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Attorneys for Defendants

SUPERIOR COURT OF ARIZONA

COUNTY OF MARICOPA
Peter S. Davis, as Receiver of DenSco No. CV2017-013832
Investment Corporation, an Arizona
corporation,
Plaintiff, DEFENDANTS’ STATEMENT OF
FACTS IN SUPPORT OF THEIR
V. RESPONSE AND CROSS MOTION

FOR SUMMARY JUDGMENT RE IN
Clark Hill PLC, a Michigan limited liability PARI DELICTO DEFENSE

company; David G. Beauchamp and Jane Doe
Beauchamp, husband and wife,

(Assigned to the Honorable Daniel Martin)

Defendants.

1. DenSco Investment Corporation (“DenSco”) is a company that was solely
owned and managed by Denny Chittick. DenSco began operations in 2001 and operated
continually until Mr. Chittick’s suicide in late July 2016. DenSco did not have any
directors, officers, or employees other than Mr. Chittick. DSOF Exh. 1, 2011 DenSco
Private Offering Memorandum at BC 002921 and BC 002960.

2. Denny Chittick worked at Insight Enterprises, Inc. for 10 years, holding positions
in finance and accounting, and culminating in position of Senior Vice President and Chief
Information Officer when he left the company in 1997. DSOF Exh. 1, 2011 POM at
BC_002960.
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3. DenSco focused on the “hard money lending” business in Arizona. DenSco
made high interest short-term loans to borrowers, who used DenSco’s funds to buy
residential properties. The purchasers generally improved the properties (with physical
improvements or by placing renters in them) and then “flipped” them quickly at a profit.
DSOF Exh. 1, 2011 DenSco Private Offering Memorandum at BC_002924.

4. DenSco financed its business by raising money from investors. DenSco
issued general obligation notes at interest rates that varied depending on the maturity date.
The notes were not directly tied to or secured by any specific properties DenSco was
financing, or by any other security. DSOF Exh. 1, 2011 DenSco Private Offering
Memorandum at BC 002945.

5. DenSco made certain representations to its investors, many of which were included
in Private Offering Memoranda that DenSco provided to its investors every other year. Those
representations included, among other things, that DenSco intended to minimize risk by (1) not
lending more than 10-15% of its portfolio to any one borrower and (2) ensuring that its loans would
be secured by a first position deed of trust on the property the borrower purchased. DSOF Exh. 1,
2011 DenSco Private Offering Memorandum at BC _002957.

6. Rather than provide the funds for a borrower to purchase money at a trustee’s
sale directly to the trustee, DenSco chose to fund its loans directly to its borrowers,
including Yomtov Menaged and his entities. DSOF Exh. 2, January 7, 2014 email from
Chittick to Beauchamp at CH_0005791.

7. DenSco’s form of mortgage expressly stated that DenSco was delivering its
funds payable only to the trustee. DSOF Exh. 3, Jan. 21, 2014 email from Chittick to Schenk
attaching loan documents at CH _0001418.

8. Prior to DenSco, Chittick worked with Scott Gould and Robert Koehler at a hard

money lender called Real Estate Equity. Gould and Koehler mentored Chittick in hard money
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lending. DSOF Exh. 4, Gould Depo. Tr. at 50:23-51:19; DSOF Exh. 5, Koehler Depo. Tr. at 41:6-
42:20,43:16-44:8.

9. Scott Gould was a consultant for DenSco from approximately 2001, when
DenSco was formed, through 2008. DSOF Exh. 4, Gould Depo. Tr. at 23:5-24:13; 30:16-24.

10.  Scott Gould worked with DenSco to increase the diversity of its borrower base. This
was a “heavy part of [Gould’s] guidance to DenSco” because he “really thought that diversification
was so important.” DSOF Exh. 4, Gould Depo. Tr. at 50:6-13.

11.  Scott Gould, who had a prior issue with regulatory bodies regarding disclosure
issues, conveyed the importance and significance of compliance with regulatory bodies and
securities laws with “everyone I’ve dealt with,” including Chittick and Koehler. DSOF Exh.
4, Gould Depo. Tr. at 72:12-24.

12.  Scott Gould discussed with Chittick the importance of disclosure of material
information to investors and Chittick understood the importance of making such disclosures
and complying with securities laws. DSOF Exh. 4, Gould Depo. Tr. at 72:18-73:7.

13.  During the time Scott Gould was consulting with DenSco, Chittick understood
the importance of maintaining a diverse borrower base, conducting proper due diligence on its
collateral, and ensuring first position lien priority through using proper lending procedures, including
lending purchase money to the fiduciary trustee, rather than the borrower. DSOF Exh. 4, Gould
Depo. Tr. at 73:10-82:4.

14.  Robert Koehler and his hard money lending entity RLS physically took their loan
funds directly to the trustee to finance the purchase of property. He does not ever provide the
funds directly to the borrower to purchase the property. DSOF Exh. 5, Koehler Depo. Tr. at
16:15-25.

15.  Koehler discussed his lending procedures with Chittick. DSOF Exh. 5, Koehler
Depo. Tr. at 18:23-25.
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16.  Koehler was not aware that Chittick was lending money by providing the loan
funds directly to his borrowers, rather than a trustee. DSOF Exh. 5, Koehler Depo. Tr. at 18:8-
16. As an investor in DenSco, Koehler would have been upset had he known. 7d.

17.  Providing loans funds directly to the trustee, rather than a borrower, is a common
place procedure for hard money lenders. Koehler did not need legal advice to understand that
this was the proper way to provide financing to borrowers, and would have expected Chittick
to understand that. DSOF Exh. 5, Koehler Depo. Tr. at 20:3-16.

18.  Hard money lenders shared tips via e-mail regarding the problems associated
with “kiting deeds of trust,” 1.e., the problem associated with borrowers borrowing money from
multiple lenders for the same property and then giving each lender a deed of trust while telling
each lender that it is the only lender. Chittick received that information. DSOF Exh. 6,
September 22, 2011 email chain between lenders, including DenSco, regarding deed of trust
“kiting.”

19.  Gregg Reichman and AFG learned in September 2012 that Menaged had placed
deeds of trust in favor of AFG and DenSco on multiple properties. DSOF Exh. 7, Reichman
Depo. Tr. at 65:15-66:21; DSOF Exh. 8, 9-21-12 email from Chittick to Menaged (Exh. 487);
DSOF Exh. 9, 9-21-12 emails between Reichman and Menaged (Exh. 488); DSOF Exh. 10, 9-
24-12 email from Chittick to Menaged.

20.  Reichman eventually determined that Menaged had pledged twelve separate
deals to both AFG and DenSco, and recorded competing deeds of trust with respect to AFG
and DenSco on twelve properties. DSOF Exh. 7, Reichman Depo. Tr. at 69:3-5, 70:23-73:5;
DSOF Exh. 10, 9-24-12 email from Chittick to Menaged (Exh. 491); DSOF Exh. 11, 9-24-12
email from Reichman to Menaged.

21.  Reichmann contacted Chittick to alert him about the double-liening issue. DSOF
Exh. 7, Reichman Depo. Tr. at 67:8-68:8, 75:6-76:17. Reichman told Chittick that AFG was
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in superior lien position on all of those properties. DSOF Exh. 7, Reichman Depo Tr. at 85:25-
86:6, 99:18-100:8.

22.  Reichman testified that he never gives a borrower control over the financing
being provided, because it is impossible to control what the borrower then does with the
money. Instead, Reichman sends the loan funds directly to the trustee. This ensures the money
is used for the proper purpose and that AFG is properly secured on the loan. DSOF Exh. 7,
Reichman Depo. Tr. at 20:14-22:1.

23. At the end of 2012, DenSco had approximately $4.65 million outstanding
loans to Mr. Menaged’s entities. At the end of 2013 DenSco had increased its outstanding
loans to Mr. Menaged’s entities to more than $28 million, more than half of DenSco’s loan
portfolio. DSOF Exh. 12, 4/5/19 D. Perry Expert Report at 9.

24.  In November 2013, Mr. Menaged told Mr. Chittick that entities owned by
him had double liened additional properties with loans from both AFG and DenSco.
According to Mr. Menaged, his wife had become critically ill and he had turned the day-to-
day operations of his companies over to his cousin. The cousin requested loans for the
same property from multiple lenders, and both lenders recorded deeds of trust. The cousin
then absconded with the funds lent to Mr. Menaged’s entities. DSOF Exh. 13, Receiver’s
Dec. 23, 2016 Status Report at 7-9; DSOF Exh. 2, January 7, 2014 email from Chittick to
Beauchamp. The Receiver refers to this as the First Fraud. According to the Receiver, the
First Fraud cost DenSco more than $14.3 million. /d.

25.  Without any attorney advice, Mr. Menaged and Mr. Chittick reached an
agreement regarding a “workout plan” to resolve the double liens in November 2013. Mr.
Chittick and Mr. Menaged agreed to partner together to “wholesale” properties and jointly
address the double liens by paying off all loans subject to double liens. DSOF Exh. 2,

January 7, 2014 email from Chittick to Beauchamp.
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26.  To obtain the additional funds necessary to pay off these loans, DenSco
agreed to loan Mr. Menaged an additional $1 million, and Mr. Menaged agreed to
contribute $4-$5 million from the liquidation of other assets. /d.; DSOF Exh. 14, DenSco
and Menaged Term Sheet.

27. By late November 2013, DenSco had already begun implementing the
workout plan with Mr. Menaged, lending funds to Mr. Menaged on the $1 million line of
credit. DSOF Exh. 15, Receiver Analysis of $1 million workout loan.

28.  On January 6, 2014, Bob Miller, an attorney with Bryan Cave sent Mr. Chittick
a letter on behalf of various lenders (the “Bryan Cave Demand Letter”). The letter asserted
that the lenders had advanced purchase money loans directly to trustees to buy more than 50
properties out of foreclosure, and had recorded deeds of trust to evidence their first position
security interest. DenSco, however, had likewise recorded mortgages evidencing its
purchase money loans for the same properties. DSOF Exh. 16, Jan 6, 2014 email from
Chittick to Beauchamp attaching Bryan Cave demand letter.

29.  The Bryan Cave Demand Letter (1) asserted that DenSco’s claimed interest
was a “practical and legal impossibility since . . . only the Lenders provided the applicable
trustee with certified funds supporting the Borrowers purchase money acquisition for each of
the Properties,” (2) demanded that DenSco subordinate its alleged interests to their interests,
and (3) threatened to bring claims for fraud, negligent misrepresentation, and wrongful
recordation. /d. at CH_0000830.

30.  On January 6, 2014, Mr. Chittick sent the Bryan Cave letter to Mr. Beauchamp
with a request for Mr. Beauchamp to “read the first two pages.” 1d.

31.  The next day, Mr. Chittick emailed Mr. Beauchamp and explained that an
issue with Mr. Menaged’s cousin and sick wife had led to the double liens, repeating the
story told by Mr. Menaged. DSOF Exh. 2, January 7, 2014 email from Chittick to

Beauchamp.
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32.  Mr. Chittick vouched for Mr. Menaged, representing, “I’ve been lending to
Scott Menaged through few different LLC’s and his name since 2007. [I]’ve lent him 50
million dollars and [I]’ve never had a problem with payment or issue that hasn’t been
resolved.” Id. at CH_0005790.

33.  Mr. Chittick’s representations regarding Menaged failed to mention that Mr.
Menaged had been double liening properties secured by DenSco’s funds since September
2012. Id.

34.  Mr. Chittick’s representations regarding Menaged also failed to mention that
DenSco had lent Menaged $31 million in 2013 alone, and had $28.5 million in outstanding
loans to Menaged as of the end of 2013, a large portion of which were more than six months
past due. A significant number of these past due loans were made in 2012. DSOF Exh. 13,
Receiver’s December 23, 2016 Status Report at 19.

35.  Mr. Beauchamp began helping DenSco document the terms of DenSco and
Mr. Menaged’s agreement in a term sheet that was later expanded upon and formalized in a
Forbearance Agreement. The term sheet documented the workout plan already agreed to
and implemented by DenSco and Mr. Menaged. The key points of the agreement included:

a. Mr. Menaged agreeing to pay off any shortfall on the loans as the double-
encumbered properties were sold or refinanced by borrowing $1 million from
a third party and liquidating assets worth $4-5 million;

b. Mr. Menaged agreeing to obtain a $10 million life insurance policy naming
DenSco as the beneficiary;

c. Mr. Menaged admitting that the DenSco loans were secured by deeds of trust
that were intended to be in a first lien position; and

d. DenSco agreeing to loan up to $1 million to Mr. Menaged for purposes of
purchasing and flipping or renting additional properties, with all profits used

to pay off the loans on the double-encumbered properties.
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DSOF Exh. 14, DenSco and Menaged Term Sheet.

36.  After finalizing the term sheet, Mr. Beauchamp began working on the parties’
Forbearance Agreement and believed it could be completed in a few weeks. DSOF Exh. 17,
Jan. 21, 2014 emails between Chittick and Beauchamp regarding forbearance agreement.

37.  The Forbearance Agreement addressed the following points:

a. Mr. Menaged identified the facts that led to the double lien issue and the scope
of the issue.

b. Mr. Menaged acknowledged his obligation to discharge the liens of the other
lenders.

c. Mr. Menaged and his entities agreed to pay off the double-encumbered loans
by liquidating additional assets, renting or selling real estate, recovering stolen
funds, and obtaining $4.2 million in outside financing.

d. Mr. Menaged agreed to provide additional security and guarantees, including a
$10 million life insurance policy naming DenSco as beneficiary; and

e. DenSco agreed to extend additional financing to Mr. Menaged (and defer the
collection of interest on defaulted loans) for purposes of purchasing and
flipping or renting additional properties, with all profits used to pay off the
loans on the double-encumbered properties.

DSOF Exh. 18, Forbearance Agreement.

38.  Mr. Chittick wrote to Mr. Menaged regarding the efforts to draft a
Forbearance Agreement, and asked if Mr. Menaged had “put a call in to [his attorney] to get
nim on the phone with [Mr. Beauchamp] and pound through” what Mr. Chittick referred to
1s “their language arts assignment.” DSOF Exh. 19, Feb. 3, 2014 email from Chittick to
Menaged at CH_ REC_MEN 0027814.
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39.  Mr. Chittick later wrote that he had directed Mr. Beauchamp to “make some
concenssions [sic] that you and I agreed to. . ..” DSOF Exh. 20, Feb. 5, 2014 email from
Chittick to Menaged at CH_ REC_MEN 0027482.

40. Regarding revisions to the draft Forbearance Agreement, Mr. Chittick stated
‘after any changes we agree to and make, david will amek [sic] them them [sic]. I tell david
o send it to jeff, you tell jeff, the terms are agreeable between us, and they can only fix the
spelling!” DSOF Exh. 21, Feb. 7, 2014 email from Chittick to Menaged at
CH REC_MEN _ 0027218.
41.  Mr. Chittick again emailed Mr. Menaged regarding his frustration with Mr.
Beauchamp for wanting to know what Mr. Menaged’s “points of contention” were with
respect to the draft Forbearance Agreement. Mr. Chittick complained that “attorneys’ sole
burpose 1s to self perserverance [sic].” DSOF Exh. 22, Feb. 15, 2014 email from Chittick to
Menaged at CH REC_MEN 0026580.

42.  Mr. Chittick and Mr. Menaged also complained amongst themselves that
‘these lawyers are trying to prevent progress” and increase their fees. Mr. Chittick asserted
hat in the interim, “we solved another. What [sic] 20% of the problem.” DSOF Exh. 23,
Feb. 14, 2014 email from Chittick to Menaged at CH REC_MEN 0026600.
43.  On February 11, 2014, Mr. Chittick told Mr. Menaged, “I’ve not taken any
new investors, so if [ do, I have to disclose a lot to them, which is all about you.” DSOF
Exh. 24, Feb. 11, 2014 email from Chittick to Menaged.
44.  DenSco continued to loan funds directly to Menaged through 2016. DSOF
Exh. 12, Perry Expert Report at 4-5.

45. On May 28, 2014, Menaged forwarded Chittick a message from his bank
explaining the bank had changed the transaction limit for wire transfers involving Menaged’s

accounts, but that the bank “may revoke access to transactions at any time due to potential
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fraud...” Chittick responded that “I guess they heard about us.” DSOF Exh. 25, May 28, 2014
email between Chittick and Menaged.

46.  On August 21, 2015, Chittick expressed frustration that DenSco’s $30 million
balance with Menaged has not gone down and admitted he *“can’t get new investors [because]
I can’t give them the documentation that is necessary” and that “I am in so many violations
with my current investors it’s nuts.” Despite those issues, Chittick told Menaged that he had
nevertheless “tried raising more money” from his friends and family and hoped he could
squeeze more money out of the “Utah guys.” DSOF Exh. 26, Aug. 22, 2015 email between
Chittick and Menaged.

47.  Chittick told Menaged in his August 21, 2015 email that he was altering his
financial records to “keep my accountant happy.” Id.

48.  On February 15, 2014, upset at his attorney, Mr. Beauchamp, for wanting to
know what Menaged’s “points of contention” were with respect to the draft Forbearance
Agreement, Mr. Chittick complained that “attorneys’ sole purpose is to self perserverance
[sic].” DSOF Exh. 27, Feb. 15, 2014 email from Chittick to Menaged.

49. In 2016, DenSco raised more than $1.7 million from investors. DSOF Exh. 28,
Summary of DenSco investments for 2016.

50.  On December 9, 2016, the Receiver filed a notice of claim against the estate of
Denny Chittick. DSOF Exh. 29, Notice of Claim against Chittick Estate.

51.  Inthe Notice of Claim, the Receiver asserted that Chittick was guilty of common
law fraud, misrepresentation, and breach of fiduciary duty because Chittick, and thus DenSco,
among other things: (1) failed to institute or follow proper management and control of DenSco’s
business operations in part, by directly funding loans to Menaged, (ii) continued “to accept
monies for investors into DenSco,” then lending that money out to Menaged, “despite his actual
knowledge of the fraud by Menaged”, (ii1) prepared false and inaccurate financial records,

thereby artificially increasing DenSco’s tax liability and misleading DenSco’s accountant, who
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was also an investor, and (iv) allowed Chittick to loot millions of dollars from DenSco starting
as early as December 2014], after DenSco had been rendered insolvent. /d.

52. In the Notice of Claim, the Receiver asserted that on or about December 31,
2014, Chittick (i) transferred all of the funds in his DenSco 401(k) plan ($359,609.00) to an
account at Vanguard; (ii) liquidated all of the funds in his DenSco Defined Benefit Plan
($1,817,243.03), all of which were invested in DenSco, to a certificate of deposit at an FDIC
insured bank, at a time when that investment was worthless; (iii) converted $1,448,460.49 from
his personal investment in DenSco, into DenSco stock, the caused DenSco to make
distributions to him in the amount of $555,000 by the redeeming the stock, which was
worthless at the time; and (iv) caused DenSco to transfer $120,000 in cash distributions to
Chittick from January 31, 2014 and December 26, 2014, at a time when DenSco was insolvent,
all of which left DenSco with less money to pay investors. Id. at 2-4.

53.  Pursuant to the Notice of Claim, Chittick’s fraud cost DenSco $43,947,819.61.
Id. at 6.

54.  On August 8, 2017, the Receiver’s counsel wrote a letter to Judge Sanders, who
1s presiding over the DenSco receivership, wherein he summarized the allegations against
DenSco by concluding that “DenSco...also was operating as a Ponzi investment scheme while
intentionally misleading its investors, as to its financial solvency.” DSOF Exh. 30, Receiver’s
letter to Judge Sanders.

