
Q Was it your experience that he was an easy guy
to get to know?
A Yes.
Q Do you feel |ike you knew hi mwell or you just
knew himat a certain |evel?
And | know that's a hard thing to answer.
But you now -- we now know that a nunmber of things have
transpired wwth himand I'm-- so | ask -- it's a
difficult question. But do you feel like you really
knew himwel | ?
A Reflecting onit, | would have to say no.
Q And is that because he conmmtted suicide?
A Well, that's because he betrayed his investors
and famly.

Q Do you have any thoughts today as to why he did

t hat ?
A No.
Q Let me ask you, if | could -- there's a

docunent | forwarded to you separately, Warren, that is
aletter that he wote to the investors before his

death. Do you have that docunent?
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A Yes.
Q | think it's already Exhibit 448. It should

have a stanp on it already.

A Yes, it does down at the bottom Yeah.

Q All right. So let's not remark that. Let's
treat that as Exhibit 448.

Let ne ask you to | ook at what woul d be
t he second page of the document under the headi ng,
"Investors." Do you see that?

A Yes.

Q All right. Now, I'mnot going to go through
t he whol e docunent with you, but there are sone things
he says in the letter that | want to ask about and
whet her you may have known some of the things that he is
sayi ng he woul d have shared wth sone of the investors.

Unfortunately, there aren't paragraphs, so
|'mgoing to have to kind of give you general like |ine
nunbers.

And the first part of this letter, he
starts tal king about getting through the recession and,
you know, working through that.

And about -- one, two, three, four,
five -- about eight lines down or so, he begins a
sentence that reads: W have the great recession,.

Do you see that sentence?
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A Yes.
Q About eight |ines down?
And he goes on, and he tal ks about what he
did to get through the recession.
And he says -- a few |lines down, he says:
| was able to talk to a few of you to help ne nake
deci sions on what | should do. Should | sell these
house | was getting back and take huge | osses or keep
them rent them hope the nmarket cones back. @ adly,
after consultations fromseveral of you, you agreed with
ny strategy. It was smarter to rent themat cash flow,
neutral my interest, and wait it out.
Did you see that statenent?
A Yes.
Q Did he ever talk to you about his strategy for
getting through the recession?
A No.
Q All right. So let's go down to -- about
hal fway down the docunent, there's a reference to Scott
Menaged, a little over hal fway down, with a phone nunber
and an address. Do you see that?
A Whi ch page? The pages are at the bottom
Q Yeah. The sane page we were on --
A. Ch.
Q -- that first page, a little bit farther than
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hal fway down, there's a sentence that begins "Going into

2013," and it nmentions Scott Menaged --

A Yes.

Q -- and gives his phone nunber and address.
Do you see that?

A Yes.

Q Al right. So I'mgoing to read that. It
says: Going into 2013, | was starting to get |arger
i dl e cash positions on a regular basis. Scott
Menaged -- and then he gives the phone nunber and an
address -- a long-tine borrower, he was probably one of
nmy |argest borrowers by dollars over the years. He was
al so [sic] ran a bidding conpany and sent ne many
borrowers over the years. |If the tine had a fewmllion
of loans on his rentals and was still doing flips on a
regul ar basis. Scott contacted ne and asked if woul d be
interested in funding a bank of rentals to which a hedge
fund friend of his out of New York would buy once it
reached 7 to 10 mllion. He would put down 15 to
20 percent, fix themup, rent them And then when he
acquired the total dollar anount, he would sell out to
this guy. That amount of noney woul d take ne over ne
10 to 15 percent thresholds to any one borrower. Again,
| talked to a few of you investors and got a positive

response based on his track record, the down paynent,
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etcetera. The confortable |level was there. | agreed.
Did he, Denny Chittick, ever talk to you

about this opportunity to | oan noney to Scott Menaged --

A No.
Q -- looks like in maybe -- no.
And did he ever talk to you about Scott
Menaged?
A No.

Q Do you know i f he ever, he, Denny Chittick,
ever spoke to any investor about Scott Menaged?

A | don't know.

Q Just to flesh that out a little bit, have you
tal ked to other investors about whether they had | earned
anyt hi ng about Scott Menaged?

A |'ve tal ked to several of them | don't think
t hey knew anything other than what they've read in the
Recei ver's docunents.

