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1 I NDEX TO EXAM NATI ONS 1 SCOTT MENAGED.
2 WTNESS PAE | 2 called as awitness herei n, having been first duly sworn
3 SCOTT MENAGED 3 by the Certified Court Reporter to speak the truth and
4 %m m% a E¥ m ?EEERSON ‘2‘20 4 nothing but the truth, was examined and testified as
5 5 follows:
g I NDEX TO EXHI BI TS 6
8 NO. DESCRI PTI ON | DENTI FI ED 7 EXAMINATION
9 Exhibit 1 For bear ance Agr eenent 71 8 BY MR. ANDERSON:
Exhi bit 2 2/ 8/ 2014 e-mai| exchange between 110 9 Q Can you pleasestateyour name and Spe” your
10 M. Beauchanp and M. Goul der 10 last name for the record?
11 Exhibit 3 DenSco Loan Portfolio 122 |11 A. Scott Menaged, M-E-N-A-G-E-D.
12 Exhibit 4 DenSco Account Qui ckReport 132 |12 Q Mr. Menaged, haveyou g|ven sworn teg|mony
13 Exhibit 5 2{623'45232 e-mai | exchanges 136 |13 before?
14 Exhibit 6 6/ 21/ 2016 Mortgage, Pronissory 157 14 A. Yes.
15 Note, Deed of Trust 15 Q. Okay. Soyou understand that we have a court
16 Exhibit 7 Dgcurrent zrro%elrltGyZ7 W Holly 160 |16 reporter heretoday. She'staking down everything that
17 Exhibit 8 Docurents re 7308 W Al exandria 169 17 wesy, and so we have to do our b?St tonot talk over
18 Vay property 18 each other and also do our best to give answers that are
19 Exhibit 9 D&cp\r}gn})ﬁ OL%rZ%/es E. Manzanita 174 |19 yes, no, or some sort of audible answer, r_ather than th(_e
20 o 20 standard uh-huhs and huh-uhs that sometimes we usein
21 Exhi bit 10 Dg;:gggm; re 18911 E. Canary Wy 180 21 conversation.
22 Exhibit 11 Docunents re 4424 S. Wil ow 192 |22 Do you understand that?
23 Drive property 23 A. | do.
g BXMIRIL 12 Dt ety & A 196 124 Q. Areyou under the influence of any medication
25 25 or substances that would enable you to not testify
SCOTT MENAGED  10/20/2016 Page 3 |10:04:03-10:04:58 Page 5
1 RULE 2004 EXAM NATI ON OF SCOTT MENAGED 1 honestly here today?
2 was taken on Cctober 20, 2016, commencing at 10:03 a.m, 2 A. No.
3 at the offices of GUTTILLA MJRPHY ANDERSON, 5415 E. High 3 Q Youunderstandthatyou'reunderoath; isthat
4 Street, Suite 200, Phoenix, Arizona, before Jody L. 4 right?
5 Lenschow, RVMR CRR, Certified Reporter No. 50192 for the 5 A. | do.
6 State of Arizona. 6 Q. And that you're supposed to be telling the
7 7 truth today just like you were testifying in court?
8 o 8 A. |do.
9 APPEARANCES: 9 Q. Yousaid you've testified before. Other than
10 For the Receiver: @ rrcon 10 your 341 meeting of creditors, when have you given sworn
11 A AT T R e 11 testimony before?
12 Sui te 200 12 A. It was approximately ten years ago.
13 Fgﬁzgégog%{g;o;; e 13 Q. Andwhat kind of matter wasit?
14 For the Debtor: 14 A. I'm pretty sureit was regarding atrustee's
15 B)(/:HI Al';l/r V\Aégggt J_F’ geg 15 deed that the trustee screwed up on and didn't record,
16 1850 N Central “Avenue 16 and they wanted verification of the sale or something
17 Phoeni x, Arizona 85004-4531 17 likethat. It wasavery long time ago.
602- 277+ 1501 ; ) .
18 cjess@iz. | aw 18 Q. Wasit herein Arizona?
19 For the Cha ter 7 Trustee, Jill H Ford: 19 A. ltwas.
ROWN & ASSOCI ATES, L.L.C. .
20 By: 1M4'14SIE?VFRdPanNgch88I road 20 Q. Areyou married?
21 gﬁgéﬁl )2<00Ar| zona 85014 21 A. | am. f )
22 ggg;nzagg-kg@gjzﬁroml ot com 22 Q. And vyhat isyour wife's name?
23 23 A. Francine Menaged.
24 ALSO PRESENT: - M85 7 peter P8 Yt & Fedei vér o |24 Q. And where does shereside?
25 25 A. Inmy home,
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10:05:12-10:05:56

1 Q. Andwhat'sthe address?

Do you have any children?

| do.

And what are their names?

Stevie and Brandon.

And how old are they?

. Stevieisgoing to be 2 on Sunday and Brandon
is13.
And do they reside with you and your wife?
They do.
At the
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property?
, correct.
property.
Areyou acitizen of the United States?
| am.
Areyou acitizen of any other country?
| am not.
Do you have a passport?
| do.
When did you first move or reside in Arizona?
22 | first moved herein 1993.
23 Q. And have you been here consecutively since
24 1993?
25 A. | havenot.
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10:07:20-10:08:07
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It was sold.
What year?
Approximately 2006.
Do you have a college education?
| do not.
What is your highest education level?
11th grade.
So you did not graduate high school ?
| did not.
Did you get a GED or --
| did not.
-- equivalency? No?
Areyou currently employed?
| am.
And who isyour employer?
American Furniture.
What is American Furniture?
It's primarily afurniture store.
Where is the furniture store located?
. 4245 West Thomas Road, Phoenix, Arizona. If
I'm not mistaken, | believeit is 85019.
Q. Areyou the sole owner of American Furniture?

>PO>O0>P0> OPOPO0>PO0>O02>0»

A. lam.
Q. lIsitalimited liability company?
A. ltis.

10:06:07-10:06:56

1 Q. Canyou give me some idea of your -- when you
2 sort of moved here permanently?

3 A. Youmean thislast time?

4 Q. Sure.

5 A. Would have been two thousand -- anywhere

6 between 2005 and 2006.

7 Q. Soyou've been here since 2006?

8 A. | have.

Page 7

9 Q. Okay. So between '93 and 2006, can you give me

10 some understanding of where you were residing?

11 A. | wasgoing back and forth between New Y ork and

12 Arizona

13 Q. Anddid you maintain aresidencein New York at

that time?

| did.

Okay, and where; what city wasthat in?
Warwick.

How do you spell that?

19 A. W-A-R-W-I-C-K.

20 Q. Andwereyou residing in aresidence or were
21 yourenting an apartment?

22 A. Itwasaresidence.

23 Q. Didyou own theresidence?

24 A. |did.

25 Q. And what happened to that house?

14
15 A.
16 Q.
17 A.

18 Q.

10:08:19-10:09:10

1
2
3

Page 9

Q. Areyou the sole member of the limited
liability company?

A. lam.

Q. Other than the bankruptcy case, are there any
other pending legal proceedings that you'reinvolved in
right now?

A. My divorce.

Q. Soyou have apending divorce in Maricopa
County Superior Court; isthat right?

That is correct.

Who filed the divorce proceedings?

| did.

And when did you file?

Approximately a month ago.

. You filed after the bankruptcy wasfiled; is
that right?

A. 1 asohadonel filed prior to the bankruptcy,
and then we tried to reconcile, and it wasn't working
out very well and so | refiled.

Q. Sotherewas adivorce proceeding that is what
we call prepetition or before the bankruptcy, and that
was dismissed?

A. Weboth dismissed it.

Q. Okay. And then you've recently filed for
divorce again; isthat right?

OPO0PO0P
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1 A. Thatiscorrect.
2 Q. Andthat oneisdtill pending?
3 A. Thatiscorrect.
4 Q. Areyou represented by counsel in the divorce
5 matter?
6 A. | amnot.
7 Q. Isyour wife represented by counsel ?
8 A. Sheisnot.
9 Q. Wasyour wife represented by counsel in her
10 previousdivorce or the prepetition divorce?
11 A. Shewas.
12 Q. Who was her counsel?
13 A. | don'trecall the name.
14 Q. Didyou have counsel in that previous divorce
15 proceeding?
16 A. |did.
17 Q. And who was your counsel?
18 A. JudithMorse.
19 Q. Sojustto be clear, your wife did have an
20 attorney. You just don't know his or her name; is that
21 right?
22 A. Thatiscorrect.
23 Q. Andhow long -- well, I guesswelll start with
24  doyou have an ideawhen you filed that prepetition
25 divorce; month, year?

10:11:51-10:12:41 Page 12
1 postpetition, are there any other legal proceedings,
2 other than the bankruptcy case, of course, that you're
3 involvedin?
4 A. No.
5 Q. And sothat would betrue in any other
6 jurisdiction?
7 A. Correct.
8 Q. Wadll, you're here at a 2004 exam in your
9 bankruptcy case; isthat right?
10 A. Yes.
11 Q. Andyou're awarethat my client isthe
12 court-appointed receiver for DenSco I nvestment
13 Corporation? You understand that, right?
14 A. | am.
15 Q. And that we obtained an order to have you come
16 today and testify, and in that order we asked you to
17 produce certain documents to DenSco. Do you understand
18 that?
19 A. No. Canyou repeat that?
20 Q. Sure. The Court ordered that in advance of
21 thisexamination, you were going to produce certain

22
23
24
25

documentsto DenSco. Were you aware of that?

A. Yes | am.

Q. You haven't produced those documents to DenSco,
have you?

10:10:39-10:11:43 Page 11

1 A. Sometimein 2015.
2 Q. Andwhen did it terminate? When did you cancel
3 it?
4 A. November or December of 2015.
5 Q. Soitwasn't pending for very long; isthat a
6 fair statement?
7 A. That'safair statement.
8 Q. Inthe prepetition divorce, how did you -- were
9 you ableto resolveissues of custody?
10 A. Wedidn't really get that far.
11 Q. Okay. So, | mean, sinceit lookslikeit's
12 only pending afew months, did you get anything sort of
13 formally resolved by the judge?
14 A. Wenever saw ajudge.
15 Q. Okay, never saw ajudge.
16 Were there any orders entered in the case?
17 A. Therewas one order to have us appear for
18 temporary orders, and we canceled the divorce prior to
19 that or just at that time, approximately.
20 Q. Okay. Soyou canceled it even before you would
21 even appear for the entry of these temporary orders; is
22 thatright?
23 A. That'scorrect.
24 Q. Other than the divorce that was prepetition and
25 now the current divorce that is now pending

10:12:54-10:13:46 Page 13

A. No.

Q. So, for example, we asked you to provide us
with copies of two years preceding the bankruptcy for
any bank accounts held by you and your wife.

Y ou've not produced those documents to the
trustee; isthat right? When | say "the trustee,"
that'swrong. Y ou have not produced those documents to
DenSco; isthat right?

A. | believe there was a conversation between my
attorney and your law firm agreeing on what should be
provided and what shouldn't. | really don't know. | do
believe that they did turn over some information to your
law firm.

Q. Sure, and I'll get into that; but there are
certain --

A. Okay.

Q. The documents| specifically asked about, your
personal bank statements for two years before the
bankruptcy, were not those documents that were turned
over; isthat right?

A. | don'trecal.

Q. You know that not everything was turned over.

You just don't know which ones were turned over; is that
afair statement?

A. Correct. | don't know what was turned over and

© 00N O WNP

NNMNNRNNNRRRRRRRRRR
O DN WNROOOWNO®ONWNEPRO

Coash & Coash, Inc.

(3) Pages 10- 13

602-258-1440 www.coashandcoash.com



Re: Yomtov Scott M enaged, Debtor
2:16:bk:04268-PS

Scott M enaged
October 20, 2016

10:14:05-10:14:55 Page 14

1 what wasn't.
2 Q. Okay. Well, you did turn over documents that
3 related to Furniture King, Scott's Fine Furniture,
4 Furniture & Electronic King. Areyou aware of that?
5 MR. JESS: | believe he testified that
6 he'snot familiar with the particularity of the
7 agreements between counsel and the documents that were
8 turned over.
9 MR. ANDERSON: | understand. I'm just
trying to see if he understands we did get certain
documents related to the furniture business.
THE WITNESS: | do know you have received
certain documents. What documents those are, I'm not
sure. | leave it up to my counsel to take care of that
with you.
BY MR. ANDERSON:
Q. Okay. You're aware that we've asked for, in
this document production, for electronic communications,
e-mails and text messages specifically, between you and
20 DenSco. Do you understand that?
21 A. ldo.
22 Q. Andyou know that we have mutually arranged for
23 acomputer person to, you know, copy or obtain a copy of
24  certain electronic devices of yoursin order for you to
25 comply with this document request. Do you understand

10
11
12
13
14
15
16
17
18
19

10:16:24-10:17:12 Page 16

whatever. So during the years | would communicate that
way.

I have definitely not had the same computer for
thelast 15 or 20 years. Every couple years they
typicaly start going bad, this problem, that problem.
It'sworth it for me to spend three or $400 to get a new
one and be done with it than start fixing it.

But everything that | have in my possession
that could be imaged has been turned over.

Q. Okay. Sowhen we ask for stuff -- we asked for
essentially all these electronic documents for the last
5years, not the last 15 or 20. But the last 5 years
you have gone through new devices in the five-year
period, right?

A. God, yeah.

Q. And so the information that you're going to be
ableto turn over isjust going to be on the stuff
that -- the devicesthat you currently have in your
possession?

A. Correct.

Q. Right. BecausetheiPhone 5, perhaps, that you
were using four years ago is no longer in your

23 possession; isthat right?

24 A. Thatiscorrect.

25 Q. Okay. One of the documents that we asked for

© 00N O WNP
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10:15:04-10:16:06 Page 15

that?
A. ldo.
Q. And,infact, you've, | think -- | don't know
for sure, but | think thisis already in process; that
this person has already met with you and maybe even
imaged some of your devices; isthat right?
A. Thatis correct.
Q. Okay. Do you know what has been done so far?
. No.
10 Q. Do you know what devices you've made available
11 to beimaged?
12 A. ldo.
13 Q. Okay. And what; what were they?
14 A. My home computer, my work computer and my cell
15 phone.
16 Q. Okay. Isthat the universe of electronic
17 devicesthat would enable you to be -- to produce the
18 information we've asked for here at the 2004 exam?
19 A. Probably not.
20 Q. Okay. Sowhat other devices would need to be
21 utilized or imaged to be able to make you produce the
22 documents?
23 A. Every couple yearsor year and ahalf or so |
24 upgrade my phone; no longer have the old ones. Either
25 turneditinto Apple, sell it on eBay, throw it out,
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10:17:38-10:18:35 Page 17

was an accounting of the loans and financial
transactions between your entities and DenSco. You
haven't produced that accounting; is that right?

A. Correct.

Q. Okay. Does such an accounting exist?

A. It doesnot.

Q. Okay.

A. I'msorry. It does not to the best of my
recollection. | believe that DenSco did his accounting
or had some accounting, but | don't have any accounting
on that.

Q. Okay. Soif it exists-- so your testimony is,
if it exigt, it exists on DenSco's side, not your side?

A. Correct.

Q. Okay. So, essentialy, you did not keep a
running accounting of your loans with DenSco; is that
right?

A. 1didnot. Any accounting that | havein
regards to DenSco would have been e-mailed over from
DenSco on a spreadsheet periodically, whenever that
would be, and that would be retrieved.

Q. And the financial transactions between your
companies and DenSco number in the hundreds of
thousands, perhaps?

A. I'msorry?
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10:18:43-10:19:32 Page 18

1 Q. Thenumber of financial transactions, wire

2 transfers--

3 A. Oh.

Q. --I'mtryingto get an idea of the globalness
of what we're dealing with, the size. The number of
financial transactions between your entities and DenSco
historically likely number in maybe the hundreds of
thousands?

MR. JESS: Objection, form.

BY MR. ANDERSON:

You can till answer the question.

12 A. Possible.

13 Q. Okay. Well, it'sfair to say you were doing

14 business with DenSco for nearly ten years; isthat a

15 fair statement?

16 A. That'safair statement, approximately.

17 Q. And there were days where you would send

18 multiple wire transfers back and forth to DenSco on

19 single-- onindividua days; isthat right?

20 MR. JESS: Objection, foundation.

21 THE WITNESS: That would be correct.

22 BY MR. ANDERSON:

23 Q. Andeven -- therewere aso, likely, evidence

24  of daily transactions; is that right?

25 MR. JESS: Objection, form.

© 00 ~NOoO O b
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11 Q.

10:20:52-10:22:07 Page 20

1 Q. Okay. So most of the discussions were over the
2 phone; isthat right?
3 A. Lotsof discussionswere over the phone or in
4  person.
5 Q. Didyour spouse have any direct communication
6 with Mr. Chittick?
7 A. Never.
8 Q. Didyour spouse have any direct communication
9 with DenSco?

10 A. No.

11 Q. Now, ancther thing we asked for were al the

12 agreements between DenSco and your entities relating to

13 your lending activities.

14 Would it be fair to say that thereis not one

15 largeglobal contract that establishes the lending
16 relationship between your entities and DenSco?
17 MR. JESS: Objection, form.

18 THE WITNESS: That would be fair to say.
19 BY MR. ANDERSON:

20 Q. Okay. Thewritten agreements arein the form

21
22
23
24
25

of mortgage notes and deeds of trust on individual
properties; isthat right?

A. Yes, it would be deed of trusts, offersto
purchase and notes.

Q. What is Easy Investments, LLC?

10:19:43-10:20:36 Page 19

THE WITNESS: That would be correct.
BY MR. ANDERSON:

Q. Sowe'retaking about alot of information
that would be necessary to be accounted for; is that
right?

A. That would be correct.

Q. Weasked for copies of, like, written
correspondence between you and DenSco in the last five
years. What were the forms of written communication
between you and DenSco?

A. Written communication would primarily be
e-mail.

Q. Allright. Didyou -- so there are no formal

14 letters between you and DenSco?

15 A. Formal letters?

16 Q. Likealetter with, you know, letterhead and

17 signed and dated.

18 A. No.

19 Q. Text messages?

20 A. Maybeafew. Wedidn't communicate very often

21 by text message.

22 Q. Somost -- the majority of the communication is

23 viae-mail; isthat right?

24 A. No, mgjority of the communication would be via

25 phone.
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An ArizonaLLC.

And what businessisit in?

Buying and selling foreclosures.

Q. Areyou the sole member of Easy Investments?

A. lam.

Q. Havethere ever been any other members?

A. No.

Q. And sowould you consider yourself, also, the
sole owner of Easy Investments?

A. Yes, | would.

11 Q. All right. What is Arizona Home Foreclosures?

12 A. The same exact as Easy Investments.

13 Q. And meaning it'sin the business of purchasing

14 properties at foreclosure sales?

15 A. That iscorrect.

16 Q. And areyou the sole owner of that entity?

17 A. lam.

18 Q. And have there ever been any other owners of

19 ArizonaHome Foreclosures, LLC?

20 A. No.

21 Q. You described the business that these two

22 entitieswerein were essentially acquiring real estate

23 at foreclosure sales. How long were these two entities

24  conducting that business?

25 A. I'munsure of the dates.
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10:23:44-10:24:45 Page 22

1 Q. Sodid one entity start before the other?
2 A. Easy Investments started first and then went to
3 Arizona Home Foreclosures.
4 Q. Didyou utilize both entities at the same time?
5 A. Could there have been some transactions that
6 wereclosing out of Easy and as | was winding down Easy,
7 at the sametime of me doing business as Arizona Home
8 Foreclosures? That's possible. | can't giveyou a
9 for-sureanswer.
10 Q. Isthere areason that Easy Investments stopped
11 operating?
12 A. Therewas.
13 Q. And what was that reason?
14 A. Easy Investments had aton of HOA judgments,
15 which was preventing us from closing transactions.
16 Q. And the solution to enableto close
17 transactions was to begin another -- form another
18 entity; isthat right?
19 A. Thatiscorrect.
20 Q. Sosince Easy Investments was the first entity
21 that you used, can | assumeit was the first entity that
22 was conducting business with DenSco?
23 A. Yes, that would be correct.
24 Q. And Arizona Home Foreclosures also conducted
25 business with DenSco; is that right?

10:26:23-10:27:12 Page 24

Q. Widll, clearly, I'm only interested in sort of
the DenSco part of it. The DenSco lending relationship
was only with Easy Investments and Arizona Home
Foreclosures; is that right?

A. Correct. | do not -- yes, that is correct. |
never borrowed from DenSco under any other company, |
don't believe.

Q. And DenSco was a hard money lender; isthat
right?

A. Thatiscorrect.

Q. And you, through your companies, entered into
hundreds of loan transactions with DenSco; is that
right?

A. Probably thousands.

© 00N O WNP
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15 Q. Okay, thousands.

16 Have you entered into hard money loan

17 transactions with hard money lenders that were not
18 DenSco?

19 A. | did.

20 Q. Andjust rough number, how many can you -- do
21 you know, roughly, how many other hard money
22 transactions were with other lenders than DenSco?
23 A. Fiveor fewer.

24
25

Q. Okay. Soyou've entered into only five hard
money loans that were not DenSco?

10:24:58-10:26:06 Page 23

A. Yes, that iscorrect.

Q. Socanyou explain sort of the general nature
of the business relationship between Easy Investments
and DenSco?

A. Easy Investments would purchase a property.
DenSco would loan on it as a hard money lender.

Q. Okay. Solet's start with this: When did the
lending relationship start?

A. Approximately, between 2007 and 2008.

Q. And so therewill be no -- | mean, so you
certainly weren't in this business before the formation
of Easy Investments; is that right?

A. Thatisnot --

MR. JESS: Objection, form.
THE WITNESS: -- correct.
Oh, I'm sorry.

BY MR. ANDERSON:

Q. Okay, so what was the -- how were you buying
and selling foreclosures before the formation of Easy
Investments?

A. Therewasacompany when | first, first
started, and | want to say | believe it was called
Brandon Scott Investments, and | cannot give you a
specific time frame, but | can tell you it was probably
early 2000s.

©O© 0N O A~ WDNPRP

[
W N RO

14
15
16
17
18
19
20
21
22
23
24
25

10:27:19-10:28:07 Page 25

1 A. No. I'msorry.

2 Q. Okay.

3 A. | meant five other companies.

Q. Okay, five other companies. Great. That makes
more sense.

A. Yeah. I'mnot sure. | couldn't give you an
answer to that, how many other loans I've done with
other companies.

Q. How about isit more than a hundred?

A. Yes

Q. Okay. Soyou have some experience with the
business practices of at |east six hard money lendersin
Phoenix; isthat afair statement?

MR. JESS: Objection, form.
THE WITNESS: Up to six, yes.
BY MR. ANDERSON:

Q. Okay. So, well, you'vetold us that you
borrowed money from other hard money lendersin the
Phoenix market; is that true?

A. Yes

21 Q. Andyou've done probably over athousand loans

22 with DenSco, you said, right?

23 A. Correct.

24 Q. And maybe even another thousand loans with the

25 other hard money lenders; isthat right?
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10:28:19-10:29:05 Page 26

A. Possible.
Q. Okay. Soin those 2,000 transactions, have you
come to have some understanding of business practices of
the hard money lenders that you've dealt with?
MR. JESS: Objection, form.
THE WITNESS: All | know about a hard

money lender is that they lend money at 18 percent.
BY MR. ANDERSON:

Q. Andisthat redly al you know about business
practices of ahard money lender?

Isn't it true that certain hard money lenders
require and have different business practices?

MR. JESS: Objection, form.

THE WITNESS: Are you talking about
policies of different --

16 BY MR. ANDERSON:

17 Q. Sure

18 A. Then, yes.

19 Q. Okay. What are some of the policies of other

20 hard money lenders that are not DenSco?

21 A. | don't understand.

22 Q. Okay. Well, let me start this.

23 A. Okay.

24 Q. You'vetold usthat you have done -- well,
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can get into that. | would like to sort of know what
was happening before that happened.
A. Okay. Thepolicy of DenSco was, | would go
down to atrustee'ssale. | would place abid on a
property. If | wasthe successful bidder, | would
contact DenSco. | would let him know the purchase price
and the loan amount of how much I'm looking for.
He would then wire fundsto me. | would get a
cashier's check. | would pay for the property. Ten
days after, we would have atrustee's deed come, usually
to my office. Wewould record the trustee's deed.
DenSco would record a deed of trust on the property.
And that would conclude that business arrangement.
Once the property was sold, DenSco would be --
would receive some kind of communication asking for a
payoff. Hewould send that payoff to whoever itis. He
would receive the money. He would release the lien.
Q. Sothere'sacouple parts of that business
practice that | want to get into, and we're clearly
talking about something you talked earlier about being
before the offers to purchase.
Isthat explanation you just gave me the
pre-offers to purchase business practices of DenSco?
A. Yes
Q. Okay. Soyou said that first you're going to a

25 let'sjust start here: How would you borrow money from
10:29:18-10:30:08 Page 27
1 DenSco?
2 A. I would either call him or e-mail him.
3 Q. Okay. Andwhat would you -- and what
4 information would you communicate in the call or e-mail?
5 A. Property address, the amount | paid, and the
6 amount | want him to loan.
7 Q. Okay. And so you would only communicate with
8 DenSco after you had completed the bidding on a property
9 at aforeclosure auction; isthat true?
10 A. Yes.
11 Q. Okay. Solet's-- before we even talk about
12 communicating with DenSco, there's got to be a step that
13 happens before; isthat right? And that step before s,

14
15
16
17
18

you've got to be at atrustee's sale bidding on a
property; isthat right?
A. Arewetalking prior to the offersto purchase
or after? Because there'sahig difference.
Q. Widll, | haven't even gotten into the before and
19 after part, but I'm trying to just understand generally
20 DenSco'slending practices.
21 A. Okay.
22 Q. Sowhy don'tyou --
23 A. Yeah
24 Q. | mean, you know, if there's an offer to
25 purchase and there's adifferent lending practice, we

10:31:32-10:32:36
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foreclosure sale and you're making bids on properties;
isthat right?

A. Correct.

Q. Areyou physically at the auction making the
bids, or you have someone there doing it for you?

A. Sometimes I'm the person; sometimes | have
someone there.

Q. Okay. And how do you know that DenSco is going
to lend you the amount of money you need to purchase the
property you've just made the bid on at auction?

A. My relationship with him.

Q. Socanyou explain, though? It had to be more
than just arelationship. Did you have an idea of what
parameters you were able to borrow on?

A. If I needed more, he gave more. If | needed
less, he gaveless. There was no real parameters. |
know what his -- you know, his business practices were,
which | believe were 15 percent down payment. And
sometimes | would do that. Sometimes | would give him
5 percent down payment. Sometimes | would give him
20 percent down payment. And sometimes | would give him
no down payment.

Q. Sowasthere any part of this business practice
that you're talking about, other than down payments,
that had to do with what the value of the property was?
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1 A. | don't know how helooked at it.

2 Q. Okay. How did you come up with the amount to

3 bid on these properties?

4 A. Basedonvaue.

5 Q. Okay. And how would you determine that value?

6 A. Wewould work with realtors, who would provide

7 me CMA reports, which isareport that is showing

8 basically the compsinthe area. We would look at tax

9 records, and we would make a determination. Obviously
we're not appraisers, but we would make our own internal
evaluation of what we believe 123 Main Street is worth.

MR. JESS: Scott, just to be clear, when

you say "we," you're not referring to you and

10
11
12
13

14 Mr. Chittick; isthat correct?
15 THE WITNESS: That is correct. I'm
16 referring to me and my realtor or realtors or whoever |

17
18
19
20
21
22
23
24
25

was dealing with.
BY MR. ANDERSON:

Q. When you've done that internal calculation
yourself with your team, do you communicate that
information to DenSco? Do you say, "We believe this
house isworth X. We bought it for Y"?

A. Maybein the very beginning of my relationship
with him; but that didn't last long, because he would do
his own evaluation, | believe, of what the property was

10:35:05-10:36:22 Page 32

1 Q. Yeah. | mean you have, basically, 24 hoursto

2 come up with the money to pay the trustee; is that
right?

A. Correct.

Q. And when you're borrowing the money from a
DenSco or another hard money lender, you've got to get
those monies from the hard money lender; isthat right?

A. Thatiscorrect.

Q. Business practices of hard money lenders that
were not DenSco, can we talk about that for a second?

A. Absolutely.

Q. Okay. When you had made a successful bid at a
trustee's sale and you wanted to get a hard money loan
from anon-DenSco hard money lender, first, what
information would you have to provide, generally, that
hard money lender?

A. Pretty much -- well, alittle bit more
information. They would want to know my value on what |
believed the property's worth, what | paid for it. They
would want an APN or parcel number, property address,
sometimes a recording number of the notice of sale that
was going to sell. | don't believe anything else.

Q. Okay. And so some of that information you just
talked about, like a recording number and what your
evaluation is, that may not have been the same

w
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worth.

Q. Soyou would send him an address and an amount,
| assume?

A. 1 would send him an address. | would send him
the amount that I've paid. And usually the
communication that would come back is, "How much do you
need?'

I would tell him, and that would be the end of
that.

Q. Okay. Thereistimelinesthat are pretty
strict that need to be followed when you're buying at
auction; isthat right?

A. Thatiscorrect.

Q. Do you know what those timelines, those
deadlines are?

A. Yes

Q. Andwhat are they?

A. You do need to pay for the property in full
within 24 hours. It needs to be by 5:00 p.m. the next
business day.

Q. Okay. Sowhen you're a successful bidder, but
you require a hard money loan to close the transaction,
you need to get working pretty quickly; isthat right,

24  to get the loan funded?

25 A. Yes
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1 information that DenSco always wanted; is that right?
2 A. Correct.
3 Q. Whenit cameto funding that hard money loan --
4 remember, we're talking now about a non-DenSco hard
5 money loan. -- were there differences in the procedures
6 between anon-hard money lender and DenSco in the
7 funding of these loans?
8 MR. JESS: | think you meant a non-DenSco
9 hard money lender.
BY MR. ANDERSON:

Q. Right. A non-DenSco hard money lender and

DenSco, isthere a difference in the funding?
A. Bigdifference.
Q. Okay. And please explain to methe big

10
11
12
13
14

15 difference.

16 A. A non-DenSco hard money company would pay the
17 trusteedirectly for the property. So to giveyou -- do
18 you want an example?

19 Q. Yes. Yeah.

20 A. Soanexamplewould be, | go out and | purchase

21
22
23
24
25

or bid on 123 Main Street and | pay $100,000 for the
property. And so | call another hard money company, not
DenSco, and | say, "I would like aloan on this

property,” and | give them all the information that |

told you that | would give them.
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1 And then they would come back and they would

2 tell me, "Weare going to lend X amount of money on this

3 property. We are going to pay the trustee for this

4 property."

5 And so at atrustee's sale you have to put

6 $10,000 down at the sale and then you have until

7 5:00 p m. the next business day to complete the sale.

8 If we're using 123 Main Street as an example

9 and we're using my successful bid of $100,000 as an
example, most hard money companies would require
20 percent down. I've aready put 10 percent down,
$10,000, at the sale. Therefore, | would have to come
inwith an additiona $10,000, and the hard money lender
would loan $80,000.

So what would happen is, | would send that

$10,000 over to the hard money lender via check,
courier, wire, however it was at thetime. And the hard
money lender then would pay the trustee $80,000, would
get the receipt from the trustee, and then that receipt
would be e-mailed over to me.

Q. Okay. Sotheonly -- so some of the
differences -- well, some of these practices that we
just talked about, you said that, first, if you had to
put more down payment down, you would deliver the
additional down payment to the hard money lender; is

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
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1 A. Thatiscorrect.
2 Q. Soif you said that they paid $80,000, you
3 really meant $90,000?
4 A. Thatiscorrect, yes.
5 Q. Okay. | just want to clear that up.
6 A. Yes
7 Q. Andthen you talked about the trustee
8 delivering the final documents proving that the saleis
9 concluded and you're the owner directly to the hard
10 money lender; isthat right?
11 A. Correct.
12 Q. And then the hard money lender would send those
13 documentsto you?
14 A. Sometimes.
15 Q. Okay, sometimes.
16 In the course of al of this, you've probably
17 executed a deed of trust and a promissory note that
18 securesthe hard money loan that you've just made; is
19 that right?
20 A. Yes, that's correct.
21 Q. Okay.
22 A. Along with other documents.
23 Q. Sure. Who is generating those documents for a
24 non-DenSco hard money lender; who is creating those
25 deedsof trust?

10:39:00-10:39:37 Page 35

that right?

A. Thatiscorrect.

Q. And the hard money lender would include your
additional down payment with its portion of the loan to
deliver that to the trustee; is that fair?

Weéll, in your example, you said you borrowed --
you bought it for -- 123 Main for $100,000?

A. Correct.

9 Q. You put $10,000 down?

10 A. Uh-huh.

11 Q. The hard money loan that you need is actually

12 $80,000, but there's still a$10,000 delta; is that

13 right?

14 A. Correct.

15 Q. The $10,000 you're delivering to the hard money

16 lender; isthat right?

17 A. Made payable to the hard money lender.

18 Q. Right.

19 A. Yes.

20 Q. Sothe hard money lender, though, hasto

21 deliver the $90,000 to the trustee to complete the

22 $100,000 salg; isthat right?

23 A. Thatiscorrect.

24 Q. Okay. That $90,000 is delivered by the hard

25 money lender to the trustee directly; isthat correct?
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10:40:45-10:41:29 Page 37

1 A. Alwaysthe hard money lender.
2 Q. Andthe hard money lender isthen delivering
3 that package of documentsto you to sign, | assume?
4 A. That would be correct.
5 Q. Andto notarize, | assume?
6 A. Correct.
7 Q. Andyou've got to deliver those back to the
8 hard money lender?
9 A. Viacourier.
10 Q. Viacourier. And somebody, probably the hard
11 money lender, is going to record that?
12 A. Thatisexactly correct.
13 Q. There'salot of moving pieces herein this
14 24-hour period to fund thisloan; isthat afair
15 statement?
16 A. Yes.
17 Q. Okay. Sowe'vetaked alittle bit about
18 non-DenSco hard money lenders. Isit afair -- you've
19 given usthissort of hypothetical example, but is it
20 fair to say that those lending practices were fairly
21 uniform among non-DenSco hard money lenders?
22 A. Very uniform.
23 Q. Sowhat you just described isreally how
24 every -- al other hard money lenders that you have had
25 experience with in the Phoenix marketplace operate; is
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that right?
A. Theonly difference is that there are a couple
of lendersthat when | deliver my check to the hard
money lender, let's say for the additional 10,000, |
would actually make that check payable to the trustee.
And so the hard money lender would deliver his check and
my check to equal that $90,000.
Q. Okay. All right. So that's one difference.
A. Uh-huh.
Q. Sonow let's describe DenSco's practices,
because you said there's a big difference.
A. Uh-huh.
Q. What is-- you know, from your vantage point as
the borrower, what are some of the big differences?
MR. JESS:. Ryan, would it help if he used
the same example?
BY MR. ANDERSON:
Q. Yeah, yeah, use the same -- yeah, use 123 Main.
| mean, you know, we're --
MR. JESS: 123 Main, okay.
THE WITNESS: So we'll use the same
example of 123 Main Street and I'm still the successful
bidder of $100,000. | get to basically tell DenSco how
much to loan or request. And I'm pretty positivein ten
years he's never said, "No, | can't loan that amount.”

10:44:33-10:45:38

1
2
3
4
5
6
7
8
9

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

Page 40

A. From knowing his business, you know, from my
dealings with him, he has never ever said to me there is
something wrong with title.

And I've heard that -- I've heard that from
other title companies, because -- | mean from other hard
money lenders, because there is always something. |
mean out of ten properties, I'm going to say three of
them have something wrong with title. And it may just
be someone that didn't record a release or someone --
it's asimple screwup that someone like me can overlook
and say, well, that -- I'm not concerned about that
because of whatever reasons | put in my mind that I'm
not concerned about that, because, oh, thiswas a
different owner 12 years ago that there's still an open
deed of trust.

I'm gambling now that that deed of trust is
paid off, because it has transferred to another lender.
I'm going to use Bank of America as an example. Bank of
America has loaned full amount onit. Thereis no way,
knowing Bank of America's practices, that they would
loan knowing that there's an additional $200,000 in
front of it.