55. In a sample demand letter to one of DenSco’s investors whom the Receiver
deemed a net winner under DenSco’s Ponzi scheme, the Receiver stated, among other things,
that:

a. the investors had to return the “profits you received from [DenSco’s] fraudulent
scheme, regardless of whether you knew or had reason to know that the scheme

was illegal.”
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b. “proof of the existence of a Ponzi scheme showed that there was actual intent to
defraud...”

c. there was “clear and satisfactory evidence of an ‘actual intent to hinder, delay or
defraud any creditor of the debtor’...,” that “one can infer an intent to defraud
future undertakers from the mere fact that an individual was running a Ponzi
scheme, because no other reasonable inference is possible” and that “the
orchestrator of the scheme [Chittick] must know all along, from the very nature
of his activities, that investors at the end of the line will lose their money.”

DSOF Exh. 31, Receiver’s demand letter to Ponzi winner.

56. The Receiver states in his Disclosure Statement that Chittick “had been grossly
negligent in managing DenSco’s loan portfolio, by not complying with the terms of the
Mortgage, which called for DenSco to issue a check payable to the Trustee, and instead wiring
money to Menaged, trusting Menaged to actually use those funds to pay a Trustee.” DSOF
Exh. 32, Receiver’s 6" Supplemental Disclosure Statement at § 215.

57.  In January 2014, Menaged started requesting loans from DenSco for properties
Menaged never actually purchased. After the First Fraud, Chittick would wire money directly
to Menaged’s bank account. Menaged would then get a cashier’s check issued to the trustee
of a trustee’s sale, email a picture of the cashier’s check to Chittick, then immediately redeposit
the check into his account. Menaged would then provide Chittick with a falsified trustee’s sale
receipt, all to convince Chittick that DenSco’s funds had actually been used to purchase
property. The Receiver refers to this fraud as the Second Fraud. According to the Receiver,
DenSco lent Menaged more than $730 million as part of the Second Fraud, which ultimately
cost DenSco more than $28 million. DSOF Exh. 13 at 9-10.

58.  The Receiver states in his Disclosure Statement that Defendants were negligent
in their representation of DenSco, by allegedly failing to provide proper advice regarding

DenSco’s disclosure obligations in 2013 and 2014, failing to advice DenSco as to proper
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business procedures in light of Menaged’s fraud, and advising DenSco that it could raise
money without making full disclosures, among other things. DSOF Exh. 32 at pp. 95-96. The
Receiver further asserts in Count 2 of his Complaint that Defendants purportedly aided and
abetted Chittick’s breach of his fiduciary duty to DenSco by allegedly failing to force DenSco
to change its business practices, failing to force DenSco to hire more employees, failing to
investigate Menaged, and failing to force DenSco to make adequate disclosures while allowing
DenSco to sell additional promissory notes, among other things. Id.at pp. 100-101.

59.  On June 27, 2014, Chittick and Menaged exchanged emails commenting that
they hoped Chittick was “not meeting with an investor who is looking for the [POM] Haha”.
DSOF Exh. 33.

DATED this 26" day of August, 2019.

COPPERSMITH BROCKELMAN PL.C

By:_/s/ Marvin C. Ruth
John E. DeWulf
Marvin C. Ruth
Vidula U. Patki
2800 North Central Avenue, Suite 1900
Phoenix, Arizona 85004
Attorneys for Defendants

ORIGINAL mailed and emailed this
26" day of August, 2019 to:

Colin F. Campbell, Esq.
Geoftrey M. T. Sturr, Esq.
Joseph Roth, Esq.

Joshua M. Whitaker, Esq.
OSBORN MALEDON, P.A.
2929 N. Central Ave., Suite 2100
Phoenix, AZ 85012-2793
ccampbell@omlaw.com
gsturr@omlaw.com
roth@omlaw.com
jwhitaker(@omlaw.com
Attorneys for Plaintiff

/s/ Verna Colwell
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No: Name of Payee:

Confidential Private Offering Memorandum

DenSco Investment Corporation

General Obligations Notes

Minimuat Purchase $50,000

The General Obligation Notes (the “Notes™) arc general obligations of DemnSco
Tavestment Corporation, an Arizova corporation (the “Company”). The Notes, together with all
other outstanding notes and all other advances or liabilities owed by the Company to any holder
of an outstanding note will be secured by a general pledge of all assets owned by or later
acquired by the Company. The Company’s largest assets will be the Trust Deeds, as defined
herein, acquired by the Company and the Notes will be superior in priority and liquidation
preference to Notes subscribed for by officers and shareholders of the Company, Interest will be
paid monthly, quarterly or at maturity, The Notes are not insured or guaranteed by any stats or
federal government entity or any insurance company, and the Company will not establish &
sinking fund for the Notes. The Company generally may trausfer, sell or substitute collateral for
the Notes. The Company may modify the interest rate to be paid on subsequently issued Notes.
The Company will use good faith efforts to prepay Notes upon reeeipt of written request, but the
Company will not be obligated to do so. The Notes may be redeemed by the Company priot to
maturity upon notice at a price equal fo the principal amount of the Notes plus accrued interest to
the date of redemption. See “Description of Securities — Note Terms.” Default may occur with
respect to one Note and not another. The Notes may be purchased directly from the Company
without commission. The Company intends to offer the Notes on a continuous basis until the
carlier of (a) the sale of the maxioum offering, or (b) two years from the date of this
memorandum; provided, however, the Company reserves the right to amend, modify and/or
terminate this offering if the Company changes its operations or method of offering in any
material tespect. See “Description of Securities™ and “Plan of Distribution.”
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THE NOTES ARE SPECULATIVE AND INVESTMENT IN THE NOTES
INVOLVES A HIGH DEGREE OF RISK. SEE “RISK FACTORS.”

THE NOTES OFFERED HEREBY HAVE NOT BEEN REGISTERED UNDER
THE SECURITIES ACT OF 1933, AS AMENDED (THE “ACT™), OR APPLICABLE
STATE SECURITIES LAWS, NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE REGULATORY AUTHORITY REVIEWED,
APPROVED OR DISAPPROVED THE ACCURACY OR ADEQUACY OF THIS
CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR ENDORSED THE
MERITS OF THE PLACEMENT OF NOTES. ANY REPRESENTATION TO THE
CONTRARY IS UNLAWFUL. THE NOTES ABE OFFERED PURSUANT TO
EXEMPTIONS PROVIDED BY SECTION 4(2) OF THE ACT, REGULATION b
THEREUNDER, CERTAIN STATE SECURITIES LAWS AND CERTAIN RULES AND
REGULATIONS PROMULGATED PURSUANT THERETO. THE NOTES MAY NOT
BE TRANSFERRED IN THE ABSENCE OF AN EFFECTIVE REGISTRATION
STATEMENT UNDER THE ACT AND ANY APPLICABLE STATE SECURITIES
LAWS OR AN OPINION OF COUNSEL ACCEPTABLE TO THE COMPANY AND ITS
COUNSEL THAT SUCH REGISTRATION IS NOT REQUIRED.
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Offering Underwriting | Proceeds to the

Price (1) Commissions (2) | Company (3)
Note $50,000 -0 $50,000
Total Minimum Offering $500,000 -0- $475,000
| Offering Maximum $50,000,000 -0- $49,975,000

(1) The Notes arc offered in $50,000 initial investment with additional increments with a
mininmum of at Ieast $10,000. All subscriptions for Notes are subject to review and
acceptance by the Company,

(2) The Company’s President, Denny J. Chittick, is making the private placement of the Notes
on behalf of the Comapany. Mr. Chittick will not receive eny sales commission in
connection with the placement of the Notes, The Compaay reserves the right to pay costs
and commission to a licensed broker-dealer with an approved custodian to facilitate
procedures by investors using qualified funds (ie., IRA, SEP IRA, ROTH IRA and KEOGH
Plans), up to one percent (1%) of the principal Note amount. O

(3) Offering expenses, estimated at $25,000, will be paid from the Company’s general opetating
funda,

DenSco Investment Corporation
6132 W. Victoria Place
Chandler, Arizona 85226
(c) 602-469-3001
(f) 602-532-7737
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THE NOTES ARE OFFERED ONLY TO PERSONS WHO ARE: (1)
“ACCREDITED INVESTORS” WITHIN THE MEANING OF RULE 501i(s) OF
REGULATION D PROMULGATED UNDER THE ACT AND APPLICABLE STATE
SECURITIES LAW; (2) ABLE TO BEAR THE ECONOMIC RISK OF AN
INVESTMENT IN THE NOTES, INCLUDING A LOSS OF THE ENTIRE
INVESTMENT; AND (3) SUFFICIENTLY KNOWLEDGEABLE AND EXPERIENCED
IN FINANCIAL AND BUSINESS MATTERS TO BE ABLE TO EVALUATE THE
MERITS AND RISKS OF AN INVESTMENT IN THE NOTES EITHER ALONE OR
WITH A PURCHASER REPRESENTATIVE. SEE “INVESTOR SUITABILITY.” THE
NOTES ARE NOT OFFERED AND WILL NOT BE SOLD TO ANY PROSPECTIVE
INVESTOR UNLESS SUCH INVESTOR HAS ESTABLISHED, TO THE
SATISFACTION OF DENNY J. CHITTICK, THAT THE INVESTOR MEETS ALL OF
THE FOREGOING CRITERIA. EACH INVESTOR MUST ACQUIRE THE NOTES
FOR HIS, HER OR ITS OWN ACCOUNT, FOR INVESTMENT PURPOSES ONLY,
AND WITHOUT ANY INTENTION OF DISTRIBUTING OR RESELLING ANY OF
THE NOTES, EITHER IN WHOLE OR IN PART, '

THIS CONFIDENTJAL PRIVATE OFFERING MEMORANDUM DOES NOT
CONSTITUTE AN OFFER OR SOLICITATION TO ANYONE IN ANY JURISDICTION
IN WHICH SUCH AN OFFER OR SOLICITATION IS NOT AUTHORIZED. IN
ADDITION, THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM
CONSTITUTES AN OFFER ONLY TO THE PERSON WHOSE IDENTITY APPEARS
IN THE APPROPRIATE SPACE PROVIDED ON THE COVER PAGE HEREQF, THE
RIGHT TO PURCHASE NOTES AS DESCRIBED HEREIN IS NOT ASSIGNABLE,

TO ENSURE COMPLIANCE WITH CIRCULAR 238 GOVERNING
STANDARDS OF PRACTICE BEFORE THE INTERNAL REVENUE SERVICE,
POTENTIAL INVESTORS ARE HEREBY NOTIFIED THAT: (A) ANY DISCUSSION
OF FEDERAL TAX ISSUES IN THIS MEMORANDUM IS NOT INTENDED OR
WRITTEN TO BE USED, AND IT CANNOT BE USED BY A POTENTIAL INVESTOR,
FOR THE PURPOSE OF AVOIDING PENALTIES THAT MAY BE IMPOSED ON A
POTENTIAL INVESTOR UNDER THE INTERNAL REVENUE CODE; (B) SUCH
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DISCUSSION IS WRITTEN TO SUPPORT THE PROMOTION OR MARKETING OF
THE NOTES OFFERED HEREBY; AND (C) POTENTIAL INVESTORS SHOULD
SEEK ADVICE BASED ON THEIR PARTICULAR CIRCUMSTANCES FROM AN
INDEPENDENT TAX ADVISOR.

CERTAIN  “REPORTABLE  TRANSACTIONS” REQUIRE THAT
PARTICIPANTS AND CERTAIN OTHER PERSONS FILE DISCLOSURE
STATEMENTS WITH THE IRS, AND IMPOSE SIGNIFICANT PENALTIES FOR THE
FAILURE TO DO SO. AN INVESTOR (AND EACH EMPLOYEE, REPRESENTATIVE,
OR OTHER AGENT OF THE INVESTOR) MAY DISCLOSE TO ANY AND ALL
PERSONS, WITHOUT LIMITATION OF ANY KIND, THE TAX TREATMENT AND
TAX STRUCTURE OF AN INVESTMENT IN THE NOTES AND ALL MATERIALS OF
ANY KIND (INCLUDING OPINIONS OR OTHER TAX ANALYSES) THAT ARE
PROVIDED TO THE INVESTOR RELATING TO SUCH TAX TREATMENT AND
TAX STRUCTURE, EXCEPT TO THE EXTENT THAT SUCH DISCLOSURE I8
RESTRICTED BY APPLICABLE SECURITIES LAWS.

THE OBLIGATIONS AND REPRESENTATIONS OF THE PARTIES TO THIS
TRANSACTION WILL BE SET FORTH ONLY IN THE DOCUMENTS DESCRIBED
HEREIN. NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATION OR
TO MAKE ANY REPRESENTATIONS CONCERNING THE COMPANY OTHER
THAN AS CONTAINED IN THIS CONFIDENTIAL PRIVATE OFFERING
MEMORANDUM, AND IF GIVEN OR MADE, SUCH OTHER INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON. THE DELIVERY OF THIS
CONFIDENTIAL PRIVATE OFFERING MEMORANDUM DOES NOT IMPLY THAT
THE INFORMATION SET FORTH IN IT IS CORRECT AS OF ANY TIME
SUBSEQUENT TO THE DATE HEREOF.

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

G88856.4 L 4

O

O

BC_002317



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

PRIOR TO THE SALE OF ANY NOTES OFFERED HEREBY, THE COMPANY
WILL MAKE AVATLABLE TO EACH INVESTOR THE OPPORTUNITY TO ASK
QUESTIONS OF AND RECEIVE ANSWERS FROM MR. CHITTICK CONCERNING
THE TERMS AND CONDPITIONS OF THIS OFFERING AND TO OBTAIN
ADDITIONAL INFORMATION NECESSARY TO VERIFY THE ACCURACY OF THE
INFORMATION CONTAINED HEREIN, TO TRE EXTENT THE COMPANY OR MR.
CHITTICK POSSESSES SUCH INFORMATION OR CAN ACQUIRE IT WITHOUT
UNREASONABLE EFFORT OR EXPENSE.

ANY REFRODUCTION OR DISTRIBUTION OF THE CONFIDENTIAL
PRIVATE OFFERING MEMORANDUM IN WHOLE OR IN PART, OR THE
DISCLOSURE OF ANY OF ITS CONTENTS, WITHOUT THE PRIOR WRITTEN
CONSENT OF MR. CHITTICK IS STRICTLY PROBIBITED.

REFERENCE IS MADE TO THE SUBSCRIPTION AGREEMENT AND
SUITABILITY QUESTIONNAIRE ATTACHED HERETO FOR COMPLETE
INFORMATION CONCERNING THE RIGHTS AND OBLIGATIONS OF INVESTORS
WHO PURCHASE THE NOTES OFFERED HEREBY. CERTAIN PROVISIONS OF
AGREEMENTS AND DOCUMENTS ARE SUMMARIZED IN THIS CONFIDENTTAL
PRIVATE OFFERING MEMORANDUM, AND THE SUMMARY IS QUALIFIED IN
ITS ENTIRETY BY THE DETAILED INFORMATION OR AGREEMENT OR
DOCUMENT APPEARING ELSEWHERE. IN CASE OF A CONFLICT BETWEEN
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM AND SUCH
AGREEMENTS OR DOCUMENTS, THE AGREEMENT OR DOCUMENT, AS THE
CASE MAY BE, SHALL GOVERN. REFERENCE 1S MADE HEREBY TO THE
COMPLETE TEXT OF ALL DOCUMENTS RELATING TO THIS PLACEMENT
THAT ARE DESCRIBED HEREIN. A COPY OF ALL DOCUMENTS AND
AGREEMENTS SO DESCRIBED BUT NOT INCLUDED HEREIN WILL BE MADE
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AVAILABLE TO A PROSPECTIVE INVESTOR AND ITS COUNSEL, ACCOUNTANT
AND ADVISER(S) UPON REQUEST.

PROSPECTIVE INVESTORS ARE NOT TO CONSTRUE THE CONTENTS OF
THIS CONFIDENTIAL PRIVATE OFFERING MEMORANDUM OR ANY PRIOR OR
SUBSEQUENT COMMUNICATIONS FROM THE COMPANY OR MR. CHITTICK
OR THEIR AFFILIATES AS LEGAL OR TAX ADVICE. EACH INVESTOR SHOULD
CONSULT HIS, HER OR ITS OWN COUNSEL, ACCOUNTANT AND OTHER
ADVISERS AS TO TAX MATTERS AND RELATED MATTERS CONCERNING AN
INVESTMENT IN THE COMPANY’S NOTES.

NOTWITHSTANDING ANYTHING CONTAINED IN THIS CONFIDENTIAL
OFFERING MEMORANDUM TO THE CONTRARY, EXCEPT AS REASONABLY
NECESSARY TO COMPLY WITH APPLICABLE SECURITIES LAWS, INVESTORS
(AND EACH EMPLOYEE, REPRESENTATIVE OR OTHER AGENT OF THE
INVESTORS) MAY NOT DISCLOSE TO ANY AND ALL PERSONS, WITHOUT
LIMITATION OF ANY KIND, THE U.S. FEDERAL INCOME TAX TREATMENT AND
TAX STRUCTURE OF THIS OFFERING AND ALL. MATERIALS OF ANY KIND
(INCLUDING OPINIONS OR OTHER TAX ANALYSES) THAT ARE PROVIDED TO
THE INVESTORS RELATING TO SUCH TAX TREATMENT AND TAX STRUCTURE.
FOR THIS PURPOSE, “TAX STRUCTURE” IS LIMITED TO FACTS RELEVANT TO
THE 7.S. FEDERAL INCOME TAX TREATMENT OF THIS OFFERING AND DOES
NOT INCLUDE INFORMATION RELATING TO THE IDENTITY OF THE ISSUER,
ITS AFFILIATES, AGENTS OR ADVISORS.
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MEMORANDUM SUMMARY

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

The Company

DenSco Investment Corporation, an Arizona corporation (the “Company™), is an Arizona
corporation, which has been in operation since April, 2001. In the ten years of operation from
April, 2001 through June, 2011, the Company has cngaged in 2622 Joan transactions, The
Company has been and will contirme to be engaged primarily in the business of making high-
interest loans with defined loan-to-value ratios to residential property remodelers (“Foreclosure
Specialists™) who purchase houses throngh pre-foreclosure process and foreclosure sales, all of
which are secured by real estate deeds of trust (*Irust Deeds”) recorded against Arizona
residential properties, but the Company will not limit its efforts to this niche, In connection with
its business, the Company will seck to maintain a diversity of builders, loan size, back-office
commercial properties, medical offices, strip commercial centers, high-end specialty and custom
residential properties and construction locations. The Company does not intend to exceed a
maxinmm loan size of $1,000,000.00. The Company intends to maintain a lpan-to-value ratio
below 70% percent in the aggregate for all loans in the loan portfolio.

The Company’s office is currently located at 6132 W. Victaria Place, Chandler, Arizona
85226. Its cutrent telephone mumber is 602-469-3001.

The Offering

Securities: The Company is offering the first $500,000 in principal amount of Notes
on an “all-or-none, best efforts basis” and on a “best efforts™ basis with
respect to the remaining $49.5 million in principal amount of Notes. T
eddition to the Company’s President’s (Deany Chittick) initial capital
contribution to the Company, Mr, Chittick maintains a $1 million
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investment in the Company at all times. This investment takes the form of
Notes. Thersfore, depending on the maturity of the Notes currently held
by Mr. Chittick, the minjimum offering may be met with his investment
only. The interest rates of the Notes will vary and will depend on the
denomination of the Note and the term selected by the investor. The Notes
are offered in demominations ranging from $50,000 to $1,000,000.00,
increasing in additional increments with a minimum of $10,000. The
Notes atre paid “interest only” during their terms, with principal payable
only at maturity, Investors may elect to have interest paid monthly,
quarterly or at maturity. If interest is paid other than monthly, interest will
compound monthly. The Notes are not trangferable without obtaining the
prior written consent of the Company. The Notes are general obligations
of the Company and are not directly secured by any specific asset of the
Company. At auy particular point in time, the assets of the Company will
consist primarily of Trust Deeds in an aggregate principal amount
approximately equal to the amount of the outstanding Notes. Sce “Use of
Proceeds” and “Desceiption of Securities.”