Q Ckay. You're not aware of today any investor
know ng about Scott Menaged and what Denny Chittick was
doing wth himstarting in 2012 or so?

A No.

Q All right. So let's go farther down in the
docunent, \arren.

Six lines up fromthe bottom there's a

sentence that begins, "For Efficiency's sake." Do you
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see that?

A Yes.

Q Let ne read it. It says: For efficiency's
sake, | would normally wire the funds I'mlending to the
bi ddi ng conpany. They would get the check and give it
to trustee. Send ne receipt. Sonetines | would even
wre the full anmount and ny borrower would bring me
t heir down paynment check and bi dding fee because they
|ived here in the East Valley versus running across
town. |'ve operated this way ever since | was given the
ability to wwre online in 2003. Many of you knew this,
and | told you this is how | operated. Some of you that
were al so borrowers/investors have experienced this way
of doing business and know it's common.

|''mgoing to stop reading there.

Did Denny Chittick ever share with you
this process he was followng with respect to wring
funds directly to borrowers and that type of thing?

A No.

Q Wul d that have been information you woul d have
wanted to know?

A Not particularly.

What | woul d have wanted to know is that
he was obtaining the first |iens.

Q You don't have a problemw th Denny Chittick as
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the I ender giving the noney directly to the borrowers,
as opposed to through a third party?

A Vell, | think | have a problemwth it because
| don't think that's how you obtain the first |iens.

Q Right. | nmean, in other words, if you have a
third party involved, they'll release the funds in
connection with making sure that the |oan docunents and
security docunents are signed and recorded, right?

A | don't know the process, but it has to flowin
a way that secures the first lien.

Q All right. So let's go to that second page, if
we coul d.

Ten lines down, there's a sentence that
says, "I felt confortable | ending himnore noney." Do
you see that sentence?

A Yes.

Q (Reading): | felt confortable Iending himnore
money, and | was keeping noney at work. And | had
started to discuss with many of you telling you that by
the end of the year | would probably start returning
sone of nmy larger investors some of their noney.

Do you renenber ever |earning that Denny
was talking to his investors about returning sone of
their noney?

A Not specifically.
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But I'maware fromthe POMthat that was
his right to do that if he had too nmuch noney.

Q Ckay. But he wasn't discussing that with you,
but he may have been discussing it with other investors
who were |arger investors?

MR, STURR  Foundati on.

A He was not discussing it with ne.

Q (BY MR DEWJLF) Al right. Let me ask a
general question away fromthe docunent.

Did you ever learn before Denny Chittick's
death that there were situations where the | oans being
made by DenSco were in second position to the deeds of
trust securing |loans by conpeting | enders?

A No.

Q Do you know i f anyone within the investor group
ever |learned that fact?

A Not to ny know edge.

Q Do you remenber Denny Chittick ever sharing
W th you any experiences that he had with a conpany
call ed Active Funding G oup? Does that ring a bell?

A No.

Q Did you renenber the name Greg Rei chmann ever
com ng up?

A No, did not.

MR DEWJLF: Kim that's
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R-e-i-c-h-ma-n-n.
THE REPORTER: Thank you.

Q (BY MR DEWJLF) Have you read this docunent
that we're | ooking at, which is 448?

A Yes, for the nost part.

Q Based on what you know, in your experience,
there are inaccuracies in this letter, correct?

A | don't recall the specifics, but | believe
you're right.

Q You indicated earlier, Warren, that you thought
that Denny Chittick had betrayed his investors and
famly, but you don't know why he did that?

A. | do not.

Q Have you spoken to any of the other investors
or any of the famly nenbers who may have shared with
you what they think happened and why he did what he did?

A |'ve talked to a few of the investors, but we
do not have an answer.

Q You nentioned earlier that he was a fruga
i ndi vidual. Let me ask you about his social skills.

One of the investors described him at
times as being kind of a lone figure or a solitary
person. He obviously worked by hinself. He had his
boys.

But is there anything about his social
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skills or social interaction that you could share with
us?

A No. | was surprised when | read sone of that
that you described because | didn't pick up on anything
| i ke that.

Q You knew Ranasha when she and Denny were
married, right?

A Ri ght.