So alot of times anon-hard money lender of --
a non-company, not DenSco, would say, "Hey, you do know
that there's an open, whatever, on the property?"

10:43:02-10:44:15
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DenSco would wire me the funds for the
transaction, and | would get the cashier's check to pay
the trustee. DenSco did not require me to have a
courier deliver the documents that I've signed and had
notarized to him. | would, instead -- well, when | say
that, | mean the originals. | would e-mail to him the
signed documents.

| guessin general terms, it wasjust a
very laxed hard money lending practice, very, very
laxed.

BY MR. ANDERSON:

Q. Okay. Solet's sort of break down --

A. Oh, excuse me. Sorry.

Q. Go ahead.

A. Oneof thethingsthat -- and | didn't mention
this before, and | forgot, so sorry about that. One of
the things that a hard money lender, a non-DenSco hard
money lender versus a DenSco hard money lender, would do
is, anon-hard money lender would contact the title
company and have them run title to confirm that I'm
bidding on afirst deed of trust and not a second, that
there isno crazy lien out there that will not be wiped
away with atrustee's sale. DenSco did not check title
on any of them.

Q. How do you know they didn't check title?
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Doesn't mean that when | explain to them my
reasoning, that they won't lend on it; but they kind of
make you aware of it, just to say, "No, we do agree with
your analogy. We do believe that that should have been
released. But there was -- we're just letting you know
that there is something there."

Q. Right.

A. Or very biginthetrustee businessisan IRS
tax lien. Thelaw isthat the IRS -- so, again, well
just keep using 123 Main Street. 123 Main Street is
owned by Mr. and Mrs. Gonzalez and Mr. and Mrs. Gonzalez
has atax lien against them. And so the first deed of
trust bank or lender will foreclose on the property.
The IRS has 100 days to go in and basically unwind the
sale and say, no, there's way too much equity in this
property. We want the property back, and return the
funds back to, let's say, Scott.

That is a concern of ahard money lender,
because -- or a borrower, because you are really
gambling that you're going to be paying three months of
interest at 18 percent. Let's say that's the number.

Only to have the IRS come back and say, no, we want the
property.

Reality is, in doing thisfor avery long time,

I've only had one -- out of hundreds and hundreds of IRS

Coash & Coash, Inc.

(10) Pages 38 - 41

602-258-1440 www.coashandcoash.com



Re: Yomtov Scott M enaged, Debtor
2:16:bk:04268-PS

Scott M enaged
October 20, 2016

10:47:36-10:48:23 Page 42
1 liens, I've only had one time where the IRS stepped in.
2 Q. Okay. But non-DenSco hard money lenders are
3 bringing these issues to your attention, as the
4 borrower, which indicates to you that they are taking
5 actually, alook at thetitle; isthat correct?
6 A. They absolutely are.
7 Q. Waéll, you don't know absolutely sure, but
8 they're certainly raising issues to you that would
9 indicate to you that they probably are?
10 A. | could say that they are pretty confidently,
11 because alot of the hard money lenders would say, "Hey,
12 in Chicago Title running this title report, do you know
13 there'san IRStax lien?"
14 Q. All right. Now switching to DenSco.

15 A. Okay.

16 Q. Did you ever get the sort of title concerns

17 from Mr. Chittick?

18 A. No.

19 Q. And DenSco is Mr. Chittick; isthat right?

20 A. Correct.

21 Q. | meandidyou ever deal or communicate with
22 anybody at DenSco -- and | put that in air quotes --
23 that wasn't Mr. Chittick?

24 A. No.

25 Q. And so, you know, there were -- you never dealt

10:49:55-10:51:00
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going to the bank every day.

Q. Sohetold you that that's why?

A. Uh-huh. That is correct.

Q. Allright. Sohetold you, "The reason I'm
just wiring the money to you isthat | don't want to
deal with getting the money to the trustee," isthat --

A. Tomeand alot of other borrowers. It wasn't
just apolicy with me. It was a policy with most of his
borrowers, as my understanding at |east.

Q. Okay. And soyou said that hewaslax in his
lending decisions, meaning -- does that mean that when
you asked for $100,000 on 123 Main, he usually gave you
the $100,000?

A. Absolutely.

Q. Okay. Soisit your experience with non-DenSco
hard money lenders that the amount you asked for wasn't
always the amount you were able to procure?

A. All thetime.

Q. Okay. So--

A. Andthereasoningis-- I'm trying to
streamline this for you, just so you -- the reasoning
is, isthat if a non-hard money lender -- a non-DenSco
hard money lender -- I'm thinking of onein particular
inmy mind. Their lending practices are they will not
lend more than 65 percent of value on a property.

10:48:36-10:49:43 Page 43

with a secretary or another vice president or anybody
else? It wasjust Denny or Mr. Chittick; isthat right?

A. Correct.

Q. Okay. And sowhen Mr. Chittick, in your
lending relationship, doesn't give you title problems or
raises title concerns, you believe he's not taking a
look at the title to the properties that he's lending
on; isthat right?

A. My belief, yes.

Q. Okay. All right. You talked about the
differences between the two, DenSco and non-DenSco, and
one of the bigger differences was that the money that
was the subject of your loan was delivered to you,
rather than delivered to the trustee; is that right?
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15 A. Correct.

16 Q. Would this-- have you ever seen any other hard

17 money lender operate in away where the money that is
18 the subject of theloan is paid to the borrower and not
19 thetrustee?

20 A. Never.

21 Q. Okay. Sothisisthe only time you saw this?

22 A. Thatiscorrect.
23 Q. Did Mr. Chittick ever explain to you why that
24 was his practice?
25 A. Convenience; didn't want to have to deal with
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And so if my evaluation -- I'm not an
appraiser. If my evaluation is| believe this property
isworth $200,000, that's subject to opinion. When they
look at it, they could say, well, we believe that the
property isworth $190,000. So, therefore, you know,
the loan amount is going to be alittle bit less than
what you asked for.

Q. Sure. Andyou've made abid for an amount that
is, in your estimation, what the value is going to be,
right?

A. Absolutely.

Q. And so you're committed to acquire the property
at that price in a 24-hour period; isthat right?

A. Thatisright.

Q. Infact, you've put down a sum of money to do
that, sometimes $10,000?

A. That iscorrect.

Q. Okay. If you're not able to get the hard money
lender to lend you the amount of money necessary for you
to finalize the property, what happens?

A. I'venever had that situation.

Q. Okay. But what would theoretically happen if
you couldn't get the hard money loan?

A. Youwould lose your bid deposit.

Q. Andinall of your transactions, you've never
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lost your bid deposit?

A. Not because | couldn't receive funding.

Q. Okay. All right. So the convenience of wiring
the money to you was, you said, that he didn't have to
go to the bank?

A. Correct.

Q. Wouldn't it also be true that part of the
convenience would be that he didn't have to deliver
monies to all these trustees that you're buying property
from?

A. Oh, absolutely. Sorry. | should have expanded
onthat. Yes, hedidn't haveto go to the bank. He
didn't have to go downtown or wherever the trustee
happened to be, because there are many trustees, to go
deliver funds. Some of the trustees are kind of
difficult to work with. Some of them are remote,
they're out of California or they're out of Texas, and
they don't even have an office here. Soit'slike, hey,
meet me at Starbucks at 3:00 to drop off the check.
And, well, that's what you kind of have to do because
they are holding your money. Y ou do need to kind of
comply with them.

And so | would -- Denny or DenSco, knowing
this, | don't think he wanted to be involved with that
whole thing.
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1 Q. All by 5:00 p m. the next business day?

2 A. Thatiscorrect.

3 Q. And your experience with DenSco was that they

4 did not -- he did not want to do those things; isthat a

5 fair statement?

6 A. That's my understanding.

7 Q. Okay. Did heever tell you, "I don't want to

8 deal with trustees. | don't want to go courier these

9 things'? Did he ever say that to you?

A. Did we ever have a conversation about it? |
don't know that we've had a conversation about it. | do
believe that -- | do remember having a conversation
about the bank, him not wanting to have to go to the
bank every day. | do remember having a conversation
with that.

Q. Waéll, in aDenSco hard money loan situation, if

17 Mr. Chittick isn't couriering the money to the trustee,

18 who isdoing that?

19 A. Theborrower.

20 Q. Sothat'syou?

21 A. Correct.

22 Q. Soyou have alot more work to do on a DenSco

23 loan versus a non-DenSco hard money loan?

24 A. Oh, God, yeah.

25 Q. Okay. And so some of those things --

10
11
12
13
14
15
16

10:53:29-10:54:13 Page 47

1 Q. Okay. Soto break that down alittle bit, some
2 of thetrustees are located at different locations
3 acrossthevalley or even the state?
4 A. Acrossthevalley.
5 Q. And so anon-DenSco hard money lender in this
6 24-hour period isdoing its analysis of thisloan to
7 determineif it's going to make the loan; isthat right?
8 A. Thatiscorrect.
9 Q. It'srequesting funds from you to increase your
10 down payment on the property, correct?
11 A. Correct.
12 Q. You haveto deliver those funds to the hard
13 money lender?
14 A. Correct.
15 Q. You have to execute the documents the hard
16 money lender wants you to execute?

17 A. Correct.

18 Q. You haveto courier that information to the

19 hard money lender for them to be willing to go forward
20 withthe fund -- their side of the transaction?

21 A. Correct.

22 Q. Then when they fund, they -- "they" being the

23 hard money lender -- have to courier this money to

24  wherever thistrustee isto finalize the transaction?

25 A. Correct.

10:55:48-10:56:55 Page 49

A. Yes

Q. -- areyou need to deliver this money that's
been given to you to that trustee to finalize the sale
within the period of time?

A. That iscorrect.

Q. Okay. And how would you do that? Would you
use couriers?

A. No. | would use -- sometimes | would have my
bidder, whoever | had bidding that day. It all depend
on what was happening. So it al depend on where the --
it all depend on what | needed to pay for the next day.

Soif it was a property at 123 Main Street and

it was a specific trustee, well, that specific trustee
will take payments downtown. So when my bidder is going
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15 to go downtown to bid the next day, say, "Hey, stop at
16 my office, pick up the check, and when you're downtown,
17 please pay for this property.”

18 Q. Okay. So aDenSco loan requiresalot of extra

19 work for you?

20 A. Correct.

21 Q. Okay. Did the benefits of the relaxed lending

22 practices for DenSco -- was that better for you, or was
23 it more difficult, versus a more -- anon-DenSco loan?
24 MR. JESS: Objection, form.

25 THE WITNESS: Better for me in what
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regard?
BY MR. ANDERSON:

Q. Wiédll, I mean if you had to pick, you have
123 Main, you bought it and you get to pick, you've got
to go aloan through DenSco or aloan through a
non-DenSco hard money lender, which one are you going to
pick?

A. DenSco.

Q. Okay, and why?

A. It'seasy. It'sjust an easy process.

Q. Okay.

A. "Hey, Denny, | need $100,000 for this
property." You have your documents e-mailed over within
20 minutes, 30 minutes. There's not a discussion of
value. There'snot adiscussion of title. There's not
adiscussion of anything. The documents are there.

One of the -- a convenience of it was that he
didn't require the documents to come back to him as
originals. So | didn't have to pay, wherein a
non-DenSco situation | would have to pay for a courier
to deliver the documents back.

Some lenders have their own people that are
employed by them that will just pick up the documents
for you as a courtesy, but alot of them require you to
getitto him. Soif thelender isout in Scottsdale or
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1 A. Alwaysrecording copies.
2 Q. Didit concern you, asthe borrower, that the
3 encumbrances on these properties that you're owning were
4 copiesinstead of being originals?
5 A. Why would | care?
6 Q. | justaskingif it bothered you?
7 A. Never.
8 Q. Didyouthink it would in any way affect the
9 sort of validity of the lien that's against the
10 property?
11 A. Never has.
12 MR. JESS: Y ou doing okay? We've been
13 going for about an hour. Do you want to take a break,
14 or areyou okay?
15 THE WITNESS: Y eah, we can go like another
16 10, 15 minutes and then | can use the restroom and
17  stuff, if that's okay.
18 MR. JESS: Okay. Yep.
19 BY MR. ANDERSON:
20 Q. That'sfine.
21 Was there a process by which you were
22 advised that your loan requests were approved? | mean
23 didyou get an e-mail back saying "Approved” or -- |
24 mean how did it work?
25 MR. JESS: But who, which?

10:58:08-10:58:47 Page 51

out in, you know, Chandler somewhere, | really don't
want to drive from Central Phoenix all the way down to
Chandler to do that.
So with DenSco it was alittle bit easier

because it's scan, e-mail, done.

Q. Right. Didit ever -- so | mean the
presumption is, if you're signing the original deed of
trust and the original note and the original mortgage
and you're just e-mailing copies to DenSco, that you are
holding those originals; is that right?

A. I'mnot holding the originals.

Q. Wall, | understand you're not holding them, but
you're never transmitting the origina to DenSco?

No.

Right. So they never have the original ?

Never.

What happens to the original ?

| throw it out.

Okay.
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13
14 A.
15 Q.
16 A.
17 Q.
18 A.
19 Q.
20 A. Keepiton my desk.

21 Q. Right. Didit ever -- so in many instances

22 DenSco'srecording copies; isthat afair statement?
23 They haveto be, because that's all they have.

24 A. Always.

25 Q. Sothey're always recording copies?

10:59:53-11:00:55 Page 53

BY MR. ANDERSON:

Q. From DenSco. Yeah, I'm sorry. Yeah, I've made
this sort of fictional DenSco/non-DenSco, so | have to
keep that going, but | mean that's just the way.

So in the DenSco transactions, did you get back
from Denny "Approved" and then, you know, "Here are al
your deeds of trust"?

I'm just trying to figure out how -- what the
communication was.

A. No. Therewas never anything not approved.

Q. Understood. Okay.

A. Thenext communication | would have with DenSco
after giving him that information of the bid price and
all that stuff would be an e-mail that says"Docs," and
attached to the e-mail would be the docs that he's
created for meto sign.

17 Q. Okay. And then how do you know that the money

18 isgoing to be there for you to purchase the property?

19 A. ltawaysis.

20 Q. Il understand. So| mean he doesn't say to you,

21 though, "I'm wiring X"?

22 A. Sometimes he would e-mail you or send you an

23 e-mail that says"Wired" or "Sent 338,000," sometimes;

24 but most of the time | would just get atext on my phone

25 from the bank saying, hey, you just received awire.
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Q. Okay. Andso --
A. I've never had a situation where he sent me
docs and did not send me awire.
Q. Okay.
MR. JESS. Wak Ryan through 123 Main
Street, how it would work with Denny in terms of the
funding and the documents.
THE WITNESS: Okay. So we already went
through how | communicate with him and | tell him I've
purchased 123 Main Street. | tell him, let's just say,
"I will need $100,000," and let's just say | purchased
it for $100,000 or whatever.
The next communication would be an e-mail
that says"Docs." His docswould be there. He would
wire -- he normally wired very, very early in the
morning. Usualy before | even left the housein the
morning, by 7:00 in the morning, the money would be in
my account already, which was convenient, because then |
got to go to the bank before even getting to the office,
so | didn't have to go and come back and forth.
And then | would at some point during that
day sign the documents after I've received the money,
which is ancther difference that no other hard money
lender would ever do; but | would sign the documents,
usually that same day, unless something was going on and

11:03:52-11:04:56
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recorded.” And now he's waiting, because he wants to
record his deed of trust. And sothen | would tell him,
"Okay, let me call the trustee and find out." And, you
know, typically, aweek later or less| would have a
trustee's deed recorded, and that would be the end of
that.

Q. Okay. Intermsof -- you talked about a big
difference being that you're getting the money before
you've actually executed the documents purporting to be
the loan secured against the property; is that right?

A. 99.9 percent of the time.

Q. And that in your experience with non-DenSco
hard money lenders, that did not happen, right?

A. No, that would never happen.

Q. Soitwould never happen with a non-DenSco
lender that you would get the money before you've agreed
to the loan?

A. No, non-DenSco lenders are -- they have
policies. They have procedures. They -- it'syou do
thisor you don't do it. And thereisnoreal gray area
there. It'sfollow one, two, three, four, and one, two,
three, four will happen back for you. If you don't
follow one, two, three, four -- another example. A
non-DenSco hard money lender requires you to have
insurance on aproperty. Very important. If aproperty

11:02:25-11:03:34
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| wasn't by acomputer. Then | would sign them that
night or the next day, whatever itis. And then| would
e-mail it back to him, and that would be our transaction
done.
BY MR. ANDERSON:

Q. Okay.

A. Onceinawhile-- now, remember how | said
that you get atrustee's deed ten days later. So there
were many instances where -- the laws changed about five
years ago, approximately. And so one of the differences
was, prior to five years ago the trustee would mail you
an unrecorded trustee's deed, and it would be up to me
to record the trustee's deed. And thenin the last five
years they've changed that, where you're going to pay
10 or $12 and they're going to record the deeds for you.

Well, prior to that there were alot of times

that the deed just never showed up. Thetrustees were
very laxed in getting you deeds. They know the laws.
Sometimes you had to really yell and scream that you
were going to call an attorney because, hey, your ten
days are way completely up. And then that's usually the
only time that they would really start moving around to
actually do something, and they would get you a deed.
But there were times that DenSco, Denny, would e-mail
and say, "Hey, it's been 17 days and this thing is not
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burns down the following business day, the borrower
really could just walk away and say, al right, it is
the hard money lender's problem.

They aways require you, every one I've ever
dealt with, required you within that 24-hour period to
get them proof of insurance before they deliver the
money to the trustee. With Denny it wasn't that case,
or DenSco. It was not that case.

Q. What were DenSco's insurance requirements?

A. Hewanted insurance on the properties, whether
it be that day, the next day, three days later.

Whenever it happened to be, whenever | got around to it,
then it would happen.

Q. Wadll, it soundslike, from your testimony, that
DenSco's -- you said lax. That it'sredly relaxed;
that the relationship with you at least was such that
therewas alot of trust, would that be afair
statement?

A. 1don't -- yeah, with al his borrowers.

Q. Wall, you say "with al his borrowers." How do
you know that his lending practices were uniform amongst
all of hisborrowers?

A. Okay, when | say "al of hisborrowers," |
can't say that accurately. | can say a number of
borrowers that I'm friends with, | know that he wires to
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them and has the same exact procedures.
Q. Sointhe sort of world that you operate of
buying trustee's deeds, that it was known that DenSco's
lending practices were just different than the rest of
them?
A. Yes. | mean I've officed -- it'sa small

world. It'savery small, little community of people
that buy at trustee's sales. Y ou do have the occasiona
person that comes in and then disappears for six years
and then comes back a day and then never see them again;
but it'sreally the same people every single day, and so
you get to know these people.

And at one point in my career | -- again, 2006,
'7, '8, around that vicinity, | officed with a couple
peopl e that were doing the same exact thing, and we all
kind of shared the rent and we all worked with DenSco.
We also all worked with other hard money lenders. And |
remember specifically -- | mean not that | have had
conversations with them about it, but | remember
specifically hearing, "Oh, Denny just wired 600,000 to
my account. | need to go get cashier checksto pay for
these properties,” the same procedure.

MR. JESS:. Do you want to take a break?

THE WITNESS: Y eah.

MR. JESS: Can we take a break?
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1 conversation.
2 Q. Okay. Sofrom your understanding of this, that
3 thiswas his business practice from as soon as you
4 started doing work with him?
5 A. Yes. Henever knew me from before that.
6 Q. Right.
7 All right. So changing gears ahit, in
8 addition to Arizona Home Foreclosure and Easy
9 Investments, you've disclosed some other businessesin
10 your bankruptcy petition. I'vejust got some basic
11 questions about them.
12 What is Auto King, LLC?
13 A. Anauto dedership.
14 Q. Isittill in business?
15 A. Itisnot.
16 Q. When did you stop operating that business?
17 A. Approximately ayear ago.
18 Q. Sosometimein 2015?
19 A. | would say that's accurate.
20 Q. Okay. And why? Why did you stop operating

21 Auto King?

22 A. | hated the business. It wasavery bad
23 businessfor me.

24 Q. And the business was what?

25 A. Sdling used carsto people with

11:18:16-11:19:26 Page 59

MR. ANDERSON: Sure. We can go off the
record at 11:07.

(A recess was taken.)

BY MR. ANDERSON:

Q. Well go back on the record.

Mr. Menaged, you're still under oath. Do you

understand that?
A. Yes

I would like to go back to one thing, of a
guestion that you asked me. Y ou asked meif | ever had
a conversation with Denny or DenSco in regards to why he
did -- he was wiring to the borrowers. And the one
thing | do remember was, when | first -- my first
transaction ever with DenSco, he did e-mail me and ask
me for my banking information. And | was confused,
because no one would ever ask me for my banking
information. There would be no reason for it.

And | sent it to him, and he wired me the money
for that first transaction. And then | remember asking
him -- | don't remember if | asked him or said to him,
"Y ou made amistake. Why do, like, | have this money?"

And he said, "Thisishow | doit. | will wire
to the borrower, and it's your transaction. You go and
take care of it." | do remember that. | mean that was
ten years ago, but | do remember having that
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1 credit-challenged situations.
2 Q. You have acompany caled Beneficia Finance,
3 LLC;isthat right?
4 A. Yes.
5 Q. Andwhat isthat company?
6 A. Itwasdesigned to loan money to people who
7 were credit-challenged to buy furniture. However, |
8 never didit.
9 Q. Meaning you never lent anybody any money?
10 A. Correct.
11 Q. Andisthat company still operating?
12 A. No.
13 Q. Wereyou the sole owner of Beneficial Finance?
14 A. | was
15 Q. Okay. And the samefor Auto King?
16 A. Correct.
17 Q. We'vegot Furniture & Electronic King, LLC.
18 And, infact, | know alittle bit about those because,
19 asyou know, those entities are now in the receivership.
20 So | guess let'sjust talk about Furniture
21 King, Scott's Fine Furniture, and Furniture & Electronic

22 King sort of as Furniture King. Isthat afair
23 statement to say?

24 A. Yes.

25 Q. Those three businesses are also out of
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1 business; isthat right?

That is correct.

They‘re no longer selling furniture?

Correct.

How did you get into the furniture business?

My dad was in the furniture businessin New
York and so growing up, growing up probably since | was
13 or s0, on the weekends | would go to work with him.
Summer breaks | would be always at work. And | really
enjoyed businessin general.

Q. When did you start these -- well, when did you
get into the furniture businessin Arizona?

A. My dad had a company in late '90s, mid '90s,
when | first moved out here, called with Buckeye
Furniture, and | started working with him there.

Q. So the furniture businesses predate the
foreclosure/trustee deed business, right?

A. Yes

Q. Okay. Wereyouin the furniture business, you
know, the whole time that you've been in the trustee
deed business?

A. No.

23 Q. Okay. Sowhen did you sort of restart

24 furniture? | mean you can give me approximate dates.

25 A. 2008, 2009, approximately.

>0 >0 >

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22

11:24:23-11:25:14 Page 64

1 creditor; isthat true?

2 A. That'scorrect.

3 Q. Arethere any assets of Beneficial Finance?

4 A. No.

5 Q. Theassetsof Furniture King, which includes

6 Furniture & Electronic King and Scott's Fine Furniture,

7 those assets include furniture inventory; is that right?

8 A. Correct.

9 Q. Other than the furniture inventory that we're
10 intimately familiar with now, are there any other
11 assets?

12 A. No.

13 Q. So no bank accounts, right?

14 A. There are bank accounts.

15 Q. Weéll, isthere any money in the bank accounts?
16 A. No.

17 Q. Do these entities -- have they ever owned any
18 real property?

19 A. No.

20 Q. Do these entities -- ever owned any vehicles?
21 A. No.

22 I'm sorry. Yes.

23 Q. Okay. Werethose vehicles leased or were they
24 owned?

25 A. Therewas one vehicle that we owned under

11:23:25-11:24:14 Page 63

1 Q. Okay. And wasthefirst entity you started,

2 wasthat Furniture King?

3 A. Caorrect, and operated on Thomas Road.

4 Q. And eventually the Furniture King enterprises

5 expand to multiple stores and multiple entities; is that

6 right?

7 A. Thatiscorrect.

8 Q. However, upon the filing of the bankruptcy,

9 you've ceased business operations for Furniture King,
Scott's Fine Furniture, and Furniture & Electronic King;
isthat right?

A. Correct.

MR. JESS: Just to clarify, Scott, |
believe that you ceased operating those businesses
during the bankruptcy, not when you filed, correct?
THE WITNESS: During, correct.
BY MR. ANDERSON:

18 Q. Arethereany remaining assets of Auto King,

19 LLC?

20 A. Yes

21 Q. Arethose remaining assets the equipment that

22 isinyour garage at home?

23 A. Yes.

24 Q. Okay. And| believe that equipment is

25 currently going to be sold by the trustee and the

10
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13
14
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16
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1 FurnitureKing. It was sold years and years ago. And
2 that wasit.
3 Q. Wadll, youinitialy filed bankruptcy sometime
4 inMay, | believe; isthat right, May of 2016?
5 A. | believeit was earlier than that.
6 Q. Wasit April?
7 A. It might have been.
8 Q. Itwasafiling that you did by yoursdlf; is
9 that right?
10 A. That'scorrect.
11 Q. You were not represented by counsel at the
12 time?
13 A. No.
14 Q. Let'sjust start with sort of the question why
15 did you file this bankruptcy?
16 A. | had amarker out in Las Vegas with the Wynn
17 Hotel, and they sent that to -- they sent that marker to
18 acollection agency that ultimately ended up at the
19 Didtrict Attorney's Office. And so they demanded
20 payment within ten days, and | did consult with an
21 attorney out in Vegas, and they told me that, you
22 know --
23 MR. JESS: Don't say anything that your
24 attorney told you.
25 THE WITNESS: Oh, okay.
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1 | then filed for bankruptcy for that

2 reason.

3 BY MR. ANDERSON:

4 Q. Okay. To addressthisdebt to acasino; is

5 thatright?

6 A. Thatiscorrect.

7 Q. And do you generaly know how much that amount
8 of thedebtis?

9 A. 150,000.

10 Q. And how did you incur that debt?

11 A. Gambling.

12 Q. Andisit at acertain casino?

13 A. TheWynn.

14 Q. TheWynnin LasVegas?

15 A. Thatiscorrect.

16 Q. And over what period of time did you incur this
17 gambling obligation?

18 A. A couple months.

19 Q. Wasit acouple monthsin 20157

20 A. Yes

21 Q. Okay. Soyou filed the bankruptcy in, | think
22 it'sApril --

23 A. Uh-huh.

24 Q. --of 2015?

25 A. '16.

11:28:26-11:29:39 Page 68

1 A. |don't believe so.
2 Q. Didyou have any -- did you gamblein any
3 casinosin Arizona?
4 A. |did.
5 Q. Which ones?
6 A. Casino Arizonaand Talking Stick Resort and
7 Wild Horse Pass.
8 Q. Didyou have enough gambling winningsto be
9 issued atax form from any casino in 2015 indicating
10 what your winnings were?
11 A. No. There'sstatements, but | mean from the
12 casinosyou can aways, you know, get what --
13 Q. Okay, but you could get a statement, | guess,
14 fromacasino --
15 A. Yes.
16 Q. --that shows how much you gamble; but I'm
17 asking if you got sort of atax form that says here's
18 your gambling winnings?
19 A. Only on slot machine wins and on specific wins.
20 Q. Didyou get any of those sort of tax formsin
21 2015 from slot machine wins?
22 A. | don't believe so.
23 Q. When you gamble, do you generally win or do you
24 generdly lose?
25 A. Wdl,inmy mind | was awinner.

11:27:23-11:28:17

1 Q. 2016.
2 Y ou incurred the debt to Wynn back in 2015; is
3 thatright?
4 A. Correct.
5 Q. Isthereany dispute on your sideto the
6 validity of the debt?
7 A. No.
8 Q. Soyou used credit from the casino to gamble?
9 A. Correct.
10 Q. And you were unableto pay them back?
11 A. Correct.
12 Q. What type of gambling did you do at the Wynn?
13 A. | believeit was blackjack.
14 Q. Electronic or with cards?
15 A. No, cards.
16 Q. Didyou gamble at any other casinos?
17 A. Inmy lifetime?
18 Q. Waéll, how about we'll just do 2015.
19 A. Possibly.
20 Q. Didyou take out any lines of credit at any
21 other casinosin 2015?
22 A. | don't believe so.
23 Q. Okay. Andwhen| say "line of credit," | do
24 mean amarker. Did you have markers at any other
25 casinosin 20157

Page 67

11:30:01-11:31:10 Page 69

1 Q. Waéll, what about in your pocketbook?
2 A. No, that would be aloser.
3 Q. Soyou filed the bankruptcy because of the
4 problems with the Wynn marker; that's the only reason
5 vyoufiled?
6 A. Plusl had other debts.
7 Q. Okay. Andwerethere any other creditors that
8 were putting pressure on you at that point?
9 A. No.
10 Q. Your first filing that you filed by yourself
11 failed to mention or include DenSco in any way.

12 A. Correct.

13 Q. Why?

14 A. | didn't want to upset him. In some deluded

15 way in my mind, | was hoping to get his debt taken care
16 of somehow, maybe hit areally big jackpot or a couple
17 of them or furniture or whatever. | mean | would have
18 done anything to get him taken care of. | never wanted
19 to put himin that position.

20 Q. Okay. Youamended your schedulesin August of
21 2016; isthat right?

22 A. Correct.

23 Q. And your amendments were with the assistance of
24 alegal counsel; isthat right?

25 A. Correct.
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1 Q. Theamended schedules, do those reflect all

2 your assetsand al your liabilities?

3 A Yes

4 Q. Sodoyou own any property outside the

5 jurisdiction of Arizona?

6 A. No.

7 Q. Doyou have any interest in any companies that

8 may own property outside of Arizona?

9 A. No.
10 Q. Areyouamember of any partnerships that may
11 own property outside of Arizona?
12 A. No.
13 Q. Why didn't you file ajoint bankruptcy with
14 your wife?
15 A. My wife-- well, number one, my wife doesn't
16 haveany assets. She doesn't have any money. She's not
17 onthehouse. Youknow, she'snot on the cars. There
18 wasredlly no reason. | mean there was nothing there
19 for her.
20 Q. Doesthe divorcethat you talked about earlier,
21 the prepetition divorce, did that have any calculation
22 onthis bankruptcy filing?
23 A. No.
24 Q. Soyoudidn't filethefirst bankruptcy in
25 order to ensure that the Divorce Court didn't resolve

1
2

11:34:08-11:35:28 Page 72

A. Correct.

Q. Do you recall that meeting?

A. |do.

Q. Okay. Where did that meeting take place?

A. At hishouse or home office.

Q. Andwhat did you tell Mr. Chittick?

A. 1 told him that he wasin second position on a
lot of loans. The thinking behind it was, you know,
property values were on therise. He asked me what
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involvement -- he asked me what involvement because --
like what involvement | knew of all of this. | told him
that it wasa-- | told him that | -- | told him that
one of my family members or family member employees was
doing it without my knowledge. And | said that because
| didn't want to -- | didn't want to upset him. | mean
| didn't want to tell him | knew what was happening and
what the thought process was.

Q. Okay. Well, what was the problem?

A. What was the problem with what?

Q. Wall, | mean you're meeting with him to explain
that he'sin a second position. Why? Why was that a
problem?

A. Hesaid it was aproblem becausein an
agreement that he has with hisinvestors, he's not
supposed to be in second position.

11:32:51-11:33:58 Page 71

any community property issues?

A. No, not at all.

Q. Okay. I'mgoing to show you what's marked as
Exhibit No. 1.

(Deposition Exhibit 1 was marked for
identification.)
BY MR. ANDERSON:

Q. Thisistheforbearance agreement. And thisis
not the entire forbearance agreement. Asyou know, |
gave you acopy at the 341 meeting. The entire
agreement is like a hundred-plus pages. Thisisjust
part that | think we should just be able to look at and

13 talk about. Sothisisnot the full agreement.

14 A. Okay.

15 Q. On November 27th of 2013, you meet with

16 Mr. Chittick and you tell him that something's gone

17 wrong inyour business operations; isthat afair

18 statement?

19 A. Yes.

20 Q. Youexplainto him that DenSco's loans that

21 DenSco believed were in first position were, in fact,

22 second position deeds of trust; isthat right?

23 A. Correct.

24 Q. And that those second deeds of trust were

25 spread across at least 100 real properties, right?
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And when he looked at the numbers and he looked
at the properties at the time, he saw that the risk was
not as high as most hard money lenders would think it
would be, because he saw the idea of this property was
worth 50,000 and now it's worth 70,000, and three to six
months from now it probably will be worth 90,000. He
wasn't that concerned about the value as more he was
concerned about the position because of his agreements
with hisinvestors.
Q. Okay. Well, wasn't his agreement with you,
when you were taking the |oans on these properties, that
he would bein first position?
A. Yes
Q. Okay. And so hedidn't know that he was
actually in second position on these loans, when he
thought he was in first, right?
A. We met prior to November, | want to say
sometime earlier that year, and | said to him -- he said
tome, "I got acall from ahard money lender." Someone
called him. | don't remember who, but someone called
him and said, "Hey, you know, you're in second position
on thisthing. Isyour loan till valid," or something
like that.
And he said to me, "Am | in second on this?"
And | said, "I don't know." | said, "Maybe.
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1 I'll check when | get back to the office."

2 He'slike, "Okay. If | am, just get me out of

3 second.”

4 And it wasreally no big deal. And, you know,

5 | at that point explained to him and said to him,

6 "Yeah" | said, "I'mreally not that concerned about

7 it," | said, "because of what the loan amounts are and

8 what the values are of the properties and how they're

9 goingup."

And he never mentioned hisinvestors at the
time. Hejust said, "No, | getit. | understand." And
that wasthe end of it. And sol really didn't think
that -- because he was so laxed in everything else, |
didn't really think it really mattered to him.

Q. Okay. So how did DenSco get into this
situation? | mean walk me through 123 Main where DenSco
ends up in asecond position on it.

A. Theonly way that DenSco ended up in this
position is because he wired the money to the borrower,
me, and did not pay the trustee directly.

Q. Okay. Sothelax business practices of DenSco,
where it would be wiring money to you on a property that
you have made a bid on, enabled you to get another loan
in first position, right?

A. That'scorrect.
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Q. The non-DenSco hard money lender goes through
its policy, practices and procedures and wires the money
or delivers the money to the trustee, and they end up
in, most of thetime, first position, right?

A. Most of thetime, yes.

Q. And then DenSco wires its money to you, you
sign the documents evidencing the loan, send them back
to DenSco, and eventually DenSco records its deed of
trust, right?

A. Correct.

Q. Andinthe magjority of the instances DenSco
ends up in second position, and the non-DenSco hard
money lender isin first position, right?

A. Sometimes.

Q. Waéll, how many times of thesetwo loanson a
property was DenSco in first versus DenSco in second,

17 just -- do you know?

18 A. Estimated?

19 Q. Yesh.

20 A. Half, 50 percent.

21 Q. Okay. Of the 50 percent when DenSco'sin

22 second position, a no time did DenSco believe, when it

23 waslending the money to your entities, that it was

24 going to bein second position, right?

25 MR. JESS: Objection, form. Go ahead.
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Q. Okay. So, and Denny, when he was delivering
these funds to you and delivering these documents to
you, did not know he was going to be in second position,
correct?

A. Correct.

Q. Okay. Soyou're going to an auction and you're
making a bid on 123 Main, right, and you make a bid for
$100,000?

A. Correct.

Q. Youthengo--isn'tit-- | assumeyou've
gone -- you go to anon-DenSco hard money lender to get
money to acquire the property; is that what happens?

13 A. Correct.

14 Q. And you go through the non-DenSco hard money

15 lender's practices and proceduresin order to acquire

16 titleto the property, right?

17 A. Correct.

18 Q. Areyou doing the exact same thing with DenSco

19 at the sametime?

20 A. Correct.

21 Q. Soyouare making -- you are telling DenSco, |

22 need to borrow X against the same property which you've

23 now aready got a hard money loan againgt; is that

24 right?

25 A. Correct.
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THE WITNESS: | don't know what he
believed.

| don't have to answer?

MR. JESS: Y eah, go -- no, go ahead. No.