Restricted Nature of

Securiffes: The Notes are not registered and are restricted securities. This is a private
placement intended to be exempt from the registration requirements under
federal and upplicable state securities laws, and may only be made
personally by a principal of the Company to a ¢qualified mvestor who
intends to hold the investment to maturity. Secc “Description of
Securities.”

Risk Factors: An investment in the Notes involves a significant degree of risk. Only

investors who can bear the economic risk of such an invesiment should
purchase the Notes. See “Risk Factors” and “Tnvestor Suitability.”
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Use of Proceeds:  The proceeds of the offering will be used as working capital primarily for
lending secured by, and the purchase of, Trust Deeds within the gunidelines
set by the Company, See “Use of Proceeds” and “Business.”

Plan of Distribution: Notes may be purchased directly from the Company without commission.
The Company intends to make a continuous offering of the Notes uatil the
earlier of two years from the date of this memorandum or upon the sale of
the maximum offering of $50 million; provided, however, the Company
reserves the right to amend, modify or terminate this offering if the
Company changes its operations or method of offering in any material
respect, See “Description of Securities™ and “Plan of Distribution.”
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BUSINESS

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

process, and at foreclosure sales and through a sale of REQ properties (Real Estate Owned by a
financial mstitution after a foreclosure) or short sale transactions.

Target Markeis and Potential Future Markets

The Company will target the funding and purchasing of Trust Deeds to qualified
purchasers of foreclosed homes and qualified builders of Arizona commercial and residential
projects. The primary focus is to lend money to qualified borrowers who can fulfill their loan
obligation on highly marketable real properties with sufficient equity. When purchasing Trust
Deeds, the Company intends to consider Trust Deeds that the loan—to—value ratio does not
exceed 70 percent (70%) and the current yield is 18 percent (18%) or greater. Most of these
purchased loans will have short-term maturities (less than one year), and under certain
circumstances, Company may charge a higher interest rate or pass through additional costs
incutred on short-term loans. Most Trust Deeds will range in size from $25,000 to $500,000,
and the largest loan size is not intended to exceed $1,000,000. Each loan will be secured by its
underlying real property (or in rare instances, separate real properties) as well as by personal
property involved in the construction projects and personal guaranties (as determined on a case
by case basis). The loans are written to be repaid in six months and all loans are structured to
require monthly interest payments, A majority of the loans sre paid back within three months;
however, some Ioans are allowed to be extended on & case by case basis,

¥or lending to Foreclosure Specialists who purchase foreclosed homes prior to or at the
foreclosure sale, the Company will target remaodelers, contractors and other entities engaged in
this niche real estate wmrket, but the Company will not limit its efforts to this niche, The
Company intendg to have thegse Trust Deeds have loan-to-value ratios, no greater than 70 percent
but with an objective goal of 50 percent to 60 percent, The Company anticipates that the
minimum loan size will continue to be $25,000, and the maximmum loan size will continue to be
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$1,000,000. The values of these homes are determined to be based on the value to which they
will appraise at or sell for on the retail market,

For lending on commercial projects, the Company will target established, reputable
contractors and developers who are developing back-office commercial properties, medical and
other professional offices, strip and pre-sold commmercial centers, molti-unit apartment
complexes, build-outs and high-end specialty projects on Arizona land they own or have rights to
purchase. The Company intends to have these Trust Deeds have loan-to~value ratios, no greater
than 65 percent but with an objective goal of 50 percent to 60 percent, The maximum loan size
is intended to be $1,000,000, with subordinated participation from other lenders for larger
projects, which will probably obligate the Company to act on behalf of the other participating
lenders. The Company intends to directly (through an officer or cmployee) or indirectly
(through a real estate consultant) perform due diligence to verify certain information in
conmection with funding a Trust Deed. The loan-to-value ratio is determined by calculating the
reasonable market value of the property at the end of the construction project.

For residential loans, the Company will seek reputable, licensed contractors who have
pre-sold homes to build for qualified buyers. The Company also plans to finance builders’
models, builders’ “spec” homes aod those projects that are highly marketable and bave
substaatial builder equity. Most of these borrowers may qualify for conventional bank financing
but they may use the Company because of the faster financing, commpetitive over all costs, better
service and personal relationships with Mr. Chiitick. The Company will not lend to natural
persons for personal, family or household purposes.

The Company msy elect to participate as an equity partner in some projects should the
benefits warrant the risk, From time to time, a defiult occurs on a loan and the Company needs
to conduct a Trustee’s Sale or accept a Deed In Lieu of Foreclosure on the real property securing
a loan. As such, if the Trustee conducting the Trustee’s Sale does not receive a bid fn excess of
the Company’s credit bid (in the amount of the loan, accrued tnterest and costs) at the Trustee’s
Sale, the Company becomes the owner of the subject real property. The Company intends to sell
such properties as quickly as possible in an effort to minimize resulting costs and losses, and to
waintain a diversified fivancing operation. However, the Company reserves the right to lease
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any property obtained through a Trustee’s Sale or a Deed in Lieu of Foreclosure until the
Company deiermines that the property can be scld at a sufficient price. The Company may
diversify its financing operations in the future to include other areas of finance, The Company
does not anticipate entering any non-Arizona market without first atterpting to cosmtact the
significant Note holders and discussing this market with them,

Cash Flow

The Company uses a proprietary cash flow-management model for balancing the terms of
the Trust Deeds the Company makes to its borrowers with the terms of the Notes purchased by
the Company’s investors. The Cowpany's objective is to have sufficient cash coming in from
Trust Deed payofls to be able to redeem all Notes as they come due and msintain reserves
without any need to sell assets or issue new Notes to repay the earlier maturing Notes, Sce ‘Risk
Factors - Proceeds From Subsequently Issued Notes May Be Used to Repay Earliec Maturing
Notes.”

Limited Due Diligence

To the extent Trust Deeds aro purchased, Trust Deeds will be purchased through a
network of consultants, mortgage brokers and title companics that the Company belicves are
reliable referral sources. Prior to purchasing a Trust Deed or funding & direct loan, the Company
intends to have an officer, employee or an aunthorized representative conduct a due diligence
review by interviewing its owner, verifying the docimentation and performing limited credit
investigations as are decmed approptiate by the Company and visiting the subject property in a
timely manmer. For purchases of foreclosed homes, the properties are inspected after purchase,
before or during rehabilitation and after rehabilitation to insure the property is improved to a
marketsble condition. The Company will not make residential loans to natural persons for
personal, family or houschold purposes.
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Funding and Puarchase of Loans
The Company reserves the right to approve or decline the funding of each direct loan or
the purchase of each Trust Deed submitted for purchase.

Collections

The Company services the contracts it purchases and originates, If a customer misses a
payment without making satisfactory arrangement prior to the due date, the Company’s policy
will be to contact the customer within three to five days and watch the account closely until the
payment or satisfactory arrangement has been made. At the diseretion of the Company, the
Company’s norusl documents provide that a late charge of ten percent of the interest amount
due is to be assessed on a delinquent payment that is not cured within five days. If payment ona
Trust Deed is thirty (30) days delinquent, an accelerated default rate goes into effect and
foreclosure proceedings may begin under the Deed of Trust; provided, however, the Company
may clect not to begin foreclosure proceedings if the property secured by the loan is uader
contract for sale or is in the process of being refmanced. The goal of the Company is to recover
the principal of a Joan and any interest and or any late fees assessed. If the borrower is unable in O
a timely manner to sell or refinance the subject property, the Company may request that the
barrower execute a Deed in Lieu of Foreclosure (a “Deed in Lieu”™) to the Company so that the
Company will gain immediate control of the subject property rather then going through the
ninety (90) day process and expensc associated with a Trustee’s Sale. Upon the Company
gaining control of the property through a Deed in Lieu or a Trustee’s Sale, the Company will
decide either to market the subject property at retail, which may requite additional monies to
ifmprove the property to retail ready condition, or to wholesale the subject propetty “as is.” The
Company may also decide to rent the subject property as an investment property. If applicable,
the management of the rental properties will bo maintained by a professional management
company chosen by the Company.
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Regulation

The financing of construction loans and other types of real estate transactions are
regulated by various federal and state government agencies, including the Arizona Department of
Financial Institutions, Arizona Revised Statues §§ 6-901 to 910, §§ 6-941 to 948 and 6-971 to
985, and regulations issued thereunder, have specific mortgage broker and mortgage baoker
livensing and operating requirements. The Company’s management believes that it is not
required to be licensed by the Arizona Department of Financial Institutions as a mortgage broker
or a mortgage banker nor under certain federal laws, such as Truth-In-Lending Act or the Real
Estate Settlement Procedores Act. The Company intends to taks the necessary steps to ensure
that the borrowers it lends to and the projects covered by such loans will not fall within the
requirements imposed by the foregoing agency and acts,

The Company will not receive any points, commmissions, bonuses, refarral fees, loan
origination fees or other similar fees in connection with its real estate loans. The Company will
only receive periodic interest resulting from the application of the note rate of interest to the
outstanding principal balance remaining unpaid from time to time. By limiting its compensation
in this manner, the Company’s management believes it does not need a license from the Arizona
Department of Financial Institutions as either a mortgage loan broker or mortgage banker;
provided, however, the Company reserves the right to work with and to pay a reasonable and
customary mortgage broker fee to a licensod mortgage loan broker or mortgage banker for
services in connection with its loans or to other third-patty professionals in counection with due
diligence for its loans,

Certain federal laws and regulstions, such as the Truth-in-Lending Act, Real Estate
Settlement Procedurcs Act and others contain specific requirements for lenders seeking to make
loans to certain types of borrowers, which may or may not be secured by certain types of
residential real property. Most of these statutes and regulations apply to transactions only if the
loans are made to natural persons for personal, family or household purposes. The Company
will not lend to natural persons for these purposes.
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If new regulations are issucd by the U.S. Federal Housing Administration (the “FELA™) or
if a more strict interpretation of the current FHA regulations is implemented in the fiture, such
regulations could reduce the demand for the Company’s loans from Foreclosure Specialists
which could impair the Company’s ability to keep all of the proceeds from this offering fully

mvested in loans with borrowers.

Other states in the West bave instituted additional restrictions concerning loans secured
by private real estate, which are commonly referred to as “predstory mortgage lending laws.”
Although Arizona has not passed a similar statuie, such provisions may come info effect in
Arizona either through law or regulation during this offering, The Company’s management
belicves that its practices will not need to change in order to comply with any of the current
proposals if they should go into effect. However, there can be no assurance that such will be the

Case.

The Company’s management believos that it is not requited to register or be Heensed as
an investment adviser with the State of Arizona or with the U.S. Securities Exchange
Commission (“SEC”) pursuant fo the Investment Advisers Act of 1940 (the “Advisers Act”™), as
amended. The Advisers Act and the analogous Arizona law gencrally require all persons that are
engaged in the business of providing investment advice for compensation to register with the
SEC or Arizona provided that such adviser is not exempt from registration. The Conpany’s
management believes that it is not engaged in the business of providing investment advice for
compensation, and as such, is not required to register as an investment adviser with either the
SEC and/or the State of Arizona. In addition, even if the Company wera deemed to be engaged
in the business of providing investment advice for compensation, the Company anticipates that it
would exempt from registration as g “private investment adviser” under rules and regulations of
the SEC and/or the State of Arizona given that the Company has fower than the threshold
mumber of clients that would trigger registration with the SEC and/or the State of Arizona,

Under the Dodd-Frank Wall Strect Reform and Consumer Protection Act {“Dodd-Frank

Ant”), the “private investment adviser® exemption was eliminated and replaced by a number of
other specific exemptions. As directed by the Dodd-Frank Act, the SEC is currently preparing
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the final rules (the “Rules” that will provide guidance as to the applicability of the additional
specific exemptions that replace the “private investment adviser” exemption. The Company
expects that the SEC will issue the Rules during this offering; however, until this occurs, the
Company cannot determine whether it will be required to register as a result of the Dodd-Frank
Act and the Rules promulgaicd thereunder, Should the Rules require the Company to register as
an investment adviser, the Compauny intends fo take the uecessary steps to rvegister as an
nvestment adviser with the State of Arizona and/or the SEC within the time frame outlined in
such Rules.

Diversity of Risk

The Company will attenipt to maintain a diverse portfolio of Trust Deeds and loans by
seeking a large borrowing base, participating in several local markets, acquiring Trust Decds for
any lending into residential and commercial projects, establishing loan-to-value guidelines and
limiting financing to short terms. Currently, the Company’s base of borrowers exceed 150
approved and qualified borrowers, Tt is the Company’s plan that the base of barrowers
eventually will exceed 250 qualified contractors and foreclosure specialists. The Company witl
maintain loans throughout the Phoenix metropolitan area to reduce its risk to fluctnations in
values and conditions in markets within the metropolitan area. The Company also believes that
it can reduce risk by participation in various types of financing: Trust Deeds on foreclosed
properties, residential Trust Deeds and lending from $50,000 tract homes and condominjums to
$1,000,000 custom “spec” homes; and commercial investments for flex-office, back-office,
medical/general office and retail. In addition, the Company intends to maintain general Ioan-to-
valne guidelines that currently range from 50 percent to 65 percent (but it is intended mot to
exceed 70%), to help protect the Company’s portfolio of loans. Further, all loans are relatively

short term.

Because of these varying degtees of diversification, the relatively short duration of each
of the loans, and management’s knowledge of the Phoenix metropolitan area macket, the
Company’s management anticipates that it will not experience a significant amount of losses;
however, there can be no assurance that the Company will not experience such losses. Mr.
Chittick, individually, has made or paticipated in approximately 2800 loans secured by real
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estate over the last fourteen (14) years. As of the date of this Memorandum, Mr. Chittick and the
Company have collectively experienced 44 loan defaulis that required initiating a Trustee's sale
process, with seven of such loans being seftled pror to the Trustee Sale auction, Varfous
borrowers have conveyed seven properties to the Company pursuant to a Deed in Lien. To the
extent the Company decms necessary, the Company infends to use the services of outside real
estate lending consultants to assist in evaluating any loan or the secutity for the loan to reduce
the risk of a loss of principal due to the defiult of & real estatc loan by a borrower and the
resulting foreclosure upon the seourity for the loan.

The Company will make available to cach prospective investor, prior to the
consumination of the offering and sale of a Note to such investor and such iavestor's
representative and advisers, the opportunity to ask questions and receive answers conoerning the
teros and conditions of this offering and to obtain any additional information that the Company
may possess or may be able to obtain without unreasonable effort or expense, and which may be
necessary to verify the accuracy of the information furnished to such prospective investor.

Executive Offices

The Company’s coffice is currently located at 6132 W. Victoria Place, Chandler, Arizona
85226. Its cumrent telephone number is 602-469-3001.

6BBBS6.4 11

O

BC_002931



RISK FACTORS

An investment in the Notes affered by the Company involves a significant degree of risk.
The securities offered hereby should not be purchased by anyone who cannot iolerate significant
visk, including the possibility of losing their total investment in the Notes. In onalyzing a
possible invesiment in the Notes, prospective invesiors should consider carefully the following
Jactors, together with the information contained elsewhare in this Memorandum.

Operating History

In the Company’s ten year operating history through Junme, 2011, the Company has
completed in excess of 2622 loan transactions. However, even with these number of loans over
ten years, the evaluation of prior company performance set forth in Prior Performance is limited
in time. Accordingly, there can be no assurance that the Company will be able to continue to
operate and achieve these results on a going-forward basis, which could limit the Company’s
sbility to repay the Notes as planned.

Competition

The Company is engaged in a highly competitive industry. The Company competes with
banks, savings and loan institutions, credit unions, morigage brokers, finance companies and
other private investors that are established in the finance business. Competition in the finance
business is based upon the lowest overzll loan cost, which consists of interest rates, foes, closing
costs, document fises, reputation, and availability of funds and the length of time it takes to
approve a loan, The cost of fiunds to many of our competitors is typically lower than the
Company’s, allowing them to compete for borrowers on better torms, such as interest rates,
which is a significant component of loan cost. The competition usually has lower costs on
longer-term loans. The Company®s higher cost of capital and lending rates may result, in part, in
the Company acquiting Trust Deeds and lending o boirowers who are unable to obtam financing
from these larger competifors. In some cases, these types of borrowers have weaker credit
worthiness than other borrowers, which could expose the Company to a greater risk of
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nonpayment of its loans by borrowers. See “Business-Target Markets and Potential Future
Markets,”

Ability to Generate Sufficlent Cash Flow to Service the Outstandiug Notes

The Company's ability to generate cash in amounts sufficient to pay interest on the Notes
and to repay or otherwise refinance the Notes as they mature depends upon the Company’s
receipt of payments due under the loans that are in the Company’s portfolio. The Company’s
financial performance and cash flow depends upon prevailing econoraic conditions and certain
financial, business and other factors that ace beyond the Company’s control These factors
include, among others, economic and competitive conditions, partioularly in areas in which the
borrowers opetate their businesses, and general economic conditions that affect the financial
strength of developers and real estate investors in the areas that the Company intends to make
investments, In recent years the decline of real estate values has been the largest challenge
facing the real estate finance industry. This development is something new to the industry that
typically sees a slow rising in values of properties or at least a stability of prices. The dramatic
and prolonged decrease in values has forced the Company to change how it operates, which is
requiring monthly interest payments under its loans rather then allowing the infercst to
compound. The Company has also shortened the maturity of loans to borrowers in some cases
and is only extending the foans to a few borrowers under strict conditions. Accordingly, an
investment in the Notes offered bereby involves substantial risk and Notes should not be
purchased by anyone who cannot folerato substantial risk, including the possibility of losing thefr
total investment in the Notes. There can be no assurance that the Company will be able to
continue to operate and repay the Notes as planned.

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

The Company is responsible for collecting payments from loan obligors and for
foreclosing under an applicable Trust Deed in the event of default by an obligor. Ifthe Company
is forced to conduct a Trustee’s Sale to obtain ownership and possession of a property securing a
loan, the value of the property may have decreased between the time that the outstanding loan
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was initially made to the time of repossession pursuant to a Deed in Lieu or a Trustes’s Sale.
Consequently, the Company’s sale of such property may result in a loss as a result of the amount
owed to the Company being in excess of the value received by the Company pursuant to a
subsequent sale of the property. Accordingly, an investment in the Notes offered hereby
involves substantial risk and Notes should not be purchased by anyone who cannot tolerate
substantial visk, including the possibility of losing fheir total investment in the Notes. There can
be no assurance that the Company will be able to contimie to operate and repay the Notes as
planned.

Expansion of Real Estate Loan Base

Afier giving effect to this offering and the application of the net proceeds, the Company
will have significant outstanding indebtedness. The Company’s ability to make scheduled
principal and interest payments on the Notes will depend upon the Company’s ability to generate
adequate revenues from its real estate lending operations. The Company has historically
received approximately 18% effiective interest on its real estate loans but minimal interest on its
cash accounts at its bank. Therefore, in order to pay the principal and interest due on the Notes,
the Company will need to loan a significant amount of its capital to its real estate loan borrowers
and reloan any repayment proceeds in a timely manner. As the Company receives the proceeds
from this offering, the Company intends to expand its real estate loan base in arder to keep its
capital loaned to its real estate loan borrowers as opposed to being in its cash accounts at the
bank, If the Company cannot continne to expand iis real estate loan base, it may not generate
cnough revemies to service its debt obligations, including the Notes. Accordingly, the Company
will coniinue to rely upon repeat borrowers, word of mouth referrals and the referral network of
outside mortgage brokers and consultants that Mr, Chiitick has developed. See “Business-Target
Markets and Potential Future Marlets.”