I‘|

Q You were aware that they got divorced in 20127
A Yes. Denny shared that with his investors in a

e-mail or a end-of-the-nonth statenent.
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Q One of the investors had described his opinion
of Denny Chittick was very different between know ng
Denny before he commtted suicide and then | earning
about things after his suicide. Wuld that be true with
you as well?

A Ask it again.

Q Yeah. | guess |'masking: D d your inpression
of Denny Chittick change after he commtted suicide and
you | earned about the events that led to the suicide?

A Vell, certainly.

Q I n what way?

A | didn't know about all of the m shandling of
the business until after his suicide. And I
was -- didn't know about his lack of loyalty to his
I nvestors and his business plan.

Q Did Denny Chittick -- | nmean, we now know, when
we | ook at this investment letter which is Exhibit 448.
And he seens to have been conpletely deceived by Scott

Menaged.
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Did he, Denny Chittick, strike you as
sonmeone who was susceptible to being deceive, that he
was naive or too trusting, or anything like that?

A No.

Q I n nost instances that you observed him was he
sonmeone who was a good businessman, who did the right
thing, followed the rules, made sure that everything was
done properly?

A That was certainly my inpression.

And Denny sort of prided hinself in
checking out potential borrowers. |f a new one called
hi mup on the tel ephone and wanted to do a deal, Denny
was expert enough with the conmputer that, while he was
talking to the potential borrower, he could check out
what the borrower was saying online in realtime. In
other words, if the borrower said, |I've done this, that,
and the other thing, he knew enough to verify it.

Q So, sitting here today, do you have any idea
how Scott Menaged was able to influence or manipul ate
Denny Chittick when ot her people couldn't?

A No i dea.

MR, STURR  Foundati on.

(Reporter clarification.)

Q (BY MR DEWJULF) So in this exhibit that we just

| ooked at, 448, on the second page -- or, no. [|I'm
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sorry.
On the third page, about three quarters of
the way down, Warren, there is -- it's one, two, three,
four -- 13 lines up fromthe bottom there's a line

that -- or 14, he says: Wy | didn't let all of you
know what was going on at any point? It was pure fear.
A | see it.
Q Do you see that?

And then he goes on, and he says: | had
seen what one of ny investors had done to a bidding
conpany when they had a deal gone wong. | have a
hundred investors. | had no idea what everyone would do
or want to do or how many woul d just sue. Justifiably.
| also feared that there would be a classic run on the
bank even though | had done nothing wong.

Let ne ask you. He references, "one of ny
I nvestors had done to a bidding conpany." Do you know
what he's referring to there?

No.

This -- did you know who John Ray was?
Yes.

Who is John Ray?

O > O »F

A John Ray had a bidding conpany. He was also a
borrower. And Ranasha al so worked for himat one tine.

Q And was he on Property Wars?
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A Yes.

Q And by that, | nmean on the TV show, Property
Vars. Correct?

A Yes.

Q And so he had a bidding conpany, neaning his
representatives or enployees would go down to trustee
sal es and make bids on properties?

A That's the idea.

| don't know whether it was just himor he
had several people or how it was organi zed.

Q Do you know what Ranasha did for hinf

A Basi c of fice organi zation and adm ni stration.

Apparently, John Ray was not very good at

t hat .
Q Do you remenber the Thonpsons?
A Yes.
Q Does that ring a bell?
A Yes.

What are their names, the husband and wife? Do
you remnenber ?
A Gary and Cor al ee.
Q And did they also do sone | ending?
A Yes.
Q Were they investors in DenSco at one point

al so?
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A They're big investors in DenSco.

Q And did they I oan noney to this guy, John Ray?

A Yes.

Q And how did you know that? D d you talk to the
Thonmpsons about that?

A Yes.

The Thonpsons, | got to know them at the
I nvestor parties. And, for sone reason, | was sort of
their go-to guy because | guess they understood that |
knew the famly and so forth.

And, at one point, they were unhappy with
Denny because they, the Thonpsons, had | oaned noney to
John Ray on a | and deal that went bad. And they were
trying to use Denny, | think, as |everage agai nst John
Ray and wondering why Denny continued to do business
wth John Ray. And Denny's position was that John Ray
had fulfilled all his obligations to DenSco.

And it got to the point where this
irritated Denny. And when one of the Thonpsons' nany
notes becane due, rather than routinely roll it over, as
was the practice, he just sent them back their noney to
make a statenent.