THE WITNESS: | don't know what he
believed. | just know the conversation | had with him
earlier that year where second position, first position,
it wasreally no big deal. It didn't matter.

The only time it became an issue for
DenSco or Denny was when a hard money lender contacted
him and where his big concern was, was, "Oh, my God, my
investorsinvest in that hard money company aswell, and
that can't get out.”

It wasn't an, "Oh, my God, I'm in second
position on all these loans." It was more of "My
investors can't figure this out or understand it." And,
you know, now that there's a hard money lender involved,
where these investors have invested into this other
company, it just takes a phone call to one -- again,
thisisavery small business. So once one investor
knows, they all know. And so that was his main concern
with me, which iswhere the forbearance agreement came
up.

BY MR. ANDERSON:

Q. Okay. Wdll, theredlity, though, with
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123 Main, where you've gotten two loans on the property,
you've only needed to use one of your hard money loans
to actually acquire title to the property; is that
right?
That is correct.
So you have the money from the other loan --
Correct.
-- in your possession?
That is correct.
. What happens with that money that is not used
to acquire the property?
A. In--1 can't say every time or every dollar,
but in the big picture, most of the money would go back
to DenSco, and it would go back to DenSco on a previous
loan that we've had that, you know, the market was
completely upside down, and let's just say that he
loaned me $170,000 on a condo that today is only worth
40 grand.
Instead of metelling him, "Hey, like your
other borrowers, I'm walking away from this property,”
which | had every legal right to do at the time,
instead, | took thismoney and | put it into that so |
23 could get those loans paid off, off the books, and sold.
24 Q. Soyou were using DenSco's money from current
25 transactionsto pay historical transactions?
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And so what was he going to do with the property? So he
rented it out, you know, collected something on the
property. Better than collecting nothing or the
property being vandalized.

And for agood amount of time it wasavery,
very big -- very, very big stresson him. And | didn't
know him personally, like | didn't know -- | didn't know
hisins and outs of what he does or his head, mindset or
anything like that; but | had around that time started
to figure out, okay, this man cannot take pressure,
because the smallest little things would send him over
the deep end. And he would constantly complain about
how, you know, he had borrowers that would just walk
away and, you know, leave him with a $200,000 loan on a
property that's worth 40 grand and, you know, how
appreciative heis of, you know, that | haven't done
that with him. Because at the time | had a-- who knows
how many loans, | mean tons and tons of loans. And had
| done that at thetime, | don't think that -- | don't
believe DenSco would have survived.

So herée's this man that's telling me
constantly, over and over again, about how he can't
sleep at night because these borrowers have screwed him
over and have turned over these properties, and he's
taking pillsto deep at night, and, you know, thank you
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1 A. Correct.

2 Q. Okay. Isthat what you told Mr. Chittick at

3 thetime?

4 A. Atthetime?

Q. Right. In November of 2013, isthat what you
told him?

A. Henever asked me at that time what | was doing
with the additional funds.

Q. Sohenever asked you where all the money went
that he lent you?

A. Wasitin this conversation?

Weéll, no, he did -- when we talked about where
the additional funds were, | told him it was taken by a
family member that was running my company. That's what
| told him. | never told him that the money went back
to him to pay off the first hundred loans when the
market went upside down.
See, hewasin aplace of -- hewas-- hewas a

lonely man, loved to reach out, loved to talk. And when
the market started changing and he had all -- I'm going
to -- tons and tons of borrowers who were walking away
from him, and he's now went from the lending business to
the landlord business; meaning he foreclosed on the
property, he took the property back or the borrower
signed the deed of lieu and gave him back the property.
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so much for taking care of your loans and blah, blah,
blah, blah, blah.
And | didn't have the heart -- | wish | did,

but | didn't have the heart to say to him, "Hey, I'm
sorry, here's ahundred properties or 150 properties.
I'm done. Y ou know, thisthing is -- this portfolio is
completely upside down." | just couldn't doit. | wish
| did, but | couldn't. | felt sorry for him.

Q. Okay. Did you tell him that your wife had
cancer and that's why you had turned over control of the

11 businessto this cousin?

12 A. 1did. I told him that my wife was sick.

13 Q. Wasthat true?

14 A. Sheissick, uh-huh.

15 Q. No, did she have cancer?

16 A. No.

17 Q. Soif you told him that she had cancer, that

18 wasalie?

19 A. Yes. | didn't want to tell him what shereally

20 had.

21 Q. You'vetaked about thiscousin. Thecousin

22 doesn't exigt, right?

23 A. Thatiscorrect.

24 Q. Didyou tell Mr. Chittick that the cousin had

25 taken DenSco's money and spent it in Las Vegas?
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1 A. Idid.
2 Q. Woasthat true?
3 A. No. Thereisno cousin.
4 Q. Okay. | understand there's no cousin. But had
5 you taken any of the money and spent it in Las Vegas?
6 A. No.
7 Q. Okay. Thecousin alegedly, you know,
8 absconded to Isradl, | believe; isn't that what you told
9 him?
10 A. That'swhat | told him.
11 Q. And took with him money?
12 A. Correct.
13 Q. That obviously wasn't true, because the cousin

14 doesn't exist, right?

15 A. Correct.

16 Q. Did you take any of the money and put it in

17 Israel?

18 A. |didnot.

19 Q. Your testimony is, isthat the money that you

20 borrowed from DenSco was only used to repay DenSco |oans
21 that were not going to -- not going to perform; is that

22 right?

23 MR. JESS: Objection, form.
24 BY MR. ANDERSON:
25 Q. You can till answer the question.

11:49:27-11:50:33 Page 84

1 acquired through these second mortgages to pay down your
2 dad'sobligations?
3 A. Yes. They both lent money to the same company.
4 Q. How much did you pay your dad back?
5 A. | would haveto get that accounting.
6 Q. How would you get that accounting?
7 A. | could ask him to get his accountant to get
8 it
9 Q. It'strueyou took advantage of DenSco's
10 relaxed lending practices, right?
11 MR. JESS: Objection, form.
12 THE WITNESS: | didn't take advantage of
13 hislaxed -- in my opinion, | didn't take advantage of
14 hislaxed lending practices.
15 In my conversation with him sometime
16 earlier that year and he mentioned, "Hey, there'sa
17 property or two propertiesthat | think 1'm in second
18 position on," and we kind of talked about it, and I'm
19 like, "Yeah, | haveto look at the books and figure out
20 if you arein second position," he was like, "All right.
21 Youknow, no big deal. Just take care of it."
22 It was not a conversation | would have had
23 with another lender in that situation, and so | didn't
24 redlize at the time that he had aton of investors. |
25 didn't know he had any investors, actualy. | didn't

11:48:17-11:49:09 Page 83

A. Themagjority of the money, yes.

Q. Okay. Did any of the money that you acquired
from DenSco under these second loans -- wasit used in
any other way?

A. Yes

Q. Okay. Andwhat are those other ways?

A. Living expenses, investing into the furniture
companies, gambling.

Q. Okay. Soin addition to paying DenSco back on
loans that were not going to be performing, you used the
money that you had acquired from DenSco to pay for your
living expenses?

A. Correct.

14 Q. Togogamblingin LasVegas?

15 A. Correct.

16 Q. Did you use that money to repay any of your

17 other loans?

18 A. Businessloans?

19 Q. Any loans.

20 A. Living expenses, my father'sloan to the

21 company.

22 Q. Towhich company?

23 A. ArizonaHome Foreclosures, the same one that

24 Denny lent --

25 Q. You used some of DenSco's money that you
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1 redlizethat he wasn't allowed to be in second position.
2 And | believed that what | was doing was
3 redly the best for him, because | was getting rid of
4 dl these bad loans. And, yes, we are -- we now have X
5 amount of liens on these new loans at the bottom of the
6 market, when they're going up, and then as soon -- the
7 ideawaswhen they got up to a certain level, they'll
8 get sold and problem solved.
9 BY MR. ANDERSON:
Q. But you don't disagree that you were lying to
Denny about the loan that you were going to -- that you
were asking for?
MR. JESS: Objection, form.
THE WITNESS: No, | didn't -- | lied to
him. He'slied to me. We've had aten-year
relationship.
BY MR. ANDERSON:
Q. Wadll, you're asking -- when you're already
working on getting aloan on 123 Main from another hard
money lender and you ask for the same money from DenSco
at the same time, you understand that you are
misrepresenting to one or both of the lenders what's
happening, right?
A. Yes
Q. And you're borrowing money under those false
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pretenses, right?

A. Correct.

MR. JESS: Objection, form.
BY MR. ANDERSON:

Q. Whileyou have explained that after it became
exposed to Denny that he was in second position, he
wasn't too upset about it, are you telling us that you
think if you had told Denny at the beginning that you
were going to ask for him to loan money on properties
that you already had afirst position lien on, that he
would still lend?

A. Absolutely.

Q. Okay. Soyou think that if you would have come
and been honest with him about the position he would be
in on these certain properties, he would have still lent
the money to you?

A. Yes

Q. Okay. Andwhat leads you to believe that?

A. There have been many times, like, for instance,
on my persona house, where | needed a few hundred
thousand dollars, and he would know that | have a
million dollar loan or $2 million loan on my personal
house, and he would put himself in second position.

There wasn't -- in conversations | have had
with him, | mean, | think it's because the whole laxed
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aware of that DenSco had investors, right?

A. If | knew that he had investors, | mean maybe
itwasacouple. | don't really remember. | don't
remember having a conversation with him about it.

Q. Okay. You certainly know for a certainty
during the forbearance agreement negotiations that there
are abunch of investors?

A. Yes

Q. Just so I'm clear, while you believe that due
to Denny's relaxed lending practices and some of his
lending practices with you on an individual basis, that
he may have loaned on properties where he would be in
second position, you did not specifically tell him that
he was going to be in second position on these loans,
right?

MR. JESS: Objection, form.

THE WITNESS: | did not have a
conversation with him and say, "I'm putting you in
second position on these loans," no.

BY MR. ANDERSON:

Q. Okay. Anddidyou ever tell him that you used
the money from these second positions to pay for your
living expenses?

A. No.

Q. Didyou ever tell him that you used the money

11:53:22-11:54:14 Page 87

environment and the way that me and him would speak, and
| don't see why he -- other than his commitments to his
investors, why there would be a problem with that.

Q. Okay. Well, you said that the first time you

5 figured out there were investors was when this came to

6 light; isthat right?

7 A. That'scorrect.

8

9

w N -

N

Q. And what happened was that the other hard money
lenders that were either in first or potentially second
position raised concerns about these individual
properties to DenSco and probably to you, right?

A. Correct.

Q. And sointhethrows of thisdisclosure that

14 DenSco isin second position, you learn for the first

15 timethat Denny hasinvestors, right?

16 A. It wasapproximately that time, yes.

17 Q. Andyou also learned at the same time that

18 DenSco has made representations to its investors about

19 thetypesof loansit's able to make to people like you,

20 right?

21 A. l'velearned that from his attorney, yes.

22 Q. Butyoulearneditin this process, in this

23 unwinding of these second positions, right?

24 A. Correct.

25 Q. And before that time you didn't -- you weren't

11:55:45-11:56:30
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to -- you know, for your other businesses?

A. No. | never even told him that he got the
money back.

Q. Right. You never even told him that you were
using the money to repay --

A. Right.

Q. -- other loans?

So he knew -- all he knew was this lie about
the cousin, right?

MR. JESS: Objection, form.

THE WITNESS: | believe that's what he
knew, yes.

BY MR. ANDERSON:

Q. Okay. Andyou never told him the truth about
it, did you?

A. I'm pretty sure he knew the truth.

Q. How do you know that?

A. It'smy feeling.

Q. Widll, did you ever tell him the truth?

A. No. But there was a conversation onetime
where he said to me, "L ook, honestly, | don't really
care how we got to this position and | don't really
care--" | mean specificaly said to me, "I don't even
careif the cousin story was alie," which kind of threw
me off. "Wejust clean -- welll just get everything al
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cleaned up."
Q. Okay. Solet'stalk alittle bit about the
cleaning it up. Thisisthe forbearance agreement
you've got in front of you. It's Exhibit No. 1.
You alert Mr. Chittick to this problemin
November, on November 27th, 2013. However, it takes
until April 16th, 2014 to get the forbearance agreement
finalized; isthat right?
MR. JESS: Just to be clear, | think,
Ryan, you had said earlier that the other hard money
lenders alerted DenSco to this problem.
THE WITNESS: And they did.
BY MR. ANDERSON:
Q. Okay. Youreright, | did say that. Thereis
a section in this agreement that specifically
references -- Section G is Page 2, talks about that
date, November 27th, where it says that guarantor, which
isyou, met with Denny Chittick to inform lender that
certain properties had also been used, though guarantor
acknowledged no fault, as security for one or more loans
from one or more other lenders.
Do you see that?
A. |seeit, yes.
Q. Okay. And so you don't dispute that's what
happened, right?

11:59:12-12:00:31 Page 92
1 A. David Beauchamp.
2 Q. Didyou ever meet with Mr. Beauchamp?
3 A. ldid
4 Q. On how many occasions?
5 A. Two.
6 Q. Andwhere were those meetings?
7 A. David Beauchamp's office.
8 Q. Okay. And can you describe the first meeting?
9 A. Yes
10 Q. What happened?
11 A. | got there earlier than Denny. Denny walked
12 into the reception areaand | was sitting there, and the
13 receptionist put usinto aconference room. About ten
14 minutes later David Beauchamp walked in with awhole --
15 | don't know. A whole bunch of papers, stack of
16 folders, put it down on the desk really hard, sat down,
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was sweating. It waskind of gross. And looked at
Denny and he said, "Can you please tell me what the fuck
isgoing on here," in those exact words.

And Denny said to him, "I've explained to you
over the phone where we're at, and | need you to draw up
an agreement.”

And he said, "No, what you explained to meisa
very, very 30,000 feet high explanation of how this
happened. So now | need to know how it happened. How
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A. Weél, | dodispute. | mean| didn't -- I'm not
the one that brought it to his attention.

Q. | understand that.

A. But, yes, | did meet with him on that day.

Q. You did meet with him on that day --

A. Correct.

Q. --totell him what had happened?

A. Correct.

Q. And the problem that DenSco was facing was that
the value of the propertiesin which DenSco wasin
second position, the fair market value, was not
sufficient to be able to -- there was no equity in the
property?

A. Correct.

Q. That wasthe problem.

Weasit -- you know, when you learn or when you
tell him that he'sin second position, how does this
forbearance agreement come to light? How does this get
negotiated and drafted and prepared?

A. Hesaid to me that he was going to contact his
attorney and have an agreement drawn up to protect him.
That's how it cameto light.

Q. Okay. Andwho was this attorney? Do you know?

A. Yes

Q. Whoisit?

12:00:49-12:02:06
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did thiswhole thing occur?"

And so -- and so David said to me -- no, then
Denny said, "Do you want to explain it? Do you want me
to explain it?"

Andsol said, "I'll explainit." | said, "l
had a cousin in the business who screwed me over for
some money. Denny'sin second position.”

And that's when he stopped me. We didn't get
into too much detail about it because his main thing was
how could that happen, was his big thing; how isit
possible that this could happen to begin with.

And so | said to him, "Well, when Denny would
wire me the money," and that's kind of when he went
nuts, and he said, "Why would Denny be wiring you
money?'

And Denny said, "Well, | wired to him so he can
go pay the trustee."

And that's when he stood up and he said, "Are
you afucking idiot? Did we not draw up the documents
for your borrowers to specifically reflect exactly what
you're supposed to be doing?"

And so the lawyer pulled out from hisfolder a
sample of the documents; not documents that | signed,
but a sample of, | guess, what was prepared for DenSco
to give to his borrowers. And he referenced in the
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mortgage clause where it says, |, DenSco, am providing a
loan on 123 Main Street, as an example, and | am making
acheck payable to this trustee for this recording
number for this, for this, for this, and for that.

And so what he said to Denny was, "So you're
telling me that you did not follow what isin this
agreement?"

And Denny said, "l have never --" no, Denny
said, "l very rarely cut checks to trustees.”

And David said, "So you want to tell me that
all of your borrowers, you wire to the borrower?"

And he said, "Most of them, yes."

And then he was very angry. Heleft the room
with Denny. He asked to talk to himin private. They
left the room for about 15 minutes, 20 minutes. He came
back in. He asked meif | had counsdl. | said, "No."
| said, "Do | need counsel?"

And he said, "l guess| can represent you too."

And | said, "Okay."

He said, "You need to understand that we have
to have an agreement drawn up to protect Denny and
DenSco from the situation.”

| said, "Okay." But at that point | was
starting to feel alittle uncomfortable because | felt
like | didn't know what the conversation was that they

12:05:32-12:06:53
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attorney involved. And so that kind of made areally
big red flag in my head of, okay, well, what are you
going to be putting in this agreement that's going to
hurt me.

So he then left the room. | remember he said
he needed to -- or | remember he said he needed to go
downstairs and get fresh air and clean up, and which he
did, because he was amess. His shirt was all wet, and
it really was disgusting.

And then he came back up, came back upstairs.
He said, "Okay, | have had some timeto relax and think
about the situation," he said, "and here's what we're
going to do: We are going to draw up an agreement to
protect you and Denny from the situation.”

And so at that point | said to him, "I don't
understand. Like I'm not -- I'm not getting it."

And so he said to Denny, he said to Denny, "You
do redlize that you are just as much or equally
responsible, if not more, for this problem, because the
documents that you have been providing Scott have not
been true and correct. Y ou have not been paying the
trustee. So, therefore, this can be challenged in court
very easily and probably could be won."

And Denny said, "Okay. | wasn't aware of that.
We can change the documents going forward."
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had in private, and | felt like Beauchamp was looking to
just maybe protect Denny and DenSco and not me. And so
| started thinking, well, maybe | should have an
attorney for this thing.

And so | did tell him that -- you know, | said,
"Well, when will you have this agreement drawn up?"

And he said, "It will take me a couple of
weeks. | will work day and night, over the weekend.
I'll get it done."

And | said, "Okay."

And then hetold methat -- | said, "Arewe --
arewetaking like afew pages?'

"Oh, no, no, no, no; like this."

And | remember that. And | looked at Denny and
| said, "Hey, | didn't bargain for this. | don't know
what I'm doing here then. Because I'm not signing
anything like this unless | have an attorney.”

And so Beauchamp said to me, "If you want to
get an attorney, you could, or, you know, Denny has
agreed to pay thisinitial attorney fees, and we can all
just do it together."

And so | started to feel like | was getting
pushed into not having an attorney. It wasafeeling.
It wasn't told to me. It was just afeeling that | was
getting from the attorney of he didn't want another
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And that's when Beauchamp just went off the
deep end, and he'slike, "Y ou are fucking stupid. What
do you mean, change the documents? Y ou want to continue
to wire to the borrowers; isthat what you're telling
me?’

"Well, yes."

"Well, no," and that's what he told him, "Well,
no, that's not going to happen. Y ou're not going to
continue wiring to the borrowers."

And so he said, "Okay, well, we'll have this
conversation at a different time." He said, "What
information do you need from me?"

| believe he provided him a spreadsheet of the
properties at the time, and then at that point, after |
left that first initial meeting, | hired counsel.

Q. Okay.

A. Sorry if that was way too much in detail.

Q. No, that'sfine. Just circle back on a couple
of points.

Did Mr. Beauchamp at any time while you're
sitting there discuss the disclosure of this situation
and problem with the DenSco investors?

A. Yes
Q. Andwhat do you recall was said about the
disclosure of this problem with the DenSco investors?
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1 A. Hesaid that he wasin magjor violation of his

2 memorandum, | believe. | believe that's what he said,

3 the memorandum with hisinvestors. And he said that we
4 needed to -- not we. He needed, the attorney, he needed
5 todraft the agreement in away that will protect Denny

6 fromany kind of liability with the investors.

7 Q. Did Mr. Beauchamp say anything when you werein
8 theroom about Denny's obligation to disclose that this

9 problem had occurred in his lending practices?

10 A. Hedid. Hesaid to him, "We need to draft a
11 letter to theinvestors to advise them of the

12 Stuation.”

13 And Denny said, "That's not happening."”

14 And he said, "Why isthat?"

15 And he said, "Because there will bearun on
16 the bank and then at that point | can't pay off all

17 theseloans, and so I'm going to take care of the

18 problem myself."

19 And Beauchamp said, his attorney said, "Okay.
20 | don't want to know about it then, if that's what
21 you'redoing. | think that you should advise the
22 investors."

23 And then Denny continued to tell him, "L ook,

24
25

you have to understand the position. The positionis,
that if | advise the investors and they all come back to
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do have an obligation to advise the investors.”
And Denny said, "I didn't under -- | didn't
know that, but | would appreciateit if you did not
advise anybody and just prepare this agreement so we can
move on from this."
And at that point | knew that he was not

advising the investors, because Beauchamp said, " Okay,
Denny, | will do what you want."

Q. Okay. And so the situation that we have with
the forbearance agreement is that your other hard money
lender, the one who was generally in first position, but
sometimes in second position, had -- one of them had
actually sold off their loans to another private
investor, right?

A. I'mnot aware of that.

Q. You'renot aware of that?

A. No.

Q. You're not aware of agroup that was generally
known as Ron's Group that was --

A. Ron's Group?

Q. Yeah, or Dan's Group, a group of investors that
had bought loans from other hard money lenders as
investments, and they found themselves with DenSco
sitting down here in a second position?

A. No, that's not true.

12:09:47-12:10:44 Page 99

me and ask for their money back, then I'm going to bein
abad position where I'm not going to be able to pay
these other loans, and then I'm not going to have full
control of the properties.”

And then at that point Beauchamp said, "Well,
okay, if that's what we're going to do, then we
definitely need to work very closely on this forbearance
agreement to protect you from fraud,” at this point
talking to Denny, "protect you from fraud, protect you
from the Arizona Corporate Commission, protect you from
the AG's office." Hesaid, "That's what needs to
happen.”

And so Denny said to him, "Okay. Well, | pay
you enough legal feesfor you to do that, so do it."

And Beauchamp said, "1 will start working on it
immediately. 1I'll be working over the weekend. 1t will
take sometime." And that wasit.

Q. Did Mr. Beauchamp ever say to Denny, while you
were in the room or present, that he, Mr. Beauchamp, had
an obligation to alert Denny'sinvestors of what
happened?

A. Hedid.

23 Q. Anddo you recall what he said?

24 A. Yes. Hesaid, "You do understand that you're

25 putting mein avery awkward and bad position, because |
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Q. You're not aware of any of that?

A. That'snot true.

Q. Widll, what'sthe truth?

A. Waéll, that's not -- if Dan did aloan, then Dan
was the lender from the beginning.

Q. Waéll, areyou aware of any of the hard money
lenders, with respect to these loans that were first
position, with DenSco in second, that had sold their
loans to other people?

A. No.

Q. No, okay.

Were you aware of any hard money lenders that
when they discovered that DenSco's in the second
position and that you had essentially misled both
lenders of this situation, to end up with two loans,
that they wanted to foreclose and wipe out Denny's |oan?

MR. JESS: Objection, form.

THE WITNESS: No.

BY MR. ANDERSON:

Q. So--

A. wdl --

Q. Okay. Noor yeah? | mean there were
obviously, Scott, other hard money lenders that were
complaining about the situation, right?

A. That wastheissue, yes.
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1 Q. Okay. And what were they complaining about?

2 If they'rein first position, why would they care?

3 A. Because of thetiming of the recordings.

4 Q. Right, because they were so near in time that

5 it--

6 A. It could have been challenged.

7 Q. It could have been challenged, right? Could

8 have been challenged by DenSco, right?

9 A. It could have been challenged by DenSco.
10 Q. Right. DenSco could have said, "Wait a second,
11 | wasledtobelieve | wasin first position,” right?
12 A. Theissue hereisthat most of the time that
13 wouldn't be accurate, because most of the time DenSco
14 would record at least 24 hours after the other lender,
15 probably going back to the laxed environment.
16 Q. Butinsomeinstances, didn't DenSco record its
17 mortgage, then the other note and deed of trust got
18 recorded, then DenSco came in with its deed of trust?
19 You'vegot sort of thisweird sort of line of deeds?
20 A. Yes
21 Q. Okay. Soyou've got an argument that Denny
22 clouded title before the other deed of trust came and

23 got recorded, right?
24 MR. JESS: Objection, form.
25 THE WITNESS: Correct.
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Q. Active Funding.
Did Active Funding agree to not raise issues
with these second positions and allow you time to work
it out with DenSco?
A. Yes
Q. SoActive Funding allowed, essentialy, the
longer workout to play out, right?
8 A. Yes
9 Q. They weren't going to be aggressive?
10 A. Correct.
11 Q. And the Gregg is somebody you had worked with
12 inthe past?
13 A. Correct.
14 Q. Infact, were you almost a business partner of
15 himin thelong, distant past?
16 A. We officed together.
17 Q. Sell Wholesale, did they take a different
18 posture?
19 A. Yes.
20 Q. Didthey hirealawyer at Bryan Cave named Bob
21 Miller?
22 A. They did hirealawyer. | don't know who.
23 Q. Okay. And what did that lawyer -- what do you
24 understand that lawyer was arguing?
25 MR. JESS: Don't speculate, Scott.

~No b WN PR
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1 BY MR. ANDERSON:

2 Q. Wall, at least that argument, you've heard that

3 argument in this big dispute, right?

4 A. Yes

Q. | mean you heard both sides of the argument;
you heard DenSco's side, and I'm sure you heard the
other hard money lender's side, right?

A. Therewasn't really a DenSco side.

Q. Waéll, okay, you heard that position then from
the other hard money lenders that you had made loans
with?

A. Yes

Q. Who were those other hard money lenders; what
are the names of those entities?

Sell Wholesale Funding.

Okay.

And Active Finance Group.

Is Active the one Gregg?

©O© 00N O O
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15 A.
16 Q.
17 A.
18 Q.
19 A. Yes.

20 Q. Okay. Anddid Sell and Active take a different
21 posturein how to deal with these loans?

22 A. What do you mean?

23 Q. Wadll, did Gregg at Arizona-- what is it

24 caled?

25 A. American -- or Active Funding.
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THE WITNESS: | don't know.
BY MR. ANDERSON:
Q. Okay. Didyou get any --
MR. JESS: Can we go off the record?
MR. ANDERSON: No, | don't want to go off
the record here.
BY MR. ANDERSON:
Q. Did you get any communications from these hard
money lenders during this dispute? Did they send you
10 any demand letters, any sort of communications?
11 A. | believel got a statement.
12 Q. What's a statement?
13 A. Youdon't know what a statement is?
14 Q. I'masking you. What kind of statement?
15 A. It'sapiece of paper that says the property
16 address and loan amount, and | believe it was requested
17 from DenSco.
18 Q. Sothe other hard money lenders, Active Funding
19 and Sell Wholesale, didn't make any demands on you?
20 A. Notthat | remember. | believe -- well, |
21 believethat they wanted their loans paid off. That's
22 al | remember.
23 Q. What wasthe -- putting aside the forbearance
24 agreement, which is sort of the solution between you and
25 DenSco, what was the real-world solution that DenSco and
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1 Active Funding and Sell Wholesale agreed to and you
2 agreed to? What was the reality of how the workout
3 worked?
4 A. Of actually how it happened?
5 Q. Yeah, actualy how it happened.
6 A. Denny, DenSco, went and paid off all the other
7 loans.

8 Q. So DenSco came out of its bank accounts and

9 basically paid off all theloans? Whereit wasin

10 second position, it paid off the first; is that right?

11 A. Orif hewas-- or vice versa

12 Q. Orif hewasinfirst, he paid off the second?

13 A. Yesh

14 Q. So DenSco comesout of pocket to essentially

15 clean all of this up so that DenSco isthe only hard

16 money lender on the property, right?

17 A. Correct.

18 Q. And so Active Funding and Sell Wholesale end up
19 made whole on their loan, whether they'rein first or

20 second position?

21 A. Correct.

22 Q. Youdidn't sign aforbearance agreement or any

23 sort of arrangement with either one of these hard money
24 lendersthat were also involved, right?

25 A. Correct.
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Q. You mentioned earlier that DenSco was motivated
to resolve these double-liened properties because it
didn't want it to be known publicly that DenSco had
gotten itself into this situation, right?

A. Correct.

Q. That wasthe motivation of DenSco?

A. Yes

Q. Okay. At thetimethat these double-liened
properties were discovered, was the real estate market
in a position where property values were increasing?

A. Yes

Q. Did you argue to DenSco to take a different
course of action with respect to how to resolve these
properties?

A. Absolutely.

Q. Andwhat was that course of action that you
recommended?

A. Wait six to twelve months and this problem is
gone.

Q. Andwhy would the problem have been gonein six
to twelve months?

A. Becausein six to twelve months, in my
estimation, which turned out to be true, the prices were
rising so quickly from the bottom that both lien
positions would have been paid off. Would not even have
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1 Q. Your only resolution of how to fix the problem

2 iswith DenSco?

3 A. Yeah. It wasn't even my resolution. It was

4 DenSco's resolution.

Q. Okay. But thereisno -- you did not sort of
have to pay money yourself to these other hard money
lenders in resolution of this problem, right?

A. No.

Q. Okay. And the solution with DenSco was that
you were going to be obligated to repay the money that
DenSco had to advance to fix this problem, right?

A. Correct.

MR. JESS: Objection, form.
BY MR. ANDERSON:

Q. | mean that's essentially what the forbearance
agreement is, is your amount that you would owe DenSco,
plus an arrangement in how you're going to repay DenSco
for these loans that were done improperly, right?

A. Correct.

Q. Did you ever have, in your mind, an
attorney-client relationship with Mr. David Beauchamp?

A. No.

23 Q. Did he ever send you an engagement letter or

24 anything like that?

25 A. No.
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aneed for aforbearance agreement.

Q. Soif Denny could have held on for ayear,
there wouldn't have been this forbearance agreement loan
balance, right?

A. It'snot that if he could have held on. He
could have held on, because keep in mind, he advanced,
you know, 20-something million dollars to pay off the
other lenders. So it wasn't afinancial issue.

Theissue that he had was that he wanted to get
something in writing to protect himself from the
investors, and Beauchamp said to him that that was the
only way to protect himself, was with the forbearance
agreement, because at one point we discussed not even
doing the forbearance agreement after we met with
Beauchamp. And he said that he had a conversation with
Beauchamp, and Beauchamp highly recommended it to
protect the situation.

Q. Okay. Well, the forbearance agreement has this
balance amount, this loan balance, 35 thousand
639,880.71.

A. 35million?

Q. 35million, yeah.

How does that number get affixed? Do you know?

A. |dont.

Q. Okay.
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1 A. | didn't even read the agreement, to be honest
2 withyou. | mean | hate to say that, but | didn't read
3 it, not thisversion, and | didn't read the hundred-page
4 version.
5 Q. Butyou signed it, right?
6 A. |signedit, yes.
7 Q. Andyou obviously -- well, | mean you had a
8 lawyer?
9 A. Not -- that was very short-lived. | did not --
10 | had alawyer for avery short period of time.
11 Q. Wadll, that lawyer was working on your side of
12 theforbearance agreement, right?
13 A. He made acouple of changes, | believe, to the
14 forbearance agreement, yes.
15 (Deposition Exhibit 2 was marked for
16 identification.)
17 BY MR. ANDERSON:
18 Q. Let meshow you what's marked as Exhibit No. 2.
19 Do you recognize Exhibit No. 2?
20 MR. JESS: Can | get one of those,
21 Ryan?
22 MR. ANDERSON: I'm sorry.
23 MR. JESS: Thank you.
24 MR. ANDERSON: | know you've got that
25 document.
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1 atyou actualy gave to the receiver in the last couple
2 weeks; isthat right?
3 A. | believe so.
4 Q. How wereyou able to deliver this document to
5 your lawyer, who then eventually gave it to us? How did
6 you get your hands on it?
7 A. |foundit on my e-mails.
8 Q. Okay. Andwhere do you have your e-mails?
9 A. OnAmericaOnline.
10 Q. Okay. On your web-based e-mail program, you
11 have e-mailsthat go all the way back to 2014?
12 A. No. Therewere -- anything to do with the
13 forbearance agreement or thingsthat arereally
14 important, not even involving this situation or any
15 dituation, | save.
16 Q. Okay.
17 A. Sol hit save, and then it goesinto another
18 folder on America Online.
19 Q. Okay. And what'sthetitle of that folder?
20 A. Saved Mall.
21 Q. Okay. Anddo you still have that Saved Mail
22 folderin AOL?
23 A. Oh, yeah.
24 Q. And so how were you able to sort of locate this
25 specifice-mail?
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1 BY MR. ANDERSON:
2 Q. Do you recognize Exhibit No. 2?
3 A. |ldo.
4 Q. Andwhatisit?
5 A. Anemail.
6 Q. Whoisit ane-mail from, and how did you come
7 togetit?
8 A. From David Beauchamp to my attorney and copied
9 Denny onit, and then it was forwarded to me.
10 Q. Okay. Sothee-mail at thefirst page, it says
11 Saturday, February 8th, 2014, Jeff Goulder. Who is
12 that?
13 A. That isthe attorney that | hired.
14 Q. Okay. And thise-mail isabout the forbearance

15 agreement negotiations, right?

16 A. Yes.

17 Q. You had a meeting with DenSco in November of

18 2013 about this problem. Why are you still in February
19 2014 trying to work out the forbearance agreement?

20 A. Therewere quite afew versions of the

21
22
23
24
25

forbearance agreement prior to February, and | know that
it kept going back and forth between Denny and his
attorney, and | think it was where -- well, | don't want
to speculate.

Q. Okay. Wéll, this document that you're looking

12:25:16-12:26:13 Page 113

A. 1 just went on my saved mail and started
looking down the row, and | found it. | don't save many
things, so, you know, if it was something that was
really, really important that | feel like | need to
save, | save.
Q. Okay. And how did you deliver this document to
your attorney?
A. | believel forwarded it to him by e-mail.
Q. Okay. Thefirst paragraph of the e-mail
starting on Page 2, thisis the e-mail from
Mr. Beauchamp to your lawyer, Mr. Goulder; is that
12 right?
13 A. Yes.
14 Q. Isthisthefirst timeyou've heard or you
15 heard about securities fraud?
16 A. Wael, yeah.
17 Q. That wasthefirst timeyou heard that?
18 A. Yes.
19 Q. Okay. Thee-mail referenceson the third
20 paragraph that the workout -- it says, well, | mean, in
21 the second sentence, "We wanted the document to set
22 forth the necessary facts for Denny to satisfy his
23 securities obligations to hisinvestors, including that
24 theoriginal loans had to [be] written and [securitized]
25 by afirst lien on real property and that the workout
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1 agreed to by Denny complied with his workout

2 authorization, without having Scott have to admit facts

3 that would cause trouble to him."

4 What facts were you not wanting to admit?

5 MR. JESS: Objection, form.

6 THE WITNESS: | have no clue. The e-mail

7 wasn'ttome.

8 BY MR. ANDERSON:

9 Q. Allright. Okay. It wasto your lawyer,
though?

A. Itwasto my lawyer, yeah.

Q. Wasthere anytime during the discussions of the
forbearance agreement that you didn't want certain facts
to come out?

A. No.

Q. Okay. The next sentencereads, "I had been
informed that since, quote, Dan's litigious group had
agreed to get paid off, Scott was not concerned with
stating facts and legal conclusionsin this document.”

Do you know who Dan's litigious group is?

A. Dan'sgroupis Sell Whole -- or a part of Sell
Wholesale Funding.

23 Q. Okay. Do you know why they would be called

24 Dan'slitigious group?

25 A. | haveno clue.
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the borrower, are supposed to do. Thisis on the fourth
page, ACC000238. It says under 6(A) that you agreeto
use your good faith efforts to liquidate other assets,
expected to generate approximately 4 to 5 million in
U.S. dallars.

A. Uh-huh.

Q. Didyou do that?

A. When we looked at the market, me and Denny, and
we looked at the remaining properties that | had, they
weren't coming to 4 or $5 million; but whatever assets |
did have did give him alien position on.

Q. Okay. But --

A. That'swhy it said the best effort, because
Beauchamp wasn't sure and nobody -- they were just
pulling that number out of the air.