Demand for Real Estate Loans

The Company’s success depends, in part, upon its ability to continue to develop and
achieve growth in its real estate lending operations and to manage this growth effectively. In
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forpmlating and implementing its business plan, the Company relied on the judgment of its
officer and consultants, and on their research and collective experience to determine customers,
marketing strategy and procedure. The Company has not planned, conducted or contracted for
any independent market studies concerning the anticipated demand for the Company’s real estate
lending services. Although the Company has reviewed gencral reports concerning the number of
houses being built, houses for sale, jobs created and people relocating to Metropolitan Phoenix,
the Company has not reviewed any specific analysis concerning the demsand for its niche in real
estate lending. Although Mr. Chittick and the Company have developed a network of qualified
borrowers and referral sources of current borrowers and escrow officers, there can be mo
assurance that there will contimue to be sufficient demand for loans by qualified borrowers. To

- the extent that there i3 insufficient demand for loans by qualified borrowers, this could have an
adverse effect on the anticipated demand for the Company’s real estate lending services and limit
the Company in its efforts to generate sufficient revemues to make scheduled intcrest and
principal payments on the Notes needed for growth. See “Business-Target Markets and Poteatial
Future Markets.”

Management of Rapid Growth

The Company’s success depends, to a large extent, on its ability to achieve growth in the
mumber of loan applications and closings, the due diligence and servicing of these loans and the
ability to manage this growth effectively. This growth will challenge the Company’s
management, resources and systems. As part of its business strategy, the Company intends to
pursue continued growth through its business contacts, marketing capabilities and marketing
alliances. As the Cowpany contimues to grow, the Cormpany will need to expand its resources
and systems to manage future growth, but there can be no assurance that the Company will
continue to be able to grow in the future or to even manage this growth effectively. Failure to do
so could materially and adversely affect the Company’s business and financial performance. See
“Business,” and “Management.”
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No Sinking Fand Provision; No Separate Loan Loss Reserve; Lack of Governmental
Insarance

The Notes represent general obligations of the Company and will not be subject to
redemption through a sinking fund. Although the Company does not currently maintain a loan
loss reserve fund, the Company’s Management tries to maintain an allowance for fosses as part
of the Company’s general assets at a level that Management believes is adequate to absorb any
anticipated losses. At this thwe, the Company reserves the right to maintain such reserve in the
Company’s discretion, but the Company has no plans to currently implement a separate loan loss
reserve fund, As a result, the risk of loss on the Notes is greater than would be the case if the
Notes were backed by a sinking fund or if the Company funded and maintained a separate loan
loss reserve fund, Repayment of the Notes by the Company is not secured by any property
owned by the Company or any third party. There will be no limitation on the amount of fisture
indebtedness that the Company may issue, create or incur, and the Company will not be
prohibited from permitting liens to be placed on or creating senior liens on its property for any
purpose, incinding for the purpose of securing payments or additional indebtedness.
Furthermore, neither the Federal Deposit Insurance Corporation nor any other state or federal
govermmnent agency insures the Notes, See “Description of Securities.”

Terms of Nofes

The Company expects to redeem the Notes ag they mature, including the initial principal
balance of each Note and all acerued and unpaid interest. However, the Company has the right
to redeem the Notes at any time prior to maturity upon 30 days’ written notice to the Noteholder.
In the case of early redemption, the Company has the absolute discretion fo select the Notes that
it will redeem, and there i3 no requirement that Notes be redcemed from Noteholders on a pro
rata or any other basis, Notes redeemed prior to maturity would prevent Noteholders of the
Notes called for redemption from receiving the anticipated return on such Notes, See
“Description of Securities.”
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Proceeds From Subsequently Issued Notes May Be Used to Repay Earlier Maturing Notes

The Company may be dependent upon the proceeds of subsequently issued Notes to
repay esrlier maturing Notes. If sufficient proceeds from such subsequently issued Notes are not
raised, the Company would rely on its cash reserves, its operating capital and proceeds from the
sale of Trust Deeds to tepay the earlier maturing Notes. Such funds may be insufficient to repay
the earlier maturing Notes, in which event the Company may be unable to repay such Notes or
the subsequently issued Notes. The ability of a Notehalder to obtain payment of principal and
interest on a Note in these circumstances could be limited to the extremely unlikely event that the
Noteholder gains control over and sell assets of the Company. See “Use of Proceeds™ and
“Description of Securities.”

Variable Rates and Maturities of Notes

Bach Note bears a fixed rate of interest from the date of its issuance until maturity or
early redemption. However, Notes issued subsequent to those purchased by ap investor may be
issued at higher or lower interest rates and shorter or longer maturities, depending wpon market
conditions and other factors, Notes outstanding at any given time will not be modified to reflect
the terms and conditions of such subsequently issued Notes. Therefore, any particular investor
risks investing in the Notes on terms less favorable than may be available at later dates to fiiture
investots, See “Description of Securities,”

Management anticipates that the interest rate on each Note will be determined and agreed
upon on the date of issuance, in significant part, by the demand for funds and the competitive
environment in the foresecable fiture by the Company. Since the interest rate the Company may
charge for its loans to ifs customers iy limited by competitive and other factors, the Company
may not be able to increase the interest ratos charged on its loans to compensate for increases in
its fanding rate to investors. Similarly, the Company may not be able to decrease the funding
rate to its investors to compensate for decreases in the interest rates charged on its loans to its
customers. Also, market forces could eliminate the interest rate difference between the interest
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rate paid to Investors and the interest rate charged to the Company’s customers. See
“Description of Securities.”

Value of Company’s Assets

The Notes, together with all other outstanding Notes and all other advances or liabilities
owed by the Company to any holder of an outstanding Note, will be unsecured as to any and all
assets owned by or later acquired by the Company (the “Company’s Assets”). There can be no
assurance that the proceeds of any sale of the Company’s Assets pursuant to and following an
Event of Default (as defined in “Description of Secatities™) would be sufficient to repay the
Notes. In addition, investors in the Notes will have no ability to cause a sale of Company assets.
See “Use of Proceeds,” ‘Business” and “Description of Securities.”

Collections and Foreclosures

The Company i3 responsible for collecting payments from Ioan obligors and for
foreclosing under the applicable Trust Deed in the event of defmlt by an obligor. If the
Company must complete a project repossessed by it, the Company may have to inject additional
capital, which it may not be able to fully recover. Purther, the completion time may be in excess
of one year, causing 4 severe strain on the cash flow of the Company, depending upon the project
size. The Company glso is subject to striot state law requirements in the collection and
repossession of its collateral securing each loae. Although the Company will make every effort
to comply with all applicable laws, any failure to comply may subject the Company to severe
monetary damages or penaltics and may result in administrative or judicial action against the
Cormpany. See “Business-Regulation.”

No Assurance of Conventional Finaucing for the Company’s Operations

Tn addition to Note procseds, the Company may establish lines of credit or obtain various
forms of financing from a financial institution or any other person or entity. The Company’s
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management believes that during the past fow years, conventional financing for speculative
business enterprises, such as the Company’s lending operations, has become more difficult to
obtain, If regular, continued sale of the Notes is not successfirl, and the Company is not able to
obtain sufficient financing from other sources, the Company may be forced to sell Trust Deeds
and/or loans in its portfolio to pay maturing Notes as they come due. Mr. Chittick has provided
liquidity to the Company through an equity line of credit in the past and he intends to do so in the
fiuture., When Mr. Chittick advances fiinds to the Company from this equity line of credit, M.
Chittick draws an interest rate of 12% per annum from the Company. Funds advanced in this
manner ate generally only short term (3-5 days). If the Company were fo require additional
conventional financing, the lender will probably secure its loan through Mr. Chittick to the
Conmpany by requiring a lien on the Company’s assets, including the Trust Deeds. The lender’s
lien would have priority to any claims of any of the investors in the Notes, which puts these
investors at rigk, There can be no assurance the Company would be able to receive sufficient
proceeds from the sale of the loans or Trust Deeds to repay any additional financing, if
applicable, and to repay all of the outstanding Notes. See “Use of Proceeds,” “Business™ and
“Description of Securifies."

Regulation

Because it will not make loans for personal, family or household purposes, the Company
believes it has structured its operations to be exempt ftot various federal and state regulations,
and particularly from regulations affecting londing and financial institutions. If it is determined
that the Company has not structured its operations so that it is exempt from regulation, the
Company could become subject to extensive regulation, including the Truth in Lending Act, the
Homeownership and Equity Protestion Act of 1994, the Equal Credit Opportunity Act, the Fair
Credit Reporting Act, the Real Estate Seftlement Procedures Act and the Home Mortgage
Disclosure Act, as well as various state laws and regulations. Failure to comply with any of
these requirements or any similar state law requirement, may result in, among other results,
demands for indemmification or repurchase, rescission rights, lawsuits, administrative
enforoemont actions and civil and criminal liability. In addition, there can be no assurance that
existing regulations will not be rovised to govern the activities of the Company as currently
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structured. Compliance with existing or future regulation could be costly and could materially
and adversely affect the operations of the Company. See “Business — Regulation,” including the
predatory mortgage lending discussion contained therein,

FHA Regulations

If new regulations are igsued by the Federal Housing Administration ot if a more strict
iaterpretation of any of its regulations is implemented in the future, such regulations could
reduce the demand for the Company’s loans from prospective borrowers, which could impair the
Company’s ability to keep gll of the proceeds from this offering fitlly invested. See “Business —
Regulation.”

No Assurance of Successful Placement of the Notes

The Notes are being privately placed by the Company to qualified investors who intend
to hold them for their own account until maturity. There is no underwriter, and there is no
assurance that the Compauny will be sucoessful in the contimied placement of the Notes in a
manner sufficient to satisfy its cash flow requirements to contime funding loans to its borrowers.
See “Use of Proceeds™ and “Business.”

Absence of Public Market/ Non-Transferability of Notes

The Notes have not been registered under the Act or any state securities law and, unless
so registered, may not be offered or soki except pursuant to am exemption from, or in a
transaction not subject to, the registration requirements of the Act and applicable state securities
laws. The Company does not intend to register the Notes under the Act or any state securities
law. In addition, the Notes are non-transferable without the prior written consent of the
Company, which consent may be withheld in the Company’s sole discretion. Accordingly, there
is mo publio or private trading market for the Notes, and it is highly unlikely that a trading market
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will develop. The Company has no obligation to make any effort to cause a trading market to
develop and does not intend to take any actions to cause a trading market to dovelop.
Accordingly, and because the restricted nature of the security prohibits the purchase of the Notes
for any purpose other than holding to maturity, an investor in the Notes mmst anticipate holding
the Notes to maturity. See “Desgcription of Securities.”

Impact of Change in Economic Conditions

An unforeseen change of gencral economic conditions, and particularly in Arizona and
the southwestern United States, may adversely impact the Company’s businegs and its ability to
generate sufficient operating income to satisfy its debt obligations, including its obligations
under the Notes as they become due. The Company maintains the right to adjust the interest paid
in subsequently offered Notes and on the Notes offered hereby with 30 days’ written notice. In
the past, Arizona's real estate market has been cyclical and has experienced severe fluctuations,
Investors should anticipate that these real estate markets might experience cyclical fluctuations in
the fiture, The Company would adjust its operations in response to changing conditions, tut
there can be no assurance that the Corapany will be able to operate as planned during periods of
such fluctuation or adjust its operations to avoid the impact of such changed conditions, See
“Business-Target Markets and Potentinl Fature Markets,”

Dependence on Key Personnel

The Company is dependent on the confinued services of Mr. Chittick. The Company’s
ability to continue its lending operations would be significantly and adversely affected by the
loss of Mr. Chitick if a qualified replacement could not be found without uadue delay.
Although Mr. Chittick occasionally uses the services of ouiside consultants who have assisted
Mr, Chittick in limited absences, it is unlikely that an outside consultant would be able to
perform Mr, Chittick’s duties as successfully as Mr. Chittick has dome. If Mr. Chittick is
disabled or unavailable for a long period of time, Mr. Chittick has developed a contingency plan
for a consultant to wind down the Company’s business, but there can be no assurance that snch

6838564 21

O

O

BC_002941



plan will be successful. See “Management-Contingency Plan in the Bvent of the Death or
Disability-of Mr.-Chittick® -— - - - - e - = e - - - -

Management’s Qutside Interests and Conflicts of Interest

Mr. Chittick may maintain some activity in personal investments outside of the Company
and he may manage similar types of outside portfolios as those maintained by the Company.
Some of the Company’s outside consultants who occasfonally assist Mr. Chittick also make
investments in loans secured by deeds of trust. In addition, Mr. Chittick invests in similar
instruments on his own behalf. Since the Compamy plans to invest in portfolios similar to those
of soms of its consultants and Mr. Chittick, and becanse of the past (and limited preseot)
consulting relationships between and among Mr. Chittick and some consultants, conflicts of
interest exist and will continne to exist between the Company and the outside interests of Mr.
Chittick and some consultants. See “Management,”

No Protections From Investment Company Act Registration

The Company is not registered, and does not intend to register, under the Investment
Company Act of 1940 in reliance upon an exclusion from the definition of an imvestment
company provided in Section 3(c)(5) thereof As a result, the operation and conduct of the
Company’s business will be subject to substantially less federal and state regulation and
" supervision than a registered investment company. If the Company was subject to the
Investment Company Act of 1940, the Company would be required to comply with significant,
ongoing regulation which would have an adverse impact on its operations. This could occur if a
significant propartion of the proceeds from the sale of the Notes wete jnvested in short-term debt
instruments for longer than a one-year period. The Company intends to take all reasonable steps
to avoid such classification. See “Business.”
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No Protections From Investment Advisers Act of 1940 or Analogons Arizona Law

The Company is not registered or licensed, and does pot fntend to register or become
licensed as an investment adviser with the State of Arizona or with the SEC pursnant to the
Investment Advisers Act of 1940 because the Company’s management believes that the
Company is not engaged in the business of providing investment advice for compensation.
Accordingly, the operation and conduct of the Company’s business will be subject to less foderal
and state regulation and supervision than a registered investment adviser. Ifthe Company was
subject to the Investment Advisers Act of 1940 or the analogous Arizona law, the Company
would be required to comply with significant, ongoing regulation which could cause the
Company to incur additional costs, adversely impacting its operations. This could occuc if the
Company were deemed to be engaged in the business of providing investment advice for
compensation and the Company cannot avail itself of the private investment adviser exemption
under Atizona law ot the forthcoming exeraptions under the Rules to be promulgated by the SEC
pursuant to the Dodd-Frank Act. The Company intends to take all reasonable steps to avoid such
classification. See “Business.”

Control by and Benefits to Insiders

Noteholders will not be able to influence the management of the Company because Mr.
Chittick owns all of the outstanding shates of common stock of the Company. See
“Management” and ‘“Principal Shareholder.”
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Difficalties and Costs of Continuous Offering

Until the maximum offering proceeds are attained or the Company terminates this
offering, the Company expects to offer the Notes for placement on & continuing basis for two
years from the date of this Memorandum unless the Company changes its operations or method
of offering in any material respect prior to the expiration of the two year offering period. See
“Plan of Distribution.” In order to contimue offering the Notes during this period, the Company
will need to update this Memorandum from time to time, Keeping the information in the
Memorandum current will cause the Company to incur additional costs. A failure to update this
Memorandum as reqnired could result in the Company being subject to a claim under Section
10b-5 of the Securities Act for employing a manipulative or deceptive device in the sale of
securities, subjecting the Company, and possibly the management of the Company, to claims
from regulators and investors. In addition, an investor might seck to have the sale of the Notes
hereunder rescinded which would have a serious adverse effct on the Cotpany’s operations.

Certain Charter Provisions

Arizona law provides that Arizona corporations may include provisions in their articles of
incorporation or bylaws relieving directors and officers of monetary liability for breach of their
fiduciary duty as director or officers, respectively, except for the liability of a director ar officer
resulting from: (?) any transaction from which the ditector derives an improper personal benefit;
(ii) acts or omissions involving intentiopal misconduct or the absence of good fuith; (jif) acts or
omissions showing reckless disregard for the director’s or officer’s duty; or (iv) the making of an
illegal distribution to shareholders or an illegal loan or guaranty,

The Company’s Articles of Incorporation provide that the Company’s directors are not
liable to the Company or its shareholders for monetary damages for the breach of their fiduciary
duties to the filllest extent permitted by Arizona law. The Company’s Bylaws provide that the
Company may indemnify its ditectors and officers as to those liabilities and on terms and
conditions permilted by Arizona law including the payment of expenses incutred by a director or
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officer in advance of final disposition of the proceeding following the furnishing of certain
written representations.

Notes Are Unsecared General Obligations

The Notes are nasecured obligations of the Company, and Noteholders will be general
unsecured creditors of the Company. The Notes do not limit the Company’s ability to obtain
additional capital from other sources and do not limit the Company’s ability to grant such other
financing sources liens or other security interests in the Company’s assets and other property, If
a baskruptcy proceeding is commeuced by or against the Cotnpany, creditors of the Company
who were granted a securily interest in the Company’s property will be entitled to repayment
prior to any general unsecured creditors of the Company, including the Notcholdets. The
Company may also incur additional umsecured obligations, which could reduce the funds
available for repayment of the Notes in a bankruptey or other liquidation scenario. Title 11 of
the United States Code (the Bankruptcy code™) also specifies that certain other creditors be
entitled to repayment prior to general unsecured creditors. There can be no assurance that the
Noteholders will receive any payments in respect of the Notes if the indebtedness of any secured
creditors of the Company exceeds the value of such secured creditors’ collateral,

Changes in Tnvestment and Financing Polices Without Notcholder Approval

The major business decisions aud policies of the Company, including its investment and
lending policies and other policies with respect to growth, operations, debt and distributions, will
be determined by the Company’s management, The Company’s management will be able to
amend or revise these and other policics, or approve transactions that deviate from these policies,
from time to time without a vote of the Neteholders. Accordingly, the Noteholders will have no
control over changes in strategies and policies of the Company, and such changes may not serve
the interests of all the Noteholders and could materially and adversely affect the Company’s
financial condition or results of operations.

6888564 25

O

BC_002945



Issnance of Additional Debt and Equity Securities

The Company will have authority to offer additional debt and equity securities for cash,
in exchange for property, services or othcrwise. The Notcholders will have no preemptive right
to acquire any such securities. Further, the Company is not subject to any agreement that liroits
or restricts the amount or the terms of additional debt that the Company may mcur in the fiature,
To the extent that the Company incurs debt and grants its creditors security interests in ar other
liens upon the Company’s assets or other collateral, those other creditors would enjoy priority in
right of payment compared to the Noteholders, up to the value realizable from such collateral.

Concentration of Loans in Arizona

The Company's portfolio of loans is concentrated in Arizona. Consequently, the
Company’s operations and financial condition are dependent upon general trends tu the Arizona
market in which such concentration exists and, more specifically, its respective real estate
market. A decline in a market in which the Company has a concentration may adversely affect
the values of properties securing the Cotupany’s loans, such that the principal balance of such
lpans may equal or exceed the value of the underlying properties, making the Company’s ability
1o recover losses in the event of a borrower’s default unlikely. In addition, uninsured disasters
such as floods, tetrorism, and acts of war may advetsely impact the borrowers’ ability to repay
Toans, which could have a material adverse effect on the Company’s results of operations and
financial condition.

Possibie Inadequacy of Allowances for Loan Losses

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

Broad Management Discretion a5 to Use of Proceeds

The net proceeds to be received by the Company in connection with this offering will be
used for working capital and general corporale purposes, including the finding of loans.
Accordingly, management will have broad disceetion with tespect to the expeuditure of such
proceeds, Purchasers of the Notes will be entrusting their fiinds to the Company’s management,
upon whose judgment they must depend, with limited infarmation conceming the specific
working capital requirements and general corporate purposes to which the funds will ultimately
be applied. See “Use of Proceeds.”