Q Do you have any idea when that all happened?
A No.
Q And had John Ray been a borrower of DenSco's
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al so?
A. Yes.

Q Do you know if John Ray was a friend of Denny
Chittick?

A In the context of being a business associate
and a frequent borrower and then the connection with
Ranasha.

Q Ckay. Do you know whet her Ranasha knew John
Ray and worked with himbefore she got married to Denny
Chittick?

A Not sure of that. But maybe. Maybe she did.

Q You don't know how Denny Chittick net Ranasha,
right?

A | don't know.

Q Ckay. Let nme switch gears.

Did you ever have any conmunications or
contact with an individual naned Scott Goul d?

A |''maware of who Scott is, and | may have net
hi m once at an investor party.

And Scott is the one that Denny
understudied with, and that's how the nanme DenSco arose.

Q And did you -- did Denny ever share with you
any information about Scott Goul d?

A Just that they were in simlar businesses. And

then due to regul atory reasons, Denny chose to keep his
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busi ness where it did not require a securities |license
or any particular regulatory oversight; whereas, Scott
sort of went the other way, and some of his investors
required having their investnents tied to specific
liens. And so that kind of put themin a different
busi ness.

Q Do you know whet her there were any hard
feelings or any negative interactions between the two of
t hen?

A Not to ny know edge.

Q You saw the -- that the loan -- well, strike

t hat .

You knew over the years that you were an
I nvestor that DenSco grew in the volune of |loans it nade
and t he nunber of investors and investnents it took on.
Do you recall that?

A Yes.

Q Do you know why or have any idea or opinion now
as to why Denny grew the business |ike he did?

A | don't know why he woul d have done t hat
because, as the econony got better, the opportunities
shrunk. And | renmenber wondering how can this business
keep grow ng.

And | had that conversation with Tony on
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several occasions. And we all would just defer to Denny

and assune that he was taking market share fromthe

ot her hard-noney | enders and/or noving into whol esaling.
Q When you use the word -- the nanme "Tony,"

you're tal ki ng about Tony Burdette?

A Correct.

Q Was Denny conpetitive?

A Yes.

Q Did you see that in a business context?
A Yes, | thought so.

Q How di d that evidence itself?

A Vel |, | guess because he kept grow ng.

And anot her exanple | can think of is he
had this mllion-dollar Iine of credit on his house,
And | once quizzed himon that and said, Don't you just
use that to counter the shortfalls of your noney when
you need it, in other words, in and out on the |line of
credit?

And he said: No, no. | keep it at the
mexi mum all the time, maximumof a mllion dollars.

And | said: Well, why do you do that?

And he said: Because Bank of America wll
take it away fromne if | don't, and it's ny cheapest
source of noney.

| n other words, he was only paying
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probably 2 or 3 percent for that and paying the rest of
us 12 percent.

So that sort of speaks to the question
that he was conpetitive in the sense that he was trying
to maximze his profits.

Q You earlier used the phrase "it was his way of
keepi ng score" in connection with questions | was asking
about noney and val uing noney and that kind of thing.

Coul d you explain that for me? Keeping
score relative to whomand to what?

A Rel ative to his business.

| nean, ny personal exanple of that is |I'm
a stock market investor, and | keep score by conparing
my results to sone benchmark.

Q Do you think that it was inportant to himthat
he be perceived as being successful ?

A Yes.

Q What is the basis for that view?

A Wll, it's just that nost businesspeopl e want
to be successful, and they don't want to | ose noney.

Q Did you ever get a sense about himindividually
that he wanted -- that it was inportant for himthat
people view himindividually as being a success?

A He was just a very smart guy, and | guess that

woul d be natural. But | don't think he was obsessed
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wth it in any abnormal way.
Q Let me change topics thing. |'mgoing to | ook
at sone docunents, and we'll wap up.
W' ve | earned fromsome of the borrowers,
Warren, that at tines he wouldn't enforce the |oan terns
or he would be kind of carel ess about |oaning funds to
peopl e that he knew or had grown to know.
|s that consistent with the Denny Chittick
t hat you knew?
A No.
Q Did you see occasions where he had to enforce
| oan terns agai nst soneone, where he had to go to a
trustee sale or had to force borrowers to pay default
interest, and that kind of thing?
A | don't know the nechanics of how he took
possessions of the properties that were in default.
Q Al right. So let's go back to the docunents.
There's anot her docunment that shows
your -- a subscription agreenent. 1'mgoing to
through -- I'mnot going to go through that.
But | will go through this next docunent,
whi ch appears to be a serious of notes. Do you see
t hose General Obligation Notes?
A Yes.
MR, DEWJLF: Kim could we mark that,
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pl ease?
([Exhi bit 826/ marked.)