Q. Okay. Subsection (B), you agreed to provide
and maintain a$10 million life insurance policy?

A. Uh-huh.

Q. Did that happen?

A. ltdid.

Q. Okay. Isthat still maintained?

A. No.

Q. When did that stop?

A. Six months, eight months, nine months ago, ten
months ago.

12:27:37-12:28:45 Page 115

Q. Thefina paragraph reads, "Bottom line:

Borrower does not admit that the existing loans were to
be secured in first position, nor that the modified
loanswill bein first position." [Quoted as read.]

Do you have any idea what that means?

A. No.

Q. There's some concept that you're -- or that the
borrower will obtain atitle insurance policy on al of
these properties; do you see that?

| seeit, yes.

Did that happen?

. No.

13 Q. Okay.

14 A. Well, maybeit did. | can't remember. When

15 Denny was paying off these loans, it's possible he got

16 titleinsurance at the time.

17 Q. Didyou get title insurance on al these

18 propertiesor --

19 A. No. | mean it would have been one policy. It

20 would have been -- he may have gotten title insurance.

21 Q. Back to Exhibit No. 1, the forbearance

22 agreement. Well, you've said you haven't read it. |

23 guess| need to sort of read some thingsto you.

24 A. Yes, please.

25 Q. Under Paragraph 6 there are things that you, as
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Okay. And why did you stop?

| just didn't want to keep paying the premium.

Okay. No. (C), you agreeto provide a--

And | did talk to Denny about it.

Okay.

A. And he was okay with that.

Q. You agree at some point -- well, you also
agreed to provide a separate personal guaranty repaying
the money; is that right?

A. That'swhat it says, yeah.

Q. Okay. Do you remember signing those, all those
personal guaranties, in the big hundred-page stack?

A. | remember awhole big stack of papersthat |
signed, yes.

Q. Would it surprise you that in there there are a
bunch of personal guaranties?

A. It would not surprise me.

Q. You agreed to provide a separate corporate
guaranty from some of the new entities that were going
to be added, which are your furniture entities. Did you
do that?

A. |did.

Q. Okay. And thenon (F), it saysyou arranged
for private outside financing to be provided in the
prospective schedule, amillion dollars on March 20th,

Q.
A.
Q.
A.

Q.
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1 2014.
2 A. Correct.
3 Q. Doyou seethat?
4 A. Yeah
5 Q. Andthenamillion dollars on May 26, 2014?
6 A. Correct.
7 Q. And then another million dollars on July 15th,
8 20147
9 A. Correct.
10 Q. And then another 1.2 on September of 2014?
11 A. Correct.
12 Q. Did that happen?
13 A. No. That was Beauchamp.
14 Q. What do you mean, that was Beauchamp?
15 A. That was Beauchamp saying that we needed to
16 juice up the forbearance agreement to show that more
17 money, other than the properties that | was giving Denny
18 lien position on, was coming from me.
19 Q. Anddid -- so at thetime, when you signed
20 this, did you believe that this was never going to
21 happen?
22 A. | saidthat | would make my best effort to do

23 so, and in front of Beauchamp and DenSco | did explain

24 to him -- what they both told me, both of them told me
25 was, "Hey, thisisall really best efforts. Y ou do your

12:33:23-01:33:12
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Q. Okay. So the pre-forbearance agreement DenSco
lending practices and the post-forbearance agreement
DenSco lending practices were the same?

Q. Allright.

MR. ANDERSON: Now we can take a break
here for lunch.

THE WITNESS: Okay.

MR. ANDERSON: Well go off the record at

12:33.

(A recess was taken.)

MR. ANDERSON: Let's go back on the
record. Go back on therecord at 1:32.

BY MR. ANDERSON:

Q. Scott, you're still under oath. Y ou understand
that?

A. ldo.

Q. Just acouple of quick follow-up questions.

Y ou talked that there were two meetings that
you sat in with Mr. Beauchamp and Mr. Chittick; isthat
right?

A. Correct.
Q. Okay. | think you talked alot about the first
meeting. Wasthat first meeting at Clark Hill's

12:32:12-12:33:12

1 best, but were going into this forbearance agreement.
2 It'sprotecting everyone. End of story." That'sal |
3 redly know about this forbearance agreement.
4 Q. Okay. But these funds were not delivered on
5 these dates and times, right?
6 A. Correct.
7 Q. And thereason for that was why?
8 A. Likel said, it was best effort. My best
9 effort couldn't deliver those funds.
10 Q. Okay. Conceptualy through this, there's also
11 anarrangement that you were going to continue to do
12 business with DenSco after the forbearance agreement,
13 right?
14 A. That's correct.
15 Q. Okay.
16 A. Canwetake abreak, if that's okay?
17 Q. Give me acouple more minutes and well just
18 wrap up the forbearance agreement. | just want to sort
19 of keepitin stages.
20 Other than the representationsin the

21 forbearance agreement about how you were going to do
22 business going forward post-forbearance agreement, did

23 any of the DenSco lending practices change?
24 A. From what they were prior?
25 Q. Right.

Page 119
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offices?

A. It was on Scottsdale Road.

Q. And then what was the second meeting; where was
that?

A. The second meeting was also at Clark Hill, and
the people that attended that one was me, Denny,
Beauchamp and Jeff Goulder.

Q. And what was the substance? What was discussed
at that meeting?

A. How to -- the purpose of the meeting was --
this was pre-forbearance agreement being written up. So
once | left the first meeting, | got in touch with Jeff
Goulder, asked him to accompany mein this road.

And so he set up the meeting with Beauchamp,

and we all attended. And we pretty much just sat there,
and | remember him and Beauchamp really doing most of
the talking, and it was mainly just about how we're
going to structure the forbearance agreement, what was
going to bein there. There was some things that
Beauchamp wanted in there; Jeff didn't. | don't
remember the specifics, but | do remember -- | do
remember, again, Beauchamp leaving the room quite afew
times by himself because he was getting upset. | don't
know what was going on there, but we couldn't -- and
then that's when Jeff was like, hey -- well, | can't say
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what Jeff said, right?

MR. JESS: No, you shouldn't.

THE WITNESS: But the premise of the whole
thing was, "Isthisareal law firm, or where the hell
arewe? Becausethisisabsurd. I've never sat in with
alawyer or lawyerslikethis. | don't even know what's
going on here."

BY MR. ANDERSON:

Q. Okay. Wéll, though, would it be fair to say
that the timing of both meetings were before the
February e-mail, Exhibit 27

A. 1 would say | believe yes.

Q. Wadll, that would be assumable because, one, is

14 thee-mail has adraft at this point --

15 A. Yes.

16 Q. -- of theforbearance agreement. So, clearly,

17 thefirst meeting was before that.

18 And then --

19 A. | remember the holidays were right there, and

20 sol think it wasright, maybe, after Christmas or

21 beginning of January, possibly, when we had the second

22  mesting.

23 Q. Okay. All right. I'm going to show you what's

24 marked as Exhibit No. 3.

25 (Deposition Exhibit 3 was marked for
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1 property at 9103 East Charter Oak Drive.

2 A. Correct.

3 Q. Do you recognize that address?

4 A. ldo.

Okay.

I'm sorry. These are open loans?

Right. These are the loans that are open and
act|ve as of the day that he passes away.

Okay.

10 Q If any of these have closed post-receivership,

11 | can't speak to.

12 A. Right. Okay.

13 Q. Thisessentialy isaflash paint.

14 And so what do you know about thisloan, this
15 $400,000 loan, if anything?

16 A. Theloan cameinto Arizona Home Foreclosures.
17 It wasashort-term loan. Theloanisnot open anymore.
18 Hewas paid back for the loan, and it doesn't exist.
19 Q. Weéll, how do you know he was paid back?

20 A. | paid him back.

21 Q. Wadll, how did you pay him back?

22 A. Incash.

23 Q. Whendid you pay himin cash?

24 A. It was multiple payments between the years

25 of -- it was multiple payments between the years of '14
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1 identification.)

2 BY MR. ANDERSON:

3 Q. It'sprobably one of the few things you haven't

4 seen beforetoday. Itis-- essentidly, it'sa

5 screen -- it'sacopy of what DenSco's loan portfolio is

6 onthe day that Mr. Chittick died.

7 Thereason I'm showing it to you is, there'sa

8 coupleloans on herethat | believe relate to your

9 family members, and | sort of want to find out about

them alittle bit and then talk about some of the other.
Thefirst question is, have you ever seen this

12 loan portfolio before? Did you ever get sent like an

13 accounting or a spreadsheet like this?

14 A. No, not like this.

15 Q. Okay. If youtake alook at thefirst loan at

16 thevery top --

17 A. Yes.

18 Q. --Loan 3736 --

19 A. Yep.

20 Q. --it'saloan and the borrower is Michelle

21 Menaged.

22 A. Yes

23 Q. Andwhoisthat?

24 A. My mother.

25 Q. Andit appearstorelatestorelateto a

10
11
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1 and'15. I'm believing the first one was February or

2 March of '14.

3 Q. Andyou paid himin actual, like, cash?

4 A. Yes.

5 Q. And how did you make that payment?

6 A. | met him. We met on Scottsdale Road and

7 McDowell a a-- | can't remember what kind of storeit

8 was, but it's a single shopping center with just one

9 dtoreinit. The owner actually would remember us
because we went there so often for me to pay him, that
the owner came out and started yelling at Denny that he
didn't want him in the parking lot anymore and they had
some words together.

Q. Soyou made multiple cash payments to Denny to

10
11
12
13
14

15 pay down or pay off thisloan?

16 A. Correct.

17 Q. Andyou say you know it's closed. How do you
18 know that?

19 A. Well, it'sclosed because | -- well, when | say

20 "closed," it's paid off, is what I'm saying.

21 Q. Didyou get areceipt from Denny?

22 A. I canlook. | don't believe | have anything

23 that | haven't turned over, but I'll look through my

24 e-mails, like all that stuff.

25 Q. And you don't know when the cash payments were
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made?

A. Yeah, between '14 and '15.

Q. Widll, | mean between '14 --

A. No, it'snot that it was one payment. It was
20,000, 40,000, 30,000, 50,000, 20,000, 18,000, 16,000.
So it was multiple times.

MR. JESS: Slow down.
THE WITNESS: Sorry.
BY MR. ANDERSON:

Q. Soitwassmaller paymentsin cash, and it

11 represented $400,000?

12 A. Correct.

13 Q. Andyou didn't get areceipt for any of this

14  stuff?

15 A. No, we never did.

16 Q. Didyou haveany -- | mean, Denny kept

17 impeccable financia records. Do you know that?

18 MR. JESS: Objection, form.

19 THE WITNESS: | don't know how he -- what

20 records he's kept.

21 BY MR. ANDERSON:

22 Q. Okay. You never asked for a-- did you ask him

23 torecord arelease after he had paid it -- you paid it

24 off?

25 A. | assumethat he did record arelease.
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1 Q. You'revery confident it's been paid off, but
2 there's no evidence in the books and records of DenSco
3 thatit'sbeen paid off. So what records do you have
4 it'sbeen paid off?
5 A. | would haveto look through e-mails and see
6 what | could find.
7 | mean, alot of these things that I'm looking
8 at right now are not accurate, like --
9 Q. Wdl, let'sjust --

10 A. Waell, okay, go ahead.

11 Q. -- stay onthisone.

12 A. Okay.

13 Q. Okay. But you're confident that by -- what

14 timein'15isit paid off? January of '15?

15 A. No.

16 Q. No.

17 A. | wantto say it wasthe middle of '15.

18 Q. SoinMay of '15it's been paid off?

19 A. May, June.

20 Q. May, June.

21 A. OrJduly.

22 Q. How often did you give DenSco cash?

23 A. Onceevery -- it al depended. Once every --

24 sometimesit was once aweek, sometimes it was once a
25 month, sometimesit was once every month and a half.
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1 Q. Didyou check?

2 A. No, | didnt.

Q. Wadll, ther€'s -- no release has been recorded.

Well, why did you pay off your mom'sloan?

A. Itwasn't my mom'sloan. It wasmy loan. The
money came into Arizona Home Foreclosures and got paid
back from Arizona Home Foreclosures.

Q. Wall, then why is Michelle Menaged the
borrower?

A. Becauseit was her property that we used as
collateral.

12 Q. Why did you need to use her property for the

13 collateral?

14 A. | can't remember what was happening at the

15 time, but for some reason, and | don't remember what it

16 was, | needed that money into the company. | don't know

17 if it wasacquiring more property. | don't really

18 remember what the reason was, but it was like four or

19 fiveyearsago.

20 Q. Doesyour mom know anything about thisloan?

21 A. No.

22 Q. Does she know you took the loan?

23 A. Oiriginaly, yes.

24 Q. Youtold her that it was -- it's paid off?

25 A. Yes. It hasbeen paid off.
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And the reason he wanted to do it this way was
because he wanted to -- what he's told me was that he
was going to write off the interest because he made too
much money on the books, and he didn't want to pay tax
onit.

Q. Sohetold you he wasn't going to report the
cash payments?
8 A. Correct.
9 Q. Ther€e's another one here, it's No. 4, for Jess
10 Menaged?
11 A. Yes.
12 Q. Whoisthat?
13 A. My brother.
14 Q. Isthisloan -- it says here he still owes
15 $76,000. Do you know anything about that loan?
16 A. | doknow something about that |oan.
17 Q. What do you know?
18 A. That it wastaken also by Arizona Home
19 Foreclosures. Hewasin second lien position. Hedid
20 know he was in second lien position on that.
21 Q. Hasit been paid off?
22 A. No.
23 Q. The payoff of Michelle Menaged's |oan, did you
24 pay principal plusinterest or just principal ?
25 A. Just principal. He waived the interest.
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1 Q. Soall you paid was $400,000?

2 A. Ithink it waslike 406. | don't remember

3 where the six came from, but we had some discussion
4 about something, and the 6,000 payment took place on
5 that.

6 Q. Soyou -- with respect to Jess Menaged's loan,

7 that's one that you know has not been paid off?

8 A. That has not been paid off.

9 Q. You said there were other problems with this

10 spreadsheet, right?

11 A. Yes.

12 Q. Andwhat arethey, just looking at it?

13 A. 707 Potter, number -- two, four -- six.

14 Q. Yesh

15 A. That one the trustee took back, and the money

16 went to -- the money went to pay one of -- pay down on

17
18
19
20
21
22
23
24
25

the workout, and then Denny added or was supposed to add
this address to the workout, because we don't have
anything on this, like there's no -- there was a
trustee's deed at one time issued, and then | believe
the borrower -- | believe the homeowner filed
bankruptcy, and the trustee came back and said, no, no,
give us back the trustee's deed. And somewhere along
the way that's exactly what happened.

In fact, that's where that lawyer camein.

01:46:37-01:47:40
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13,336,807.24. Do you see that?

A. Yes

Q. That istheworkout, isn't it? That'sthe
balance of the workout, right?

A. | don't know.

Q. Okay. Well, according to the records that
we've been able to recover, it appears that the workout
arrangement was just kept in a separate byline, a
separate accounting, whereby your ins and outs that were
to go to pay for the workout are kept in a separate
ledger. Isthat -- you never asked for or were told
about how much your workout was?

A. No. | mean he could have mentioned the dollar
amount here and there, but it wasn't like | would get
weekly or monthly statements or anything like that.

(Deposition Exhibit 4 was marked for
identification.)
BY MR. ANDERSON:

Q. I'll show you Exhibit 4, just so we'reall on
the same page.

A. Okay.

Q. Thisisthat exact report | was just
discussing. It starts back in February of 2014, and
then it just of sort goes over time; ins, outs,
payments, money coming in, but interest accruing at

01:45:28-01:46:26 Page 131

1 Thereisalawyer that was involved with it, who

2 represented Bank of America. This has been going on for
3 years. Bank of Americagot involved and said, no, the
4 trustee screwed up. We should have never given you a
5 trustee'sdeed. And Bank of Americahired counsel. But
6 wedon't havetitleto that property, and, you know,

7 Denny knew that.

8 Q. Okay. If youturnto Page 2, you see --

9 A. Theresaso-- I'm sorry.

10 Q. Okay.

11 A. Incaseyou want to know, number -- two,

12 four -- five, Lobo, that's another one that | don't

13 remember what happened, but there was an issue. there
14 wasdefinitely an issue with that property. But | don't
15 haveownership of it at al, nor do | -- I'm pretty --

16 I'm amost positive that he moved this over to the

17 workout, or he was supposed to.

18 Q. Okay. Well, before we leave this document,

19 you'retaking about moving it over to the workout. The
20 last line onthisistwo at the very bottom and there

21 arenoloan numbers. It says N/A. But theré'sa-- it

22 says"5million" and then it says"1 million." Do you
23 seethat?

24 A. Uh-huh.

25 Q. The $5 million now has a balance of

01:48:00-01:49:13
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somewhere in the neighborhood of like $6,600 a day.

A. | haven't seen this. | do know what -- if you
look at that same exhibit that you gave me, 4 --

Q. Yesh.

A. --thefirst hundred thousand, | don't know why
he put "Pay Gregg'sinterest." That he loaned -- that
he loaned to me to buy my car, and then | repaid him
like aweek later. | think | waswaiting for aclosing
or something like that. But that has nothing -- |
don't -- that has nothing to do with Gregg. And "Gregg"
meaning AFG, Active --

Q. My question regarding --

A. Oh, you see, if you look at that agreement --
if you look at the workout, 707 Potter is on there.

Q. Uh-huh,itis.

A. Andsol don't know why it's on there and it's
on open.

Q. Wall, but it has 707 as a money going out.

"funds wired directly to Gear," it says. So you would
assume that would be a property with afirst and a
second, and he was wiring money out to resolve al the
issues with respect to the property and then carrying
that loan amount here on the workout. But, again --

A. | honestly can't tell you.

Q. It'sokay, Scott. | don't redlly think it's
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1 worth alot of our time, because we're just going to go
2 through these documents. | just wanted to provideit to
3 you so that you can see what's there on DenSco's

4 ledgers.

5 There's also a second $1 million loan, back to

6 Exhibit No. 3. It'sthelast line. It says"Arizona

7 Home Foreclosures $1 million." Do you have any idea
8 what that loan is?

9 A. No.

10 Q. Okay. Well, it's styled asthe Y omtov Scott

11 Menaged workout 1 million in the QuickBooks reports.
12 Andthen it has a series of properties with an amount
13 that equalsto $1,002,532.55 with a series of

14 properties.

15 A. | couldn't even begin to tell you what -- |

16 don't know.

17 Q. Okay. That'sfine.

18 A. I'msorry.

19 Q. Let'stak alittle bit about sort of your

20 relationship with DenSco and Denny.

21 A. Okay.

22 Q. lIsittruethat you sort of talked to him about
23 awiderange of issues, | mean not just business
24 dedlings? | mean wereyou friendly, in away?
25 A. After dealing with someone for ten years, yeah.

01:52:15-01:53:05 Page 136

1 story, hisstory of hiswife and how she left him and

2 hasaboyfriend and all that stuff. And | think that

3 waskind of like the first time that we actually had a

4 personal conversation.

5 Q. Okay. Wdll, did he ever tell you anything

6 about -- now, thisis post-forbearance agreement.

7 You've now discovered he has these investors. Did he

8 ever provide you with e-mails from hisinvestors about

9 money they wanted to pull out and how it was going to
mess up his financial situation?

A. Hedid.

(Deposition Exhibit 5 was marked for

identification.)

14 BY MR. ANDERSON:

15 Q. I'mgoing to show you what's been marked as

16 Exhibit 5. Do you recognize Exhibit 5?

17 A. Yes. | think | provided this.

18 Q. Right. It'san e-mail you provided to us,

19 that'sright.

20 A. Right. Okay.

21 Q. If youturnto thethird page, you seeit's

22 actualy aseries of e-mails, and it looks like are

23 forwarded to you; isthat --

24 A. That's correct.

25 Q. Thefirst eemail isonefrom, it lookslike, a

10
11
12
13

01:50:45-01:52:00 Page 135

1 | mean you start to know about people's lives.

2 Q. Would he call you and talk to you about things

3 that were unrelated to the business?

4 A. Yeah

5 Q. Ona--

6 A. Yes

7 Q. --semi-regular basis?

8 A. Yeah, hewould. Hewasjust lonely.

9 Q. Why do you say -- how do you know he was
10 lonely?
11 A. After hegot divorced, | remember him -- before
12 hegot divorced, when he was married -- which at that
13 point | didn't even know he was married or not. The
14 only way | ever met hiswife was at a company Christmas
15 party or something, and | met her.
16 And then | heard, not from him, but from a
17 gentleman named John Ray, that he was getting divorced.
18 John and him were very close, and John officed in my
19 office. Andsol still never reached out to him about
20 it, because| didn't have that kind of relationship with
21 him. But then after sometime | mentioned something to
22 him about my wife, and | don't know if | was frustrated
23 or something. | said, "These women," or something like
24  that, you know. And he said, "Oh, you don't have to
25 tell me" and then that's when | kind of heard hislife
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guy named Tom Smith to Mr. Chittick asking for $800,000
out of DenSco?

A. Correct.

Q. Then you see DenSco responding to Mr. Smith,
and then at some point the same day, afew minutes
later, Mr. Chittick e-mails you?

A. Yes

Q. Andwrites"Thisisn't going to help my
situation.”

And you write back, | think, "No definitely

11  won't help,” right?

12 A. "No definitely won't help," yes.

13 Q. Yeah. Sodo you know what situation he's

14 talking about?

15 A. Hewas having ahard time paying hisinvestors,

16 from what he'stold me, he told me.

17 Q. And he'shaving a hard time paying his

18 investors because they don't know about the forbearance

19 agreement, right?

20 A. Correct.

21 Q. And he'sgot to come out of pocket all this

22 money to sort of fix these firsts and seconds, right?

23 A. Yes

24 Q. Andsoyou are-- he's-- would it be fair to

25 say he's sort of commiserating with you about his

© 00N O WNP

A
o

Coash & Coash, Inc.

(34) Pages 134 - 137

602-258-1440 www.coashandcoash.com



Re: Yomtov Scott M enaged, Debtor
2:16:bk:04268-PS

Scott M enaged
October 20, 2016

01:54:18-01:54:59 Page 138
1 financial problem?
2 A. Not -- 1 mean | don't know if we would say
3 commiserating, but he had someone to talk to.
4 Q. Waéll, you were that person to talk to about
5 this?
6 A. I'msurel was one of those people.
7 Q. Okay. Well, do you know of anybody else that
8 hewould have talked to?
9 A. Probably hiswife, | would assume, because |
10 know they were still close. Hissister. | know that,
11 you know, he's had plenty of talks with her about the
12 gituation, from what he told me. Thisisthe sister
13 that livesin Idaho.
14 Q. Soyou, thesister. You think the sister knew
15 about the forbearance agreement and the issues before
16 that?
17 A. It'smy understanding from him that, yes, she
18 did.
19 Q. Okay. Hetold you that?
20 A. Yes, hedid.
21 Q. Hejust basically said the only peoplel --
22 what did he say?
23 A. Hetold mein July of -- when was the

24
25

forbearance agreement, February?
MR. JESS: April.
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1 for you to answer the question.
2 Q. Wsdll, no, you can --

3 A. I'msorry.
4 Q. Pleasefinish.
5 A. It'sone of the reasons why on my mom's|oan he
6 waswaiving the interest, was because he was bringing --
7 from what he told me, he was bringing cash up to Idaho
8 when hewould go up there, which was once or twice a
9 year.
10 Q. Okay.
11 A. Andhehad alot of investorsin Idaho, |
12 remember him telling me.
13 Q. Okay. Well, the email that you've provided
14 us, the one we're looking at, which | think is Exhibit,
15 what, 5?
16 A. 5, yeah.

[En
~

Q. Hewritesinthelast sentence, "thisisa
problem."” Do you seethat?

A. (Witness nodded.)

Q. Why wasit aproblem?

A. Hedidn't have that much money. He didn't have
that much money. Y ou know, the more investors that come
back and say, "Hey, shoot me half amillion dollars
tomorrow" or do this or do that, it became a problem for
him.
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THE WITNESS: April of what?
MR. JESS: April of 2014.
THE WITNESS: So then it was July of 2014.
He went out to Idaho for the 4th of July with hiskids,
and when he came back, | met with him. | don't remember
why | met with him. But in either case, | did meet with
him. And he said to me, he said to me, "Oh, it wasa
good relief."
| said, "How was your trip?"
And he said, "It was avery good relief.
It's nice to be able to, you know, just finally open up
and talk to someone."
And | said, "Oh, who was that?"
And he said, "My sister." And | could
swear he said she was an accountant. | can't swear to
that, but | think that's what he told me. And she was
helping him with the books, and that's what he told me.
BY MR. ANDERSON:
Q. Wdl --
A. Itwasn't avery long conversation.
Q. Do you have arecollection that he told her
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22 about the financial problems that were plaguing DenSco
23 atthat time?

24 A. Yes

25 It's one of the reasons why -- well, I'll wait
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Q. When he's communicating to you his problems,
his cash problems, is he also telling you that he needs
you to give more money to him to go pay down this
workout?

A. Yes

Q. Okay. Soisheregularly asking you to pay
more?

A. Constantly.

Q. Constantly?

A. Itwasaconstant thing. He wasvery, very --
he was very stressed out and scared of not being able to
pay theinvestors. Hewas ahuge -- and | had to hear
this at least 50 times, with no exaggeration, was that
his accountant was an investor. And so whatever he was
doing or whatever -- you know, when the time came at the
end of the year and he had to give him his books, he was
usually stressed a month before that, because he needed
to make it look good because he knew that if he -- if
his accountant, who was an investor, knew that there was
an issue, well, again, thisis -- this goes like
wildfireall over. And so he couldn't havethat. He
knew that that would be a major problem for him. He
definitely knew that would be a major problem.

Q. You're sort of intimating that he may have
provided inaccurate books to his own CPA, right?
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A. I'm pretty surethat that's exactly what
happened.

Q. Okay. Andyou're pretty sure because did he
tell you, "I'm essentially fixing my booksto make it
look different"?

A. Yes

Q. Okay. Did he give you any detail on how he was
changing the books?

A. Hedidtell methat he was -- al he told me
was that he dealt with QuickBooks, and his sister
dealt with QuickBooks because she was -- | could swear
he said she was an accountant or a bookkeeper.
Regardless.

But he did say to me she -- "I'm bringing --
when | go up to Idaho, | bring her -- | bring my laptop
with me, and she helps me fix this computer situation,
so when | actually do go to my accountant, | have
something to give him."
Because, you know, he'd typically go up there

in the beginning of July and he typically stayed for
approximately two weeks. And so afew months later, you
know, he would be going to his accountant's office with
everything. So, so long as he kept his books and
records exactly the way his sister showed him and told
him how to do, you know, it would go fine.
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alittle snappy with him with it, because I'm like,

"Y ou're telling me you're wasting my timeto drive out
to this property when there's no possible way it's worth
400,000."

And so he said, "All right, I've got to try
to -- maybe I'll e-mail this out to my other investors
and see who wantsiit, because | don't want to pisshim
off or anything, because his father is an investor."

Q. Turning back to the CPA, did he ever -- did
Mr. Chittick ever tell you that he was paying taxes on
money or investments that weren't real ?

A. Yes, yes.

Q. Okay.

A. It wasone of hishbiggest things that he
kept -- he would make a joke about. He would say, "I
don't think the IRS ever saw someone like me that's
paying money on loans that don't exist."

He said paying money on -- and then we kind of
talked about it for alittle bit, and | said, "Well, it
istrue. However, there are loans, because you are
collecting 18 percent interest."

And so he said, "Well, that's how I'm getting
around it." Hesaid, "l am collecting 18 percent
interest, and so, therefore, | have to pay taxeson it.”

But | do know that thislast tax year he didn't
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And right before his death, I'm going to say
approximately a month before his death, he called me and
said that one of hisinvestors' son, their son, his son,
isareal estate agent and they were selling a property
out in Scottsdale. And he asked meto go and drive the
property, look at the condition, seeif | had any
interest in buying it, and he would loan the money on it
fully, ahundred percent of the funds.

And so | did and | met with hisson. | met
with his son out at the property, and | did have
interest in buying it until | realized, you know, when |
actually got back to my office, and Denny said -- and
I'm just using round numbers. | could swear he said the
property was -- he thought the property was worth like
400,000 and | could buy it for 285.

But when | went out there and | looked at it, |
was like, oh, yeah, it's definitely good to go. When |
got home and | looked at it myself, I'm like this thing
is not worth more than 300,000, because the 400,000s
back a golf course and we back a busy street.

And so | called Denny, and he was al panicked.
Hewaslike, "Shit, | committed it to him. | told him
that you were going to buy it."

I'm like, "I understand, but | thought that you
knew how to comp a property.” | kind of got -- did get

02:02:30-02:03:49
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pay nearly as much as he normally paid, from what he
told me, just because he waslike, "I feel stupid paying
it."

Q. Okay. Soit'spossible that he has paid tax
and filed tax returns that aren't accurate?

A. Absolutely. Infact, infact, he did say to me
he was considering getting rid of his accountant and
returning the accountant's money so he can find another
accountant so he can redo histaxes. And what he told
me is he would receive back at least amillion and a
half dollars from the IRS that he's paid and, you know,
probably shouldn't have paid.

Q. So hecould get back refundsin that amount?

A. Yes. Theonly reason why he didn't do it, and
what he told me, was because he was just concerned of
why he was going to be firing the accountant, what the
accountant would actually have to say about that.

Q. Haveyou ever seen atax return for DenSco?

A. Never.

Q. Allright. Well, we talked about the DenSco
lending practices at the very beginning of our
deposition, and you made a reference that there were
certain lending practices when you were buying property
at auction and certain lending practices when he was
making offersto purchase.
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A. It was pretty much the same lending practice,
except -- | mean the process was the same, where he
would wire -- well, that's not really true.

Q. But--

A. You ask the question, and I'll answer.

Q. Sojusttoclarify then --

A. Okay.

Q. -- what do you mean when you say "offer to

purchase"? What kind of transaction are you talking
about?

A. Offer to purchaseis something that | will send
out a certified letter to a homeowner saying we've
basically comped your property or looked at the
comparables. We believe your property isworth X amount
of money. We are willing to offer X amount of money for
your property. Please contact us and, you know, we'll
move forward. We'll open escrow.

Q. So, basicaly, it'slike a solicitation to do a
short sale, potentially?

A. Yes

Q. Right?

A. Correct.

Q. Not an uncommon business model ?

A. No.

Q. Right.
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course of business. | would make offers on properties
that were listed as a short sale to an agent.
Typically, the bank never gets back to you or they come
back to you with thisridiculous number. And it just
wasn't working out well.
And so -- sorry. Did you want to say

something?

Q. No. ljust--

A. Okay. Andso | met with him again, and | said,
"Waell, thisisn't -- this processis really wasting
time. I'm not really getting anywhere here." | said,
"What if we go to --" well, actualy, he said, "What if
you go directly to the homeowners? Y ou know, back in
the day there used to be the door knockers for that kind
of stuff or for excess proceeds, which was a big deal
back in the day when there was equity in everybody's
property."

And so he kind of explained to me how the

excess proceeds thing worked and the door knockers and
al that stuff. AndI'm like, "Well, I am not going to
be knocking on someone's door that | don't know,
especialy if they'rein financial distress, because you
don't know where their mind-set isat." So | said,
"Well, | can start sending out letters. | can start
sending out this, that, whatever, to try to get these

02:04:53-02:05:55
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A. That part isn't.
Q. And so how does DenSco fit into that business
model of doing offersto purchase?
A. Meand Denny talked about it. Foreclosures
were slowing up alot down at the courthouse, and here
we are with this large workout balance. And so | told
him | was drowning. 1'm like, "Y ou know, I'm paying a
ton of money towards this workout agreement. | don't
know how I'm going to continueit.”
And so he said, "Well, what we need to do is
figure out how we're going to acquire -- how you're
going to acquire more properties. And I'm very liquid
and | have plenty of cash." | could swear at thetime
he told me he had like $15 million or something like
that in hisaccount. And he'slike, "Y ou know, you're
just going to need to get more creative."
And so | met with him at his office, home
office, and we talked about doing short sales. We
talked about possibly doing bankruptcy sales, you know,
that kind of stuff. And when we talked about the short
sales, hewasredlly intoit. He said he had alot of
borrowers that were successful at buying short sales.
And so | tried it for alittle bit. Wasn't
really working out very well. | would make offers, but
I would make offersto -- you know, like the normal

02:07:18-02:08:16
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things closed."

And so | did do that. And thefirst deal that
we did -- | did that way, there was an issue, because
the issue was that the offer to purchase saysthat I'm
making a cash offer on their property. Well, once you
get to title or escrow, the bank -- well, before you get
to title and escrow, the bank wants to see proof of
funds.

Well, | didn't have proof of fundsin the
account for that, and they don't want to hear that it's
ahard money lender. They could careless. Ifit'sa
lender, then it's financed; and if it's cash, it's cash.

So Denny said, "Well, | can just start wiring
you the money for these thingsif this business model
actually works. You just need to continue to pay me the
18 percent on it. But let's think about it. Y ou know,
if youwind up doing --" he did all thismath. Likeif
you did 18 a month and, you know, $20,000 each and this,
and then you would only pay me X amount of interest."

And, you know, ultimately it came up where
there was going to be a profit of like five, $600,000 a
month, and which, you know, | agreed to pay him | want
to say it waslike half of that. | think that's what we
agreed on, 50 percent of whatever the profit wasto go
towards the workout, and plus he would get his
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1 18 percentinterest. And --
2 Q. Okay.
3 A. Uh-huh.
4 Q. What time? Where are we now when we've moved
5 away from foreclosures at auctions and into this offer
6 topurchase?
7 A. Itwasprobably -- whenever | signed the
8 forbearance agreement, it would have --
9 Q. That wasin 2014.
A. No, well, it wasn't that time then. Hold on.
Let mejust think.
Y eah, I'm going to say it was sometime in --
I'm estimating right now, but I'm going to say it was
sometime in the beginning of 2015.
15 Q. Okay. Sothese-- we aren't going to see these
16 in 2014; were going to see them in 20157
17 A. | believethat to be correct, becausein 2014 |
18 wasdtill a the auctions.
19 Q. Okay. And areyou doing auctions at the same
20 timeyou're doing these, or you just stopped the
21 auctions completely?
22 A. | wasdtill down at the auctions. | still had
23 peopledown there. But | mean maybe we would buy two a
24 month, maybe. It really owed down considerably.
25 Q. So how -- wetalked about how you would

10
11
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1 principa plus 18 percent for the 30 days or 1.5 percent

2 amonth.

3 Q. Soyoujust sent back the money with interest?

4 A. Correct.

5 Q. Andhow many homeowners agreed to do these?

6 A. Herestheissue: It was about three months of

7 doing this, between three and four months of doing it,

8 where every day you're getting 500, $700,000 into your

9 bank account and every day it starts turning out that
you're sending him back five or $700,000, or whatever
the numbers happened to be, to pay off the older 30-day
loans.

And so there was one conversation that we had
and he said to me, he said to me, "Yeah, | have --" |
don't know what it -- | don't remember the exact number,
but | want to say it was like 12 million or 8 million or
something like that out in this thing that we're doing
with this offer to purchase.
And then when | looked at my papers, I'm like,

well, hold on here. How isthat possible? Because I'm
negative now at this point almost a million dollars
because of the interest that was going back and forth,
back and forth. But | wasn't feelingit. You're not
going to feel it. Nobody -- nobody's going to fedl it.
Common sense would say that there's going to be an
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communicate to DenSco when you were going to make a
purchase at an auction. That's pretty obvious. You've
made abid. You're now going to get the money and all
therest. We talked about that procedure.

A. Yes

Q. What isthe procedure for an offer to purchase?

A. Hemadeit the same procedure. So the same
procedure meaning | would send him an e-mail with the
property address and adollar amount of how much | was
willing to offer and the recording number showing that,
you know, at one point recently the property wasin
foreclosure, so we know that this person is having some
kind of financial problem. | would send him that
e-mail, and then it was the same process. He would send
me the docs. He would send me the docs and the money.