Company Js Exposed to Risks of Being a Lender

The cucrent economic downtun could severely distupt the market for real estate loans
and adversely affect the value of any outstanding real estate loans made by the Company, and in
tumn the Notes. Non-performing real estate loans may require substantial negotiations by the
Company with the borrower in order for the Company to ultimately obtain the underlying
property used as collateral for the loan. The Company may incur additional expenses to the
extent it is required to negotiate with the borrower in order to obtain the underlying property, In
the event the Company is unable to obtain the underlying property, because of the unique and
customized nature of a real cstate loan, certain real estate loans may not be sold casily. One or
wore non-performing real estate loans secured by property that the Company is unable to obtain
could have a negative effect on the performance of the Company and the return on your

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

In the event the Company decides to foreclose on a real estate loan, legislative or
regulatory initfatives by federal, state or local legislative bodies or administrative agencies, if
enacted or adopted, could delay foreclosure, provide new defenses to foreclosure or otherwise
impair the ability of the Company to foreclose on a real estate Joan in dofault.  Various
jurisdictions have considered or are currently considering such actions, and the nature or extent
of the limitation on foreclosure that may be enacted cannot be predicted. Bankruptcy courts
could, if this legislation is enacted, reduce the amount of the principal balance on a real estate
loan, reduce the interest rate, extend the term to maturity or otherwise modify the terms of a
bankrupt borrower's real estate loan,

Property Ovners Filing for Bankrnptcy May Adversely Affect the Company and the Notes

The filing of a petition in baokruptcy automatically stops or “stays™ any actions to
enforce the terms of a real estate loan. Further, the bankruptcy court may take other actions that
prevent the Company from foreclosing on the underlying property, A court may require
modifications of the terms of a real estate loan, including reducing the amount of each monthly
payment, changing the rate of interest and altering the payment schedule, thus allowing the
borrower to keep the underlying property and thus preventing foreclosure by the Company
and/or making the sale of the real estate less profitable. A court may also permit a borrower to
curc a monctary default relating to a real cstatc loan by paying arrcarages within a reasonable
period and reinstating the original real estate loan payment schedule, even if a final judgmeut of
foreclosure has been entered in a state court. Any bankruptcy proceeding will, at a roinimum,
delay the Company in achieving its investment objectives and may adversely affect the

Company’s profitability.

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

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

Delays in Liquidation Due to State and Focal Laws

Property foreclosure actions are regulated by state and local statutes and rules and are
subject to many of the delays and expenses of other lawsuits, sometimes requiring several years
to complete. As a result, if the Company is not able to obtain the property voluntarily from the
borrower, the Company may not be able to quickly foreclose on and subsequently sell & property
securing & real estate Ioan.

An Investment in the Notes May Not Be Consistent With Sectiont 404 of ERISA

Persons acting as fiduciaries on behalf of a qualified profit sharing, pension or other
retirement trusts subject to the Employee Retirement Income Sccurity Act of 1974 (“ERISA”)
should satisfy themselves that an investment in the Notes is consistent with Section 404 of
ERISA and that the investment is prudent, taking into consideration cash flow and other

objectives of the investor.

There Can Be no Assurance of Confldentiality

As part of the subscription process, investors will provide significant amounts of
information sbout themseives to the Company. Pursuant to applicable laws, such information
may be made available to third parties that have dealings with the Company, and governmental
authorities (including by means of securities Iaw-required information statements that are open to
public inspection). Investors that are highly sensitive to such issues shonld consider taking steps
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to mitigatc the jmpact upon them of such disclosures (such as by investing in the Notes through
an intermediary entity).

Legal Counsel to the Company and Its President Does Not Represent the Noteholders

Each investor must acknowledge and agree in the Subscription Agreement that legal
counsel representing the Compauy and its President does not represent, and ghall not be deemed
under the applicable codes of profissional responsibility, to have represemted or to be
representing, any or all of the investors.

Legal Counsel to the Company Will Represent the Interests Solely of the Company and Its
President

Documents relating to the purchase of Notes, including the Subscription Agreement to be
completed by each investor, will be detailed and often technical in nature. Legal counsel to the
Company will represent the interests solely of the Company aud iis President, and will not
represent the interests of any investor. Accordingly, each prospective investor is urged to consult
with its own legal counscl before investing in the Company and the purchase of the Notes.
Finally, in advising as to matters of law (including matters of law described in this
Memprandum), legal counsel has relied, and will rely, upon representations of fact made by the
Company’s President. Such advice may be materially inaccurate or incomplete if any such
representations are themselves inaccurate or incomplete, and legal counsel generally will not
undertake independent fnvestigation with regard to such representations,

Federal Income Tax Risks

The discussion emtitled *Certain United States Federal Income Tax Considerations”
includes a discussion of certain U.S. income tax risks involved in an investment in the Notes.
The section does not discuss all aspects of U.S. federal income taxation that may be relevant to
any particular investor and cannot address any investor’s specific investment circumstances, In
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addition, the section does not include a discussion of state, local or forefgn tax laws. Each
investor should consult its own tax advisor with respect to these and other tax consequences of
an investment in the Notes,
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FORWARD-LOOKING STATEMENTS

This Confidentiel Private Offering Memorandum, including information incorporated by
reference in this Memorandum, contains forward-looking statements regarding the Company’s
plans, expsctations, estimates and beliefs. Actual results could differ materially fom those
discussed in, or implicd by, these forward-looking statements, When used in this Memorandum,
the words “anticipate,” “Intend,” “believe,” “estimate,” and other similar expressions generally
identify forward-looking statements, which are found throughout this Memorandum whenever
statements arc made that are not historical facts. Accordingly, such forward-looking statements
might not accurately predict fiiture events or the actual performance of an investment in the
Notes. In addition, you must disregard any projections and representations, written or oral,
which do not conform to those contained in this Canfidential Private Offering Memorandum.
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USE OF PROCEEDS

The Company intends to use the net proceeds received fiom the sale of the Notes,
primarily for operating capital, to purchase and find Trust Deeds and to acquire intcrests in
properties or notes, which the Company’s management anticipates to be able to resell or collect
as applicable. The proceeds from the sale of Notes may be used to repay earlier maturing Notes;
provided, however, the Company will limit the amount of money that may be raised for this
purposs so that the Company will not becoms subject to the Investment Company Act of 1940,
Ses “Risk Factors — Proceeds From Subsequently Issued Notes May Be Used to Repay Barlier

Maturing Notes.”

The Company may use proceeds from this private placement for general business
purposes, including rent, advertising, labor and administrative expenses, if needed, investment,
expansion or the purchase of capital assets and to find loans to borrowers and purchase Trust
Deeds. However, the Company expects that no more than .05 percent of the proceeds of the
offering will be allocated to general business purposes. The Company is not requited to maintain
reserves or to deposit any of the proceeds of the offering, into a reserve accouat, for the purpose
of providing liquidity to service interest payments on, atid redemption of, the Notes as they
mature. The Company does not intend to maintain reserves from the proceeds of the offering in
a cash reserve account, The remaining proceeds, net of cash reserves, if any, should be available
to fund and purchase Trust Deeds. The Company is not tequired or obligated to give
Noteholders notice of any changes in the Company’s intended use of proceeds of the offering,
See “Business.”

The following table sets forth the Company’s best cstimates of the use of the minimum
and maximum target gross proceeds from the sale of the Notes.
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Minimum  Percent Target Percent
Amount of Amount of
Raised  O0eTE iy Offering

Gross Offering Procecds $500,000 100%  $50,000,000 100%
Commissions & Costs (1) -0- 0% -0- 0%
Cash Reserve (2) -0- 0% -0- 0%
General Business (3) $25,000 5% $25,000  .05%
Proceeds Available For Funding/ Purchase  $475,000 95%  $49,975,000 99.95%
of Construction Loans (4)

(1) The Company does not anticipate paying costs and commissions in excess of the costs

@

@

associated with this offering. The Notes may be purchased directly from the Company
without commission. Notes maturing more than two years also may be purchased by
mvestors using qualiffed funds (ie., IRA, SEP IRA, ROTH IRA and Keogh Plans), through
a licensed broker-dealer and with an approved custodian; provided, that such investments
meet the investor suitability requirement,

Company intends (but is not required) to maintain cash teserves (or access to other fnds)
approximately equel to a minimum of one percent of the aggregate balance of Notes
outstanding in ifs general accounts to provide funds to service interest payments and to
facilitate redemption of the Notes. "This amount will be calculated using a proprietary cash-
flow management model. Interest accring in the gemeral accounts will belong to the
Company.

Company anticipates that its curent facilities are adequate to fund real estate loans and to
service the volume of contracts that would be purchased at the minimum level of proceeds.
If its business is significantly increased, the Comapany may invest in additional personnel,
computer equipment and facilities capable of processing increased data. General business
expenses may also include the offering expenses.
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(4) This use of the proceeds is only an estimate and the Company reserves the right to allocate
the proceeds in a different manner consistent with the Confidential Private Offering
Memorandum,
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PRIOR PERFORMANCE

Mr. Chittick organized the Company in April of 2001 to provide a short-term funding
source for primarily real estate developers and foreclosure specialists. Mr. Chittick has arranged
for the funding and administration of real estate loans since that time, [The chart set forth below
indicates the Company’s history in raising mioney from investors, the mumber of loans made;, the
aggregate amount of such loans, the underlying values of the security for such loans and any
problems with respect to such loans,]

Mr. Chittick initially capitalized the company with one million dollars of his personal
fiunds. From July 2001 through December 2001, an additional $500,000 was raised from
investors. In 2002, an additional $930,000 was raised from investors. Tn 2003, an additional
$1,550,000 was raised from existing and new investars, In 2004, the amount from bath old and
new investors increased to an additional $2,450,000, In 2005, an additional $2,670,000 was
raised from existing and new investors. In 2006, an additional $2,800,000 was raised from
existing and new investors. In 2007, an additional $2,400,000 was raised from existing and new
imvestors. In 2008, an additional $3,000,000 was raised fiom existing and new investors. In
2009, an additional $2,100,000 was raised from existing and new investors. Im 2010, an
additional $2,800,000 was raised from existing aod new investors, From Jaguary 2011 to June,
2011, an additional $4,700,000 was raised from existing and new investors. Mr. Chittick uses an
equity line of credit to help facilitate cash flow for the Company. All of the money raised from
investors has been through the sale of promissory notes like those being offered in this
placement. Such notes were for terms of 6 to 60 months and have, to date, drawn interest at the
rate of 8 to 12% pex antum, The Company has never defaulted on either interest or principal for
any of such notes.

The money raised by the Company from investors has historically been divided into a
large portfulio of loans secured by marketable properties with varying values and locations in the
Phoenix metro area. The Company is currently lending in approximately 20 cities in the Phoenix
metro area, which includes Maricopa and Pinal Counties. The Company will have loans secured
by propertics in many of these citics sinmitanecusly, The Company has endeavored to maintain
a large and diverse base of borrowers as well as a diverse selection of propetties as collateral for
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its Joans to the borrowets. However, in response to the more recent challenging conditions in the
real estate market, the Company has focused on maintaining relationships with borrowers that
have a proven track record with a good payment history and performance. The Company
continues to strive to achicve a diverse borrower base by attempting to ensure that one bommower
will not comprise more than 10 to 15 percent of the total portfolio.

All real estate loans finded by the Company have been and are intended to be secured

through first position trust deeds. The loan to value ratio of the Company’s overall portfolio has
averaged less than 70% and the Company intends to maintain a loan to vahe ratio of 50% to

65%.
Year Loans Loan Value | Valueofloans Loans Loans Repaid Valua of Homes
Funded Repald Value Repaid
2001 a7 $3,378,000.00 | %6,393,000.00 15 $1,452,000,00 $2,431,000.00
2002 69 $5,685,000.00 $878,000.00 66 $5,267,000.00 $9,076,300.00
2003 124 $1,753,500.00 106 $963,500.00 $14,488,500.00
$11,673,000.0
0
2004 185 170 $17,951,700,00 $26,939,500.00
$19,907,000.0 | $30,422,600.0
D 0
2005 236 232 $31,001,940.00 $45,111,500.00
$34,955,700.0 | $50,487,300.0
0 [+]
2006 215 212 $35,301,250.00 553,057,200,00
$34,468,100.0 $52,784,000.0
0 0
2007 272 257 $41,424,815.00 $65,452,800.00
$42,579,634,0 | $65,931,500.0
1) Q
2008 304 257 $34,578,755.00 $56,369,400,00
$38,854,660,0 | $63,671,300.0
0 0
2003 212 349 $39,416,824.00 $67,713,100,00
$41,114,707.0 $72,078,020.0
Q 0
2010 390 355 $37,175,201.00 $61,666,170,00
$37,973,097.0 | $63,771,350.0
0 0
201 378 300 $29,383,992,00 551,004,900.00
1 $36,187,095.0 | $62,240,600.0
v} 0
$274,416,977.00 $453,340,370.00
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$306,786,893, | $470,411,170,
00 00

2622 2019

*Through June 30, 2011

From 2001-2005, all interest due from all loans was collected,

In 2006, one loan that was foreclosed on, and successfully resold, did not pay all the
interest due. However, the small uncollected amount was absorbed by the Company.

In 2007, one condominium loan, two house loans, and one land Inan were foreclosed.
‘While the condomininm and houses were sold with minimal principal loss, much of the interest
was collected on all four lvans. One land loan was writien off, The loss was absorbed by the
Company.

In 2008, one condominium and six homes were sold with minimal principal loss; much of
the interest was collected on gll the loans, The loss was absorbed by the Company. There were
15 more homes that were efther foreclosed on or ownership was acquired through the deed in
lieu process. These houses are presently either for sale on the retail market, or héve been rented
and are for sale on the investor market.

In 2009, one condominium and 12 homes were sold with principle loss; nmch of the
interest was collected on all the Joans. The Inss was absorbed by the Company. The Company
also acquired a 12-plex that was a construction loan, This is being rented and managed by a
propecty management firmn

In 2010, one house was sold for a loss. It was acquired through foreclosure i 2009; the
loss was absorbed by the Company.

In 2011, three homes were sold for a loss. The losses were absorbed by the Company.
Thero were three homes that were sold for a gain and ali interest was paid in full. One house is
presextly in escrow, which will close in July, to which a gain will be made.
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The Company presently has three condominiums, 12 houses and a 12-plex that are all
being rented. A professional management company has been retained to manage these properties.
All of these properties are listed to be sold. The rent received is at or slight negative to the cost of
capital for the Company. It was Management’s decision to retain these properties rather than sell
them and take a loss. Now that the market has shown some signs of strengthening, it is believed
that these properties can be sold fbr minimal loss to the Cotmpany.

The Company has one condominium and one lot are currently for sale. The ot is
currently be negotiated to be rented by a construction company at the cost of capital. The goal is
sell both of theso propertics as soon as possible.

Since inception through June 30, 2011, the Company has participated in 2622 loans, with
an average loan amount of $116,000, with the highest single loan being $8(0,000 and lowest
being $12,000. The aggregate amount of loans finded is $306,786,893 with property values
totaling $470,411,170. The total amount of loans that have finded and closed is $274,416,977
with home values equaling $453,340,340. These loans bave borne interest rates of 18% per
annum, The interest rate paid to noteholders has ranged from 8% to 12% per anmum through
such datc. Each and every Notcholder has been paid the interest and principle due to that
Noteholder in accordance with the respective terms of the Noteholder’s Notes, Despite any
losses incurred by the Company from its borrowers, no Noteholder has sustained any diminished
return or loss on their investment in a Note from the Company.
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MANAGEMENT

Directors and Execntive Officers

The Director and Executive Officer of the Coropany are: Denny J. Chittick, 4_, President,
Vice President, Treasurer, and Secretary,

Denny J. Chittick worked at Insight Enterprises, Inc, a publicly traded company, for
nearly 10 years, holding many different positions from finance, accounting, operations and held
the position of Sr. Vice President and CIO when he left the company in 1997, Since leaving
Insight, he has been involved in several different companies, including a software company,
internet company and finance company. Mr. Chittick holds a degree in Pinance from Arizona
State University,

Real Estate Consnltant

The Company will have only one employes, which will require the Company to use
outside congultants on a periodic basis to provide various services. These consultants may be
retained to assist with any necessary due diligence in conpection with these Joans and, to the
extent necessary, to assist with the closing of a loan,

Employees

With the aggistance of outside consultants on an as-needed basis, Mr. Chittick intends to

operate the Company as its primary employce, analyzing, negotiating, originating, purchasing
and servicing Trust Deeds by himself, As the portfolio of confracts increases, the Company may
add edditional personnel.
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Contingency Plan in the Event of Death or Disability of Mr. Chittick

In the event that Mr. Chittick is ynable to pexform his duties to continue the operation of
the Company in any capacity, Mr. Chittick has a written agreement with Robert Koehler, an
owner of RLS Capital, Inc. to provide or arrange for any necessary services for the Company.
Robert hag twelve (12) years of experience supporting real estate loan portfolios similar to the
portfolio of the Company. Robert holds a real estate license in Arizona and bas worked as a loan
officer in the residential and commercial transactions and has conducted due diligence effort for
thousands of private purchase of notes and trust deeds. Robert is respected as a member of the
Arizona real estate investment community by investors, borrowers, mortgage brokers, escrow
officers and real estate agents, As part of this contingency plan, Robert is a signatory on the
Company’s bark account. On a weekly basis, Robert receives an updated spreadsheet of all
propertics currently being used as collateral for a loan. On a monthly basis, Robert receives a
spreadsheet of all the investors and what is owed to each of them, and receives the monthly
statements for all investors, Pursuant to the agreement with Robert, upon Robert’s receipt of
instructions from Deany Chittick, or from other designated individuals, or upon medical
confirmation that Mr. Chittick is unable to continue to petrform his duties as President of the
Company for an extended period of timo, Robert will act to close down the Company’s business
by collecting all of the mondes due on the Trust Deeds and Robert will return all of the principal
and interest owed to the investors pursuant to the Notes.

Management Compensation

As the sole shareholder, Mr. Chittick receives a salary comsistent with IRS guidelines.
Salary adjustments are made at year-end in order for Mr. Chittick to fand his 401(K) and to pay
his income taxes. Year-end profits are taxed to Mr. Chittick pursuant to the U.S. Internal
Reverme Code rules applicable to Subchapter S corporations. Therefors, year-end profiis may be
distributed to M. Chittick. In addition, Mr. Chittick is paid interest on Notes funded by Mr.
Chittick in the same manner as the other investors, See “Management — Management
Compensation.” As the Company expands its lending operations and increases the workload of
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Mr. Chittick, he reserves the right to receive an increased salary so long as there is no current
default under the Notes,

Ovwnership Compensation

The Company receives its revenue primarily from interest earned on trust deeds, rents on
properties owned by the Company, interest on cash reserve accounts, and interest earned on
investments made by the Company afier subtracting interest paid on its debts, The amount of
profits, and therefore, compensation to Mr, Chittick, will be dependent upon the amount of Notes
sold, Trust Deeds acquired, loans made and the {etms of such loans. After payment of iis
principal and interest obligations under the Notes, the Company distributes the balance to Mr.
Chittick; provided, however, the Company may (but is not required to) retain earnings in the
Company up to a level of “reserve” or “retained earnings” goals that the Company deems
adequate. Subject to the need to adjust these goals due to special liquidity needs due to plans to
repay Notes or to find future Trust Deeds, the Company anticipates that it will be able to achieve
and maintain adequate reserve goals to meet the Company’s obligations.

Mr. Chittick may have significant investments in the Notes, for which the Company will
pay him monthly interest on the same basis as other Noteholders which investment amount will
be subordinated to all other Notes placed pursuant to this Memorandum, (Mr. Chittick currently
hag invested approximately $2,200,000 in Notes, but this amount varies from $1.9 million to
$3.2 milfion.) See “Description of Securities.” The Company intends to pay to Mr, Chittick all
retained earnings in excess of any reserves deemed necessary or desirable by Mr, Chittick to
meet the Company’s obligations.
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PRINCTPAL SHAREHOLDER

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

Name and Address Number of Shares Percent

Denay J. Chittick 500,000 100%
6132 W. Victoria Place
Chandler, AZ 85226

The Company is authorized to issue up to 25,000,000 shares of common stock, but has no
intent to issue additional common stock at this time.

6888564 43 O

BGC_002963



CERTAIN RELATTIONSHIPS AND RELATED TRANSACTIONS

Ownership

Baged on his 100 percent ownership of the Company’s common stock, Denny J. Chittick
maintains the exclusive ability to elect directors, appoint officers and manage the operations of
the Company.