Q (BY MR DEWJLF) Al right. Wuld you just
thunb through that, Warren, and just confirmthat these
are a serious of obligation notes that were evidence of
your investnment in DenSco?

A Yes.

Q All right. And what you were saying earlier is
that, periodically, even though you only did those
initial investnments in 2005 and 2006, periodically, in
order to roll over those investnents, you would enter
I nto new not es?

A Yes.

Q Ckay.

Let's skip the next docunent, the next
docunent. Let's skip the next docunent.

Let's |l ook at the docunent which is dated
March 29, 2013.

A Ckay.
Q He says: |'ve decided not to take on any new
i nvestors. |'Il continue to accept noney fromthe

current investors.
Do you see that?
A Yes.
Q Do you remenber, in the spring of 2013, he
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deci ded not to take on any new i nvestors?

A What | renmenber is when he told all his
I nvestors he was going to have to start paying out their
Interest either quarterly or nonthly and -- as a way to
limt his total investnments frominvestors.

Q Did he ever explain why he was doing that?

A Yes. |t was because he had too nmuch noney that
he couldn't lend out.

Q I n other words, he couldn't find enough

qualified properties to | oan against or borrowers to

| oan to. Is that --
A Correct.
Q -- what you're saying?
A Yes.
Q R ght.
Let's go to the next document. That
| ook -- we're not going to use that.

Let's |l ook at the docunent, which is dated
May 3, 2013, which is an e-mail to you from Denny
Chittick. Do you see that? It talks about dollar

figures.
A May 13th?
Q May 3rd.
A Yes.
Q It's just to you. The subject is "Dollars
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Qut." It says: 50.7 out with a hair under 500K and the
bank nostly checks that were deposited. Never thought |
woul d have that much out.

Do you understand what he's saying there?
A Yes.
Q What did you understand himto be sayi ng?
A He's hit 52.7 mllion.
Q Wiy is he telling you this, do you know?
A | don't know other than just letting ne know
that he's still growing and it's topped out over
50 mllion,
Q Al right.
Let's -- we'll skip the next docunent.
And let's go to the docunent after that, which is dated
July 31, 2013. Are you there?
A Yes.
Q And in this docunment, he's saying: |'mgoing
to soon quit accepting noney fromcurrent investors.
Do you recall that event?
A Not in the context of this e-mil.
But it's basically saying the same thing,
t hat everybody has to take their interest in cash,
either nonthly or quarterly, except for the |RAs.
Q And was there anything about that that caused
you concern?
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A No. | thought it was a good thing because
finally he's going to quit grow ng.
Q All right. So let's skip the next docunent.
Skip the next document. Skip the next document. Skip
t he next docunent.
And then we cone to a docunent that's
April 12, 2014. It relates to the baseball schedul e,
but before it, there are discussions about BofA. Do you
see that?
A The prior docunent?
Q Let's -- it is dated April 12, 2014.
A Ch, yes.
Q All right. Let's skip that because the next
docunent actually is nore on point.
So let's go to the next docunment, and it
Is April 24, 2014.
This is a reference to the Bank of Anerica
rel ationship he had with -- that Denny Chittick and

DenSco had that was term nated. Do you renenber that

event ?
A. Yes.
Q It looks |ike that woul d have occurred in

spring of 2014.
What do you remenber about that, briefly,

WWarren?
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A | first |earned about it from Denny's father,
who said sonething when we were visiting at the condo to
the effect that Denny has just gotten through his three
nmost stressful days of business. And he went on to
explain that Bank of Anerica had basically frozen his
account .

And, at sone point, | talked to Denny
directly about this because Eldon could only give ne the
general nature of the problem

But what | |earned fromDenny is that
there were wire transfers going back and forth in quick
succession to the sanme counterparties. And Denny's
expl anati on was that these were all separate independent
deal s and that there was nothing wong with them And
what was flow ng back and forth was all collected funds.