Q. And you would then offer to the homeowner to
buy the property?

A. For the same amount of what | told Denny that |
was going to be doing.

Q. Okay. And if you got no response from your
certified letter, what did you do?

A. Wewaited. Denny wanted to wait up to 30 days.

He wanted to get at least 30 days of interest on the
money, and then if there was no response and there was
nothing going on, then | needed to pay him back his
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1 issue, but nobody would feel it because here'samillion
2 in, million out, million in, million out.
3 Q. My question is how many of these actually went
4 dl the way through where you became the titled owner
5 because you completed a short sale?
6 A. Justacouple.
7 Q. | meanacouple, three, four?
8 A. Maybe.
9 Q. Andhow many e-mails since 2015, how many
10 propertiesdid you try thison? Hundreds?
11 A. Maybe thousands.
12 Q. Thousands?
13 A. Maybe.
14 Q. And you redize now, sitting here today, | mean
15 youjust say it out loud, that you're going to bein the
16 losing end of that transaction, right?
17 A. | knew that after afew months, correct.
18 Q. And did you keep doing it?
19 A. Therewasareason.
20 Q. What was the reason to keep doing it?
21 A. Thereason was, was because Denny was
22 putting -- Denny was putting alot of pressure on me
23 because of the forbearance agreement, and he didn't
24 redlly care about anything other than that forbearance
25 agreement and getting his 18 percent interest. And so
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when | realized that we were upside down at that point
by a couple million dollars, | didn't want to go to him
and say, "Hey, Denny, guess what, we're now -- you know,
add to the forbearance agreement now a couple million
dollars."
And so what | did is, the money that he would

send me and then | would send him back, some money |
would send him towards the forbearance agreement to get
that lowered. He was happy and calm, even though really
it was the same money. But he would stop -- | couldn't
livethisway. Hejust -- he would stop constantly
calling me and talking about it. | couldn't -- |
can't -- | couldn't talk about it anymore.

Q. Sothemoney that you were obtaining from
DenSco under the pretense of using it to do offersto
purchase property in a short sale, some of it you were
using to send back to DenSco to lower your forbearance
agreement balance?

A. Correct.

Q. Okay.

A. Whichis-- which we did have alunch at some
point in 2015, and he asked me, like very specifically,
he said, "Okay, tell me the truth. How much money are
you actually making in this thing and how much money are
you just funneling back?"
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| get this balance done and over with and get this mess
behind me.

Q. When you mean the balance, you mean the
forbearance balance?

A. Theforbearance balance.

Q. Theonethat's clicking up at $6,000 a day
interest?

A. Correct.

And the thought process was, well, I'm going to
throw some money into the furniture companies. 1I'm
going to build that up so more profits would come from
it, and then | would turn around and pay it to Denny.

Q. But DenSco didn't know that, right?

A. No.

Q. Youdidn't tell DenSco that you were going to
use the money from the offers of purchase to fund your
other unrelated businesses?

A. No. Theonly thing that he knew that | was
using the money on was Auto King. He was with me on
Auto King from day one.

Q. Hewaswith you, meaning he financed it?

A. Hewent down to the auction with me. He did
lend me, | think it was like 400 or $600,000 at the
time, knowing, you know, that | was going to be
purchasing vehicles and stuff. And so hedid all this
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And | said, "Do you really want to know the
answer to that?"
And he said, "No. Just get the damn
forbearance agreement done, because | need to be done
with it."
And | said, "Okay."
He said, "Before it comes out."
Q. Okay. Soyou're saying -- when was that lunch?
A. That wasat -- | want to say it wasright
before Christmas of 2015.
Q. Soyou're saying, essentialy, that at
Christmas of 2015, after you've just been doing this for
the year of 2015, that it's aknown -- it's known
between the two of you that thisis an unsustainable
business model?
A. It'snot agood business model, yes.
Q. Okay. Andsoyou are --
A. But | had different thoughts on it.
Q. Okay.
A. | had -- | definitely had different thoughts on
it.
Q. Wadll, what were your thoughts?
A. My thoughts were, which is exactly pretty much
what | did, my thoughts were, okay, | don't really care
what we're doing here. | guess | more care about how do
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research on collision centers and mechanic shops, and he
determined that that was, you know, the best way to do
it.
So, you know, he came down to the dealership
quite often and, you know, would say, "Okay, well, this
iswhere the --" because ultimately, you know, his goal
and, well, my goal too, was, okay, any profits that's
going to come from Auto King will also go back to
DenSco.
Q. But that business wasn't profitable either, was
it?
A. Nothing worked here. | tried everything. |
got to the point of even going to play blackjack to make
thiswork. It doesn't work. The numbers are too high.
It'ssix or $7,000 aday. There's no possible way that
this works.
Q. The offer to purchase business model, | guess
well call it, ends up in new documents being used by
DenSco; isthat right?
A. That'scorrect.
(Deposition Exhibit 6 was marked for
identification.)
BY MR. ANDERSON:
Q. I'mshowing you what's been marked as
Exhibit 6, another document you gave to us, actually.
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A. Yes
Q. What isthis?
A. Okay. Sothere are three sets of documents

here. Y ou have the mortgage, which we will call it a
mortgage. On Page 2 we have the note, the promissory
note. And then Page 3 through the end is the deed of
trust that typically would be recorded.

And from the beginning of the relationship or
from my belief from every lender -- | mean from every
borrower, he always had these three sets of documents.
And so the first thing that he would record is the
mortgage, which would cloud title prior to getting a
deed. And then once the deed came in, he would go ahead
and record the deed of trust. The note never gets
recorded.

Q. Okay. And thisdocument is different than his

other mortgages, right?

A. That's correct.
Q. Becauseit doesreferencein thereit'san

offer to purchase; is that right?

A. Yes. It changed approximately ayear ago

because of the problems that he was having.

Q. And the problems he was having was that some of

his earlier recordings were being recorded against
properties where the offer to purchase was never
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A. No. What Denny told me -- | only know what

with Beauchamp. But what Denny told meisthat he had

Q. Okay. So despitetheissuesthat werein the

A. No.
Q. Okay.

Q. | show you what's been marked as Exhibit 7.

you to dcmoney @yahoo.com and veronicacastro@live.com.
A. Veronica Castro worksin my office. She'sa
Q. And dcmoney is Denny Chittick, correct?

24 A. That'scorrect.
25 Q. Andthisisan e-mail of April 30th, 2014,

Page 160
DenSco's lending practices?
Denny told me, because | didn't have any more meetings
lunch with Beauchamp just at the end of 2015, and at
that time he did explain to Beauchamp about the offers
to purchase and al that stuff and how we're doing
things now, and Denny was surprised and he said to me,
"Hey, he basically gave the blessing to everything."
first round, there were no changes?

(Deposition Exhibit 7 was marked for
identification.)

BY MR. ANDERSON:
Page 1 of Exhibit 7 isan e-mail at the very bottom from

Who are those people?

notary.

1

ol

6

7

8

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

02:18:48-02:19:44

Page 159

accepted, right?

2 A. Correct.
3 Q. And sothey were clouding title?
4 A. Correct.

Q. And Denny was basically getting called by title
companies saying why are you clouding title on a
property that nobody owns?

A. Exactly. And then Denny would explain, "Well,

it was an offer to purchase." And then many title
companies would tell him, "Waell, thisis not the way to
do it because it's kind of screwing up our escrow. You
need to release it."

And so he willingly and very quickly released
them. And then, you know, we did have a conversation
about how he told me, "'Y ou know what, to solve this
issue, I'm going to change my documents to reflect what
we're doing."

Q. Okay. Wevetaked about this sort of business
practices of DenSco, and you said before the break that
the business practices of DenSco pre-forbearance
agreement and post forbearance agreement did not change?

A. Correct.

Q. Now, did Mr. Beauchamp direct DenSco to do
anything differently after it was uncovered how you had
been able to get two loans on a property because of

02:21:25-02:22:24
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25 A. Okay.

A. Correct.
Q. Okay, sothisisjust after the forbearance

A. Itlookslike I'm communicating the property

Q. Okay. And then the e-mail at the top back to

A. And that would have been his documents.
Q. Okay. That's his documents, because you can

A. Correct.

Q. Turnto the second page.

A. Yes
Q. Okay. The next pageisabank statement from

Page 161

correct?

agreement has been entered into it.
What are you communicating in this e-mail?

address and how much | paid for it.

you, from Denny Chittick to you the same day, later that
night, says"Attached" and has the address of 11627 West
Holly. Do you see that?

see the attachments are "DOT Easy Investments; Note Easy
Investment; RM Easy Investments,” right?

Thisis adocument you've probably never seen.
Thisisan internal accounting QuickBooks for DenSco
that Denny made, and it shows that on this day, May 1,
that $386,500 are wired to you. Do you see that?

DenSco where it shows the money leaving our account.
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02:22:36-02:23:30 Page 162

1 Q. Okay. Thesameday, 5-1.
2 The next document is a notice of trustee's sale
3 evidencing that this property's going to be sold at
4 auctionon 3-18-14.
5 A. Okay.
6 Q. The next document in the stack is the mortgage,
7 the mortgage that you've signed.
8 A. Uh-huh.
9 Q. Who'sthe onewho isnotarizing it here?
10 A. VeronicaCastro.
11 Q. Isshenotarizing most, if not all, of your
12 mortgages, deeds of trust and notes?
13 A. Yeah, and aswell as other borrowers of
14 Denny's.
15 Q. Okay. So thisnote and mortgageiswhat is
16 used and recorded by DenSco to cloud title, right?
17 A. Correct.
18 Q. And soisthisyour signature here?
19 A. Yes.
20 Q. The next pageisanother document which says
21 "Mortgage" and has a number onit. Have you ever seen
22 thisbefore?
23 A. No, | never seen this before.
24 Q. Okay. The page after that is a Note Secured By
25 Deed of Trust. Do you seethat?

02:24:22-02:25:07 Page 164

1 Q. Okay. And then what's the next document?
2 A. Areceipt from the trustee.
3 Q. Okay. And how did you -- who took this
4 picture?
5 A. | believe Veronica
6 Q. Okay. Andwhat's this document that we've got
7 apicture of?
8 A. Showing that it was paid for.
9 Q. Showing the property that is on Holly, West
10 Hoally, was purchased by Arizona Home Foreclosures; is
11 that right?
12 A. Yes.
13 Q. Okay. Who isthe signature here as your agent?
14 WhoisthisLou --
15 A. LouAmoroso? He was abidder of mine.
16 Q. Okay. So he's somebody who works for you?
17 A. Usedto.
18 Q. Okay. And you're providing this copy of this
19 check and this picture and this receipt to Mr. Chittick;
20 isthat right?
21 A. ltwasprovided to him, yes.

22 Q. Itwase-mailedtohim?
23 A. | believethat's how Veronicasent them,
24 emails.

25 Q. Why are you sending him acopy of the check and

02:23:36-02:24:15 Page 163

1 A.
2 Q.
3 A
4 Q.
5 A. Yes

6 Q. AndthenextisaDeed of Trust and Assignment

7 of Rents, also on the second page signed by you as well?
8 A. Yes

9 Q. Okay. Thenext pageisapicture. Doyou see

10 that?

11 A. Yes.

12 Q. What isthat a picture of ?

13 A. A check that | -- that he wired to me, so a

14 check that | made.

15 Q. Okay, sothisisapicture -- who istaking

16 thispicture?

17 A. Me.

18 Q. Okay, sothisisyou taking apicture of a

19 check?

20 A. Yeah, and e-mailing it to him.

21 Q. A check out of your Arizona Home Foreclosures

22 account, right?

23 A. Correct.

24 Q. For the amount of 118,610, right?

25 A. Correct.

Yes.

Dated May 1st, '14?
| do.

Did you sign this?

02:25:33-02:26:23 Page 165

the receipt?

A. | was sending him copies of the checks -- | was
sending him copies of the checks because I'm pretty sure
he requested it.

Q. Okay. Soherequested --

A. Oh, that'swhat Beauchamp told him. That's
right. Beauchamp told him that if you were going to
continue to wire the borrower, to get a copy of the
check, or something like that.

Q. Okay. Thelast pageisa cancellation of the

11 trustee'ssae--

12 A. Okay.

13 Q. --onJanuary of 2016.

14 A. Okay.

15 Q. | checked thetitle on this property. You've

16 never owned it.

17 A. Okay.

18 Q. Sohow do you explain that you have areceipt

19 from thetrustee, purportedly buying it at auction, when

20 you never bought it?

21 A. There are sometimesthat trustee's sales don't

22 gothrough. I'mgoing to say probably 25 percent of the

23 timethat they don't go through, where you can actually

24 pay for aproperty and then get the funds back from the

25 trustee, for anumber of reasons.
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02:26:40-02:27:25

Q. Andwhat are those reasons?

A. Could be ahomeowner filed BK right before the
sale, and so that would continue the sale. 1t could be
that -- it could be that it was a bad sale, meaning the
loan was paid off and the trustee never knew about it.
It could be that the trustee had direction from the bank
to go to sale and then the bank turns around and says,
"Oh, no, we screwed up. This shouldn't have went to
sale" There'salot of different reasons.

10 Q. Sothat happened 25 percent of the time?

11 A. It'svery common.

12 Q. Okay. How often did it happen to you?

13 A. | can't guess how many instances it happened to

14 me.

15 Q. Okay. Well, on this property, isthat what

©O© 0N O A~ WDNPRP

17 you?

18 A. | couldn't tell you unless| looked. | would

19 havetolook back and figureit out.

20 Q. Wadll, | mean, | certainly can subpoenathe

21 folks at the trustee company to see what happened.
22 A. Perfect.

23 Q. [ will tell you that the document attached to

24 it showsthat the trustee's sale was canceled, that it
25 never actually happened.

Page 166

16 must have happened, based on the documentsin front of

02:28:29-02:29:28
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Page 168

A. It getsreturned.

Q. Okay. Soyou would have evidence of these
funds going back to you from this trustee, right?

A. Or your original check isreturned, whichis
more --

Q. Wall, you've given this check, per this
receipt, to thistrustee?

A. Butif they return the fundsto you, they hand
you back your check. They don't cut you acheck. You
get back your original check.

Q. Okay. Soif welook at this sale, we're either
going to see a -- that you got this specific check
handed back to you at some point?

A. Yes, and redeposited into the account.

Q. Okay. Or they'veissued you anew check?

A. Correct, and then that money would have went
back to DenSco.

Q. Okay. Butlooking at thistoday, you don't
have any --

A. No.

Q. But looking at the document pattern, you think
it was a canceled sale?

A. Yes

(Deposition Exhibit 8 was marked for
identification.)

02:27:34-02:28:16

1 A. Okay.

2 Q. Sodoesthat give you any indication of what

3 could have happened?

4 A. No, because it would be canceled anyway.

5 Q. What do you mean, it would cancel anyway?

6 A. Wadl,if it wasabad sale, then it would

7 cancel regardless.

8 Q. Okay. Well, the cancellation, if you look at

9 it, it'sdated amost two years later.
10 A. Two yearslater?
11 Q. Uh-huh.
12 A. Oh, well, that would make sense.
13 Q. That would or would not?
14 A. That would make sense.
15 Q. Okay. And why?
16 A. Becauseif asdeisbad, if there'sabad
17 sale, then what would happen is they would postpone
18 thesde Sothey could postponeit 30 days, 60 days,
19 90 days, and they typically keep postponing it until
20 something gets resolved with it. There are some --
21 likeif youlook up in County records, there are
22 some foreclosures that have been postponed for eight
23 years.
24 Q. Sure. But what happensto the money that
25 you'vegiven to the trustee?

Page 167
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BY MR. ANDERSON:

Q. I'll show you what's been marked as Exhibit
No. 8.

Why don't we take all this out of the way,
because she's got to collect this.

A. Thischair, I'm stuck over here.

MR. JESS: Do you want a different chair,
Scott?

THE WITNESS: No, let mejust put myself
here, because I'm stuck like this, like I'm sleeping all
thetime.

BY MR. ANDERSON:

Q. Did the Veronica Castro person work for you?

A. Yes

Q. Okay. I'm showing you documents again that
look very similar to the one you sent before. Y ou sent
an e-mail to Mr. Chittick on May 6th of 2014. It'son
the first page of Exhibit No. 8.

A. Okay.

Q. Areyou communicating the interest to buy this
property on that day, or that you've already bid on this
property; is that right?

A. | believe so, unless we were doing offersto
purchase at that time.

Q. Okay. And then you get documents back, right?
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02:30:29-02:31:14 Page 170
1 A. Correct.
2 Q. Wadll, you know you're not doing offersto
3 purchaseif the mortgage is not -- aren't changed,
4 right?
5 A. No, that's not correct.
6 Q. Okay. So hewasdoing the different mortgages
7 for awhile?
8 A. Oh, yeah. That'swhy the whole thing started,
9 because the title companies would contact him.
10 Q. Okay. You seethere'sanotice of trustee's
11 sale, the next page?
12 A. Yeah
13 Q. All right. You see on the same day of your
14 email -- well, sorry, the next day, 5-7, he wiresto
15 you $1,008,700, which includes $278,300 for this
16 property?
17 A. Right.
18 Q. That amount, 1,008,700, comes out of the bank
19 account on that day, the next page, and then you sign
20 the mortgage?
21 A. Yeah
22 Q. Andyou sign the deed of trust and the note,
23 right?
24 A. Right.

25 Q. Isthat right?

02:32:24-02:32:58 Page 172

1 Q. Sosomehow the receipt makesits way to DenSco.
2 How did that happen?
3 A. Wadl, I guessyou would have to look at how you
4 receivedit. | mean --
5 Q. Wadll, I'masking you, because --
6 A. Wdl, | didn't sendit.
7 Q. Okay. Andyou also testified you've never seen
8 it before?
9 A. Correct.
10 Q. Okay. Sothisisthefirst timeyou're seeing
11 thesereceipts?
12 A. Yes.
13 Q. Okay. You didn't know they existed?
14 A. |didn't see-- | haven't seenit.
15 Q. Well, did you know that DenSco was sent
16 pictures and copies of receipts from these purchases?
17 Didyou know that?

18 A. | knew that | was sending the checks, the
19 copies of the checks.

20 Q. | didn't ask that question. | asked did you
21 know about the receipts?

22 A. No.

23 Q. Youdidn't know the receipts were being sent?
24 A. No.

25 Q. Youdidn't know that DenSco had copies of

02:31:21-02:32:11 Page 171

1 A Yes
2 Q. And thenyou send to Mr. Chittick again a
3 picture of acheck?
4 A. Yeah
5 Q. For the amount 268,3007?
6 A. Correct.
7 Q. Andthenyou aso send him apicture of a
8 receipt; isthat right?
9 A. Veronicamust have sent it to him.
10 Q. Okay.
11 A. | never saw the receipts.
12 Q. You never saw the receipts?
13 A. No.
14 Q. How would Veronicasend it to him?
15 A. Shewould get it from the bidder.
16 Q. Okay. And hewould take a picture of it for
17 her and send it to her?
18 A. Hewould take apicture, send it to her.
19 Q. SoLouAmoroso took this picture and then sent
20 that pictureto Veronica?
21 A. | think you're asking me to assume something,
22 and I'm not really positive. | can check with VVeronica.
23 I'mnot really positive.
24 Q. You said you didn't see the receipts?
25 A. Correct.

02:33:05-02:34:12 Page 173
1 receipts?
2 A. No.
3 Q. Okay. You'resure?
4 A. Yes.
5 | remember in the beginning of -- after the
6 forbearance agreement and | remember him asking for the
7 checks-- | remember him asking for the checks. Did |
8 send him -- | don't recall sending him receipts. |
9 don't believe that | sent him receipts.

10
11
12
13
14
15
16
17
18
19

Q. Okay.

A. Maybe -- | mean, you are talking two and a half
years ago. So have |l sent him some receipts? Maybe. |
really don't remember.

Q. Okay. Again, thistrustee's saleis actualy
canceled, the last page of the document. It's canceled
in June of -- June 7th of 2014, about a month after you
purportedly buy the property at auction.

A. Okay.

Q. What's your explanation for thisone? You

20 think it's another canceled sale?
21 A. It could be, or it could have been -- it could
22 have been one of the offersto purchase. It could

have -- | have no idea.
Q. Wall, how could it be an offer to purchase?
Because you've got areceipt from atrustee.

23
24
25
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02:34:20-02:35:09 Page 174

1 A.
2 Q.
3 A
4 Q.
5 A. Yes
6 Q. Soif you never ever get atrustee's deed
7 showing that you had title to this property --
8 A. Uh-huh.
9 Q. --it must be one of those, what, canceled

10 salesyou were talking about, or someone must have filed

11 bankruptcy?

12 A. | would assume so.

13 Q. Okay. Because you have no reason to doubt the

14 vadlidity of that receipt, right?

15 A. No. It'sareceipt.

16 Q. Right. Soit'slegit; it'snot forged, right?

17 A. Itlookslikeareceipt. | mean| --

18 Q. Wadll, but there's no reason to believe it's not

19 red, right?

20 A. There'sno reason for meto believeit's not

21 red, no.

22 (Deposition Exhibit 9 was marked for

23 identification.)

24 BY MR. ANDERSON:

25 Q. Show you what's been marked Exhibit No. 9.

Oh, right. That'strue.

So it can't be an offer to purchase.

No, it can't be an offer to purchase.
You're buying this at an auction, right?

02:36:37-02:37:39 Page 176

1 an accounting report showing that on that day of

2 May 6th, 1.5 million and change was e-mailed -- is
3 wiretransferred to you. There'sactually awireright
4 thereinthe bank statements from FirstBank on the 5th
5 of May in that exact amount.

6 A. Okay.

7 Q. Thereisamortgage that is on the next page.

8 Thisisactually amortgage whereit talks about a

9 purpose of making an offer mortgage. Thisisone of
10 those mortgages that you referenced was used --

11 A. Theonefor the purchase.

12 Q. --fortheshort sales. But it sayshereon

13 thismortgage -- and you can look at it. It'son

14 page seven.

15 A. Okay.

16 Q. If you read the language of the mortgage, it

17 saysthat DenSco Investment Corporation is lending
18 $271,700 for the purpose of making an offer for, and
19 there'sabunch of blanks, and it says " See Exhibit A,"
20 whichisthe property that is purportedly being sold at
21 atrustee'ssaleon April 20th. Do you see that?

22 A. ldo.

23 Q. And that document -- this mortgage is recorded
24 by DenSco after you sign it.

25 A. Okay.

02:35:36-02:36:18 Page 175

1 Pagel, again, isan e-mail from May 5th of 2015 from
2 youto Veronica Gutierrez, who -- is that the same as
3 Veronica Castro?
4 A. Yes
5 Q. Andto Denny Chittick?
6 A. Uh-huh.
7 Q. Andyou're asking -- well, you're providing
8 addresses of a series of properties, and thistime
9 you're giving recording numbers. Do you see that?
10 A. Yes.
11 Q. What do those recording numbers relate to?
12 A. Those are recorded -- those are related to the
13 offersto -- those are related -- well, it could be
14 related to anything. It could be related to either the
15 notice of trustee's sale or it could have been related
16 to the offersto purchase.
17 Q. Okay, well, it isrelated to the notice of
18 trustee'ssale. Infact, identicaly, it'sthe
19 recording number of the notice of trustee's sale --
20 A. Okay.
21 Q. --that'srecorded against this property on
22 January 9th, 2015.
23 A. Okay.
24 Q. And the sale wasto occur on 4-20-2015.
25 Take alook at the document from DenSco. It's

02:37:50-02:38:30 Page 177

1 Q. Itlookslikeyou also sign on the same day as

2 the note and deed of trust?

3 A. Yeah.

4 Q. Youaso provideto DenSco a copy of the check?
5 A. Okay.

6 Q. Isthisyou taking apicture again?

7 A. Yes

8 Q. Okay. Andit'sgot the name, pay to, Quality

9 Loan Servicing?

10 A. Okay.

11 Q. Andit says, "Order Of: DenSco Payment," where
12 theaddressis 7263 East Manzanita?

13 A. Uh-huh.

14 Q. Andtheamount is261,713?

15 A. Okay.

16 Q. Thenext pageis apicture of areceipt for

17 that exact amount, 261,713?

18 A. Okay.

19 Q. Signed by your agent, Lou Amoroso. Do you see
20 that?

21 A. Yes.

22 Q. Sothiswould indicate that you bought this

23 property at auction, right?

24 A. Wdll, yeah, the receipt would.

25 Q. Okay.
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02:38:39-02:39:45

Page 178

But --

The trustee's sale was canceled --

. Wedll, thething is--

-- before you're even --

Hold on. Let mefinish.

The trustee's sale was canceled before you even
e-mailed Mr. Chittick for the loan. It was canceled on
March 12th of 2015. So two months later iswhen you're
purporting to be purchasing at auction.

A. See, that'swhat I'mthinking. Thisisan
offer to purchase, and | don't know how there'sa
receipt for it.

Q. Widll, I don't know how thereis either, so
that's why I'm asking you.

A. | couldn't answer you that question. | know
how we got the checks.

Q. Do you have any reason to believe that this
receipt isforged, is made up, in order to convince
Denny that you're actually buying this property at
auction?

A. | would have no reason to believe that.

Q. Okay. Whose signature isthis on the receipt?
Do you recognize it?

A. Onthe bottom?

Q. Yesh.

02:40:47-02:41:53
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offer of purchase to atrustee?

A. No. What Denny wanted was copies of -- what
Denny wanted was copies of checks on the transactions,
so hehad it for hisfile. And so that'swhat |
provided him.

Q. So how do you explain the receipt?

A. | can't.

Q. Sowhen we go to Priority Posting and
Publishing, this entity that apparently was serving as
the trustee, are they going to have their copy of this
receipt?

A. 1 don't know what they will have.

Q. Areyou sure you don't know what they're going
to have?

A. 1do not know what they're going to have.

(Deposition Exhibit 10 was marked for
identification.)
BY MR. ANDERSON:

Q. I'mgoing to show you what's marked as Exhibit
No. 10. Thefirst page of Exhibit 10 is another e-mail,
this one from June of 2015, and this has a series of
propertieson it. Do you see that?

A. |do.
Q. It also hasrecording numbers, "REC" after it,
or beforeit. Do you seethat?

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

02:39:53-02:40:35

Page 179

A. It said Lou Amoroso.

Q. Isthat hissignature?

A. 1don' realy know what his signature looks
like.

Q. Okay. Do you know what the signature is right
next to him?

A. No, | havenoidea

Q. Okay. Soyou don't have an explanation for
this one, do you?

A. |don't.

Q. Soitcertainly looks like, from the documents
that were provided to DenSco, that you are funding a
purchase of aproperty that you purchased at a
foreclosure sale, right?

MR. JESS: Objection, form.

THE WITNESS: Well, other than the notice
saying that it's an offer to purchase for these
documents, then yes.

BY MR. ANDERSON:

Q. Whichif you're going to make an offer to
purchase, you've told us before it's going to be an
offer to purchase to a homeowner; it's not going to be
with a check and a copy of areceipt from atrustee?

A. No, that's not correct.

Q. Oh, okay. So now there'saway to make an

02:42:04-02:42:45
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Page 181

I know, Scott, you want to skip ahead to the
other pages, but let's go threw it methodically, okay?

A. Yeah, I'mlooking.

Q. Okay. Soyou made an e-mail to DenSco asking
for aloan of $272,800 on a property at 18911 East
Canary; isthat right?

A. Correct.

Q. And you reference arecording number; is that
right?

A. Yeah. At thispoint these are offersto
purchase.

Q. Okay. But you reference arecording number; is
that right?

A. Yes

Q. With adate of 3-26?

A. Correct.

Q. The next page is showing the money that was
allotted for the various |oan requests on that day,
6-26, and the total amount is 1,593,000. Do you see
that?

A. Correct.

Q. And then we see on the next page a copy of
DenSco's bank statement showing that he's
wire-transferred out to you $1,593,000. Do you see
that?
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02:42:53-02:43:32 Page 182

Correct.

And you got those funds, right?

3 A. Well, yeah.

4 Q. Okay. Thenext pageisthe notice of trustee's

sale, which is actually the exact notice of trustee's
6 salewith the recording number that you've referenced in
7 your email to Mr. Chittick.
8 A. Okay.
9 Q. Thenext pageisactually a cancellation of

10 that trustee'ssde.

11 A. Okay.

12 Q. That cancellation was word recorded on

13 April 2nd, 2015.

14 A. Okay.

15 Q. But you are e-mailing DenSco months later, in

16 June, purporting that you had purchased this property at

17 anauction. Isn't that what your e-mail referenced?

18 A. No.

19 Q. Okay. Well, you sign al the documents. You

20 sign the mortgage and the deed of trust; isthat right?

21 A. Yes.

22 Q. You take apicture of acheck --

23 A. Yeah

24 Q. --thesecond to last page?

25 A. Yeah

1 A.
2 Q.

ol

02:44:37-02:45:33 Page 184

a$10,000 check from U.S. Bank. Was that your check
that you gave him on that day?

A. Yes

Q. Okay. And then the second check isthe one
from Chase, and then it identifies here that if you have
any questions, go to www.auction.com. Do you know what
that is?

A. A trustee.

Q. Okay. Soyou're providing thisreceipt to
DenSco because you have purchased this property at
auction, right?

A. 1did not provide this receipt, iswhat | told
you.

Q. Okay, well, who provided this receipt to

15 DenSco? How did DenSco get it?

16 A. | havenoidea.

17 Q. Okay. You don't know any -- you have no idea

18 how DenSco got areceipt? Right, you have no idea?

19 A. | did not send him thisreceipt.

20 Q. Okay. Do you have any ideahow Mr. Luigi

21 Amoroso's driver's license number and date of birth gets

22 onthisreceipt?

23 A. No.

24 Q. Okay. Do you believe that's his signature, or

25 doyou know?
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1 Q. You send that to DenSco, right?
2 A. Yes
3 Q. And thecheck isapayment order to David W.
4 Cowles, trustee. Do you see that on the check?
5 A. |do.
6 Q. Okay. Soyou areindicating that this check is
7 going to be made payable to the trustee; is that right?
8 A. Yes
9 Q. Despitethefact that the sale has been
10 canceled, isn't going to happen?
11 A. Correct.
12 Q. And the next pageisareceipt. Thisreceipt
13 indicatesthat you have delivered to that trustee this
14 check?
15 A. Correct.
16 Q. And you purchased the property. It says"Paid
17 infull." Do you seethat?
18 A. Yes, the same asthe other few transactions.
19 Q. Okay. Well, there's some dight differences, |
20 think.
21 A. Okay.
22 Q. But, for example, the receipt that you have on
23 thisdocument --
24 A. Uh-huh.
25 Q. -- it for somereason has an identification of
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A. Noidea

Q. Sowhen wego to David over at Tiffany & Bosco
and ask him about this trustee's sale, he assumed -- he
should have a copy of thisreceipt, right?

A. | have-- | would assume so.

Q. Okay, but you never get -- take title to the
property. You never own the property.

A. Okay.

Q. Soyou're spending -- you have areceipt, a
check showing that you're paying for it, but you never
actually ever own it. So what happened?

Y ou don't know, do you?

A. No. Likel said, | provided copies of the
checksto DenSco.

One of theliesthat | told DenSco was that the
money was secure and being held by trustees. | did tell
him that. He believed that or was aware of it or
thought of it, or | don't know what he believed, but...

Q. Wadll, you said one of the lies you told was the
money was being held by trustee. What do you mean?

A. Right, and that money was going towards the
workout.

23 Q. What do you mean? You told him that there was

24 money, DenSco money, being held by athird party?

25 A. Wadll, hewould wire the money to my account for
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1 proof of funds, and so what | told him is, "Don't worry.
2 Themoney issecure. It'ssitting in these trustee
3 offices. They'rejust sitting there, and they're just
4 bad sdles."
5 And he'slike, "Okay. That'sfine."
6 Q. Okay. Soyou knew these were bad sales?
7 A. They weren't bad sales. | mean, what | knew,
8 what | knew wasthat | needed him to know or feel secure
9 that the money was safe.
10 Q. Butthe money wasn't at this trustee, was it?
11 A. No, the money was not at this trustee.
12 Q. Right. So despite this-- but you said you
13 don't know -- this money has to be with the trustee.
14 The check is made out to David Cowles. There'sa
15 receipt for him getting it.
16 A. No. If youlook at my bank statements -- and
17 I've explained this before, maybe not to you; but if you
18 look at my bank statements, if | -- let'sjust say there
19 wassix checksin that day totaling $1.6 million. |
20 would go to the bank. | would make -- | would get the
21 cashier checks. | would make the copies. | would send
22 himthe pictures. And then | would redeposit those
23 checks back into the account.
24 Q. Butthisreceipt says, "Paid in full," Scott.
25 A. | understand that.
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A. Becausethat'swhat | told him.

Q. Wall, youjust say, "It's sitting in atrustee
account somewhere; that you should be fing"?

A. | told him that -- at some point during the
relationship, and | don't remember when that was, and
these offers to purchase weren't working out very well
and he continued to put pressure on me for the
forbearance and | continued to put money into the
workout agreement, | told him that this money was -- it
was bad sales. There was salesthat werebad. That a
trustee knew about it and that they were holding the
money and not to worry about it, everything is secure.

And he was okay with it, and that was the end
of that.

Q. Soyoutold him that there were a bunch of bad
sales and all the trustees were holding all this money
in perpetuity? Y ou know, when was it going to be
released?

A. Weéll, within 30 days he would get his money
back. So some of the money would go to workout. Some
of the money would go back to him. | mean --

22 Q. Butyoutold him it was being held by these

23 trustees, right?

24 A. Correct.

25 Q. Andwhen did you tell him those trustees were
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1 Q. Soyouretelling me that you know, sitting
2 heretoday, that thisreceipt is bogus, right? Because
3 you'retelling methat check isback in your account.
4 A. lIthastobe.
Q. Sothereceipt hasto be bogus?
A. 1 don't see how it could -- how it'snot. The
thing is, I've never seen the receipt, iswhat I'm
saying. So | guess| don't know where the receipt came
from.
10 Q. You'venever -- you've never -- have you ever
11 had any discussions with DenSco about these receipts?
12 A. No.
13 Q. Okay.
14 A. I'venever seenthisreceipt. Not this
15 specific receipt, but --
16 Q. Waell, just receiptsin general. Yousaid, "I'm
17 sending you receipts. I'm sending you checks. Y ou know
18 it'ssecure.” Right? | mean that's what's making it
19 secure.
20 A. No, what'smaking it secureis-- in hismind
21 isthat the money issitting in atrustee's office.
22 Q. Wadll, explain to me -- explain methis. You
23 saidit'salie. Sol meanyou haveto explainthelie
24 tome. Why would he believe that it's sitting in a
25 trustee account somewhere? Why?

©O© 00N O O
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going to release the money?
A. Wadl, | didn't tell him that -- what do you
mean, when? Thiswas an every -- this was a continual
thing.
Q. So how much money did you say was being held by
trustees? What's the gross amount? Y ou said it was --
A. Therewasno -- | didn't have a gross amount
that | gave him. | mean if he would send me amillion
dollars every day, it could have been 20 million,
25 million. Could have been whatever it was at the
time.
12 Q. Waell, wait. You communicated to Denny that
13 maybe as much as $20 million is being held by trustees?
14 A. Yes.
15 Q. And hebelieved you, first off?
16 A. Yes. | would assume so.
17 Q. Okay. And that was not true?
18 A. Correct.
19 Q. Okay.
20 A. And where the money actually was going was back
21 totheworkout or back to the old properties that needed
22 tobe paid off.
23 Q. Soyou'relying to him where the money really
24 s, saying it's with these trustees; but in reality
25 you'rejust givingit -- you're paying it back to
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1 DenSco?
2 A. Yes
3 Q. Andwhy areyou lying to him saying it's with
4 thesetrustees?
5 A. I'mlyingto him and telling him that it's with
6 thesetrustees--
7 Q. But why? Why areyou lying to him?
8 A. Tomakehim feel secure and safe.
9 Q. Isn'tittrueyou're lying to him about the
10 money being safe or being with the trustees so that you

11 can continue to borrow?

12 MR. JESS: Objection, form.

13 THE WITNESS: No. | haven't borrowed in
14 amost ayear.

15 MR. ANDERSON: Hold on. What'sthe form
16 objection?

17 THE WITNESS: That callsfor alegal

18 conclusion.

19 MR. ANDERSON: No. No, it doesn't.

20 BY MR. ANDERSON:

21 Q. You can answer it then.

22 MR. JESS: Yes. Yes, itdid. Hecan

23 answer it regardless.

24 MR. ANDERSON: | just need you to say
25 that. Okay.
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1 A. | actually do believe that Denny believes that

2 itwasbeing recycled.