Competing Businesses

During the four years prior to forming the Company, Denny Chittick personally invested
in companies and in real estate loans that are substantially similar {o the Company’s investments
in Trust Deeds. In addition to his activitics on behalf of the Company, Mr. Chittick rescrves the
right to contitue his personal investments in veal estate and instruments similar to Trust Deeds,
which are considered competing businesses of the Company. See “Risk Factors — Management’s
Outside Interests and Conflicts of Interest.”
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DESCRIPTION OF SECURITIES

The Company is offering up to $50 million in Notes. The minitmum denomination is
$50,000, and the maximum denomination is $1,000,000 in a single note. An investor may
purchase wmore than $1,000,000 in Notes, but it will be distributed over different Notes.
Depominations increase from the mininmum to the maximum in additional increments with a
minimum incremental increase of $10,000. Until the maximum offering proceeds are attained or
the Company terminates this offering, the Company expects to offer the Notes for placement on
a contimiing basis for two years from the date of this Memorandum. Absent an earlier
termination, the offering will continue for so long as the Company has not changed its operations
or method of offering in any material respect, If the Company changes its operations or method
of offering in any material respect, the Company will update the Memorandum as necessary to
provide correct information to investors, The Company may experience difficulties in
conducting a continuous offering of Notes. See “Risk Factors — Difficulties and Costs of
Continueus Offering,”

The Notes are general obligations of the Company and are superior in priority and
liquidation preference to any Notes payable to Mr. Chittick, Mr, Chittick has agreed to
subordinate any Notes to which he subscribes to Notes with similar maturities placed with other
investors. Although the Company has never defaulted with respect to a Note, including any
regular interest paymeut or the principal and interest due upon the maturity of the Note, if the
Company should ever be in defsult with respect to any Note, Mr. Chittick will subordinute any
Notes he may hold uatif the defimlt is cured and Mr. Chittick will also defer any compensation
until the defixult is cured, While Mr. Chittick has agreed and will act as set forth above in this
Memorandum, such agreement is not evidenced in a separate writing signed by Mr. Chittick.

The Notes will bear interest at the rates stated for the term selected. The investor may
elect to have interest paid monthly, quatterly or accrue and be paid at maturity. If the investor
clects to have interest paid at maturity or quartesly, the interest will accrue monthly and cam
compounded interest. Interest is payable on the last day of each period to the investars of the
Notes at the principal office of the Company in Chaudler, Arizona. At the option of the
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Company, interest payments may be paid by check mailed to the address of the investor entitled
thereto as it appears on the Subscription Agreement for the Notes, An investor may request in
writing to the Company that a deposit be made to & designated bank or investment account,

The Notes are not transferable without the prior written consent of the Company, which,
the Company may withhold in its sole discretion. The Company anticipates withholding its
consent if the transfer could jeopardize the Company's exemption under Regulation D or any
applicable state blus-sky law or the Company’s exclusion firom the definition of an investment
company under the Investment Company Act of 1940,

The Notes are unsecored and are mot insured or guaranteed by any state or federal
government entity or any insurance company, In event of default, an investor could Iogk only to
the Trust Deeds or other assets of the Company for repayment.

As unsecured, general obligations of the Company, the Notes will not have any specific
collateral. The Company’s AsSets include all of the Company’s right, title and interest in Trust
Deeds owned by the Company, together with all payments and instruments received thereto, real
estate owned by the Company as a result of a deed-in-lieu of foreclosure due to a borrower
defiiult, and all proceeds of the conversion of any of the foregoing into cash or other liquid
property. So long as the Company is not in default on the Notes, the Company is permitted to
freely transfer, sell or substitute, in the normal course of business, any Trust Deeds it owns,
subject to general restrictions concerning transfers of property; provided, however, the Company
may transfer, sell or substitute one or more Trust Deeds if such transfer, sale or substitution is
done in connection with a plan to cure a default.

On an annual basis, the Company will retain an independent accounting firm to prepare
the 1099°s to be issued by the Company to the investors and to prepare the tax return for the
Company. On an annual basis and upon written request from an investor, the Company will
certify to the requesting investor(s) that the aggregate outstanding principal amount of all cash
accounts, other property and Trust Deeds is at least equal to the ptincipal amount of outstanding
Notes as of the date of the request.
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The Company may, in its discretion, modify the interest rate paid on subsequently issued
Notes or the term of such Notes. Any such modification of the interest rate or term will not
affect Notes then issued and outstanding.

Notes are initially being offered at the following rates and maturities:

Note Terms (2) (3)

Note Amount (1) 6 Maonths 1 Year 2 YearstoS Years

$50,000 and up 8%®  10%® 12%

(1) Notc amounts arc issued in varied denominations from $50,000 to $1,000,000, and in
additional increases with a minfmum of $10,000. For qualified fiunds, the Company will
accept minimum contributions in such amounts as reasonably determined by the Company.

(2) Although the Company intends to use its good faith efforts to accommodate written requests
from au favestor to prepay any Note prior to maturity and the Company has in fact been able O
to satisfy such requests in a timely manner with interest paid in fill, the Company has no
obligation to do so and the investor has no right o require the Company to redeem the Note
prior to maturity. Upan the Company’s election to honor an investor’s request to prepay any
Note prior to maturity, the Company reserves the right to adjust any interest payable to the
investor fo the interest rate that would have been payable for the actusl outstanding term of
the Note,

(3) The Notes may be redecemed by the Company at any time prior to maturity upon 30 days
written notice to the investor at a price equal to the principal amount of the Note plus
accrued interest to the date of redemption,

(4) The Company also reserves the right, in its sole disgretion, to adjust the interest paid on
outstanding Notes on 30 days written notice to Noteholders,
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The Company has the right fo sell, encumber, mortgage, create a lien on or otherwise
dispose of any or all of its property, or in any manner securs an indebtedness so that such
indebtedness shall have a claim against the assets of the Company securing such indebtedness,
all without the consent of the investors of the outstanding Notes provided no Notes are in default.
Any secarity interest granted in any of the Company’s asscts to secure indebtedness will be
superior in priotity to the gencral claim of 2 Noteholder.

Default may occur with respect to one Note and not another, The Company shall be in
defoult of a particular Note if any of the following events (“Event of Defiault®) occurs with
respect fo that Note: (g) defmlt for 30 days in any payment of interest on a Note when due;
(b) default for 15 days in any paymeut of principal on a Note when due after maturity; (c) & filing
for protection by the Company under Chapters 11 or 7 of the U.S, Bankruptey Code or a filing
for the Company under the U.S. Bankruptcy Cade by creditors of the Company which filing is
not dismissed within 90 days of the filing date; or (d) default for 90 days after receiving
appropriate notice of a breach of any aother covenant applicable to a Note. Notwithstanding the
events listed above, Mr. Chittick may defer any payment of iterest or principal due to Mr.
Chittick or an entity controlled by him on any of the Noies subscribed to personally by Mr.
Chittick without creating an Event of Default.

The Company may not consolidate with or merge into any corporation, or tramsfer
substantially all of its assets to amy person, unless the successor corporation or transferee
assumes the Company’s obligations on the Notes. The Company has po present intention of
merging with another company or consolidating with another company or transferring iis assets.
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PLAN OF DISTRIBUTION

The Notes may be purchased directly from the Company without commission. Notes
maturing in two through five years also may be purchased with qualified monies (such as IRA,
SEP IRA, ROTH IRA and KEOGH plans) through a licensed broker-dealer and with an
approved custodian; provided, that such investments meet the investor snitability requirements.
Transaction costs for Notes purchased with qualified funds will be paid by the Company up to
one percent of the Note's face amount. The principal amount of the Note will be equal to the
amount paid by the investor, and interest would be calculated on that amount.

The Notes are not rc;gistered with the SEC or any other state or federal regulatory agency.
No state or federal agency has made any finding or determination as to the fairness of this
offering for investment, the adequacy or accuracy of the disclosures, or any recommendation or
endorsement of the Notes,

The offering and sale of the Notes is intended to be exempt from registration under the
Act by virtue of one or more of the following exemptions provided by: () Section 4(2) of the
Act; and (if) Regulation D promulgated under the Act, See “Investor Suitability,” In accordance
therewith, substaatial restrictions are placed on the offering and purchase ofthe Notes, including,
but ot limited to, the following:

(1) The transaction may ot include any public offering. The offer to sell Notes must be
directly communicated to the investor by an officer of the Company and at no time may the
Company advertise or solicit by means of amy leaflet, public promotional meeting,
newspaper or magazine article, radio or television advertisement or any other form: of
general advertising or general promotion.

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

(3) An invesfor must meet certain suitability requirements, which are set forth under “Investor
Suitability.”
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(4) The Company must have furaished and made available for inspection alt documents and
information that the investor has reasonably requested relating to an investment in the
Company, including its Articles of Incorporation, stock records and financial account
records.
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DETERMINATION OF OFFERING PRICE

The rate of retun for the Notes offered hereby will be set from time to time by
management of the Company to approximate a rate of return competitive with similar securities
of other companies engaged in the finance industry. The Company has been in operation since
April 2001, There is no market for the Company’s securities and none is expected to develop.
Accordingly, the rate of return on any Note bears no relation to the results of the Company, to
any market price for the Company’s securities, to the level of risk involved, or to any recognized
measure of valuation or return on investment,
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CERTAIN UNITED STATES FEDERAL INCOME, TAX CONSIDERATIONS

The following is a genetal discussion of certain U.S. federal tax counsiderations and
consequences that may be relevant to a decision to acquire, own and dispose of Notes by an
initial holder thereof This summary only applies to Notes held as capital assets (generally,
property held for investment) within the meaning of Section 1221 of the Infemal Revenue Code
of 1986, as amended (the “Code”). Except as set forth below, this summary does not address all
of the tax consequences that may be relevant to a particular Noteholder aad it is not intended to
be applicable to Noteholders that are subject to special tax rules, such as financial institutions,
msurance companics, real estate investment trusts, regulated investment companies, gravtor
trusts, U.S, expatriates, partnerships or other pass-through entities, tax-exempt organizations or
dealers or traders in securities or currencies, or to Noteholders that will hold Notes as part of a
position in a straddle or as part of a hedging, conversion or integtated transaction for U.S. federal
income tax putposes or that have a functional currency other than the U.S. dollar. Moreover,
except as set forth below, this summary does not address the U.S, federal estate and gift tax law,
the tax laws of any state, local or foreign government or alternative minimum tax consequences
of the acquisition, ownership or other disposition of Notes and does not address the T.S. federal
income tax treatment of Noteholders that do not acquire Notes as part of the initial distribution at
their initial issue price. Each prospective investor should consult its tax advisor, attorney and
accountant with respect to the U.S. federal, state, local and foreign tax comsequences of
acquiring, holding and disposing of Notes,

This summary is based on current provisions of the Code, as amended, existing and
proposed U.8, Treasury Repulations, current administrative promouncements and judicial
decigions, each as available and i effect on the date hereof. All of the foregoing are subject to
change, possibly with retroactive cffect, or differing interpretations which could affect the tax
cougequences described herein. No advance tax ruling has been sought or obtained frot the
Internal Reverme Service regarding the tax consequences of the transactions described herein.
This discussion does not address tax considerations arising under the laws of any particular state,
local or forelgn furisdiction.
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PROSPECTIVE INVESTORS ARE URGED TO CONSULT THEIR TAX
ADVISORS, ATTORNEYS AND ACCOUNTANTS REGARDING THE U.S. FEDERAL
INCOME TAX CONSEQUENCES OF THE ACQUISITION, OWNERSHIP AND
DISPOSETION OF THE NOTES IN LIGHT OF THEIR PARTICULAR SITUATIONS,
AS WELL AS ANY TAX CONSEQUENCES THAT MAY ARISE UNDER THE LAWS
OF ANY FORFIGN, STATE, LOCAL OR OTHER TAXING JURISDICTION.

For putposes of this summary, a “U.S. Holder™ is a beneficial owner of Noies who for
U.S, federal income tax purposes is (i) a citizen or resident (or is treated as a resident for U.S.
federal income tax purposes) of the United States; (i) a corporation created or organized in or
under the laws of the United States or any State or political subdivision thereof; (iii) an estato the
mcome of which is subject to U.S. federal income taxation regardless of its source; or (iv) a trust
(1) that validly elects to be treated as a U.S. person for U.S. federal income tax purposes or (2)
(a) the administration over which a U.S. court can exercise primary supervision and (b) all of the
substautial decisions of which one or more U.S. persous have the authority to control. A “Non-
U.8. Holder” is & bensficial owner of Notes who for U.S. fideral income tax purposes is (i) a
non-resident alien individual; (i) a foreign corporation; or (iif) a forcign cstatc or trust the
fiduciary of which. is a nonresident alien,

If a partnership (or any other entity treated as a partnership for U.S. federal income tax
purposes) holds Notes, the tax treatment of a partoer in such partnership will generally depend on
the status of the partner and the activities of the partnership. Such partner should consult its own
tax advisor as to its consequences of holding and disposing of the Notes.
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U.S. Holders

Interest

Exocept as set forth below, interest paid on a Note generally will be includible in a U.S,
Holder’s gross income as ordinary interest income at the time it is paid or accrued in accordance
with the U.S. Holder’s usual method of tax accounting for U.S. federal income tax purposes.

Market Discount

A holder of Notes may in very limited circumstances, transfer their Notes to third parties.
If the Company authorizes such a transfer, Notes sold on a secondary market after their original
issue for a price lower than their stated redemption price at maturity are generally said to be
acquired at market disconnt. Code Section 1278 defines “market discount” as the excess, if any,
of the stated redemption price at maturity of the Note, over the purchaser’s initial adjusted basis
in the Note. If, however, the market discount with respect to a Note is less than 1/4th of one
percent (.0025) of the stated redemption price at maturity of the Note multiplied by the number
of complete years to maturity from the date the subsequent purchaser has scquired the Note, then
the market discount is considered to be zero. Notes acquired by holders at original issue and
Notes maturing not more than one year from the date of issue are not subject to the market
discount rules.

Gain on the sale, redemption or other disposition of a Note, including full or partial
redemption thereof, having “market discount™ will be treated as interest incoms to the extent the
gain does not exceed the accrued market discount on the Note at the time of the disposition. A
holder may elect to include market discount in taxable incoms for the taxable years to which it is
aitributable. The amount included is treated as interest income. If'this elecifon is made, the mile
requiring interest income tfreatment of all or a portion of the gain upon disposition is
inapplicable. Once the election is made to include market discount tn income currently, it cannot
be revoked without the consent of the IRS. The election applies to all market discount notes
acquired by the holder on or after the first day of the first taxable year to which such election
applies,

6338564 54

BC_002974



Sale, BExchange or Disposition of Notes

AU.S. Holder's adjusted tax basis in a Note generaily will equal the cost of the Note to
snch U.S, Holder, increased by auny original issue discount (“OID") or market discount
previously included by the holder in income with respect to the Note. Upon the sale, exchange
or other disposition of a Note, a U.S. Holder will recognize taxable gain or loss equal to the
difference, ifany, between the amount realized on the sale, exchange or other disposition (less an
amount equal to the accrued but unpaid interest which will be taxable as ordinary income) and
such U.S. Holder's adjusted tax basis in the Note. Any such gain or loss generally will be capital
gain or loss. In the case of a noncorporats U.S. Holder, capital gains derived in respect of a Note
that is held as a capital asset and that is held for more than one year are eligible for reduced
incame tax rates and may be deemed a long-term capital gain, The deductibility of capital losses
is subject to lintitations,

Non-1.S. Holders

Interest

Subject to the discussion below under the heading “U.S. Backup Withholding and
Information Reporting,” payments of principal of, and interest on (including any OID), & Note to
(D a controlled foreign corporation, as such term is defined in Section 957 of the Code, which is
rolated to the Company, directly or indirectly, through stock ownership, (if) a person owning,
actually or constructively, securities representing at least more than 50% of the total combined
outstanding voting power of all classes of the Company’s voting stock and (iii) banks which
acquire such Note in consideration of an extension of credit made pursuant to a loan agreement
entered into in the ordinary course of business, will not be subject to any U.S. withholding tax
provided that the beneficial owner of the Note provides certification completed in compliance
with applicable statutory and regulatory requirements, which requirements are discussed below
under the heading “U.S. Baciap Withholding and Information Reporting,” or an exemption is
otherwise established.

If'a Non-U.S. Holder cannot satisfy the requirements above, payments of interest made to
a Non-U.S. Holder will be subject to a U.S, withholding tax equal to 30% of the gross payments
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made to the Non-U.S. Holder unless the Non-U.S. Holder provides the Company or the
Company's paying agent, as the case may be, with a properly executed (1) IRS Farm W-8BEN
claiming an exemption fiom or reduction in withholding under the benefit of aun applicable
income tax treaty or (2) IRS Form W-8ECI stating that interest paid on the note is not subject to
withholding tax because it is effectively connected with the beneficial owner’s conduct of a trade
or business in the United States. Alternative documentation may be spplicable in certain
sitations,

If a Non-T1.8. Holder is engaged in a trade or business in the United States and interest on
a note is effectively connected with the conduct of such trade or business, the Non-U.S. Holder,
although exempt from, withholding as discussed dbove (provided the certification requirements
described above are satisfied), will be subject to U.S. federal income tax on such interest
(inclnding OID) on a net incoms basis in the same manner as if the Non-U.8. Holder were a U.S.
Holder. In addition, if such Non-U.S. Holder is a foreign corporation, it may be subject to
branch profits tax equal to 30% (or lesser rate under an applicable income tax treaty) of such
amount, subject to adjustments.

Sale, Exchange or Other Disposition of Notes

Subject to the discussion below under the heading “U.S. Backup Withholding and
Information Reporting,” any gain realized by a Non-U.S. Holder upon the sale, exchange or
other disposition of a Note generally will not be subject to U.S. federal income tax or
withhelding tax, unless (i) such gain is effectively conunected with the conduct by such Non-U.S.
Holder of a trade or business in the United States or (i) in the case of any gain realized by an
individual Non-U.S. Holder, such Non-U.S. Holder is present in the United States for 183 days
or more in the taxable year of such sale, exchange or disposition and certain other conditions are
met. Special rules may apply upon the sale, exchange or disposition of a Note to ccrtain Non-
U.S. Holders, such as “controlled foreign corporations,” “passive foreign investment
companies,” “foreign personal holding companies™ and certain expatriates, that are subject to
special treatment under the Code. Such entities and individuals should consult their own tax
advisors to determine the U.S. federal, state, Iocal and other tax consequences that may be
relevant to them.
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U.S. Federal Estate Taxes

A Note that is held by an individual who at the time of death is not a citizen or resident
(as specially defined for United States federal estate tax purposes) of the United States will not
generally be subject to 1.8. federal estate tax as a result of such individual’s death, provided that
such individual is not a shareholder owning actually or constructively more than 10% of the total
combined voting power of all classes of our stock entitled to vote and, at the time of such
individusl’s death, payments of interest with respect to such note would not have been
effectively connected with the conduct by such individual of a trade or business in the United
States.