And | was sort of incensed by this because
of ny experience with banks and particularly by the fact
that, evidently, Bank of Anmerica had been able to
reverse sone of those wires.

And ny under st andi ng, working froma bank,
Is -- of course, | was dealing nostly with foreign wire
transfers. But that's probably the nost vul nerable part
of the bank because, if you send out a bad wire
transfer, you can't just stop paynent. |It's gone.

And so | thought it was unusual that Bank
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of Anerica could reverse them And | |ater found out
that the way that they did it is they just got agreenent
fromthe other financial institution and were able to do

It.

And then --
Q Let ne ask you on -- can | ask you on that,
Warren, the -- have you now | earned that Denny may not

have been conpletely forthright about why Bank of
America termnated the relationship?

A | don't think that's the case. | think Denny
was in the right on that one, and he was conpletely
exoner ated by the bank.

Q Don't you -- do you think that any of his
dealings with Menaged may have -- that is, he was
tal ki ng about there being nmultiple parties wth whom he
was doi ng business. But he was in the thick of things
w th Menaged.

Do you think that bore at all in the
bank's decision or not?
MR. STURR  Foundati on.

A | don't -- | wasn't aware of Menaged.

And | was surprised, as | expressed in ny
e-mails to Denny, how the fraud squad at the bank had
the power to just cut himoff like that.

And, in fact, Denny told ne that the
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June 29, 2016, which attaches a statenment from DenSco.

A Ckay.

MR. DEWJLF: Could you mark that, Kinf
(IExhi bit 827 marked.)

Q (BY MR DEWULF) And if you | ook at the second
page of that docunment, Warren, is this a statenent of
your investnment status at DenSco as of June 20167

A Yes.

Q All right. Let's go to the next page -- the

next exhibit.

PETER S. DAVIS vs CLARK HILL PLC 84
officers at the branch bank were under instruction not
even to talk to Denny, that all Denny could do was call
what ever nunmber he was given and try to sort it out.

And | understood --

Q (BY MR DEWILF) ay. So --

A -- that there was a slight chance that if he
couldn't get this undone in time that there would be
several penalties of $10,000 because he didn't -- the
paynment got reversed.

Q All right. So let me swtch topics, if |
could. And let's skip the next docunent, the next
docunent after that, the next docunent after that, the
next document after that, the next document after that,
next document after that, the next document after that.

Let's go to a docunent that's dated
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MR. DEWJLF: Let's mark that, Kim And
let's mark the one after that as well and the one after
that. So if you'll mark the next three docunents.
THE REPORTER: Ckay. One nonent.
A What are the dates?

Q (BY VR DEWJLF) The first one is dated
August 8, 2016, at the top; the next one is August 11,
2016; and the next one August 11, 2016.

A Ckay. Al right, Warren. Let ne just show you

828 --
THE REPORTER: One nonent.
(IExhi bit 828 through 830 narked.)
Q (BY VR DEWJLF) 828, first page, there's a
di scussi on your -- about hal fway down where David

Beauchanp is communi cating. He says: W have already
Interviewed a couple of forensic accountants, but the
Director of Enforcenent for the ACC Securities Division
wants to be involved in the decision concerning who
should be hired for this very inportant decision. That
shoul d be di scussed as a part of the Wdnesday neeting.
Do you renmenber receiving this

conmuni cat i on?

A | don't remenber receiving it at the tine.

Q Do you renmenber discussions about hiring a

forensic accountant to go over the finances of DenSco
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after Denny Chittick's suicide?

A Yes.

Q What do you renenber about that?

A Vel |, this docunment just rem nds ne of that,
that that was goi ng on.

Q Do you renenber who got the security division
of the Arizona Corporation Conm ssion invol ved?

A No.

Q At the very top, you' re expressing a concern.
You say to David Beauchanp on August 8, you said: The
probability of preferential prepaynents to certain
| nvestors should be checked. This would reduce the
payout to all the rest.

You just wanted to make sure everyone is

being treated equal | y?

A Ri ght.

Q All right. Now let's |ook at the next
docunent, 829.