3 Q. Didyou ever tell him that?

4 A. No.

Q. You actualy told him that it's being put to
work to do various legitimate business opportunities,
right? That's what you told him?

A. Areyou telling mewhat | told him or --

(Deposition Exhibit 11 was marked for
identification.)
BY MR. ANDERSON:

Q. Look at Exhibit 11. Thefirst page, on

July 16, 2015 --

MR. JESS: Did you hand me Exhibit 117

MR. ANDERSON: | think | did. If not, |
can pull some more out of here.

MR. NEMECEK: There was an extra one over
here. Maybe you didn't get it.

MR. ANDERSON: It's this one.

THE WITNESS: Thank you.

BY MR. ANDERSON:

Q. Thefirst page of this e-mail comes from

23 Ms. Gutierrez to you and to Mr. Chittick. Do you see

24  that?

25 A. Yes.
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THE WITNESS: | forgot the question.

MR. ANDERSON: Can you read it back to
him?

(The record was read by the court

reporter as follows:

QUESTION: Isn'tit true you're lying to

him about the money being safe or being with

the trustees so that you can continue to

borrow?)

MR. JESS: Same abjection.

THE WITNESS: Well, that doesn't make any
sense to me, because the money was already deployed with
the forbearance agreement. Our balance didn't go up
much from that. So that doesn't make any sense. The
money was already deployed. Prior to what I've told
DenSco, the money was deployed already. Thiswasjust a
recycling of money. He gives me; | give him. But
before any of this -- any of thelies or anything, the
money was deployed. It wasout. It'sinthe
forbearance agreement.
21 BY MR. ANDERSON:
22 Q. You called it recycling of money.
23 A. Pretty much.
24 Q. DoesDenny believeit's being recycled, or does
25 Denny believeit's actually going out for loans?
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Q. Thisoneisalittle different, becauseit's
got this arrangement that you talked about earlier in
your deposition testimony whereby certain payoffs -- you
know, you're requesting a gross amount of 1.3 million,
but there are payoffs coming in of 1.3, so there'san
offset. Do you seethat?

A. Yes

Q. Thisisthat -- thisis exactly what you were
talking about, right?

A. Yes

Q. That at timesit got to the point where you
wouldn't even deliver these big dollars to each other;
you just sort of do the offset amount to each other,
right?

A. Correct.

16 Q. Butyou'retill indicating that you're going

17 to be purchasing these properties; isthat right?

18 A. Making an offer to purchase.

19 Q. Making an offer to purchase, if you want to

20 calitthat?

21 A. Yes.

22 Q. Andyou're going to be using the payoff money,

23 rather than new money from DenSco, right?

24 A. Correct. That'swhy | said recycling the

25 money.
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Q. Okay. And then the next page we see the wire
comeout. You'll see anotice of trustee's sale again.
We see another mortgage signed by you and then another
check. Y ou see apicture of acheck.

A. Yeah

Q. Did you take this picture?

A. | can'ttell youif specifically | took this
8 picture.

9 Q. Wadll, it'smade payable to David Cowles again,

10 trustee, for aproperty at 1644 South Los Alamos Circle.

11 A. Okay.

12 Q. Doyou seethat?

13 The next page, another receipt.

14 A. Okay.

15 Q. For the same property, same check amount. But

16 | guessit shouldn't come as any surprise, but the

17 trustee's sale had been canceled two months before you

18 even sent the e-mail to DenSco asking for -- to loan

19 against this property. How do you explain that?

20 A. Itwasan offer to purchase. | don't -- |

21 can't explainthereceipt, but it was an offer to

22 purchase.

23 Q. Why would the check be made out to the trustee

24 if it'san offer to purchase?

25 A. Becausethat'swhat | was doing on every

~NOo ok, WN P
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identification.)
BY MR. ANDERSON:

Q. Let me show you what's marked as Exhibit 12.
Thisone'salittle different, so it will be
interesting.

Thefirst page of Exhibit 12 you've got the

standard e-mail from you, or thistimeit's from
Veronicato you and to Denny, with some addresses and
then the other offset. Do you seethat?

A. Yes

Q. And then DenSco's responding to you with the
DOTs and the mortgages for the property at 8581 East
Krail?

A. Yes

Q. The next page isthe summary of the money that
the Krail property isincluded on. The next pageisa
copy of the bank statement that shows the wire going
out.

A. Yes

Q. Again, this mortgage is different than the
offer to purchase mortgage. It doesn't have the offer
to -- it says aloan had been obtained for the purpose
of making an offer. So | guessI'mwrong. Thatis
another offer to purchase mortgage. And then you've got
this e-mail from you to Mr. Menaged. It's-- sorry, to
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1 transaction.
2 Q. No.
3 A. | would make acopy of the check.
4 Q. Didn't you -- okay, you made a copy of the
5 check. That'sfine. But you were --
6 A. Andsendittohim.
7 Q. -- making an offer of purchase to ahomeowner.
8 The check should be made out to a homeowner, not to the
9 trustee.
10 A. Wadll, no, you don't make the check out to the
11 homeowner. You're going to make it out to thetitle
12 company.
13 However, like | told you, | told him that the
14 money was sitting at atrustee's to make him feel safe
15 and secure. The bottom lineis, isthat the money was
16 getting eaten up by interest which was being paid back
17 to him and the workout agreement.
18 Q. Okay. You never take title to this property;
19 isthat right?
20 A. | have noideawithout checking tax records.
21 Q. Wadll, I cantell you | did check, and you never
22 taketitleto the property. Do you have any reason to
23 doubt that?
24 A. That you'realiar? No, of course, not.
25 (Deposition Exhibit 12 was marked for

02:57:43-02:58:31
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you. It'san e-mail from -- you, Scott, send this
e-mail to Denny --

A. Uh-huh.

Q. -- on September 28th, 2015 at 7:15 in the
morning. Itisforwarding an e-mail that you
purportedly obtained from your bank. Do you see that?

A. Yesh

Q. Okay. Which indicatesthat -- it lookslike a
wireisbeing sent?

A. Right.

Q. Okay. Did you at some time change to wires?

A. No. Butl did tell him that we did.

Q. Oh. Soyou never actually changed to wire
transfers?

A. No. | told him that we changed to wire
transfers, but we didn't. Again, it's the same thing of
telling him the money is secure.

Q. Sothenext pageis-- it says, "We are Going
toWires! Finaly allowed!" That'sjust not true?

A. That'scorrect.

Q. And so you're showing him afake wire transfer
instructions?

A. | am showing him something saying that | was
going to request it. But when you go into Chase and you
go and request the money, you have to go in and approve
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it on the back end, and so what -- thisis not fake.
It'sarea document. It'sjust | never went in and
approved it.

Q. Soyou sent thisto him under the pretense that
area wire was going to go out for this amount on the
Krail property, but when you did it, you never intended
to actually wire the money?

A. Correct.

Q. Butyou didn't tell that to Mr. DenSco -- or
Mr. Chittick. You send it, him thinking that's where it
was going, right?

MR. JESS: Objection, form.

THE WITNESS: He thought the money was
secure.

BY MR. ANDERSON:

Q. Okay. The next pageisthis EFT instructions
for something called Auction.com, LLC. Do you see that?
Isthis aso another fraudulent -- another document
you've created?

MR. JESS: Objection, form.
THE WITNESS: No. That'saresl

22 Auction.com wiring instructions.

23 BY MR. ANDERSON:

24 Q. Okay. And isthat where you wired the money

25 for the property?
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1 Q. Do you have his phone number?

2 A. | don't with me.

3 Q. Ishethe same guy who was on the TV show with
4 you?

5 A. Heis.

6 When's the last time you talked to him?

Six months ago.

Did you have afaling out?

Yes.

1 Over what?

1 . The death of Denny.

12 Q. Why?

13 A. Hewasupset. Hewasupset. He never knew
14 Denny, but he was upset over it.

15 Q. Hehad afalling out with you because

16 Mr. Chittick committed suicide?

17 A. Hehad afalling out with me because he said

18 that he read a suicide letter that me and him were --
19 first | heard that we were running drugs through Mexico.
20 Then| heard that | provided arope for him to kill
21 himself. Wejust stopped taking.

22 Q. Haveyou ever seen that purported note?

23 A. No.

24 Q. And how often did he bid for you at foreclosure
25 auctions?

_ O ©O© 00
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1 A. Didn'tljustsay | didn't wireit?
2 Q. No, you actually said that you -- the wire
3 informationisn't real, but --
4 A. No.
Q. Soyoudidn't wireit at all; isthat your
testimony?
MR. JESS: Objection. None of that
accurately states Mr. Menaged's testimony.
BY MR. ANDERSON:
Q. Did you wire the money?
A. No, | did not wire the money.
MR. JESS: Ryan, | know you're on aroll,
but can you slow down just alittle bit, please?
BY MR. ANDERSON:
Q. Andthen just like the others, this trustee's
saleiscanceled. Do you seethat on the last pages?
So ther€e's no purchase of this property; is
that right?
| guess not.
Who is Luigi Amoroso?
A bidder.
And he's your former employee?
Yes.
What's his -- where does he live?
Somewherein Phoenix.
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1 A. Occasionadly.
Q. Did you know he was making these fake receipts
to provide to DenSco?
MR. JESS: Objection, form.
THE WITNESS: No. | don't even know that
he was.
BY MR. ANDERSON:
Q. Do you have any knowledge about who may have
9 created the false receipts?
10 A. No.
11 Q. Youdon't know who may have doneit?
12 A. | don't want to speculate.
13 Q. Waéll, who could have doneit? Who would have
14 theability to doit?

0o ~NO O~ WN

15 MR. JESS: Objection, form.

16 THE WITNESS: Veronica Castro could have.
17 BY MR. ANDERSON:

18 Q. There'sonly, redly, three people that are

19 involvedinall of these transactions; isn't that right?
20 A. Yes

21 Q. It'syou?

22 A. Yes

23 Q. VeronicaGutierrez/Castro and Mr. Amoroso; is
24  that right?

25 A. Correct.

Coash & Coash, Inc.

(50) Pages 198 - 201

602-258-1440 www.coashandcoash.com



Re: Yomtov Scott M enaged, Debtor
2:16:bk:04268-PS

Scott M enaged
October 20, 2016

03:02:10-03:02:58 Page 202
1 Q. Soif somebody created afake receipt, it was
2 oneof thethree?
3 MR. JESS: Objection, asked and answered.
4 THE WITNESS: Or Denny.
5 BY MR. ANDERSON:
6 Q. Soyou're-- so Denny may have created them?
7 A. Howdol know? | told you | had never seen the
8 receipts.
9 Q. Atsome point, did Denny discover what was
10 going on, these irregularities, and confront you about
11 it?
12 A. No.
13 Q. Sosometimein 2014, did you tell Mr. Chittick
14 that you had an arrangement with Auction.com that you
15 would send in offers on properties that were postponed
16 or canceled at trustees sales and try to get those
17 trusteesto agreeto ashort sale?
18 A. Yes.
19 Q. Youtold him that?
20 A. Yes
21 Q. Andthat wasalie, correct?
22 A. Correct.
23 Q. Didyoutel Mr. Chittick at sometime in 2015
24  that your wife had gotten access to your personal

25 business bank accounts and withdrew $1.7 million from
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A. | believel did.

Q. Wasthat true?

A. Therewasno Auction.com. It wasnot true. |
was -- what you're asking me, what you're asking meis
because -- the reasons why is because the money went
back to DenSco, and | couldn't tell him that he already
has his money.

Q. You met Mr. Chittick one final time on
9 July 25th, 2016; isthat right?

10 A. | don't remember the date, but we did meet.

11 Q. Okay. Well, you met in your warehouse,

12 right?

13 A. Wedid meet.

14 Q. Andyou met for along time, right?

15 A. No, not alongtime.

16 Q. Notalongtime? Okay.

17 And during that meeting, did you tell him that

18 after your bankruptcy was over, you intended to open a

19 bank account overseas and have Auction.com wire

20 $30 million to that account?

21 A. | didtel him that.

22 Q. Wasthat true, that you were going to do that?

23 Isthat your intention after this deposition, after the

24 bankruptcy?

25 A. How could it happen? The money is not sitting

0o ~NO O~ WNPE
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1 the companies and refused to return it?

2 A. ldid.

3 Q. Did that actually happen?

4 A. No. But there was no more money to return to

5 him, so that'swhat | said.

6 Q. Soyou made up astory to him why you couldn't

7 pay him back?

8 A. Yes

9 Q. And the story was that your wife had
10 misappropriated the money?
11 A. Correct.
12 Q. Okay. Didyou tell Mr. Chittick that a court
13 had actualy ordered your wife to put that $1.7 million
14 into an escrow account?
15 A. | dontrecall.
16 Q. Wadll, did that ever happen?
17 A. No.
18 Q. Soyou -- at some point, did you tell
19 Mr. Chittick that all of this money that was owed to him
20 and DenSco under the forbearance agreement and the
21 workout was actually being held by Auction.com?
22 A. Yes
23 Q. InJuneof 2016, did you meet with Mr. Chittick
24 and tell him that your wife had gone to Auction.com to
25 try to expose your business relationship with them?
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1 anywhere.

2 Q. Soit'snot your intention after this

3 bankruptcy to go recover money from Auction.com?
A. Auction.com doesn't have any money.

5 Q. Didn'tyoutell Mr. Chittick that $31.8 million

6 wassitting in an account at Auction.com, in atrust

7 account, for you?
8
9

i

MR. JESS: Objection, form.
THE WITNESS: No, | did not say it wasin
atrust account or anything like that.
BY MR. ANDERSON:
Q. Didyoutell Mr. Chittick at that meeting that
you had altered your bank statements, your personal
statements and your business statements, before
15 submitting them to the Chapter 7 trustee?
16 A. No.
17 Q. Isn'tit true during that meeting with
18 Mr. Chittick, that you specifically told him that you
19 intended to testify that after the forbearance agreement
20 wasentered into, you and Mr. Chittick agreed to this
21 offer to purchase arrangement, rather than buying
22 traditionally at auctions?
23 MR. JESS: Objection, form.
24 THE WITNESS: Y ou need to ask that
25 guestion again for me.
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BY MR. ANDERSON:
Q. Didyoutell -- did you tell Mr. Chittick at
that meeting on the 25th of July that you were going to
come and testify about afictional -- or business
arrangement that would explain the irregularitiesin
these loans?
MR. JESS:. Same objection.
THE WITNESS: | was going to explain that
we made offers to purchase.
| don't understand. Sorry.
BY MR. ANDERSON:
Q. Didyoutell him, tell Mr. Chittick, at that
meeting on July 25th that you would deny the existence
of Auction.com if you were ever asked under oath?
A. Yes
Q. Didyoutell Mr. Chittick that if anyone found
out about your arrangement with Auction.com, you would
beputinajail cell?
A. Whois--"you" who?
Q. You. Didyoutell that to Mr. Chittick?
A. That | would beputinajail cel?
Q. Yes.
A. No.
Q. Youdidn't say that?
A. 1don' recall saying that.

03:08:35-03:09:04
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reassure him to the best that | could. | told him | had
ameeting with my attorney, which was true, that day.

I'm trying to think back from ayear and a half
ago.

Q. No, thisisameeting on July 25th.

A. No, no, no, no, no. I'mtrying to think back
toayear and ahalf ago if --

Q. It'sokay, Scott. | don't even -- it doesn't
matter. I'll just keep going.

MR. JESS: Can we take a break here?

MR. ANDERSON: No. I'm amost done, Cody.

MR. JESS: We've been going for an hour --

THE WITNESS: Yeah, | need to use the
restroom.

MR. JESS: -- amost an hour and
45 minutes.

MR. ANDERSON: Yeah, but I'm amost done.
I've got about 10 minutes left. Why stop? | don't want
to stop.

MR. JESS: Because | need to use the
restroom, Ryan.

BY MR. ANDERSON:

Q. lsn'tit truethat you didn't -- you told
Mr. Chittick that you didn't want those receipts
produced because not only were they fraudulent, but you

03:07:08-03:08:05
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Q. Didyoutell Mr. Chittick during this
conversation on July 25th that the receipts that we've
looked at today, some of them, could never be provided
by Mr. Chittick to the trustee in bankruptcy or anyone
else?

A. No, | don't recall talking to him about any of
this.

Q. Okay. Sotheanswer to that question is, no,
you never told him that he, Mr. Chittick, cannot produce
or release those receipts to anyone?

A. No. I'venever had -- | don't remember -- |
don't recall having this conversation.

Q. You recdl having a conversation with
Mr. Chittick, but just don't recall --

A. A conversation, outside my warehouse,

20 minutes at best, and that was the end of it.

Q. Okay, so -- and it was outside your warehouse?

A. It was outside and then we went inside my
warehouse, and | went inside to smoke. We sat down for
alittle bit. We sat down for alittle bit.

Hold on.

Q. It'sokay. What did you talk about?

A. Well, let me think about this.

Wewent inside. We went outside. Hetold me
that he was stressed out. He was scared. | tried to

03:09:15-03:23:10
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couldn't explain them away? Isn't that true?

A. 1don'trecal.

Q. You don't have arecollection of that?

A. 1 don't have arecollection.

MR. ANDERSON: Okay, we can take a break
here. Welll come back.

MR. JESS: Thank you.

MR. ANDERSON: Go off the record at 3:09.

(A recess was taken.)

MR. ANDERSON: Okay, we'll go back on the
record at 3:22.

BY MR. ANDERSON:

Q. Mr. Menaged, do you redize you're still under
oath?

A. |do.

Q. Okay. Inyour conversation with Mr. Chittick
on July 25th, 2016, you still were lying to him about
your cousin, who purportedly double-encumbered the
properties back in 2012, 2013; isthat right?

A. 1don'trecal.

Q. Do you know -- well, do you think he ever knew
the truth about the cousin not being real ?

23 A. | don't know.
24 Q. You didn't have a conversation with him wherein
25 youtold Mr. Chittick that the cousin had spent the

Coash & Coash, Inc.

602-258-1440 www.coashandcoash.com

(52) Pages 206 - 209



Re: Yomtov Scott M enaged, Debtor
2:16:bk:04268-PS

Scott M enaged
October 20, 2016

03:23:30-03:24:15 Page 210

1 money in Vegas, had then absconded to Israel, and you

2 couldn't find him?

3 A. Idon'trecal.

4 Q. lsn'tittrueyou told Mr. Chittick that you

5 had destroyed Veronica's computer so that no documents
6 or records could be obtained from it?

7 A. |don'trecal.
8 Q. Did you destroy her computer?
9 A. No.
10 Q. Whereisher computer located?
11 A. | would assumein her house.
12 Q. Did Veronica Castro-Gutierrez work from home?
13 A. Sometimes.
14 Q. When shedidn't work from home, where did she
15 work from?
16 A. TheBell Road location.
17 Q. That was one of the Furniture King stores?
18 A. Correct.
19 Q. Do you have contact information for her?
20 A. ldo. | cangetittoyou.
21 Q. Where does shelive, do you know, what city?
22 A. Not offhand, no.
23 Q. Do you know her phone number?
24 A. Not offhand. They took my phone this morning.
25 Q. Do you know what city Mr. Luigi Amoroso lives?

03:25:47-03:26:40 Page 212

1 A.
2 Q.
3 A.
4 Q.
5 A.

6 Q.

| don't recall.
Y ou say you don't recall.
Uh-huh.
Does that mean you just don't remember?
Correct.
Isit possible that you did say those things?
7 A. | don't recall saying them.
8 Q. Wadl, where are the pictures that we saw today
9 that you acknowledged taking of the various cashier's
10 checks and then sent to DenSco? Where are those
11 pictures stored?
12 A. That would have probably been on one of my old
13 phones.
14 Q. Didyou keep those pictures?
15 A. No.
16 Q. You just destroyed them after you sent them?
17 A. No, | would have kept them on my phone until |
18 sold my phone.
19 Q. The current phone you have, when did you get
20 that phone?
21 A. Middle of thisyear, beginning of thisyear. |
22 can'trecal.
23 Q. Okay. IsitaniPhone6?
24 A. Yes.
25 Q. Soif there were pictures of cashier's checks

03:24:29-03:25:36 Page 211

1 A. | believe Phoenix.

2 Q. Could you get contact information for him if we

3  wanted it?

4 A. Yes

Q. Isn'tittrueyou told Mr. Chittick on
July 25th that you had personally destroyed all of your
business records, all of your e-mails, and specifically
destroyed all of the receipts that you had sent to
DenSco?

10 A. | don'trecal.

11 Q. Soit'spossibleyou did say that?

12 A. | don'trecall saying it.

13 Q. Isn'tittrueyou told Mr. Chittick that you

14 had instructed and schooled Veronica on the cover story

15 totestify about?

16 A. | donot recal.

17 Q. Isn'tit truethat you told Mr. Chittick that

18 after your bankruptcy was over, you intended to hire an

19 asset protection firm to set up overseas businessesin

20 order for you to recover the money from Auction.com?

21 A. |don'trecal, but there was no Auction.com,

22 again.

23 Q. lsn'tittrueyou told Mr. Chittick on

24 July 25th that you would deny, even if asked under oath,

25 about the existence of any money at Auction.com?

©O© 00N O O
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that you took at the beginning of this year, they would
be on that phone?
MR. JESS: Objection, form.
THE WITNESS: They would be, but there
were no cashier checks or receipts or anything. | mean
there was no nothing.
BY MR. ANDERSON:
Q. Sowhat did you tell Veronica Castro-Gutierrez
to say if she's questioned about her role in these
receipts?
A. | did not have a conversation with her.
Q. You didn't have a conversation with her about
any of these business transactions and how to explain
them?
A. That's correct.
Q. Okay. Did you have any conversations with
17 Mr. Amoroso?
18 A. No.
19 Q. DoesVeronica Castro still work for you?
20 A. Yes
21 Q. Sheworksout of the current furniture business
22 you have?
23 A. Yes
24 Q. And that current businessis called American
25 Furniture, LLC, right?
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1 A. Correct.
2 Q. Itwasstarted by you during the bankruptcy; is
3 thatright?

4 A. Thatiscorrect.
5 Q. Andyou used aloan from your father to operate
6 that business, right?
7 A. Thatiscorrect.
8 Q. AndisAmerican Furniture buying real estate?
9 A. It started buying rea estate.
10 Q. It bought somereal estate at auction, didn't
11 it?
12 A. Yes, it started buying real estate.
13 Q. Wadll, it started. Does that mean something;
14 that it's now stopped?
15 A. It stopped.
16 Q. It stopped why?
17 A. | wasadvised not to buy real estate.
18 Q. Didthat -- wasthat in the form of legal
19 advice or something else?
20 A. Legal advice.
21 Q. Soyou were given legal adviceto stop
22 purchasing properties at auction during the bankruptcy
23 case?
24 A. Tofocusonwhat | started American Furniture
25 for, which was afurniture store.

03:29:27-03:30:05

1 Q. Isthereany security for it?
2 A. TheresaUCC-1, yes.
3 Q. Doesthat secure the assets of American
4 Furniture, LLC?
5 A. Itdoes.
Q. Other than the loan that purported to start

American Furniture, do you have any other loans with

6
7
8 him?
9 A. | havetheloansthat he provided to American
10 Furniture. That'sit.
11 Q. And there's no other loans, unsecured or
12 otherwise, with your dad?
13 MR. JESS: What time period are we talking
14 about here, Ryan?
15 THE WITNESS: Yeah, I'm confused.
16 BY MR. ANDERSON:
17 Q. I'mjust talking about open loans now. | don't

18 careif they're -- you know, currently owe him money.

19 Other than American Furniture, do you owe him any
20 MR. JESS: Yes.

21 THE WITNESS: Yes.

22 BY MR. ANDERSON:

23 Q. Okay. And under what loan agreements? How

24 much do you owe him?
25 A. There's abalance now of about two -- | think

Page 216

money?
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1 Q. Waéll, how were you funding the purchases of
2 thisread estate?

3 A. lgotaloan.

4 Q. Who did you get the loan from?

5 A. Active Funding Group.

6 Isit a hard money loan?

Itis.

Did you get any money from anybody else?
For the purchases of the properties?

1 Yes.

1 . No.

12 Q. You got aloan to start American Furniture from
13 your father, right?

14 A. Correct.

15 Q. The same-- but your dad is also one of your
16 creditorsin your bankruptcy case; isthat right?
17 A. Correct.

18 Q. Why would he lend you money to run the American
19 Furniture business?

20 A. Because he doesn't want to see me fail and
21 fal.

22 Q. What are the terms of that loan?

23 A. | believeit wasa 12 percent loan.

24 Q. Isthereapromissory note?

25 A. Uh-huh.

P O © 0 N
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1 it'sabout two and a half million.
2 Q. Andunder what agreement?
3 A. Under apromissory note from 2011 or '12.

dad's debts, your debt to your dad?
MR. JESS: Objection, form.
THE WITNESS: Yes.
BY MR. ANDERSON:
Q. Itdid, okay.
10 Scott, where is the 20-plus million dollars of
11 DenSco's money that you received?
12 A. It wasreturned back to DenSco, to the best of
13  my ability.
14 Q. If it wasn't returned back to DenSco, what
15 happened toit?
16 A. Would have been invested into the furniture

© 00N O O b

17 companiesto try to bring the profits out to DenSco.
18 Would have went to living expenses, gambling, to try to

19 takethat money and giveit to DenSco.
20 Q. How much -- take the interest out of the

21 equation. Inyour mind, how much do you think you owe

22 DenSco?
23 A. | havenoclue
24 MR. ANDERSON: Wéll, | don't have any

25 further questions at thistime, but I'm not going to

Q. Did any of DenSco's money go to pay down your

Page 217
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conclude the exam, because | don't have any of the
documents that we asked for at the beginning. So we'll
just continue the exam until we can get a more formal
production.

Anybody want to put anything else on the
record?

MR. JESS: Just one question for
clarification. How much longer do you think you have to
continue the exam? | mean thisisn't a 341 meeting.
Thisis an open -- | mean we've been going for half a
day.

MR. ANDERSON: Wéll, once | get the
documents, I'll tell you how much moretime | need.

MR. JESS: Well, | think under the rules
you don't have awhole lot more time. | mean you got
one day, seven hours.

MR. ANDERSON: If youwant to filea
protective order after | get the document production, go
right ahead.

MR. JESS: That wasn't the agreement,
Ryan.

MR. ANDERSON: | don't know if we have any
agreement, Cody.

MR. JESS: Well, then we should have
pushed off the exam. | mean my take oniit is you've got

03:33:03-03:33:44 Page 220

1 Mr. Nemecek, do you have a date set for that exam?

2 MR. NEMECEK: We do not have a date yet

3 for the exam.

4 MR. ANDERSON: My client and | intend to

5 attend that exam, and if it's going to be a problem,

6 Mr. Jess, that we do, please let me know now, because |
7 will go get an order from the Court, if necessary, to

8 attend this date for the exam that's sometime in the

9 future, but please let me know.

10 MR. JESS: Yeah, I'll let you know either

11 today or aswe get closer to the exam.

12 MR. ANDERSON: My understanding is there's
13 no date set for your exam.

14 MR. NEMECEK: Thereisno date currently
15 et for the exam, that's correct.

16 MR. ANDERSON: All right.

17

18 EXAMINATION

19 BY MR. JESS:

20 Q. Scott, earlier you were asked whether you had

21
22
23
24
25

some sort of a specia relationship with Mr. Chittick.
Do you recall that conversation?

A. Yes

Q. Doyou believethat if the -- the lending
arrangement that you had with Mr. Chittick was unique

03:32:10-03:32:55
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a couple more hours left.

MR. ANDERSON: Wéll, okay, I'm not
agreeing to that, but itiswhat it is.

MR. JESS: Wéll, I'm putting it on the
record that there was no agreement to continue this exam
today pending disclosure of additional -- or production
of additional documents.

MR. ANDERSON: And that's fine, and |
certainly will -- if you want to make an issue of it,
well go to Judge Salaand we'll make it clear how much
more time | specifically get. | have no problem with
that.

MR. JESS: That'sfine.

MR. ANDERSON: Anybody else want to put
anything on the record?

MR. JESS: Y eah, |'ve got some questions.
Do you want me to go?

MR. NEMECEK: | was just going to say that
the trustee has a Rule 2004 order out to Mr. Menaged.
The trustee and their counsel's attendance here today is
not to be construed in any way as awaiver of the
trustee's intention and aright to take the examination
under the trustee's bankruptcy Rule 2004 order at a date
to be determined in the future.

MR. ANDERSON: Just for the record,

03:33:57-03:34:57 Page 221

1 from hislending relationship with other borrowers?

2 A. Itwasnot unique, no.

3 Q. Why do you say that?

4 A. 1 believethat he lended and had the same

5 policieswith al hisborrowers.

6 Q. And do you believe that was out of the norm for

7 other hard money lenders?

8 A. Yes, itwas.

9 Q. Andwhy do you say that?
10 A. Because other hard money lenders would do due
11 diligence prior to shipping off $40 million.
12 Q. Beforethe forbearance agreement, | think you
13 tedtified that you either didn't know or didn't remember
14 whether DenSco had investors. Do you recall that
15 statement?
16 A. Yes.
17 Q. Didyou know prior to the forbearance agreement
18 what the terms of those agreements between DenSco and
19 itsinvestors were?
20 A. No, not at all.
21 Q. So before the forbearance agreement or around
22 thetime of the forbearance agreement, you were unaware
23 that DenSco had made certain promisesto its investors;
24 isthat correct?
25 A. That'scorrect.
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1 Q. Youtestified earlier that Jeff Goulder

2 represented you in the drafting of the forbearance

3 agreement, correct?

A. Correct.

Q. Did he represent you during the entire time of
the drafting of that agreement?

A. No.

Q. Why not?

A. Hesaid that in dealing with DenSco's attorney,
that he's never seen adeal like this or he's never seen
an agreement written thisway, and hereally didn't
think that he needed to be involved with it.

Q. Were you unrepresented when this agreement was
signed, the forbearance agreement was signed?

A. Yes

Q. You had testified earlier that you did not list
DenSco or Mr. Chittick as a creditor initially in your
bankruptcy, correct?

A. Correct.

Q. Later during your bankruptcy, Mr. Chittick
received a notice of your bankruptcy, correct?

A. Correct.

Q. Andwithin 48 hours of receiving that notice of
bankruptcy, Mr. Chittick comitted suicide; isthat
right?
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1 wanted to walk away from him. That was not the

2 intention. Look at me. I'min Chapter 7 bankruptcy. |

3 have no money to me. What did | gain out of this? |

4 didn't gain anything out of this. All | wastrying to

5 dowas, | really wastrying to fix this.

6 Q. Doyou believe that Denny was more concerned

7 about the collateral for the loans that he had lent you

8 or getting his 18 percent interest?

9 A. Getting his 18 percent interest.

Q. Why do you say that?

A. Because there were propertiesthat | purchased
that were completely -- there were properties that |
purchased that were way over and beyond what he would
normally be comfortable with, as far as dollar amount.
| remember one specific property in Peoriathat |
paid -- | screwed up. | paid $243,000 for it, and |
want to say the property was worth 220. Well, he lent
the whole 243.

Q. Soisitafair statement that in your dealings
with Denny, you believe that he was mostly concerned
about getting 18 percent?

A. That's exactly what he was concerned about.
That's what he always talked about.

Q. Do you recall the conversations earlier about
the receipts for the trustees' sales?
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A. That'scorrect.

Q. You testified earlier that you didn't tell
Mr. Chittick the truth about using the money from the
seconds to pay off the other DenSco loans; is that
right?

A. Correct.

Q. Isthereasonyou didn't tell him the truthis
because you were concerned about him committing suicide?

A. Absolutely.

Q. Isthe sametrue with respect to the other
untruths that you told Mr. Chittick with respect to the
safety of the money that he had lent you?

A. Yes. Hewasnot aperson that could take
pressure, and | was scared of what was going to happen
to himif herealized, and all | wastrying to do was
clean up thismess. | wastrying to clean it up from
when the housing market went upside down, and that's all
| kept trying to do. And all that kept happening is the
balloon got bigger and bigger and bigger and bigger, and
there was nothing | could do to get out of it. That's
the reason why | never even included himin my original
bankruptcy. | till had intentions, in my mind, of
figuring out with him how the hell to get him paid off.

I know it sounds absurd and crazy, because

you're talking $40 million, but | never intended or
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1 A. Yes
2 Q. Didyou create those receipts?
3 A. No.
4 Q. Did those receipts come from Arizona Home
5 Foreclosures?
6 A. | believe so.
7 Q. Andthose receipts are not legitimate, are
8 they?
9 A. They wouldn't be.
10 MR. JESS: | don't have any other
11 questions.
12 MR. ANDERSON: Okay. Well, then we'll
13 reconvene when we're ready to reconvene. So the
14 continuation will happen in the future. So we're off

15 therecord at what time? 3:39. Thank you.

16 THE COURT REPORTER: Do you need a copy?
17 MR. JESS: Yeah.

18 THE COURT REPORTER: Do you know what you
19 need?

20 MR. JESS: Just the electronic copy.

21 THE COURT REPORTER: Like an E-tran?

22 MR. JESS: Y eah, please.

23 (TIME NOTED: 3:39 pm.)

24

25
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1 STATE OF ARI ZONA
2 COUNTY OF MARICOPA ] o
3
4 BE | T KNOM that the foregoing Rule 2004
5 Exanination was taken before ne, JODY L. LENSCHOW RMR
6 CRR Certified Reporter No. 50192 for the State of
7 Arizona, and by virtue thereof authorized to adm nister
8 an oath; that the witness before testifying was duly
9 sworn by ne; that the questions propounded by counsel
10 and the answers of the witness thereto were taken down
11 by nme in shorthand and thereafter transcribed under ny
12 direction; that the foregoing pages contain a full,
13 true, and accurate transcript of all proceedings and
14 testinony had, all to the best of ny skill and ability.
15 | FURTHER CERTIFY that | amnot related to nor
16 enployed by any of the parties hereto and have no
17 interest in the outcone thereof.
18 DATED at Phoenix, Arizona, this 30th day of
19 Cctober, 2016.
20
21
22 ~ " JODY L[, LENSCHON RWR, CRR
23 &l &a6oRe! 8102
24
25
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FORBEARANCE AGREEMENT

THIS FORBEARANCE AGREEMENT (“Agreement”) is executed on April 16,
2014, by and among Arizona Home Foreclosures, LIC, an Arizona limited liability company,
whose address is 7320 W. Bell Road, Glendale, Arizona 85308 (“AHF™), Easy Investments,
LLC, an Arizona limited liability company, whose address is 7320 W. Bell Road, Glendale,
Arizona 835308 (“EI”) (AHF and EI are collectively referred to as the “Borrower™), Yomtov
“Scott” Menaged, an individual whose address is
(“Guarantor™), Furniture King, LLC, an Arizona limited liability Company,
whose address is 303 N. Ceniral Avenue, Suite 603, Phoenix, AZ 85012 (“New Guarantor™),
and DenSco Investment Corporation, an Arizona corporation, whose addregs is 6132 W, Victoria
Place, Chandler, Arizona 85226 (“Lender”) (the Borrower, the Guarantor, the New Guarantor,
and Lender are each considered a “Party” hereunder and are collectively referred to as the
“Parties”), (Any capitalized term not defined in this Agreement shall have the meaning set forth
in the Deeds of Trust as later defined),

Recitals
The following recitals of fact are a material part of this Agreement:

A, Borrower is indebted to Lender under the terms of certain Loans (the “Loans™),
which are listed on the attached Exhibit A, which is incorporated into this Agreement by this
reference, and each are evidenced by a Note Secured by Deed of Trust (each, a “Note” and
collectively, the “Notes™), all of which were executed by Borrower in favor of Lender (the
“Notes”) and by a Mortgage (or a “Receipt and Mortgage”) (each, a “Mortgage,” and
collectively, the “Mortgages™), and each such Note and Mortgage was executed by Borrower
and delivered to Lender, as a condition precedent to and immediately prior to the funding of the

applicable Loan.