U.S. Backup Withholding and Information Reporting
U.S. Holders

Information reporting requirements will apply to certain payments of principal and
interest and the accrual of OID, if any, on an obligation and to proceeds of the sale, exchange or
other disposition of an obligation, to certain U.S. Holders. This obligation, however, does not
apply with respect fo certain U.S. Holders including, corporations, tax-exempt organizations,
qualified pension and profit sharing trusis and individual tetirement accounts. In general, the
Company is required to file with the IRS each year a Form 1099 information return reporting the
amouant of interest that was paid or that is considered earned by a U.S. Holder with respect to the
Notes held during each calendar year, and a U.S, Holder is required to teport such amount as
income on its federal income tax return for that year. A U.S. backup withholding tax currently at
a rate of 28% will apply to such payments if a U.S. Holder fails to provide a correct taxpayer
identification mumber or certification of other tax-exempt status or fiils to report in full dividend
and interest income. Any amount withheld under the backup withholding rules is allowable as a
credit against the taxpayer’s U.S. federal income tax lLiability, provided that the required
information is fiurnished to the IRS.
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Non-U.S. Holders

Information reparting will generally apply to payments of interest on a Note to a Non-
U.S. Holder and the amount of tax, if any, withheld with respect to such payments. Copies of the
information returns reporting such interest payments and any withholding may also be made
available to the tax authorities in the country in which the Non-U.S. Holder resides under the
provisions of an applicable income tax treaty. Payments of principal and interest on any Notes to
Non-U.S. Holders will not be subject to any U.S. backup withholding tax if the beneficial owner
of the Note {or a financial institution holding the note on behalf of the beneficial owner in the
ordinary cousse of its trade or business) provides an appropriate certification to the payor and the
payor does not have actual knowledge or reason to know, that the certification is incorrect,
Payments of principal and interest on Notes not excluded from U.S. backup withholding tax
discussed above generally will be subject to United States withholding tax at a rate of 28%,
except wherc an applicable United States income tax treaty provides for the reduction or
elimination of such withkolding tax.

In addition, information reporting and, depending on the circumstances, backup
withholding, will apply to the proceeds of the sale of a Note within the United States or
conducted through United States-related financial intermediaries umless the beneficial owner
provides the payor with an appropriate certification as to its non-U.S. status and the payor does
not have actual knowledge or reason to know that the certification is incorrect.

Any amounts withheld under the backup withholding rules will be allowed as a refund or
credit against a Non-U.S. Holder’s U.S. federal income tax Hability provided the required
information is futnished to the Internal Revenue Service.

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

General

An investment in the Notes involves significant risks and is suitable only for persons of
adequate financial means who have 1o need for liquidity with respect to this mvestment and who
can bear the economic risk of a complete loss of their investment. This private placement is
made in reliance on exemptions from the registration requirements of the Act and applicable
state securitics lawa and regulations,

The suitability standards discussed below represent mininmm suitability standacds for
prospective investors. The satisfaction of such standards by a prospective investor does not
tecessarily mean that the Notes are a suitable investment for such prospective investor.
Prospective investors are encouraged to consult their personal financial advisors to determine
whether an investment in the Notes is appropriate. The Company may reject subscriptions, in
whole or in part, in its absolute discretion, O

The Company will requite each investor to tepresent in writing, among other things, that
(D by reason of the investor’s business or finaucial experience, or that of the investor’s
professional advisor, the investor is capable of evaluating the merits and risks of an investment in
the Notes and of protecting ifs own interest in connection with the transaction, () the investor is
acquiring the Notes for its own account for investment only and not with a view toward the
resale or distribution thereof, (iii) the mvestor is aware that the Notes have not been registered
under the Act or any stafe securities laws and that there is no market for the Notes, (iv) such
investor meets the suitability requirements set forth below and (v) they have read and taken fisll
cognizance of the Risk Factors and other information set forth in this Confidential Private
Offering Memorandum,
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Suitability Requirements

Except as set forth below, each investor must represent in writing that if: (a) is
“sophisticated” in so far as it is sufficiently knowledgeable and experienced in financial and
busincss matters to be able to evaluate the merits and risks of an investment in the Notes cither
alone or with a purchaser representative; (b) is able fo bear the economic risk of an investment in
the Notes, inchuding a loss of the entire investment; and () qualifics as an “accredited investor,”
a8 such term is defined in Rule 501(a) of Regulation D under the Act and st demonstrate the
basis for such qualification. To be an accredited investor, an investor must fall within any of the
following categories at the time of sale of Notes to that investor:

(1) A bank as defined in Section 3(a)(?) of the Act or a savings and loan association or other
institution as defined in Section 3(a)(5}(A) of the Act whether acting in its individual or
fiduciary capacity; a broker or dealer registered pursuant to Section 15 of the Securities
Exchange Act of 1934; an insurance company as defined in Section 2(13) of the Act; an
investment company registered under the Investment Compauny Act of 1940 or a business
development company as defined in Section 2(2)(48) of that Act; a Small Business
Investment Company licensed by the United States Small Business Administtation under
Section 301(c) or (d) of the Small Business Investment Act of 1958; a plan established and
maintained by a state, its political subdivisions, or any agency or instrumentality of 4 state or
its political subdivisions, for the benefit of its comployees, if such plan has total asscts in
excess of $5,000,000; an employee benefit plan within the meaning of the Bmployee
Retirement Income Security Act of 1974, if the investment decision is made by a plan
fiduciary, as defined in Section 3(21) of such act, which is either a bank, savings and loan
association, insurance company, or registered investment adviser, or if the employee benefit
plan has total assets in excess of $5,000,000 or, if a self-directed plan, with investment
decisions made solely by persons that are accredited investors;

Y

(2) A private business development company as defined in Section 202(a) (22) of the
Investment Advisers Act of 1940;
(3) An organization described in Section 501(c}(3) of the Internal Revenne Code, corporation,

Masgsachmsetts or similar business trust or partnership, not formed for the speocific purpose of
acquiring the Notes, with total assets in excess of $5,000,000;
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(4) Any director, executive officer, or general parmer of the Company, or any director,
executive officer, or general pariner of a general partuer of the Company;

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

(6) Auny natural person who had an individual income in excess of $200,000 in each of the two
most recent years or joint income with that person’s spouse in excess of $300,000 in each of
those years and has a reasonable expectation of reaching the same income Isvel in the
cutrent year;

(7) Any trust with total assets in excess of $5,000,000 unot formed for the specific purpose of
acquiring the Notes, whose purchase is directed by a sophisticated person as described in
Rule 506(b)(2)(ii) of Regulation D; and

(8) An cntity in which all of the cquity owners are accredited investors (as defined above),

As used in this Memorandum, the term “net worth™ roeans the exoess of total assets over
total Liabilities. In determining income an investor should add to the investor's adjusted gross
income any amounts attributable to tax exempt income received, losses claimed as limited
partner in any limited partnership, deductions claimed for depletion, conttibutions to an IRA,
KEOGH, SEP IRA or ROTH TRA retirement plan, alimony payments, and any amount by which
income from long-term capital gains has been reduced in arriving at adjusted gross income.
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Message

From: Beauchamp, Davld G. [/O=CLARKHILL/QU=EXCHANGE ADMINISTRATIVE GROUP el 8. Oglosty CR 50178
(FYDIBOHF235P DLT)/CN=RECIPIENTS/CN=DBEAUCHAMP]

Sent: 1/17/2014 10:45:31 AM

To: Schenck, Danle] A. {dschenck@clarkhill.com]

Subfect: FW: the detalls

Attachments: RM Easy Investments.doc; DOT Easy Investments.doc; Note Easy Investment.doc; HUD Pratt 90k.pdf

Dan:

Attached are some of the DenSco form documents, but these are taken from other transactions and ara not complete

David G, Beauchamp

CLARK, HILL PLC

14850 N Scottsdale Rd | Suite 500 | Phoentx, Arizona 85254
480.684.1126 (direct) | 480.684.1165 (fax) | 502.319.5602 (cell)

dheauchamp@clarkhili.com | www clarkhil.com

From: Denny Chittick [mailto:dcmoney@yahoo.com]
Sent: Tuesday, January 07, 2014 1:49 PM

To: Beauchamp, David G.

Cc: Yomtov Menaged

Subject: the details

I thought i would give you something to read so that you are up to

date and you can have questions for us when we arrive. i'm
bringing Scott with me.

I've been lending to Scott Menaged through a few different LLC's
and his name since 2007. i've lent him 50 million dollars and i have
never had a problem with payment or issue that hasn't been
resolved.

Sometime last year, his wife became ill with cancer. his cousin was
working with him and took on a stronger day to day role as scott
was distracted with his wife. Scott always was the one that
determined what properties to buy, how much etc. his cousin was
doing paperwork, checks and management of the day to day. At
some point his cousin decided to take advantage of our relationship
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and started to steal money. Scott would request a loan from me, his
cousin would request a loan from another borrower (i would say O
there are as many as 1/2 dozen different lenders in total ) .
Because of our long term relationship, when Scott needed money, i
would wire the money to his account and he would pay the trustee.
| do this same thing with several borrowers and bidding co's. As an
example, He would buy a property at auction for 100k, it's worth
145k, he would ask me for 80k. i would wire it to him, he would pay
the trustee with my 80k and his 20k and he would sign the RM,
which i've attached (all docs you have reviewed and have been
reveiwed by a guy at your last law firm, maybe two firms ago in
2007). i've attached them. i would record the RM the day he paid
for the property. then once the trustee's deed was recorded, which
during the last few years has been at times 6 weeks from the
auction date to the recorded date, i then would record my DOT. this
is a practice that i have done for 14 years. it's recognized by all the O
escrow co's. Some title agents won't see anything before the
trustee’s deed recording as a valid lien, some look at the whole
chain. for me to be covered, i would record the RM to muddy up
title then record the DOT after the trustee's deed to ensure my first
position lien. when the loan is paid off, i always send a release for
both liens. when i say that some title officers request it and some
don't, it seems to matter of opinion rather than a hard and fast
law/requirement/demand/ or something of that nature. Again, this is
what i do on every single auction property no matter who is the
borrower.

What is cousin was doing was receiving the funds from me, then

requesting them from the other lenders. these other lenders would
cut a cashiers check for the agreed upon loan amount and then O
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take it to the trustee and receive the receipt. they would then record

O a DOT immediately, then after the trustee's deed is recorded, they
would re-record their DOT. Sometimes i would record my RM first
sometimes they would. then after the trustee's deed, sometimes i
would record my DOT first sometimes they would.

The cousin absconded with the funds. Scott figured this out in mid
November. He came to me and told me what was happening. he
said he had talked to the other lenders and they agreed that this
was a mess, and as long as they got their interest and were being
paid off they wouldn't foreclose, sue or anything else.

Scott and i spent a great amount of time creating a plan to fix this.
Our plan is simple, sell off the properties and pay off both liens with
interest and make everyone whole. Because many of the houses

O were bought in the first half of last year. they are upside down, but
not nearly as bad as you would think. if Scott paid 100k, i lent 80k
and another lender lent 80k. the house is now worth 140k, it's
upside down 20k. However there are some houses that are more
upside down than this. Coming up with the short fall on all these
houses is a challenge , but we believe it's doable. our plan is a
combination of injecting capital and extending cheaper money,
along with continuing the business as he's run it for years, by
flipping homes which will generate profits.

The Plan:
1. all lenders will be paid their interest, except me, i'm allowing my
interest to accrue.
2. i'm extending him a million dollars against a home at 3%
O 3. he is bringing in 4-5 million dollars over the next 120 days from
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liquidating some assets as well as getting some money back that
the cousin stole, and other sources.

4. he's got a majority of these houses rented, this brings in a lot of
money every month.

9. the houses that he's buying now and will be flipping will bring in
money every week starting next week or two.

6. as the houses become vacant either because of ending the lease
or the tenant leaves, scott will fix up the house and sell it retail. this
will drive the order in which the houses will be sold.

/. he also owns dozens of houses that only have one lien on them
and have substantial equity in them, and he'll be selling these as
the tenants vacate.

i've been over this plan 100 times and the numbers and j truly

believe this is the right avenue to fix the problem. we have been
proceeding with this plan since November and we've already O
cleared up about 10% of the total $'s in question. that's in the

slowest part of the selling season. We feel once things pick up
seasonally we can speed this up '

the gentleman that handed me the paperwork, believes because he
physically paid the trustee that he is in first position, but agrees it's
messy. he wants me to subordinate to him, no matter who recorded
first. we have paid off one of his loans, you'll see on this list Pratt -
paid in full, i've attached the hud-1 and you see that it shows me in
first position versus his belief. now that's one title agents opinion, i
understand that's not settling legal dispute on who's in first or
second.

| know that i can't sign the subordination because that goes against O
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everything that i tell my investors. pius i can tell you there are
several other lenders waiting to see what i do, if i sign with this
group, they want to have me sign one for them too.

What we need is an agreement that as long as the other lenders
are being paid their interest and payoffs continue to come, (we
have 12 more houses in escrow currently, all planned to close in
the next 30 days) , that no one initiates foreclosure for obvious
reasons, which will give us time to execute our plan.

let me know any questions so that when we meet we can be
productive as possible.

thx

dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f
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When recorded, mail to:

DenSco Investment
6132 W. Victoria Place
Chandler, AZ 85226

MORTGAGE

January 6, 2014

The undersigned borrower ("Bomrower") acknowledges receipt of the proceeds of a loan from
DenSco Investment Corporation ("Lender”) in the sum of $186,000.00, as evidenced by check
payable to: Recontrust Company ("Trustee") The loan was made to Borrower to purchase the Real
Property legally described as: Lot 24, Subdivision Cooper Commons Parcel 8, according to the plat
Book 448, of Maps, Page 44, & Certificate of Correction recorded in Doc No. 98-601977 & 01-
0363100, in the plat record 1n the Recorder's Office of Mancopa County, Anzona. Address; 6341 S
Kimberlee Way, Chandler, AZ 85249 At a trustes's sale conducted by Trustee, which took place on
January 3, 2014, Borrower became the successful purchaser with the highest bid, and the loan is
intended to fund all or part of the purchase price bid by Borrower at such trustee’s sale.

Borrower has promised to pay Lender or assignes the full amount of the loan, with interest at the rate
of 18% per annum from the date of this Receipt until paid in full, such amounts to be due and
payable in full based on due date from promissory note.

Borrower hereby grants to Lender or assignee a first, prior and superior equitable lien and mortgage
against the Real Property to secure payment of the loan. The undersigned principal of Borrower
(who shall derive benefits from the loan, in order to induce Lender to extend the loan to Borrower)
hereby irrevocably and unconditionally guarantees and promuses to pay to Lender upon demand the
full loan amount and all other sums payable or to become payable hereunder if Borrower fails to pay
any such amounts when due. Borrower further agrees to execute, acknowledge and deliver to Lender
such further documents as may be necessary to effectuate the intent of this transaction. Borrower has
delivered to Lender a promissory note and deed of trust, and Borrower agrees that the deed of trust
shall be recorded against the Real Property as a first, prior and superior lien and encumbrance
simultaneously with the recording of the Trustee's Deed. Borrower further agrees to cause the
undersigned principal of Borrower to execute, acknowledge and deliver a guaranty of the amounts
lent by Lender under said promissory note.

Borrower :Anzona Home Foreclosures, LI.C

Name & Title of Principal Borrower. Yomtov Scott Menaged. Managing Member of LLC
Signature:__

State of Arizona )

) ss.
County of Maricopa )
Subscribed, sworm to and acknowledged before me tus ___ day of . 2014,
By:Yomtov Scott Menaged
Commission Expires: _ Notary Public
356655v2 5/22/2007
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WHEN RECORDED MAIL TO:

DenSco Investment
6132 W. Victoria Place
Chandler, AZ 85224

SPACE ABOVE THISLINE IS FOR RECORDER'S USE ONLY

DEED OF TRUST AND ASSIGNMENT OF RENTS
Date: January 6, 2014
TRUSTOR. Arizona Home Foreclosures, LLC
Address: 7320 W Bell Rd,, Glendale, AZ 85308
BENEFICIARY: DenSco Investment Corporation, an Arizona corporation ("Lender")
Address: 6132 W. Victoriz Place, Chandler, AZ 85226
TRUSTEE: Recontrust Company

Address: 2380 Performand Dr , Richardson, TX 75082

PROPERTY m the County of Maricopa, State of Arizona, described as: Lot 24, Subdivision Cooper Commons
Parcel 8, accordng to Book 448, of Maps, Page 44, & Cerhfication recorded in Doc No. 98-601977 & 01~
0363100, in the plat record in the Recorder's Office of Maricopa County, Arizona.

O Street address: 6341 S Kimberlee Way, Chandler, AZ 85249

WETNESSETH THAT Borrower does hereby irrevocably grant, bargam, sell and convey to Trustee, in trust,
with power of sale, the above-described real property;

TOGETHER WITH all the improvements now or hereafter erected on the Property, and all easements,
appurtenances and fixtures now or hereafter a part of the Property, and all rents, 1ssues and profits thereof,
SUBJECT, HOWEVER, to the right, power and authority hereinafter given to and conferred upon Lender to
collect and apply such rents, 1ssues and profits. All replacements and additions also shall be covered by this
Deed of Trust. All of the foregoing is referred to in this Deed of Trust as the "Property "

FOR THE PURPOSE OF SECURING:

A. Performance of each and every agreement of Borrower herein contained B Payment of the principal sum of
$186,000 00 (U.S $One Hundred Eighty-six Thousand Dollars and No Cents). This debt is evidenced by
Bormrower's NOTE or NOTES dated the same date as this DEED OF TRUST, and any extension or renewal
thereof (collectively, if applicable, the "Note"). C. Payment of all additional sums and interest thereon which at
any time now or hereafier are owed by Borrower to Lender, or 1is successors or assigns. D. Payment of any
amounts hereafter advanced by Lender or paid on behalf of Borrower to perform any duties or obligations of
Bormrower hereunder, or otherwise to protect the Property or the lien of this Deed of Trust.

TO PROTECT THE SECURITY OF THIS DEED OF TRUST, BORROWER AGREES:

1 Borrower has the right to grant and convey the Property and that Property is unepcumbered, except for
encumbrances of record. Borrower warrants and will defend generally the title to the Property against all claims
and demands, subject to any encumbrances of record.
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2. Borrower shall promptly pay when due the principal of and interest on the debt evidenced by the Note
and any prepayment and late charges due under the Note.

3. Unless applicable law provides otherwise, all payments recexved by Lender under Paragraph 2 shall be
applied first in payment of any costs or charges, then to Default Interest (as defined in the Note) accrued, then to
interest accrued, and then to reduce principal.

4. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable to the Property
which may attain priority over this Deed of Trust, and Jeasehold payments or ground rents, 1f any. Borrower
shall promptly fumnish to Lender all notices of amounts to be paid under this Paragraph 4. Bormower shall
promptly furnish to Lender receipts evidencing the payments.

5. Borrower shall promptly discharge any lien in which has pnority 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 faith the hen by, or defends against enforcement of the lien in, legal proceedings
which in Lender's opinion operate to prevent the enforcement of lien; or (c) secures from the holder of the lien
an agreement satisfactory to Lender subordinaning the lien to this Deed of Trust. If Lender determines that any
part of the Property is subject to a lien which may attam priority over this Deed of Trust, Lender may give
Borrower a notice identifying the lien. Borrower shall satisfy the lien or take one or more actions set forth
within 10 days of the beginning of notice.

6. Borrower shall keep sa:d Property in good condition and repair; not to remove or demolish any building
thereon unless part of the construction plan approved in writing by Lender; to complete or restore promptly and
in good and workmanlike manner any building which may be constructed, damaged or destroyed thereon and to
pay when due all claims for labor performed and materials furnished therefor; to comply with all laws affecting
said Property or requiring any alterations or improvements to be made thereon, not to commut or permut waste
thereof; not to commit, suffer or permrt any act upon said Property in violation of law; to cultivate, irrigate,
fertilize, fumigate, prune and do all other acts which from the character or use of said Property may be
reasonably necessary, the specific enumerations herein not excluding the general. :

7. Borrower shall provide, maintam and deliver to Lender fire insurance and general liability insurance on
the Property satisfactory to and with loss payable to Lender, The amount collected under any fire or other
insurance policy may be applied by Borrower upon any indebtedness secured hereby and in such order as
Borrower may dstermine, or at option of Borrower the entire amount so collected or any part thereof may be
released to Lender. Such application or release shall not cure or waive any default or notice of default hereunder
or wvalidate any act done pursuant to such notice

8. Borrower shall appear in and defend any action or proceeding purporting to affect the security hereof or
the nghts or powers of Lender or Trustee; and to pay all costs and expenses, including cost of evidence of title
and attorneys’ fees in a reasonable sum, in any such action or proceeding in which Lender or Trustee may
appear.