You reference an offset. You have a

concern about offsets. And so in this August 11, 2016,
e-mail, you're concerned that investors who are al so
borrowers mght try to offset what they owe wth what
t hey are owed?

A R ght.

Q And that would be preferential treatnent?

2 ESQUIRE

800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com

12: 57

12: 57

12: 57

12: 57

12: 58



© 00 N o o b~ w N P

N N T N N R N T T o T T o S R S S T
aa A W N P O © 00 N OO0 O 0 W N . O

WARREN BUSH March 20, 2019
PETER S. DAVIS vs CLARK HILL PLC 87

A R ght.

Q And then 830, if it refreshes your nenory, do
you remenber Davi d Beauchanp respondi ng to your concern
at the very top of that exhibit, 830, dated August 11th?

A Yeah. |'mremnded of it because of this
docunent .

Q Al right. You don't renenber it independently
of this document?

A No.

Q Do you renmenber that David Beauchanp was
communi cating with the investors along wth Shawna
Heuer, Denny's sister, to |let the investors know what
was goi ng on at DenSco?

A Yes.

Q Did you find that to be hel pful ?

A Yes, because |I think we were all at a loss to
know what was going on, and at |east sonebody was
telling us sonething.

Q Let's |l ook at the next docunent in that stack
Warren. It's a document on Sinon Consulting |etterhead.

Do you have it there?

A Is it a thick document?

Q It's got Sinon Consulting letterhead on the
first page.

A No.
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Q Vell, let me ask you independent -- okay.
It shows -- it's a listing of the

I nvestors and the clains, and it shows you and Fay Bush
as having a claimfor $152,113.08. Does that refresh
your nenory? |s that consistent with your nmenory of the
amount of clains you're bringing in the receivership.
A Yes.
| believe | have the document now.
Q Al right.
A Ch, yeah, here it is.
But you have to --
Q Yeah. |f you can confirm-- on the third page,
you're Nunmber 9 in the list of clainms, just to refresh

your nemory --

A Yes.

Q -- i f you need to | ook at that.

A Yes.

Q All right. Let's ook at the next docunent.

It shows that there was a distribution of
funds. Do you recall at one point getting a
distribution fromthe receiver of $21,767.75? That's on
page 3 of this docunent.
A Can we go back to the prior question about the
152, 0007
Q Yes.
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A | just want to nmake it clear that that's a
recal cul ation of our claimbased on cash flows and based
on the tine of insolvency. And the only purpose it
serves is to get the proportion as to how the
distributions are going to be percentaged out.

Q Al right.

And then do you -- ny question a nonent
ago was about the distributions of nonies that the
Recei ver had obtained. And that third page of that
docunent shows you and your w fe having received
$21,767.75. That's on page 3. |Is that accurate?

A Yes.

Q All right. Let me ask -- | know you are
friends with and have a | ong-standing relationship with
Denny Chittick's father and not her, Eldon and Carl een
Chittick.

Have they ever shared with you what their
vi ew of what happened with respect to Denny Chittick
was?

No.
You never talked to them about that?
No.

> O >

Q And they've never expressed to you any thoughts
about what led to the suicide or what -- how Denny

allowed hinself to get into an extended relationship
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with Scott Menaged?
A No.
Q Al right.
MR DEWJLF: No further questions.
MR. STURR M. Bush, |'ve got a couple if
you have a few nore mnutes. Can we keep you for a
little | onger?
THE W TNESS:  Sure.
MR STURR Ckay. [It'Il just take a

coupl e.
EXAM NATI ON
BY MR STURR
Q | wanted to ask what you can recall --

M. DeWlf was asking you about the 2011 Private
O fering Menorandum and your invol venent -- your
comuni cations about the 2011 Private Ofering
Menor andum
| s there anything el se about your
Interactions with Denny Chittick or David Beauchanp that
you didn't testify about already?
A No.
Q Ckay. In 2013, there was -- and M. DeWlf put
it in binder. |'mnot going to ask you to look at it.
But there was an e-nail that Denny sent to

you on May 5, 2013. The RE line is "Menorandum" [It's
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m st yped.

But it says: | amneeting with Dave on
Thursday. Let ne know if you have any areas that need
to be clarified by Thursday. | wll send the rough
drafts as we progress.

Do you have any nenory, M. Bush, about
di scussions with Denny Chittick in 2013 about the
preparation of a new Private O fering menorandun?