B, Guarentor gnaranteed the payment and performance of each of the Loans (the
“Guaranty™), executed by Guarantor in favor of Lender,

C. Bach of the Loans are further evidenced and/or secured by varions documents and
instruments, including but not limited to a certain Deed of Trust and Assignment of Rents (each
a “Deed of Trust,” and collectively, the “Deeds of Trust”), executed by Borrower at the funding
of the Loan in favor of Lender and recorded in conjunction with the Trustee’s Deed conveying
the real property to Borrower, The Deeds of Trust constitute a lien on the respective real

‘properties desoribed therein (individually a “Property” and collectively, the “Properties”) and
referenced in Exhibit A, The Nofes, the Mortgages, the Deeds of Trust, the Guaranty, the other
document(s) described above and all other documents and instruments evidencing and/or
securing the Loans, as originally written or previously modified, and all amendments and
renewals thereof and replacements therefor, are referred to collectively herein as the “Loans

Documents”,

D, Bach of the Mortgages provides: “Borrower hereby grants to Lender or assignee
o first, prior and superior equitable lien and mortgage against the Real Property to secure
payment of the Loan... , Borrower hag delivered to Lender a promissory note and deed of trust,

200131428.20 43820/170082 \W

ACCO000235 File #8604

HIBIT NOA
Do

J. Lenschow; RMR #50192




. and Borrower agrees that the deed of trust that the deed of trust shall be recorded against the
Real Property as a first, prior and superior lien and encumbrance stmultaneously with the
recording of the Trustee’s Deed.”

E. Bach Deed of Trust provides as follows:

TO PROTECT THE SECURITY OF TTIIS DEED OF TRUST
BORROWER AGREES!

5. Borrower shall promptly discharge any lien in which has priority over this Deed of
Trust unless Borrower: (a) agrees in writing to the payment of the obligation secured by the lien
in a manner acceptable to Lender; (b) contests in good faifh the lien by, or defends against
enforcement of the lien in, legal proceedings which in Lender’s opinion operate to prevent the
enforcement of lien; or (¢) secures from the holder of the lien an agreement satisfactory to
Lender subordinating the len to this Deed of Trust. If Lender determines that any part of the
Property is subject to a lien which may attain priority over this Deed of Trust, Lender may give
Rorrower a notice identifying the lien, Bowrower shall satisfy the len or take one or more
actions set forth within 10 days of the beginning of the notice,

i Fach Note provides as follows:

“A “Default” shall occur () ... . or (vi) upon the occurrence of any default wnder any
obligation of Maker to Holder. Further, at Holder's option after Default, all remaining unpaid
principal and accrued interest shall become due and payable immediately without notice (other
than any declaration preseribed in applicable sections of the agreements under which such events
of default arose), presentment, demand or protest, all of which hereby are waived,” (“Default”
shall have the meaning set forth in the Note),

G. On or about November 27, 2013, Guarantor met with Denny Chittick of Lender to
inform Lender that certain of the Properties had also been used (thongh Guarantor acknowledged
no fault) as security for one or more loans from one or more other lenders (individually, the
“Other Lender” and collectively, the “Other Lenders”) and the Loans from Lender may not be
in the first lien position on each respective Property.

H. At the November 27 meeting, Guarantor acknowledged to Lender that Borrower
had an obligation to discharge the liens of the Other Lenders or to take such other actions to
satisfy Section 3 of each Deed of Trust within 10 days, as referenced above, Further, Borrower
‘and Guarantor acknowledged that the meeting satisfied Londer’s obligation to provide notice 1o
Borrower and Guarantor of an action leading to & Default pursvant to each of the Loan
Documents,

L. The Loans are now in Default (as defined in the Note) and Lender has provided
Borrower with any and all notice required under each of the Loans Documents concerning such
Default,
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J, Bortower has requested that Lender forbear in the pursuit of Lender’s remedies,
and Lender is willing to forbear such pursuit, but only so long as and on the conditions that (1)
Rorrower, Guarantor and New Guarantor acknowledge the existing Defaults under the Loans, (2)
all liens, security interests, rights and remedies of Lender under the Loans Docutnents continue
in full force and effect and (3) Borrower, Guarantor and New Guarantor fulfill all conditions and
comply with all terms and provisions set forth in this Agreement, and furnish all other doouments
and perform all other acts necessary to give effect to the agreements hereinafter set forth,

NOW THEREFORE, in consideration of these premises and for other good and
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the Parties
hereby agree as follows:

1, Loans Balance, As of the close of business on April 16, 2014, the total principal
sum now due and payable under the Loans, in aggregate, is $35,639,880,71, In addition to the
outstanding principal, Lender has advanced costs and expenses as permitted under the Loans
Documents and incurred costs and expenses for collection and enforcement of the Loans,
Interest continues to accrue under the Loans at the rate of 18% per anmum as provided in the
Notes (as opposed to the Defavlt Interest rate set forth in the Notes).

2, Acknowledgment of Default. Borrower, Guarantor and New Guarantor hereby
acknowledge and agree that the Loans are in Default, that any necessary or required notices have
been provided by Lender and all applicable “cure periods” have expired, and that as a result of
such Default, Lender now has the right to pursue foreclosure and any and all other rights and
remedies permitted to Lender under the Loans Documents and/or under applicable law.

3, Continued Effect of Loans Documents, Borrower, Guarantor and New
Guarantor further acknowledge and confirm that the Loans Documents have been duly
authorized, executed and delivered to Lender and are valid, binding and enforceable against
Borrower and Guarantor in accordance with their respective terms, and that to the collective
knowledge of Borrower, Guarantor and New Guarantor, all liens and security interests created in
favor of Lender under the Loans Documents have been validly created and duly perfected as
encumbrances upon all Properties and collateral of Borrower, Guarantor or New Guarantor as
described in the Loans Documents and as modified by this Agreement, Upon the satisfaction of
the lien of the applicable Other Lender with respect to a Property, the lien and security interest
created in favor of Lender under the Loans Documents will be deemed to be validly created and
duly perfected as an encumbrance upon the respective Property and collateral of Borrower,
Guarantor or New Guarantor as deseribed in the Loans Documents, Further, Borrower shall
cause to be provided to Lender a Lender’s title inswrance policy issued by a nationally-
recognized title company, reasonably acceptable to Lender insuring that Lender’s encumbrance
in such Property, as evidenced by the respective Deed of Trust, shall constitute a valid and
enforceable first and prior lien to any other encumbrance on the respective Property,

4, Forbearance by Lender on Conditions; Effect of Breach, Lender hereby agrees
to forbear pursuit of its rights and remedies under the Loans Documents and/or under applicable
law, but only so long as and on the conditions that Borrower, Guerantor and New Guarantor pay
all sums, perform all covenants and agreements and do all acts and things required of them
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hereunder, If Borrower, Guarantor or New Guarantor fail o pay any sum ot to perform any
covenant, agreement or obligation owed to Lender under any of the Loans Documents, as
modified by this Agreement, Lender may ocease such forbearance and may immediately
commence and pursue any or all rights and remedies Lender may have under the Loans
Documents and/or under applicable law ag to any or all of the collateral or security for the Loans,
all in such order and manner as Lender may elect from time to time in its sole discretion and
without notice of any kind to Borrower, Guarantor, New Guarantor or any other person, as if this
Section 4 had never been agreed to by Lender. Lender's agreement herein to forego immediate
pursuit of its riphts and remedies constitutes a postponement and forbearance only, and does not
in any event constitufe a waiver of any such rights or remedies.

5. No Effect on Existing Defandt; Extension of Maturity, Neither the execution

and delivery of this Agreement or any other document or instroment required hereunder nor the
consummation of the transactions and agreements set forth in this Agreement shall in any
manner reseind or cure any existing Default under the Loans Documents, reinstate the Loans fo a
ourrent status, or constitute an accord and satisfaction of the Loans, Notwithstanding this
provision, the maturity date of all of the Loans (and the payment of the entire principal sum and
all accrued interest, costs, expenses, disbursements and foes due under the terms and provisions
of this Agreement, the Notes and all other sums payable wnder the Loans Documents) is hereby
extended to February 1, 2015, and shall be due in any event, without notice or demand; provided,
however, Lender, at its sole discretion, may further extend the maturity date of all of the Loans to
February 1, 2016, so long as Borrower, Guarantor and New Guarantor have complied and are in
material compliance with the terms of this Agreement.

: 6. Borrower's Actions, Lender’s continued performance of the terms of this
Agreement is conditioned upon each. of the following obligations being fulfilled:

(A)  Borrower agrees to nse its good faith efforts to: (i) liquidate other assets, which is
expected to generate approximately $4 to $5 million US Dollars; (il) apply all net proceeds from
the rental of Borrower’s other real estate assets, or the net proceeds from the acquisition and
disposition of other real estats or other assets by Borrower, and (i) apply all funds received
from Borrower's continued good faith efforts to recover any other asset that can be recovered
from the missing proceeds from the multiple Loans that were advanced from Lender and Other
Lenders with respect to certain properties as referenced above. Any additional funds obtained
and / or made available to Borrower pursuant to this subsection shall be made available to and
used by Borrower in connection with the resolution of the lien disputes between Lender and
Other Lenders ag referenced above (and any balance to be paid to Lender to reduce the amount
of Lender’s Additional Loan or the Additional Funds Loan to Borrower as provided herein),

(B)  Borrower agrees to provide Lender, and maintain in effect, a life insurance policy
from a nationally-recognized life insurance carrier (Lincoln Benefit Life Insurance, a subsidiary
of Allstate Insurance Co,, shall be deemed acceptable to Lender), in the amount of $10,000,000,
insuring the life of Guarantor with Lender named as the sole beneficiary, nntil all obligations
pursuant to the Agreement have been fully satigfied,

(C)  Borrower agrees to provide Lender with a separate personal gnaranty from
Guarantor, guaranteeing all of Borrower’s obligations wader the Loans Documents, and this
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Agreement, and such Guaranty shall be in commercially reasonable form for a lender loaning a
similar aggregate amount of money to a borrower ag Lender is loaning in the aggregate to
Borrower, Further, Borrower agrees fo provide a re-affirmation and consent from Guarantor to
restate and re-affirm his personal obligations as set forth in his outstanding personal guarantees
of Lender’s Loans to Borrower, so that the terms and provisions of this Agreement will not cause
or create any waiver of such gnarantees, but rather will ratify and guarantee all of the Borrower's
obligations, as such obligations may be increased by the actions of Lender and Borrower
pursuant to the terms and provisions of this Agreement.

(D) Borrower agrees to provide Lender with a separate covporate guaranty from New
Guarantor, guaranteeing all of Borrower’s oblipations under the Loans Docwments, this
Agreement, and the Additional Loan (defined herein) to be secured by a lien against all of New
Guarantor’s inventory, aceounts, and assets,

(B)  Except for Lender, Borrower agress to confinne to pay the interest due to the
Other Lenders for loans secured by any of the Properties, and any other similarly situated lender
on a timely basis and to keep each of such loans current and in compliance with their respective
terms,

(F)  Bowrower has arranged for private outside financing (the “Outside Funds™),
which is to be provided to Borrower in the approximate amounts and on the following
prospective schedule: (i) approximately $1,000,000 on or before March 20, 2014; (ii)
approximately $1,000,000 on or before May 26, 2014, (iif) approximately $1,000,000 on or
before July 15, 2014; and (1v) approximately $1,200,000 on or before September 15, 2014, Such
Outslde Funds shall be used exclusively for the pay-off of the Other Lenders and any other
similarly situated lender: to pay interest payments to similarly situated lenders; to pay repair
and/rehab expenses associated with the collateral for the Loans, or to meke any other payment
that, in Borrower’s reasonable judgment, is for the mutual benefit of Borrower and Lender, Any
balance remaining shall be paid to Lender to reduce the amount of Lender’s Additional Loan to
Borrowet, as provided herein,

(@)  Borrower has agreed to inform Lender of all of the terms of Borrower’s
transactions to obtain the Ouiside Funds and the security provided for such Outside Funds,
Lender agrees to keep such information on a confidential basis, provided, however, Lender will
be able to provide such terms and information to its Investors, legal counsel, accountants and
other applicable professionals on a confidential basis.

()  During the term of this Agreement, Borrower, Guarantor and New CGuarantor
agree to use good faith efforts to satisfy and pay-off any and all financial obligations secured by
liens in favor of the applicable Other Lender with respect to a Property, The Borrower and
Lender shall cooperate to agree upon a sequencing schedule (which will need to be adjusted on a
reasonable basis) to satisfy and release the liens of the Other Lenders on the applicable
Properties. Borrower agrees o use its Good Faith Efforts to cause the liens of the Other Lenders
to be satisfied and released on or before nine (9) months from the execution of this Agreement,
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M Borrower, Guarantor, New Guarantor and Lender acknowledge and agree that this
Agreement shall not constitute nor create a joint venture or partnership arrangement between or
among Lender and any of the Borrower or Guarantor,

@) If Borrower, Guarantor or New Guarantor fail to pay any sum or to perform any
covenant, agreement or obligation owed to Lender under any of the Loans Documents, as
modified by this Agreement, Borrower agrees to provide any additional collateral (“Additional
Security™) to Lender, as may be requested by Lender, to secure Borrower’s existing obligations
to Lender and to secure the additional obligations that Lender is agreeing to provide pursuant to
this Agreement.

(K)  Execution, delivery and filing or recording (with all costs thereof paid by
Borrower) of all documents and instruments required to create the required liems on the
respective Properties as required by the Loans Doecuments or to create a security interest in any
Additional Collateral.

() Asmore fully set forth in Section 12, Borrower agrees to reimburse all costs and
expenses, including without limitation attorneys’ fees, incurred by Lender in connection with this
Agreement (or the effect of this Agreement on Lender’s business and with its investors).

7, Lender’s Actions. Subject to the full cornpliance of Borrower, Guarantor, and
New Guarantor to each of their respective obligations, as detailed in this Agreement, the Lender
will perform the following obligations:

(A)  Lender has increased the Loan amount applicable to certain of the Properties
referenced in Bxhibit A up to 120% of the loan-to-value (“LTV”) ratio of the value of the
respective Properties, as determined by Lender. The additional funds advanced to Borrower
have been used to pay off the Other Lender and release its security interest in that Property.

(B) In connection with the sale of a Property to an independent third party or new third
party financing of any of the Properties referenced in Exhibit A, Lender agrees to work
reasonably with Borrower, Guatantor and New Guarautor to provide additional fimds to
Borrower fo pay off the respective Loans of the Other Lender and Lender secured by a lien
against the applicable Property so that the respective security interests in the respective Property
will be released at the Closing of the sale or new financing of the Property, The additional funds
provided by Lender to Borrower in connection with such third party sale or new third party
financing of such Properties shall be evidenced by a new loan to Borrower, Guarantor, and New
Guarantor, jointly and severally, in an amount up to $5.0 Million US Dollars, which loan is to
provide for multiple advances, earn 18% interest, with monthly principal and interest payments
(caloulated pursuant to a formula consisting of all outstanding interest and 3% of outstanding
principal), and all unpaid interest and outstanding principal shall be all due and payable on or
before February 1, 2016 (the “Additional Funds Loan™), The Additional Funds Loan will
include a Default Interest Rate of 29%. Upon the sale or refinance of the Property securing the
Additional Loan (pursuant to Section 7 (D), the outstanding principal balance of the Additional
Funds Loan shall be paid down so that the outstanding principal balance is reduced to an amount
of $4.0 Million US Dollars or less and the promissory note evidencing the Additional Funds
Loan shall be modified to reduce the maximum outstanding principal to $4.0 Million US Dollars.
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The promissory note to evidence the Additional Funds Loan shall be in comumercially reasonable
form for a lender loaning a similar aggregate amount of money on a partially unsecured basis to
a borrower as Lender is loaning in the aggregate to Borrower, Guarantor, and New Guarantor,
Full Payment of the Additional Funds Loan shall be secured by a lien against the inventory and
assels of the New QGuarantor, which shall be evidenced by a security agreement and financing
statement in commercially reasonable form to secure a lender loaning a stmilar aggregate amount
of money to a borrower as Lender is loaning in the aggregate fo Borrower pursuant to the
Additional Funds Loan, If Bomrower, Guarantor ,or New Guarantor fail to pay any sum or to
perform any covenant, agreements or obligation owed to Lender under the Additional Funds
Loan, this Agreement, or any of the Loans Documents, as modified by this Agreement, Borrower
and Guarantor agree to work with Lender to provide any additional collateral available
(“Additional Funds Collateral™) to Lender, as may be requested by Lender, to seoure the
obligations pursuant to the Additional Funds Loan for the benefit of Lender.

(C)  Lender will defer (but not waive) the collection of interest from the Borrower on
the Loans to the Borrower during the process to fund the amount due to the Other Lenders; and
all deferred interest on the Notes from Borrower shall be paid to Lender on or before the payoff
of the respective Note, '

(D) Lender has provided a new loan to Borrower and Guarantor, jointly and severally,
in the amount up to $1 Million US Dollars, which loan is to provide for multiple advances, and
currently accrues 3% annual interest (which imterest shall be calculated based upon, and
periodically adjusted as necessary, to equal the interest costs to Denny Chiftick on his line of
credit from Bank of America plus %%) with monthly principal and interest payments (caleulated
pursuant to a formula consisting of all oufstanding interest and 3% of outstanding principal
balance), all unpaid interest and outstanding principal shall'be all due and payable on or before
February 1, 2016, and such loan shall be secured by a first lien position against certain real
property in Scottsdale, AZ (the “Additional Loan”). The Additional Loan will include a Defanlt
Interest Rate of 29%. The promissory note to evidence the Additional Funds Loan shall be in
commercially reasonable form for a lender loaning a similar aggregate amount of money on a
partially unsecured basis to a borrower as Lender is loaning in the aggregate to Borrower and
Guarantor, Upon the sale or refinancing of such Property, Borrower and Guarantor will arrange
for the Additional Loan to be secured by a lien against certain real property or properties, with
the properties and the lien position to be approved by Lender, in its sole discretion, and the
obligation is to be personally guaraunteed by New Guarentor, Further, upon the sale or refinance
of such Property, Borrower, Guarantor and Lender shall modify the Additional Funds Loan to
reduce the maximum outstanding balance to $4.0 Million US Dollars,

(B)  Provided that Borrower, Guarantor and New Guarantor each complies with all of
its respective obligations under this Agreement, Lender will waive the right to charge the Default
Interest rate which is permitted pursuant to the terms of the Loans Documents. If any of
Borrower, Guarantor or New Guarantor fails to comply with its respective obligations under this
Agreement, Borrower shall then be liable for Default Interest at the Default Interest rate set forth
in the Loan Documents on all outstanding Notes,

(F)  Upon the complete and full satisfaction by Borrower, Guarantor and New
Guarantor (the “Borrower Entitles™) of each and every obligation, term, condition and
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requirement of the Borrower Entities set forth in and pursvant to this Agreement, the Loans
Documents anc/or any other document executed in connection with this Agreement and/or the
Loans Documents, Lender, Borrower, Guarantor and New Guarantor agree to and will execute a
mutual release and covenant not to sue (or pursue) the Borrower and/or Guarantor in any legal
action based upon the facts set forth in the Recitals to this Agreement,

8, Grace and Cure Periods. If Borrowet, Guarantor or New CGuarantor fail to
comply with any non-monetary obligation undertaken by it through. this Agreement or any of the
Loans Documents, or any of the documents executed In connection with this Agreement
(collectively, the “Forbearance Documents™), the Borrower Entities shall be in default of thig
Agreement if none of the Borrower Entities fails to satisfy the non-monetary obligation within
ten (10) business days of receiving email or telephonic notice from Lender. No such notice shall
be required if any of the Borrower Entities fail to comply with any monetary obligation in favor
of Lender under the Forbearance Documents. Except for the non-monetary notice required
above, all other notice provisions of the Forbearance Documents requiring any other notice to
Borrower or Borrower Bntities or any other person as a condition precedent to the existence of
any breach, default or event of default or to any acceleration or other remedial action by Lender,
pormitting or granting any grace petiod after the giving or receipt of any notice for the cure of
any breach, defanlt or event of default under the Forbearance Documents prior to acceleration or
other remedial action by Lender are hereby deleted, and all Forbearance Documents are hereby
modified accordingly.

9, No Knowledge of Clajims and Defenses against Lender, As a material patt of
the consideration for Lender’s execution of this Agreement, Borrower, Guarantor and New
Guarantor each hereby represent and warrant to Lender and its officers, directoss, shaveholders
and its affiliates that neither the Borrower nor Guarantor are aware of any liabilities, obligations,
actions, claims, causes of action, suits, proceedings, damages, demands, costs and expenses
whatsoever that would give tise to, or be the basis for, or to create an obligation owed by Lender
to Bomrower or Guarantor (except as set forth in this Agreement) (collectively, “Potential
Claims™) or any action, failure to act, facts or ciroumstances that could give rise to or be the
basis for or to create a Potential Claim, including but not limited to any of the foregoing relating
to the making, administration or enforcement of the Loans. Without limiting the foregoing,
Borrower and Guarantor hereby unconditionally and {rrevocably waive any and all defenses and
claims existing or arising (or based on facts or circumstances actually or allegedly existing or
arjsing) prior to or on the date of this Agreement which might otherwise limit their unconditional
joint and several liability for all sums due under the Loans as set forth in this Agreement,

10,  Further Documents, Borrower, Guarantor, and New Guarantor each hereby
agree to execute any and all further documents and instruments required by Lender and to do all
other acts and things necegsary to give effect to the terms and provisions of this Agreement
and/or to create and perfect all liens and security interests granted to Lender under the Loans
Documents or required under this Agreement.

11, Authorization of Agreement. The execution and delivery of this Agreement has
been duly anthorized by all necessary corporate or partnership action of Borrower, Guarantor (as
applicable) and New Guarantor, and the individuals executing this Agreement on behalf of
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Borrower, Guarantor and/or New Guarantor have been duly authorized and empowered to bind
Borrower, Guarantor and/or New Guarantor by such execution,

12.  Costs and Kxpenses, Borrower hereby agrees to pay on demand any and all foes,
costs and expenses, including but not limited to attorneys’ fees, incurred by Lender in connection
with: (A) the negotiation, preparation, filing and/or recording of this Agreement and all other
documents and instruments required to give effect to this Agreement and/or to create and perfect
the liens, security interests, assignments and/or pledges contemplated hereunder or under the
Loans Documents and such disclosure to Lender’s investors as necessary to provide an updated
disclosure concerning Botrower’s Default and the terms of this Forbearance Agreement,
provided, however, the legal fees incurred in connection with this subsection A, to prepare and
implement this Agreement and the necessary initial updated disclosure to Lender’s investors in
connection with Borrower’s Default and the terms of this Forbearance Agreement shall be
limited by a total and cumulative cap of $80,000; (B) the issuance to Lender of any and all title
reports, amendments and title insurance; (C) any investigation fees and/or other fees and costs
incurred by Lender in connection with this Agreement and/or the Loans Documents (or the effect
of this Agreement on Lender’s business and with its investors); (D) the default of Botrower in
connection with. the Loans Documents, or the existing and/or any future lien disputes with any of
the Other Lendets or any other similarly situated lenders; and/or (B) the collection of the Loans
and/or the enforcement of this Agreement and/or the Loans Documents and/or any other
document executed in connection with this Agreement and/or the Loans Documents. The Parties
acknowledge that the cumulative cap of $80,000 is only applicable to legal fees, incurred
pursuant to subsection A above, Guarantor and New Guarcantor shall each be liable for all of their
respective foregoing costs and expenses pursnant to their respective guarantees. Lender shall
have no liability whatsoever for any of the foregoing.

13, Time of the Essence, Time is of the essence of all agreements and obligations
contained herein,

14, Construction of Agreement. If any provision of this Agreement conflicts with
any provision of any Loans Documents, the applicable provision of this Agreement shall control.

As nged herein, words of masculine, feminine or neuter gender shall mean and include
the correlative words of the other genders, and words importing the singular number shall mean
and include the plural number, and vice versa.

The titles and captions in this Agreement are used for convenience of reference only and
do not define, limit or control the scope, intent or effect of any provisions of this Agreement,

No inference in favor of, or against, any Party shall be drawn from the fact that such
Party has drafted all or any portion. of this Agreement, any other document required hereunder or
in connection with any Loans Documents,

All parties were advised to and were given the opportunity to consult with independent
counsel hefore executing this Agreement and the Forbearance Documents,

15, Ratification and Agreements by Guarantor, Guarantor hereby acknowledges
and consents to the terms of this Agreement, agrees to be bound by all terms and provigions
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hereof and of any and all documents and instruments executed by Borrower in connection with
and/or as contemplated in this Agreement; acknowledges and confitms that Guarantor is and
shall remain liable for all indebtedness and obligations now or hereafter owed by Borrower to
Lender in connection. with the Loans (pursuant to this Agreement and the Loans Documents ot
otherwise); agrees that Guarantor’s said liability shall not be released, reduced or otherwise
affected by the execution of this Agreement, by any changes in the effect of the Loans
Documents wnder the ferms of this Agreement, by Lender’s receipt of any additional collateral
for the Loans, by the consummation of any transactions relating hereto, or by any other existing
fact or circumstance; ratifies the Guaranty as security for the Loans; and confirms that the
Guaranty remains in firll force and effect.

16.  Entire Agreement: No Oral Agreements Concernjng Loans. The Recitals set
forth at the beginning of this Agreement are incorporated into this Agreement as a material part

of this Agreement. This Agreement constitutes the entire agreement of the parties concerning
the subject matter hereof, which agreement shall not be varied by any alleged or actual oral
statements or parol evidence whatsoever, Lender has not promised or agreed in any manner to
extend the matutity of the Loans, to restructure the Loans or any security therefor, to modify any
terms of the Loans Documents or the effect thereof, to forbear in the commencement, exercise or
pursuit of any right or remedy Lender has under the Loans Documents or applicable law, to
release or adversely affect any lien or security interest previously or concurrently granted in
favor of Lender, or to forego the benefit of any term, provision or condition of the Loans
Documents, except as may be otherwise specifically provided in this Agreement and subject in
all ingtances to strict compliance by Borrower, Guarantor and New Guarantor with all terms and
conditions of this Agreement, Except as specifically provided in this Agreement (and so long as
each of the Borrower Entities are in compliance with the terms of this Agreement), Lender has
not agreed or become obligated, whether by negotiating or executing this Agreement or
otherwise, to make any new Loans or to extend any new credit to Borrower, Guarantor or New
Guarantor under any circumstances,

17.  Ratification of Workout. The Parties acknowledge and agree that the terms and
conditions of this Agreement are part of but not the entire body of a mutval workout arrangement
between the parties for a resolution of a digpute regarding the Loans. Borrower, Guarantor and
New CGuarantor each hereby ratify, consent to, and agree to all of Lender’s actions, from
November 27, 2013, to the date first stated above, regarding and/or related to the claims of the
“Other Lenders alleging that the encumbrances for their loans were in first priority for the subject
Properties; with the actions of the Lender including, without limitation, Lender lending Borrower
an additional amount of approximately $5,000,000, in the aggregate, with said fonds being used
towards satisfaction of certain loans from the Other Lenders. Borrower, Guarantor and New
Guarantor cach ratify and agree that the Lender’s loans for said Propertios have increased by the
amounts that Lender paid toward satisfaction of the respective Other Lenderg’ loans for the
subjoect Properties and Lender’s Loans will continue to Increase by the amount that Lender will
advance to Borrower (or pay toward) for the satisfaction of the respective Other Lenders® Loans
or in connection with Lender's rights or obligations pursuant to the Loans Docmnen‘cs as
modified by this Agreement,

18, Confidentiality, In connection with or based upon the facts underlying this
Agreement, the Parties agree not to assist, suggest, notify, or recommend that third parties
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investigate or pursue any requests for information, claims, or litigation relating to any of the
Parties, their officers, directors, shareholders, owners, employees, consultants, attorneys, agents,
successors, affiliates, subsidiaries, parents, heirs, representatives, and assigns, Each Party shall
refrain from making any disparaging or negative statemerts or comments about the other Parties
to any third parties, inclnding any derogatory statements or criticism, Except as set forth below,
the Parties further agree that; (I) the material terms of the Agreerment and the material facts
underlying the Agreement are intended to remain confidential; and (i1) they agree not to disclose,
or cause others to disclose, to anyone the material terms stated in this Agreement or the material
facts underlying this Agreement; provided, however, these disclosure limitations set forth in ()
and (if) above are subject to the following exceptions: a) except as such. facts are set forth in the
applicable public records, or b) except as may be required to be disclosed to any governmental
agency or authority with applicable jurisdiction (after notice to the other Party and an
opportunity to object to such required disclosure), or ¢) except as may be disclosed to such
Party’s outside professionals, or d) except as may be necessary for Lender to disclose to Lender’s
current or future investors (which disclosure is intended to be limited as described below), With
respect to the limitation on Lender’s disclosure to its investors as referenced above, Lender
agrees to use its good faith efforts to limit such disclosure as much as legally possible pursuant to
the applicable SEC Regulation D disclosure rules, which limitation is intended to have Lender
only deseribe: 1. the-multiple Loans secured by the same Properties, which created the Loans
Defaults; 2. the work-out plan pursuant to this Agreement fn connection with the steps to be
taken to resolve the Loans Defaults; 3. the work-out plan shall also include disclosing the
previous additional advances that Lender has made and the additional advances that are intended
to be made by Lender to Borrower pursuant to this Agreement in conunection with increases in
the loan amount of certain specific Loans (up to 120% of the LTV of the applicable Property
being used as security for that Loan), the additional advances pursuant to both the Additional
Loan and the Additional Funds Loan; and 4. the cumulative effect that all of such additional
advances to Borrower will have on Lender’s business plan. that Lender has previously disclosed
to its investors in Lender’s private offering documents and which Lender committed to follow,
including the overall LTV loan ratlos for all of Lender’s outstanding loang to its borrowers in the
aggregate and the concentration of all of Lender’s outstanding loans among all of its
borrowers. Further, Lender will use its good faith efforts not to include the names of Borrower,
Gluarantor, or New Guarantor in Lender’s disclosure material, Lender will also provide
Borrower with a copy of the applicable disclosure prior to dissemination to Lender’s investors
and allow Borrower to have 48 hours to review and comment upon such disclosure,

19, Counterparts. This Agreement may be executed in several counterparts, sach of
which counterpart shall be deemed an original instrument and all of which together shall
constitute a single Agreement. The fallure of any party hereto to execute this Agreement, or any
counterpart hereof, shall not relieve the other signatories from their obligations hereunder,

20,  Notices. All notices, consents, approvals and requests required or permitted
heveunder shall be given in writing and shall be effective for all purposes if haod delivered or
sent by (a) certified or registered United States mail, postage prepaid, returm receipt requested or
(b) expedited prepaid delivery service, sither commercial or United States Postal Service, with
proof of attempted delivery, or (¢) by email addressed as follows (or at such other address and
person as shall be designated from time to time by any party hereto, as the case may be, in a
written notice to the other partios hereto in the manner provided for in this Paragraph):
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Arizona Home Foreclosures, LLC Easy Imvestments, LLC

7320 West Bell Road 7320 West Bell Road

Glendale, AZ 85308 Glendale, AZ 85308

Attention: Scott Menaged Attention: Scott Menaged

Fmails smena8754@acl.com Email; stenad8754@aol.com
Yomotov, “Scott” Menaged Furniture King, LLC

7320 west Bell Road 303 North Central Avenue, Suite 603
Glendale, AZ 835308 Phoenix, AZ 85012

Email; smena®8754@aol.com Attention: Scott Menaged

Email: smena98754@aol.com
DenSco Investment Corporation
6132 West Victoria Place
Chandler, AZ 85226
Attention: Denny Chittick
Email: demoney@yahoo.com.

21, Choice of Law, THIS AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF ARIZONA.
WITHOUT GIVING EFFECT TO CONFLICT OF LAWS PRINCIPLES,

22.  Severability, If any provision of this Agreement is found to be void, invalid or
unenforceable by a court of competent jurisdiction, that finding shall only affect the provisions
found to be void, invalid or unenforceable and shall not affect the other of this Agreement, and
they shall remain in full force and effect,

23, Event of Default. The failure to pay any amount due under this Note when due,
or any occurrence of a faflore fo oure any non-monetary default under any of the Forbearance
Documents or any other Loan Documents after the appropriate notice required in Section 8 of
this Agreement, shall be deemed to be an event of default (“Bvent of Default”) hereunder,

24,  Remedies, Upon the occutrence of an Bvent of Default and at any time
thereafter, then at the option of the Lender, and with notice only as specifically required in this
Agreement, the entive balance of principal together with all accrued interest thereon, and all other
amounts payable by the Borrower Entitics under the Forbearance Documents shall, without
demand or notice, immediately become due and payable, Upon the occurrence of an Event of
Default (and so long as such Bvent of Default shall continue), the entire balance of principal
hereof, together with all accrued interest thereon, all other amounts due under the Forbearance
Documents, and any judgment for such principal, interest, and other amounts shall bear interest
at the Default Interest Rate, as provided in the Additional Funds Loan. No delay or omission on
the part of the Lender hereof in exercising any right under any of the Forbearance Documents
hereof shall operate as a waiver of such right

25, Walver, The Borrower Entities hereby walve diligence, demand for payment,
presentment for payment, protest, notice of nonpayment, notice of profest, notice of intent to
accelerate, notice of acceleration, notice of digshonor, and notice of nonpayment, and all other
notices or demands of any kind (except notices specifically provided for in the Forbearance
Documents) and expressly agree that, without in any way affecting the lability of any of the
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Borrower Entities, the Lender hereof may extend any maturity date or the time for payment of
any payment due under any of the Forbearance Agreements, otherwise modify the Forbearance
Documents, accept additional security, release any person liable, and release any security, The
Borrower Entities waive, to the full extent permitted by law, the right to plead any and all
statutes of limitations as a defense.

27, Integration, This Agreement contains' the complete understanding and
agreement of the Bomower Euotities and Lender and supersedes all prior representations,
warranties, agreements, arrangements, understandings, and negotiations.

28, Binding Effect. This Agreement will be binding upon, and inure to the benefit
of, the Lender, the Borrower Entities, and their respective successors and assigns. Borrowers
may not delegate their obligations under the Forbearance Documents,

[SIGNATURE PAGE TO FOLLOW]
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IN WITNESS WHEREOF, the undersigned Parties have execufed this Agreement on

the date first above written.

Borrower:

ARIZONA HOME FOR;E?/OSURES, LLC
, s
W
By: . m«-'/ el
Yomtov “Stott” Menaged
Tts: Member

BASY INVESTMENTS

) AL N
By: A W

Yomtov “Scott” Menaged
Its: Member

Guarantor: @Z/WMWW
A
,./"M

Yomtov “Seott” Menaged

New Guarantor:

FURNITURE KjN;? [T

By: ;
© Yomotov “Scott” Menaged
Tts: Manager

Lender:

Tts: President

{Signature Page of Forbearance Agreement}
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On Saturday, February 8, 2014, Goulder, Jeffrey <jeffrey.goulder@stinsonleonard.com> wrote;

Scott - Here is Beauchamp's response. It is more rational than | expected, but we still have some deal points to
work through. Please review so we can talk on Monday.

Begin forwarded message:

From: "Beauchamp, David G." <DBeauchamp@ClarkHill.com<mailto:DBeauchamp@ClarkHill.com>>
Date: February 7, 2014 at 7:37:22 PM MST

To: "Goulder, Jeffrey (jeffrey.goulder@stinsonleonard.com<mailto:jeffrey. goulder@stinsonleonard com>)"
<jeffrey.qoulder@stinsonleonard. com<mailto:jeffrey. goulder@stinsonlecnard.com>>

Cc: "Denny J. Chittick (demoney@yahoo.com<mailto.demoney@yahoo.com>)"
<demoney@yahoo.com<mailtoidemoney@yahoo.com>>

Subject: Workshare Professional Document Distribution

" EXHIBIT NO. OL
020,

J. Lenschow, RMR #501 92




Jeff:

Based on your previous changes, the Forbearance Agreement would be prima facia evidence that Denny
Chittick had committed securities fraud because the loan documents he had Scott sign did not comply with
DenSco’s representations to DenSco’s investors in its securities offering documents. Unfortunately, this
agreement needs to not only protect Scott from having this agreement used as evidence of fraud against him in a
litigation, the agreement needs to comply with Denny’s fiduciary obligations to his investors as well as not
become evidence to be used against Denny for securities fraud.