A Did that one ever happen?

Q No.

A Ckay. That -- so that's -- | just recal
wondering if I was going to be called upon to read it.
And | recall that | got some explanation that David said
it wasn't required.

Q Just to be clear, that explanation cane from
Denny Chittick?

A Yes.

Q Ckay.

(Reporter clarification.)

Q (BY MR DEWJLF) And is that all you can recal
about any discussions relating to the preparation of a
Private O fering Menorandumin 2013?

A That's it.

| nean, | wasn't really wondering why we

don't doit. | was just wanting to know if | was going

@ ESQUIRE 800.211.DEPO (3376)

DEROSITION SOLUTIONS EsquireSolutions.com

01: 04

01: 04

01: 05

01: 05

01: 05



© 00 N o o b~ w N P

N N T N N R N T T o T T o S R S S T
aa A W N P O © 00 N OO0 O 0 W N . O

WARREN BUSH March 20, 20
PETER S. DAVIS vs CLARK HILL PLC

19
92

to be called on to take a look. | didn't require any
answers as to why or why not.

Q Leavi ng asi de your potential involvenent, do
you renmenber anything in 2013 that Denny m ght have said
to you about the status of preparing a new Private
O fering Menorandunf

A No.

Q Ckay.

MR. STURR Ckay. That's all | have.
Thank you very much, M. Bush.

MR. DEWULF: Thanks for your tine.
Appreciate it.

THE W TNESS: Ckay.

(Di scussi on between the Reporter and the
Att or neys.)

MR, DEWJLF: Yeah.

Warren, let me wal k through this. Warren,
since it's been 50 years since your |ast deposition, |et
me refresh your nenory.

You have an opportunity to read the
transcript of what you and the | awers have said today
for accuracy.

Now, the Court Reporters are darn good.
|'msure Kimis very, very good. And you have the

option of waiving that review of the depo, but you have
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the opportunity to reviewit if you w sh.
THE WTNESS: | w sh.
MR DEWJLF: Now, we're going to be
order -- you would like to review it?
THE W TNESS:  Yes.

MR DEWJULF: Al right.

So, Kim we will be, you know, ordering
the transcripts, the ASCIl, the condensed version. And
we can coordinate with you and with Warren if that makes
sense. However you want to do it in termof his review
and signature.

THE REPORTER: | can either send it to you
guys or send it directly to him

MR. DEWJLF: Well, you can send it to us,
and we can send it to him That woul d be great.

THE REPORTER:  (Ckay.

MR. DEWJLF: 1'd like to have this sooner
than later. \Wen do you think you're going to have this
to us?

THE REPORTER: Well, my normal turnaround
for this firmis 7 to 10 business days, but if you need
it sooner, just let me know.

MR. STUFF. Does it -- will it cost nore
to get it?

THE REPORTER: Yes, it wll. It's
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prorated out the farther you go.

MR DEWJLF: Well, let's go seven days.
That's fine.

And you're going to electronically send it
to us, right.

THE REPORTER: Yes, sir.

MR, DEWJLF: Al right. And then what
we'll do is we'll coordinate with Warren.

Warren, we have your e-mail address. And
would it be okay if we send the transcript to you
el ectronically, and you can review it on screen?

THE W TNESS:  Yes.

MR. DEWJLF: Thanks agai n.

THE REPORTER: And both attorneys woul d
| i ke a copy?

MR STURR  Yes.

THE REPORTER: Thank you.

O f the record.

(End of proceedings at 1:.09 p.m)
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DEPGSI TI ON ERRATA SHEETS

Assi gnment No: J3813883

Case Capti on:

PETER S. DAVIS, as Receiver of Densco | nvestnent

Cor poration, an Arizona corporation VS. CLARK H LL PLC,

a Mchigan Limted Liability Conpany; DAVID G BEAUCHAMP
AND JANE DOE BEAUCHAMP, husband and wife

DECLARATI ON UNDER PENALTY OF PERJURY

| decl are under penalty of perjury that | have
read the entire transcript of nmy Deposition taken in the
captioned matter or the sane has been read to ne, and
the sane is true and accurate, save and except for
changes and/or corrections, if any, as indicated by ne
on t he DEPCSI TI ON ERRATA SHEET hereof