The previous version that | had sent to you was basically a complete rewrite of our standard forbearance
agreement that | have used in almost 200 forbearance agreements over the last 10 years. The previous version
that [ sent to you was intended to be as fair as possible while setting forth all of the business points that both
Denny and Scott had told me in a meeting and over several conference calls. (Scott specifically did agree to pay
all costs and related costs in this matter. Scott also proposed and agreed to the $10 million life insurance policy,
because they now believe that the outstanding loan balance will be much higher than the previous estimate. The
higher loan balance will result in a significant unsecured portion if anything happens to Scott and the Properties
are liquidated.)

In addition to the business points, we had intended to make the dogument as balanced as possible. We wanted
the document to set forth the necessary facts for Denny to satisfy his securities obligations to his investors
(including that the original loans had to have been written and secured by a first lien on real property and that the
workout agreed to by Denny complied with his workout authorization) without having Scott have to admit facts
that could cause trouble to him. | had been informed that since “Dan’s litigious group” had agreed to get paid off,
Scott was not as concerned with stating facts and legal conclusions in the document, but your changes indicated
that you are still very concerned. If you do not want the conclusions to be stated in the document, then we have
to use another approach.’

To try to balance the respective interests, | have inserted sections from the loan documents into the Forbearance
Agreement. Referencing the language of the Loan Documents is needed to satisfy Denny’s fiduciary obligations,
but | have also modified the other provisions so that Borrower is not admitting that it was required to provide first
lien position in connection with the loans, Further, | have inserted a parenthetical that “(though Guarantor
acknowledged no fault)’ in the section where Guarantor (Scott) advises Denny of the additional liens on the
Properties. We are also using the Borrower's failure to subordinate or remove the additional hens in10 days as
the applicable default.

Bottom line: Borrower does not admit that the existing loans were to be secured in first lien position, nor that the -
modified loans will be in first lien position. However, Borrower will obtain a lender’s title insurance policy in favor
of Lender that will insure Lender in first lien position as the other liens are extinguished on each Property (unless
DenSco is paid off). Correspondingly, the respective provisions in the Loan Documents are referenced to satisfy
Denny’s fiduciary duties to his investors and the Default is acknowledged so that this workout is consistent with
‘the limitations of the scope of Denny’s authority.

Sincerely, David
‘The following files have been attached to this mail by Workshare Professional...

#200131428v8_ClarkHill_ - Forbearance Agreement (8).DOCX (WORDX)
Forbearance_Ag.Densco(5) - Forbearance Agreement (8).pdf (PDF)

David G. Beauchamp

CLARK HILL PLC ,

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

480.684,1126 (direct) | 480.684,1166 (fax) | 602.319.5602 (cell)
dbeauchamp@clarkhill.com<mailto:dbeauchamp@clarkhill. com> | www. clarkhill. com<http/www. clarkhill. com/>

This electronic mail message contains information which is (a) LEGALLY PRIVILEGED, PROPRIETARY IN
NATURE OR OTHERWISE PROTECTED BY LAW FROM DISCLOSURE;, and (b) intended only for the use of
the addressee named herein. If you are not the addresses, or the person responsible for delivering this to the
addressee, you are hereby notified that reading; copying, or distributing this message is prohibited. If you have
received this message in error, please contact us immediately at the telephone number shown above and take
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immediate steps to delete the message completely from your computer system. Thank you.

IRS Circular 230 Disclosure: To ensure compllance with the requirements imposed by the IRS, we inform you.
that any U.S. federal tax advice contained in this communication (including any attachments) is not intended for
or written to be used, and cannot be used, for the purpose of (a) avoiding any penalties under the Internal
Revenus Code or (b) promoting, marketing, or recommending to another party any fransaction or matter
addressed herein,

LEGAL NOTICE: This e-mail is for the exclusive use of the intended recipient(s), and may contain privileged and
confidential information. If you are not an intended recipient, please notify the sender, delete the e-mail from your
computer and do not copy or disclose it to anyone else. Your receipt of this message is not intended to waive
any applicable privilege. Neither this e-mail nor any attachment(s) establish an attorney-client relationship,
constitute an electronic signature or provide consent to contract electronically, unless expressly so stated by a
Clark Hilt attorney in the body of this e-mail or an attachment

FEDERAL TAX ADVICE DISCLAIMER: Under U. S. Treasury Regulations, we are lnformlng you that, to the
extent this message includes any federal tax advice, this message is not intended or written by the sender to be
used, and cannot be used, for the purpose of avoiding federal tax penalties.

Jeffrey J. Goulder | Partner | Stinson Leonard Street LLP

1850 N. Central Avenue, Suite 2100 | Phoenix, AZ 85004-4584

T: 602.212.8531 | M: 602.999.4350 | F: 602.586.5217

leffrey. aoulder@stinsonieonard.com | www.stinsonleonard.com=http:.//www.stinsonleonard.com>

Stinson Leonard Street LLP is officially open for business! Please update your records to reflect the new email -
address and firm name.

Please consider the environment before printing this e-mail,

This communication (including any attachments) is from a law firm and may contain confidential and/or privileged
information. If it has been sent to you in error, please contact the sender for instructions concerning return or
destruction, and do not use or disclose the contents to others.

Total Control Panel

To: giess@biz.law Remove this sender from my allow list
From: smeny98734@aol.com

You received this message because the sender is on your allow list.

Login -



DenSco Investment Corporation
Yomtov Scott Menaged, et al. Loans

Denny Chittick’s Notes
Loan Due/Payoff
No. Who? Borrower Property Address City, Zip Amt of Loan Est. Vilue LTV Date Note Due Date Daily Int. |Status Payment Notes
3736 Easy  Michelle Menaged 9103 E Charter Oak Dr Scottsdale, 85260 400,000.00  800,000.00 50.00% 10/12/12  04/12/13 12/12/13 200.00 {Refmancing Paid 390 days  refinace himself
3828 Easy  Easy Investments, LLC 1605 W Winter Dr Phx, 85021 477,352.68 57500000 83.02% 11/13/12  05/13/13 12/13/13 238.68 |in escrow Paid 360 days  7/6s/b 7/15
3883 Easy  Easy Investments, LLC 9555 E Rainiree Dr #1004 Scottsdale, 85260 152,00000 18500000 82.16% 12/13/12  06/13/13 12/13/13 76.00 |in escrow Paid 330 days  7/6 s/b 7/17
3885 Easy  Jess Menaged 9555 E Raintree Dr #1020 Scottsdale, 85260 76,827.14  185000.00 41.53% 12/13/12  06/13/13 12/13/13 3841 {OnMarket  Paid 330 days .
4523 Easy  Arizona Home Foreclosures, LLC 10125 E Lobo Ave Mesa, 85209 210,000.00  258,000.00 81.40% 08/14/13 02/14/14 12/14/13 105.00 {OnMarket  Paid90days  payoffasyou receive in funds
4604 Easy  Arizona Home Foreclosures, LLC 707 E Potter Dr Phx, 85024 170,000.00  260,000.00 6538% 09/25/13  03/25/14 12/25/13 85.00 {OnMarket  Paid 60 days
8005 Easy  Arizona Home Foreclosures, LLC 6013 E Egret St Cave Creek, 85331 200,200.00  250,000.00 80.08% 05/20/16 11/20/16 06/20/16 100.10 |Closing 6/22 5 these are the dates that they
8008 Easy  Arizona Home Foreclosures, LLC 14883 W Bloomfield Rd Surprise, 85375 201,300.00 26500000 7596% 05/23/16 11/23/16 06/23/16 100.65 |Closing 6/22 1 were paid off but the cash was
8016 Easy  Arizona Home Foreclosures, LLC 9343 E Bahia Dr Scotisdale, 85260 1,556,800.00  ###LHERHE T74.13%  05/25/16 11/25/16 06/25/16 778.40 {Closing 6/23 2 never sent to me
8017 Easy  Arizona Home Foreclosures, LLC 9029 E McDowell Rd Mesa, 85207 589,50000  758,000.00 77.77% 05/26/16 11/26/16 06/26/16 294.75 [Closing 6/22 2
8018 Easy  Arizona Home Foreclosures, LLC 25173 N 73rd Lane Peoria, 85382 407,800.00  499,000.00 81.72% 05/26/16 11/26/16 06/26/16 20390 [Closing 6/24 2
8019 Easy  Arizona Home Foreclosures, LLC 5710 W Desperado Way Phx, 85083 48840000  580,000.00 84.21% 05/26/16 11/26/16 06/26/16 244.20 [Closing 6/24 1
8021 Easy  Arizona Home Foreclosures, LLC 7431 E Nora St Mesa, 85207 268,500.00  325000.00 8262% 05/27/16 11/27/16 06/27/16 13425 [Closing 6/28 4
8022 Easy  Arizona Home Foreclosures, LLC 13834 N Buming Tree Pl Phx, 85022 237.400.00 285,000.00 8330% 05/27/16 11/27/16 06/27/16 118.70 |Closing 6/28 3
8023 Easy  Arizona Home Foreclosures, LLC 10418 E Champagne Dr Sun Lakes, 85248 271,100.00  325,000.00 8342% 05/27/16 11/27/16 06/27/16 135.55 {Closing 6/22 3
8025 Easy  ArizonaHome Foreclosures, LLC 4106 W Saint Kateri Rd Phx, 85041 23440000 287,000.00 81.67% 05/27/16 11/27/16 06/27/16 11720 {Closing 6/27 1
8026 Easy  Arizona Home Foreclosures, LLC 14850 W Robsor Cir N Goodyear, 85395 348,500.00  425,000.00 82.00% 05/31/16 11/30/16 06/30/16 174.25 |Closing 6/27 2
8027 Easy  Arizona Home Foreclosures, LLC 4377 N 157th Lane Goodyear, 85395 386,900.00 47500000 81.45% 05/31/16 11/30/16 06/30/16 193.45 |Closing 6/28 5
8028 Easy  Arizona Home Foreclosures, LLC 11329 S Orion Dr Goodyear, 85338 412300.00  499,000.00 82.63% 05/31/16 11/30/16 06/30/16 206.15 |Closing 6/24 4
8029 Easy  Arizona Home Foreclosures, LLC 914 W Whitten St Chandler, 85225 399,100.00  480,000.00 83.15% 05/31/16 11/30/16 06/30/16 19955 |Closing 6/27 4
8030 Easy  Arizona Home Foreclosures, LLC 5922 W Gail Dr Chandler, 85226 278300.00  360,000.00 7731% 05/31/16 11/30/16 06/30/16 139.15 |Closing 6/24 3
8032 Easy  Arizona Home Foreclosures, LLC 9904 E Keats Ave Mesa, 85209 . 251,800.00 310,000.00 8123% 06/01/16 12/01/16 07/01/06 12590 {Closing 6/27 3
8034 Easy  Arizona Home Foreclosures, LLC 851 E Aberdeen Dr Gilbert, 85298 243,100.00 285,000.00 8530% 06/01/16 12/01/16 07/01/06 121.55 {Closing 6/23 1
8035 Easy  Anzona Home Foreclosures, LLC 1610 W Joan de Arc Ave Phx, 8502% 149300.00  195,000.00 76.56% 06/01/16 12/01/16 07/01/06 74.65 |[Closing 6/22 4
8036 Easy  Arizona Home Foreclosures, LLC 7140 E Medina Ave Mesa, 85209 296,500.00  355,000.00 83.52% 06/01/16 12/01/16 07/01/06 148.25 [Closing 6/27 3
8039 Easy  Arizona Home Foreclosures, LLC 7531 N Silvercrest Way PV, 85253 1,554,300.00 #HHEHEHAHH 79.71%  06/02/16 12/02/16 07/02/16 777.15 |Closing 6/28 2
8040 Easy  Arizona Home Foreclosures, LLC 2320 E Avenida Del Sol Phx, 85024 302,500.00 399,000.00 75.81% 06/03/16 12/03/16 07/03/16 151.25 [Closing 6/28 2
8041 Easy  Arizona Home Foreclosures, LLC 13300 E Via Linda #2056 Scottsdale, 85259 346,800.00 440,000.00 78.82% 06/03/16 12/03/16 07/03/16 173.40 |{Closing 6/30 6
8042 Easy  Arnzona Home Foreclosures, LLC 13503 E Charter Ozk Dr Scottsdale, 85259 349,500.00 450,000.00 77.67% 06/03/16 12/03/16 07/03/16 174.75 {Closing 6/30 5
8044 Easy  Arizona Home Foreclosures, LLC 6615 W Via Dona Rd Phx, 85083 32840000 390,000.00 84.21% 06/06/16 12/06/16 07/06/16 16420 |Closing 6/30 7
8045 Easy  Arizona Home Foreclosures, LLC 9267 E Desert Arroyos Scottsdale, 85255 751,800.00  $00,000.00 83.53% 06/06/16 12/06/16 07/06/16 375.90 {Closing7/1 6
8046 EBasy  Arizona Home Foreclosures, LLC 1134 W Mulberry Dr Chandler, 85286 319,600.00 399,000.00 80.10% 06/06/16 12/06/16 07/06/16 159.80 |Closing 6/28 1
8047 Easy  Arizona Home Foreclosures, LLC 15126 W Rounder Dr Surprise, 85374 277,500.00 365,000.00 76.03% 06/06/16 12/66/16 07/06/16 138.75 |Closing 6/29 1
8048 Easy  Arizona Home Foreclosures, LLC 4808 N 24th Street #421 Phx, 85016 305,100.00  375,000.00 8136% 06/07/16 12/07/16 07/07/16 152.55 |Closing 7/5 3
8049 Easy  Arizona Home Foreclosures, LLC 2513 E Mescal St Phx, 85028 29440000 34500000 8533% 06/07/16 12/07/16 07/07/16 14720 |Closng 7/5 4
8050 Easy  Arsizona Home Foreclosures, LLC 8845 N 4th Street Phx, 85020 25940000  299,000.00 86.76%  06/07/16 12/07/16 07/07/16 129.70 {Closing7/5 2
8051 Easy  Arizona Home Foreclosures, LLC 3029 W Marconi Ave Phx, 85053 178,500.00  230,000.00 77.61% 06/07/16 12/07/16 07/07/16 89.25 {Closing 7/1 5
8052 Easy  Arizona Home Foreclosures, LLC 1126 E Utopia Rd Phx, 85024 149,100.00  175,000.00 8520% 06/07/16 12/07/16 07/07/16 7455 {Closing 6/30 1
8053 Easy  AnzonaHome Foreclosures, LLC 3501 W Angela Dr Glendale, 85308 178,100.00  265,000.00 6721% 06/07/16 12/07/16 07/07/16 89.05 {Closing7/1 4
8054 Easy  Arizona Home Foreclosures, LLC 14749 W Lucas Ln Surprise, 85374 169,100.00  220,000.00 76.86% 06/08/16 12/08/16 07/08/16 8455 [Closing 7/1 3
8055 Easy  Arizona Home Foreclosures, LLC 4780 W Piute Ave Glendale, 58308 198,300.00  245,000.00 80.94% 06/08/16 12/08/16 07/08/16 99.15 iClosing 6/3¢ 3
8056 Easy  Arizona Home Foreclosures, LLC 14414 N Centruy Dr Ftn Hills, 85268 298,500.00 345,000.00 86.52% 06/08/16 12/08/16 07/08/16 14925 |Closing 7/5 5
8057 Easy  Arizona Home Foreclosures, LLC 3830 W Laredo St Chandler, 85226 187,400.00  240,000.00 78.08%  06/08/16 12/08/16 07/08/16 93.70 |Closing 6/30 4
8058 Easy Arizona Home Foreclosures, LLC 225 W Denton Ln Phx, 85013 213,800.00 300,000.00 71.27% 06/08/16 12/08/16 07/08/16 106.90 |Closing 6/30 2
8059 Easy  Arizona Home Foreclosures, LLC 43629 N 20th Street ‘New River, 85087 354400.00 535,000.00 6624% 06/08/16 12/68/16 07/08/16 177.20 [Closing 7/6 5
8060 Easy  Arizona Home Foreclosures, LLC 45905 N 33rd Avenue New River, 85087 241,100.00 31000000 77.77% 06/09/16 12/09/16 07/05/16 12055 |Closing 7/5 6
8061 Easy  Arizona Home Foreclosures, LLC 12696 N 77th Avenue Peoria, 85382 284,500.00  330,000.00 8621% 06/09/16 12/09/16 07/09/16 142.25 [Closing 7/6 4
8062 Easy  Arizona Home Foreclosures, LLC 6112 N 31st Court Phx, 85016 63420000  800,000.00 7928% 06/09/16 12/09/16 07/09/16 317.10 [Closing 7/6 3
8063 Easy  Arizona Home Foreclosures, LLC 4150 W Willow Ave Phx, 85029 179,800.00  220,000.00 81.73% 06/05/16 12/09/16 07/09/16 89.50 |Closing 7/6 2
8064 Easy  Arizona Home Foreclosures, LLC 8108 N 33rd Drive Phx, 85051 170,700.00  225,000.00 75.87% 06/09/16 12/09/16 07/09/16 8535 [Closing 7/1 2
8065 Easy  Arizona Home Foreclosures, LLC 2854 E Baars Crt Gilbert, 85297 31580000 410,000.00 77.02% 06/10/16 12/10/16 07/10/16 157.90 |Closing 7/8 1
8066 Easy  Arizona Home Foreclosures, LLC 10586 E Morning Star Dr Scottsdale, 85255 309,400.00 365,000.00 8477% 06/10/16 12/10/16 07/10/16 154.70 |Closing 7/8 2
8067 Easy  Arizona Home Foreclosures, LLC 640 E Bird Ln Litchfield Park, 85340 299,700.00  360,000.00 8325% 06/10/16 12/10/16 07/10/16 149.85 {Closing 7/11 6
8068 Easy  Arizona Home Foreclosures, LLC 7542 E Glenn Moore Rd Scotisdale, 85255 409,500.00  575,000.00 7122% 06/10/16 12/10/16 07/10/16 204.75 |Closing 7/8 3
8069 Easy  Arizona Home Foreclosures, LLC 11509 E Rambelwood Ave Mesa, 85212 25740000  315,000.00 81.71% 06/10/16 12/10/16 07/10/16 128.70 |Closing 7/7 2 o T 2
8071 Easy  Arizona Home Foreclosures, LLC 15713 NRim Rd Surprise, 85374 26730000  360,000.00 8258% 06/13/16 12/13/16 07/13/16 148.65 {Closing 7/8 5 i 3
8072 Easy  Arizona Home Foreclosures, LLC 11843 N 151st Drive Surprise, 85379 264,100.00 310,000.00 85.19% 06/13/16 12/13/16 07/13/16 132.05 {Closing 7/11 4 [ : - : ]
8073 Easy  Arizona Home Foreclosures, LLC 3221 E Campbell Rd Glbert, 85234 256,700.00  380,000.00 67.55% 06/13/16 12/13/16 07/13/16 12835 [Closing 7/11 3 EXHIBIT No é
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DenSco Investment Corporation
Yomtov Scott Menaged, et al. Loans

Denny Chittick’s Notes

Loan Due/Payoff

No. Who? Borrower Property Address City, Zip AmtofLoan  Est. Value LTV Date Note Due Date Daily Int. |Status Payment Notes
8074 Easy  Anzona Home Foreclosures, LLC 28318 N 246th Drive Wittmann, 85361 21320000 27500000 77.53% 06/13/16  12/13/16 07/13/16 106.60 |Closing 7/11 5
8075 Easy  Arizona Home Foreclosures, LLC 2127 N 124th Drive Avondale, 85323 24680000 29900000 8254% 06/13/16  12/13/16 07/13/16 123.40 |Closing 7/11 2
8076 Easy  Arizona Home Foreclosures, LLC 1334 W Sunset Crt Gilbert, 85233 22310000 27500000 81.13% 06/13/16 12/13/16 07/13/16 111.55 [Closing 7/5 1
8077 Easy  Arizona Home Foreclosures, LLC 15023 N Escondido Dr Fin Hills, 85268 385,700.00  450,000.00 86.60% 06/14/16  12/14/16 07/14/16 194.85 {Closing 7/8 4
8078 Easy  Arizona Home Foreclosures, LLC 6021 E Sweetwater Ave Scottsdale, 85254 364,200.00  450,000.00 80.93% 06/14/16 12/14/16 07/14/16 182.10 (Closing 7/7 3
8079 Easy  Arizona Home Foreclosures, LLC 7130 W Softwind Dr Peoria, 85383 471,100.00  550,000.00 85.65% 06/14/16 12/14/16 07/14/16 23555 |Closing 7/7 5
8080 Easy  Arizona Home Foreclosures, LLC 16421 S 17th Dsive Phx, 85045 254700.00  299,000.00 85.18% 06/14/16  12/14/16 07/14/16 127.35 |Closing 7/11 1
8081 Easy  Arizona Home Foreclosures, LLC 2343 W Port Au Prince Ln Phx, 85023 163,800.00  199,000.00 8231% 06/14/16 12/14/16 07/14/16 81.90 [Closing 7/7 1
8084 Easy  Arizona Home Foreclosures, LLC 4561 S Ranger Crt Gilbert, 85297 34790000  490,000.00 71.00% 06/15/16  12/15/16 07/15/16 173.95 {Closing 7/7 4
8085 Easy  Arizona Home Foreclosures, LLC 6436 S 23rd Avenue Phx, 85041 181,600.00 22000000 82.55% 06/15/16  12/15/16 07/15/16 90.80 {Closing7/1 1
8086 Easy  Arizona Home Foreclosures, LLC 375 E Sagebrush St Gilbert, 85296 280,100.00 391,00000 71.64% 06/15/16 12/15/16 07/15/16 140.05 [Closing 7/12 6
8087 Easy  Arizona Home Foreclosures, LLC 1951 E Ivy St Mesa, 85203 178,300.00  220,000.00 81.05% 06/15/16 12/15/16 07/15/16 89.15 |Closing 7/6 1
8088 Easy  ArnzonaHome Foreclosures, LLC 6932 E Loma Land Dr Scottsdale, 85257 24650000 367,00000 67.17% 06/15/16 12/15/16 07/15/16 123,25 {Closing 7/12 8
8089 Easy  Arizona Home Foreclosures, LLC 1843 E Donner Dr Phx, 85042 175,100.00  220,000.00 795%% 06/15/16 12/15/16 07/15/16 87.55 |Closing 7/12 1
8090 Easy  Arizona Home Foreclosures, LLC 7712 N Moonlight LN PV, 85253 1,661.200.00 #HaHHERESRE 73.83%  06/16/16 12/16/16 07/16/16 830.60 [Closing 7/13 2
8091 Easy  Arizona Home Foreclosures, LLC 2733 W Ocaso Cir Mesa, 85202 200,900.00 24500000 B82.00% 06/17/16 12/17/16 07/17/16 100.45 |Closing 7/13 1
8092 Easy  Arizona Home Foreclosures, LLC 7164 W Planada Ln Glendale, 85310 370,100.00  440,000.00 84.11% 06/17/16 12/17/16 07/17/16 185.05 |Closing 7/15 5
8093 Easy  Arizona Home Foreclosures, LLC 21083 W Wycliff Crt Buckeye, 85326 253,300.00 32500000 7794% 06/17/16  12/17/16 07/17/16 126.65 |Closing 7/14 3
8094 Easy  Arizona Home Foreclosures, LLC 14342 W Evans Dr Surprise, 85379 249,700.00  300,00000 8323% 06/17/16  12/17/16 07/17/16 124.85 {Closing 7/15 1
8095 Easy  AnzonaHome Foreclosures, LLC 10301 N 70th Street #234 PV, 85253 113,800.00 17500000 65.03% 06/17/16  12/17/16 07/17/16 56.90 |Closing 7/12 2
8096 Easy  Anzona Home Foreclosures, LLC 9035 E Oro Ave Mesa, 85212 25120000 300,000.00 83.73% 06/17/16 12/17/16 07/17/16 125.60 [Closing 7/14 2
8097 Easy  Arizona Home Foreclosures, LLC 28566 N 124th Drive Peoria, 85383 418,800.00 57500000 72.83% 06/20/16 12/20/16 07/20/16 209.40 |Closing 7/15 3
8098 Easy  Arizona Home Foreclosures, LLC 700 N Dobson RD #52 Chandler, 85224 411,200.00  745,000.00 55.19%  06/20/16 12/20/16 07/20/16 20560 |Closing 7/15 2
8059 Easy  Arizona Home Foreclosures, LLC 12805 W Redondo Dr Litchfield Park, 85340 179,600.00  215,000.00 83.53% 06/20/16 12/20/16 07/20/16 89.80 {Closing 7/14 5
8100 Easy  Arizona Home Foreclosures, LLC 2113 N 115th Drive Avondale, 85323 174,500.00  225,000.00 77.56% 06/20/16  12/20/16 07/20/16 87.25 |Closing 7/14 1
8101 Easy  Arizona Home Foreclosures, LLC 9225 § Leilan Ln Phx, 85041 22130000 27500000 8047% 06/20/16 12/20/16 07/20/16 110.65 i{Closing 7/12 4
8102 Easy  Arizona Home Foreclosures, LLC 2131 W Vineyard Rd Phx, 85041 176,800.00  250,000.00 70.72%  06/20/16 12/20/16 07/20/16 88.40 |Closing 7/12 3
8103 Easy  Arizona Home Foreclosures, LLC 3541 W Vogel Ave Phx, 85051 141,80000  175,000.00 81.03% 06/21/16  12/21/16 07/21/16 7050 |Closing 7/12 5
8104 Easy  Arizona Home Foreclosures, LLC 6313 N 40th Drive Phx, 85019 136,800.00  165,000.00 8291% 06/21/16 12/21/16 07/21/16 68.40 [Closing 7/15 4
8105 Easy  Arizona Home Foreclosures, LLC 7960 E Hanover Way Scottsdale, 85255 1,113,600.00  #HHEEEHHE 7954%  06/21/16 12/21/16 07/21/16 556.80 [Closing 7/14 4
8106 Easy  Arizona Home Foreclosures, LLC 5109 W Mercer Ln Glendale, 85304 153,700.00  199,000.00 7724% 06/21/16 12/21/16 07/21/16 76.85 (Closing 7/12 7
N/A Easy  Arizona Home Foreclosures, LLC 5 Million Phx, 85012 13,336,807.24 03/06/14 09/06/14 04/06/14 6,668.40 |On Market

N/A  Easy  Asizona Home Foreclosures, LLC 1 million Phx, 85012 1,002,532.55 03/06/14  09/06/14 04/06/14. 501.27 |On Market

TOTAL 43,947,819.61
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2:13 PM DenSco Investment Corporation

Account QuickReport

All Transactions

10/19/16
Accrual Basis

Type Date Name Memo Split Amount Balance
Yom Tov Scott Menaged

Work Out 5 Million
Check 02/28/2014 Yom Tov Scott Menaged Pay Gregg's Interest Wiring 100,000.00 100,000.00
Deposit 03/05/2014 Yom Tov Scoit Menaged Repay Int Loan Operating -160,000.00 0.00
Check 03/06/2014 “Yom. Tov Scott Menaged Inv#528891 Operating 38,224.00 38,224.00
Check 03/07/2014 Yom Tov Scott Menaged Overage for 2105 S 108th Ave Wiring 95,864.00 134,088.00
Check 03/07/2014 Yom Tov.Scott Menaged Overage 2027 S 101st Drive Wiring 79,380.98 213,468.98
Check 03/07/2014 Yom Tov Scott Menaged Overage 4119 W Valley View Dr Wiring 88,896.00 302,364.98
Check 03/07/2014 Yom Tov Scott Menaged Overage 14869 W Caribbean Ln Wiring 79,252.00 381,616.98
Check 03/07/2014 Yom Tov Scott Menaged Overage 1697 S 233rd Ln Wiring 67,353.16 448,970.14
Check 03/07/2014 Yom Tov Scott Menaged Overage 4906 W Gelding Dr Wiring 69,082.27 518,052.41
Check 03/07/2014 Yom Tov Scott Menaged Overage 1942 S Emerson St #252 Wiring 41,382.56 558,434.97
Check 03/10/2014 Yom Tov Scott Menaged ‘Overage 4118 W Grovers Ave Wiring 78,538.63 637,973.60
Check 03/14/2014 Yom Tov Scott Menaged Overage 23846 W Gibson Ln Wiring 92,372.15 730,345.75
Check 03/14/2014 Yom Tov Scott Menaged Overage 1040 S 220th Ln Wiring: 68,127.63 798,473.38
Check 03/14/2014 Yom Tov Scott Menaged Overage 18146 W Puget Ave Wiring 63,861.07 862,334.45
Check 03/21/2014 Yom Tov Scott Menaged Overage 15456 S 47th Pl Wiring 181,653.80 1,043,988.25
Deposit 03/26/2014 Yom Tov Scott Menaged Deposit Operating -1,715.65 1,042,272.60
Check 03/28/2014 Yom Tov Scoit Menaged Overage 6024 E Wethersfield Rd Wiring 112,625.27 1,154,897.87
Check 03/31/2014 Yom Tov Scott Menaged Overage 13920'W Maui Ln Wiring 38,414.70 1,193,312.57
Check 03/31/2014 Yom Tov Scott Menaged Overage 1820 S 106th Ln Wiring 63,544.61 1,256,857.18
Check 04/04/2014 Yom Tov Scott Menaged Overage 25852 S Beech Creek dr Wiring 138,235.26 1,395,092.44
Check 04/04/2014 Yom Tov Scott Menaged 707 E Potter Dr - funds wired directly to Gear...  Wiring 184,619.56 1,579,712.00
Check 04/10/2014 Yom Tov Scott Menaged 16739 W Navajo St Wiring 20,000.00 1,599,712.00
Check: 04/14/2014 Yom Tov Scott Menaged 4745 W Golden Ln Wiring 63,805.73 1,663,517.73
Check 04/14/2014 Yom Tov Scott Menaged 635 S St Paul Wiring 27,783.84 1,691,301.57
Check 04/14/2014 Yom Tov Scott Menaged 9832 E Olla Ave Wiring 37,589.85 1,728,891.42
Check 04/14/2014 Yom Tov Scott Menaged 3154 W Via Mentoya Dr - Wiring 21,082.34 1,749,973.76
Check 04/15/2014 Yom Tov Scott Menaged Inwi#533271 Operating 30,266.00 1,780,239.76
Check 04/21/2014 Yom Tov Scott Menaged overage 1427 W Windsong Dr Wiring 184,645.10° 1,964,884.86
Check 04/24/2014 Yom Tov Scoit Menaged 14904 W Port Royale Ln Wiring 25,930.11 1,990,814.97
Check 04/25/2014 Yom Tov Scoit Menaged 320 S 70th Street #9 Wiring 176,468.83 2,167,283.80
Check '04/28/2014 Yom Tov Scott Menaged 7089 W Andrew Ln Wiring 174,547.94 2,341,831.74
Deposit 04/28/2014 Yom Tov Scott Menaged Refund 7089 W Andrew Ln Operating -4,182.39 2,337,649.35
Check 04/30/2014 Yom Tov Scott Menaged 4705 N Brookview Terrace - Wiring 131,720.03 2,469,369.38
Check 05/02/2014 Yom Tov Scott Menaged 19286 W Adams St Wiring 142,360.22 2,611,729.60
Check 05/09/2014 Yom Tov Scott Menaged 23851 W Wier Ave Wiring 127,794 .45 2,739,524.05
Check 05/12/2014 Yom Tov Scott Menaged 14365 W Verde Ln Wiring 93,442.35 2,832,966.40
Check 05/12/2014 Yom Tov Scott Menaged 17661 W Marconi Ave Wiring 107,140.72 2,840,107.12
Check 05M12/2014 Yom Tov Scott Menaged 18131 W Ruth Ave Wiring 229,258.34 - 3,169,365.46
Check 05/13/12014 Yom Tov Scott Menaged. 12602 N 60th Street Wiring 56,530.13 3,225,895.58
Check 05/15/2014 Yom Tov Scott Menaged 9423 W McRae Way Wiring 100,368.83 3,326,264.42
Check 05/15/2014 Yom Tov Scott Menaged Invit538654 . Operating 11,510.00 3,337,774.42
Check 05/16/2014 Yom Tov Scott Menaged 15835 N 47th Street Wiring 198,683.57 3,536,457.99
Check 05/16/2014 Yom Tov Scott Menaged 2210 S Keene St Wiring 201,651.22 3,738,109.21
" _ Check 05/22/2014 Yom Tov Scott Menaged 2182 E Arabian Dr Wiring 152,676.24 3,890,785.45
P k Check 05/30/2014 Yom Tov Scoft Menaged 7204 W Warner St Wiring 149,347.52 4,040,132.97
Mﬁm@L Check 06/02/2014 Yom Tov Scott Menaged 15550 Frank Lloyd Wright Blvd Wiring 176,884.68 4,217,017.85
L v Check 06/09/2014 5414 S Heather Dr Wiring 172,053.55 4,389,071.20

EXHIBIT NO. % .
oAl

J. Lgprsqhdvfr,‘ RMR #50192

Yom Tov Scott Menaged
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10/19/16
Accrual Basis

DenSco Investment Corporation

Account QuickReport
All Transactions
Type Date Name Memo Split Amount Balance
Check 06/11/2014 Yom Tov Scott Menaged 2968 E Lynx Way Wiring 268,487.82 4,657,559.02
Check 06/20/2014 Yom Tov Scott Menaged 17016 S 27th Place Wiring 96,956.75 4,754,515.77
Check 06/27/2014 Yom Tov Scott Menaged 17540 N Estrella Vista Dr Wiring 167,152.96 4,921,668.73
Check 06/30/2014 Yom Tov Scott Menaged 14556 N 154th Lane Wiring 155,887.76 5,077,556.49
Check 06/30/2014 Yom Tov Scoit Menaged 1750 W Potter Dr Wiring 67,811.64 5,145,368.13
Check 07/14/2014 Yom Tov Scott Menaged 15143 E Aspen Dr Wiring 191,311.29 5,336,679.42
Check 07/17/2014 Yom Tov Scott Menaged 16527 W Post Dr Wiring 106,475.40 5,443,154.82
Check 07/18/2014 Yom Tov Scoit Menaged 3740 W Villa Theresa Dr Wiring 73,946.52 5,617,101.34
Check 07/22/2014 Yom Tov Scott Menaged 2733 S Ananea Street Wiring 170,543.58 5,687,644.92
Check 07/31/2014 Yom Tov Scott Menaged 20802 N Grayhawk Dr #1076 Wiring 348,873.28 6,036,518.20
Deposit 07/31/2014 Yom Tov Scoit Menaged Principle Payment Operating -5,988.38 6,030,529.82
Check 08/06/2014 Yom Tov Scott Menaged 31008 W Columbs Ave Wiring 40,000.00 6,070,529.82
Check 08/11/2014 Yom Tov Scott Menaged 13512 W Marshall Dr Wiring 159,014.25 6,229,544.07
Check 08/15/2014 Yom Tov Scott Menaged 22261 W Moonlight Path Wiring 65,501.97 6,295,046.04
Check 08/19/2014 Yom Tov Scott Menaged 4529 E Sharon Dr Wiring 202,171.31 6,497,217.35
Check 08/20/2014 Yom Tov Scott Menaged 9451 E Becker Ln #1057 Wiring 160,378.78 6,657,596.13
Check 08/21/2014 Yom Tov Scott Menaged 1080 E Redwood Dr Wiring 139,039.20 6,796,635.33
Deposit 08/22/2014 Yom Tov Scott Menaged Principle Payment Operating -21,324.12 6,775,311.21
Check 08/26/2014 Yom Tov Scott Menaged 842 E Sheffield Ave Wiring 84,030.98 6,859,342.19
Deposit 08/27/2014 Yom Tov Scoit Menaged Principle Payment Operating -7,977.69 6,851,364.50
Check 08/29/2014 Yom Tov Scott Menaged 3237 W Pleasant Ln Wiring 120,421.77 6,971,786.27
Deposit 08/29/2014 Yom Tov Scott Menaged Payment Principle Operating -23,088.43 6,948,697.84
Check 09/02/2014 Yom Tov Scott Menaged 5335 S Monte Vista St Wiring 244.822.86 7,193,520.70
Deposit 09/04/2014 Yom Tov Scott Menaged Principle Payment Operating -78,786.68 7,114,734.02
Check 09/05/2014 Yom Tov Scott Menaged 5916 W Fetlock Trail Wiring 68,759.48 7,183,493.50
Check 09/09/2014 Yom Tov Scott Menaged 5357 S Ranger Trail Wiring 402,537.12 7,586