9. Borrower shall pay immediately and without demand all sums expended by Lender or Trustee pursuant
to the provisions hereof, with interest from date of expenditure, at the rate of interest found on the Note.

10. Borrower shall not cause or permit the presence, use, disposal, storage or release of any Hazardous
Substances on or in the Property. Borrower shall not do or allow anyone else to do, anything affecting the
Property that is m violation of any Environmental Law. The preceding two sentences shall not apply to the
presence, use or storage on the Property of small immaterial quantities of Hazardous Substances that are
generally recogmized to be appropriate to normal cleaning and mamtenance purposes of a commercial or
residential property. Borrower shall promptly give Lender written notice of any investigation, claim, demand,
lawsuit or other action by any governmental or regulatory agency or private party involving the Propetty or any
Hazardous Subsiance or Environmental Law of which Borrower has actual or constructive Inowledge. If
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Borrower leams, or is notified by any governmental or regulatory authority, that any removable or other
remediation of any Hazardous Substance affecting the Property is necessary, Borrower shall promptly take all
necessary remedial actions in accordance with Environmental Laws As used in this Paragraph 10, "Hazardous
Substances" are those substances defined as toxic or hazardous substances by Environmental Law and the
following substances: gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides or
herbicides, volatile solvents, materials contaiming asbestos, formaldehyde or dioxins, and radioactive materials.
As used in this Paragraph 10, "Envitonmental Law" means all federal Jaws and laws of the state, county and city
of the jurisdiction where the Property is located that relates to health, safety or environmental protection

IT IS MUTUALLY AGREED:

11. Should Borrower fail to make any payment or to do any act as herein provided, then Lender or Trustee,
but without obligation so to do and without notice to or demand upon Borrower and without releasing Borrower
from any obligation hereof, may: (a) make or do the same in such manner and to such extent as either may deem
necessary 1o protect the security hereof, Lender or Trustee being authorized to enter upon said Property for such
purposes; (b) appear in and defend any action or proceeding purporting to affect the secunty hereof or the rights
or powers of Lender or Trustee; (¢) pay, purchase, contest or compromise any encumbrance, charge or lien
which in the judgement of either appears 1o be prior or superior hereto; and (d) in exercising any such powers, or
in enforcing this Deed of Trust by foreclosure, pay necessary expenses, employ counsel and pay his reasonable
fees. Any amounts dispersed by Lender under thus Paragraph 11 shall become additional debt of Borrower's,
secured by this Deed of Trust unless Botrower and Lender agree to other terms of payment, these amounts shall
be payable, with interest, upon demand from Lender to Borrower.

12. Any award of damages in connection with any condemnation for public use of or injury to said Property
or any part thereof is hereby assigned and shall be paid to Lender who may apply or release such monies
received by it in the same manner and with the same effect as above provided for disposition of proceeds of fire
or other insurance.

13. TIME IS OF THE ESSENCE IN EACH COVENANT OF THIS DEED OF TRUST, and that by
accepting payment of any sums secured hereby after its due date, Lender does not waive 1ts right either to
require prompt payment when due of all other sums so secured or to declare default for failure to pay.

14. At any time or from time to tirne, without liability therefor and without notice, upon written request of
Lender and presentation of this Deed of Trust and said Note for endorsement, and without affecting the personal
liability of any person for payment of the indebtedness secured hereby, Trustee may: (a) reconvey all or any part
of said Property; consent to the making of any may or plat thereof; (b) join 1 granting any easement thereon; or
(c) join in any extension agreement or any agreement subordinating the lien or change hereof

15. As additional secﬁﬁty, Borrower hereby gives to, confers upon and assigns to Lender the right, power
and authority during the continence of these Trusts, to collect the rents, issues and profits of said Property,
reserving unto Borrower the right, prior to any default by Lender payment of any indebtedness secured hereby
or in performance of any agreement hereunder, to collect and retain such rents, 1ssues and profits as they become
due and payable, Upon any such default, Lender may at any time without notice, either in person, by agent or
by a receiver to be appointed by a court, and without regard to the adequacy of any security for the indebtedness
hereby secured, enter upon and take possession of said Property or any pait hereof, in its own name sue for or
otherwise collect such rents, issues and profits, including those past due and unpaid, and apply the same, less
costs and expenses of operation and collection, including reasonable attomeys' fees, upon any indebtedness
secured hereby, and in such order as Lender may determine. The entering upon and taking possession of said
Property, the collection of such rents, issues and profits and the application thereof as aforesaid, shall not cure or
waive any default or notice of default hereunder or invalidate any act done pursuant to such rotice.

16. The failure of Borrower to comply fully with the terms of the Note or this Deed of Trust shall constitute
an immediate default hereunder, and the occurrence of any default under any other notes or deeds of trust
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between the parties securing any other indebtedness owed by Borrower to Lender shall also constitute a defanlt
under this Deed of Trust Upon any such defonit, Lender shall have the right, at its election, to accelerate
immediately any or all of the loans, and proceed to enforce all of Lender's rights, in accordance with Arizona
law, including without limitation, the right to foreclose any or all of the deeds of trust and pursuc a deficiency

judgment(s). '

If the Property is sold, assigned or transferred, whether voluntarily, involuntanly, or by operation of law, the
entire principal balance together with accrued interest and all other charges shall become immediately due and
payable.

17. Notice of sale having been given as then required by law, and not less than the time required by law
having elapsed, Trustee, without demand on Borrower, shall sell said Property at the time and place fixed by it
in said notice of sale, either as a whole or in separate parcels and in such order as it may determine, at public
auction to the highest bidder for cash in lawful money of the United States, payable at tume of sale. Trustee
shall deliver to the purchaser its deed conveying the Property so sold, but without any covenant or warnanty
express or implied. The recitals i such deed of any matters or facts shall be conclusive proof of the truthfulness
thereof. Any person, including Borrower, Trustee or Lender, may purchase at such sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, including cost of evidence of title and
reasonable attomeys' fees in connection with sale, Trustee shall apply the proceeds of sale to payment of; all
sums then secured hereby and all other sums due under the terms hereof, with accrued interest; and all other
sums then secured hereby; and the remainder, if any, to the person or persons legally entitied thereto, or as
provided in ARS. § 33-812. To the extent permitted by law, an action may be maintained by Lender to recover
a deficiency judgment for any balance due hereunder. Lender may foreclose this Deed of Trust as a realty
mortgage.

If Property under this Deed of Trust is located in more than one county, regardless of whether Property is
contiguous or not, Trustee may sell all Property in any one of the counties 1n which part of Property is locatsd;
and unless Trustee receives contrary written instructions from Lender or Borrower, Trustee may sell all Property
either in parcels or in whole.

If indebtedness secured hereby 1s secured by one or more other deeds of trust, the upon default of Borrower in
payment of indebtedness or performance of any other agreement with Lender, Trustee may sell Property subject
to this Deed of Trust and to any other deeds of trust securing said indebtedness at Trustee's sale conducted
sedally. .

Trustee is not obligated to notify any party hereto of pending sale under any other deeds of trust, or of any action
or proceeding in which Borrower, Lender or Trustee shall be a party, unless brought by Trustee

18. This Deed of Trust applies to, mures to the benefit of, and binds all parties hereto, their heirs, legatees,
devisces, administrators, executors, successors and assigns. The term Lender shall mean the holder and owner
of the Note secured hereby; or, if the Note has been pledged, the pledgee thereof, In this Deed of Trust,
whenever the context so requires, the masculine gender includes the feminine and/or neuter, and the singular
number includes the plural. '

19. Lender may, for any reason or cause, from tume to time remove Trustee and appeint a substitute/
Successor trustee to any Trustee apponted hereunder, and when any such substitution has been filed for record
in the Office of the Recorder of the County in which the Property herem described is situated, it shall be
conclusive evidence of the appointment of such trustee or trustees. Without conveyance to the Property, the
successor trustee shall succeed to all the title, power and duties conferred upon Trustee herein and by applicable
law.
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O 20. The Note or a partial interest m the Note (together with this Deed of Trust) may be sold one or more
times without notice to Borrower. A sale may result in the change of the person who collects monthly payments
due under the Note and this Deed of Trust.

21. Bf)n'ower/mortgagor hereby waives, releases and discharges any homestead exemption claimed or
declared against Property.

22. If any term or provision of this Deed of Trust 15 held invalid or unenforceable by a court or arbitrator of
competent jurisdiction, such terms shall be reduced or otherwise modified by such court or arbitrator to the
minimum extent necessary to make it valid and enforceable, If such term or provision cannot be so modified, 1t
shall be severed and the remaining terms and provisions of this Deed of Trust shall be interpreted in such a way
as to give maximum validity and enforceability to this Deed of Trust. The remaining terms and provisions
hereof shall continue m full force and effect.

23. Upon payment of all sums secured by this Deed of Trust, Lender shall release this Deed of Trust
without charge to Borrower, except that Borrower shall pay any recordation costs.

Upon wiitten request of Lender statng that all sums secured hereby have been paid, and upon surrender of this
Deed of Trust and said Note to Trustee for cancellation and retention and upon payment of its fees, Trustee shall
reconvey, without warranty, the Property then held thereunder. The recitals in any reconveyance executed under
this Deed of Trust of any matters or facts shall be conclusive proof of the truthfulness thereof. Borrower in such
reconveyance may be described as "the person or persons legally entitled thereto."

Request is hereby made that a copy of any notice of default and a copy of any notice of sale hereunder be mailed
to Borrower at its/his/her address hersinbefore set forth,

BORROWER: Arizona Home Foreclosures, 1.L.C

O NAME and Title of Principal Borrower: Yomtqy Scott Menaged., Manaomp Member of LLC
SIGNATURE:

STATE OF ARIZONA )
) ss.
COUNTY OF MARICOPA)

This Instrument was acknowledged before me this day of , 2014,
By: YomTov Menaged

Commission Expires*

Notary

35627473 5 512212007

O

CH_0005800



NOTE SECURED BY DEED OF TRUST
$186,000.00 Phoenix, AZ (Dats); January 6,2014
Property Address: 6341 S Kimberlee Way, Chandler, AZ 85249 O

For value received, Arizona Home Foreclosures, LLC("Maker") promises to pay to the order of DenSco Investment
Corporation or assigns (the “Holder"), at 6132 W, Victonia Place, Chandler, AZ 85226 (or at such other plece as the
Holder may designate in writing), i Jawful U S. money the principal sum of $186,000.00($0ne Hundred Eighty-six
Thousand Dollars and No Cents) plus interest calculated on the basis of a 360-day year and charged for the actnal
number of days elapsed, from the date hereof until paid on the principal balance from time to time outstanding.

Interest shall accrue on the principal sum outstanding at the rate of eighteen percent (18%) per annum, and shall be
payable monthly commencing onc month from the date hereof (provided, however, that if there is no comparable date in
the following month to the date on which this Note is executed, monthly installments of interest hereunder shall be due
and payable on the last day of each of the five succeeding months) The entire principal balance, together with all unpaid
acerued interest, shall be due and payable as a balloon payment on July 6, 2014, the date six months from the date of
funding under this Note, or upon any earlier acceleration (the “Maturity Date™). If any payment becomes past due for
more than five calendar days, Maker shall pay to Holder, in addition to the amount of the overdue payment, alate charge
equal to ten percent (10%) of the unpaid accrued interest element of such overdue payment.

In addition to any late charge on past due payments, interest will accrue at the rate of twenty-nine percent (29%) per
annum (“Default Interest") on the unpad principal balance upon the occurrence of a "Default” (hereafter defined), A
"Default" shall occur (i) if any installment of accrued interest is not paid within 5 days of the date such payment was due,
(i) if the Note and all outstanding charges are not paid by the Maturity Date (for which no grace period is allowed), (iii)
if there is a failure to comply with any of the terms of this Note or the Deed of Trust or guaranty which secures this Note,
(iv) upon any bankruptcy, insolvency, dissolution or fraudulent conveyance by Maker, (v) upon any seizure, attachment
or levy of Maker's assets, or (vi) upon the occurrence of any defamlt under any other obligation of Maker to Holder.
Further, at Holder's option after Default, all remaning unpaid principal and accrued interest shall become due snd
payable immediately without notice (other than any declaration prescribed in applicable sections of the agreements under
which such events of defanlt arose), presentment, demand or protest, all of which hereby are waived. TIME IS OF THE

ESSENCE. O

Maker agrees to an effective rate of interest that is the sbove rate, plus any additional rate of interest resulting from
charges or benefits received by Holder which a court or governing agency deems to be in the nature of interest paid. All
payments on this Note shall be applied first in payment of any costs, fees or charges incurred in connection with the
indebtedness evidenced hereby, then to Default Interest accrued, then to interest accrued, and then to reduce principal.
This Note is secured by a Deed of Trust executed contemporaneously herewith.

Maker waives demand, diligence and presentment for payment, protest, and notice of extension, dishonor, protest and
nonpayment of this Note. If Defanlt occurs, Maker promises to pay all costs of collection, court and foreclosure, including
reasonable attorneys' fees. No renewal or extension of this Note, delay in enforcing any right of Holder under this Note,
acceptance of any late payment, or assignment by Holder of this Note shall constitute a waiver of Holder's right to exercise any
of 1ts rights during the continuance of any Default or upon a subsequent Default, or otherwise limit the liability of Maker. All
tights of Holdsr under this Note are cunmlative and may be exercised concurrently or consecutively at Holder's option.

K any one or more of the provisions of this Note are determined to be unenforceable, in whole or in part, for any reason, the
Temaining provisions shall remain fully operative. This Note shall be construed in accordance with the laws of the State of
Arizona, irrespective of its choice of law principles. This Note shall be binding upon Maker and its snccessors and assigns.

Signed this date:

Borrower: Arizona Home Foreclosures, LL.C By: X -
Name & Title: Yomtov S Menaged, managing member of L.L.C

Personally Guaranteed by: X Printed Name: X
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“m Less pald Byflot (ine 220) T Btz [0 Les T amount dus el (v 52)
303, Cash __ LlFrom [ To Borrower f .00 's__oa_& Ot ~___HFcmseller | _sg,gs.m_
Paga i of B Frinted by Kanny Hieb on 12102013 at 11:51:46 AN
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Filo Numbar; 04041604 - 737 - KH3

L% Settiement Charges

[, T00. Tt Rea) EstaaBrokel Feeas T = 25 5 v s T oEE T p
nMslonol mm«m
| 701 $3,15000 to Property M

702 § $,280.00 to Arizona Best Real Estats

703. Commission caild ot ssttlement

e L

= Ed N

[

Tred S8 r=mas 0

[ §007 Vtems Paiyabiu fn Coritkich Wit Coan,

801 _Our origination charge 5‘&. _{trom GFE #1)

| 802. Your eredit of charge (poiris) for the spacific irterost ¢ Hmstmnﬂwsan $ {from GFE #2) —_—
[ 809, Yow edusted odpination charpes from GFEA) P 1:285.00
L 604 Appralsalfes to PL FBO) Kfaimann Apprassal (from GFE £3) 45000
805. Credt feport o PLFBO Kroll Fachal Data (rom GFE 3) 2113 .
806. Tax service to PrimeLending, a PlalnsCapital Company _ (fiom GFE £3) 920.00
BO7_Flood cortffication o PL FEO Corelogle Flood sarvices (rem GFE 83) 9.50+
§08, .
T T N :
&Ji Dal![ lnlareﬂ d\gm from 12I]10013 to 01/0‘[/2014 B s2s5M Id:y jfmn GFE #10) —
| 902, Morigage insurance premium for Q months to (from GFE 23)
903. Homecwner's Insurance for 1 years o Safeco Insurance Compa  (rom GFE #11) 5e0.00 —
904. VA Funding Fea to Veterans A —_ 4.515.00 __ —-
{=23008 Reverves Depostied withrlender: .. .- == - 8L e Mmoo pR e comwen EewrEE v R 3y AT e Y
1001_Inftial depost for your escsow secount firom GFE £3) 6352
1002, Hameswnar's insurance 3 months @ $ 46.6600 $ 139,98
1003, Mortgage Imsurance _ nonths @% s
1004, Propacty taxes & mordhs €% 1055700 § 63522 I -
R 4008, monts § $ $
1006, months © § [}
1007, Aggregate adiustmant
— 2100, Tuecharges” T

1101 _Title services and lendar's Iﬂh Imumneo

1102, atbement o closing fae o Mognus Thie Agency

1103, Owner’s i Insurance to Magnus Tite Apancy $1,200.00 {from GFE #5)

120000

|’ 1104. Londer’s fHfa nsurance 1o Ma Tiie 365800

1105. Lander's thia polley Emk 3214515

” 1108, Owner's ttle policy Imk $210,000

1107 Agent's portion of the tote] il Insurance pramlum 3183038

o Magms Title Agency

1108. Underwriters portion of the hnlm:lnsn-anu;nmm
' o Firet Ameriean Tte !

samre

Y

ER O TS L - Tl TP

., 1200 Oév;rnmenmecomng_imd Imﬁxn}_glu -

1201, Goverranarg recording chatges

{rom GFE ; #7) =

1202, Deed $ Merigage $ Relsase $

" momGrEsg

12003, Transfertaxss

1204, cqlcamrz_ﬂ& Morigage $

1265, Stale tarsstaps Morigape §

1208, Exeiso Tax

[T 50B, Aol Setlement Gharges -

1301 Rag.ﬂmdseMcuh_tyou ean ahap for

1302,

136,

1304, Home Vzrmnly to BPG Home Wamarty

30.00

1303 H Setvicing Fes & H: Does.com

| 1308. HOA Cunent Balancs to Marldlan Polrte HOA

1307 HOA Pre-Pale Assass for 2014 b Mmdhn Polrta HQA

| 1308, HOA Disclosuro kg to Brown Communty Mars

138.00

1309, HOA Transfar Fes to Brown Community Magz_mam

183.00

1310, HOA 4th Qfr Fee to Meridian Polnts HOA
1311 _ 4040842 Trustes Fiia to Magnus Titls

698.00

1312, 4040842 Recording Fas to Magnus Titls

10.00

1313, 4040842 Coutler Foe 15 Magnus Te

.00

1314, Past Inspaction to Carefres Tormbs Protaction

7500

133%. 13t Half Of 2013 Tacees 1o Maricop County T

632.17

1109427 | 11971.17

POCS # Pald azside of cosing by Bomowet POGS = Pald eutaide of clasing by Sefler POCL » Fald outsids of closing by Lender POCM = Pald outsidy of elxing by Morigaga broker

Page 2 of 8

Printed by Kanny Mieb on 121062013 at 11:51:¢6 AM
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Flls Number: 04041604 - 737« KH3

Primelending. a PlalnsCapital Company

[Chiriienn of Gpod Fafth Extinate (GFE) andHUD-{ Gharges [ Gaod Fatiy ECUmAtS, - | = - - -HUDGe - -
| Charges That Cannot xcraase = il
Our origination charge # 801 1 T %@swoo | 1,285.00
| Your credt of charge (f points) Tortra spacublnterest mate chosen ¥ 802 - T o0 | Tem
| Your adjusted origination ofarges - ® 2 T i 128500 1,285.00
 Transfes laxes “as = & 1203 T 000 | .00
L 120800 1,288.00
v TORICANIN BercaseMoteThan 0% o g, 5 4miFFig T RET L § om0 b OROGFALESIMAte ] © L 2o RO son T
Gwemmem racurd“ ing charges 4 1201 0.00 0.00
Appralsa.lfeo _ — T # 84 i i 450.00 45000
_grgglt report . # BOS N “65,00 2113
Tax servica — o # B0G - L 90.00
Fbodeer_tiﬁgtbn — . [ 807_- 8.50 9.50
VA Funding Fee # 804 ' 6,820.00 4,515.00
| 7,544.50 §,085.63
(2458.87) or {32.59)%
A e TN T I . VT I S e
w deposit for your eserow scoount 4 635.23 635.23
Dally interest charges % 901 $25.71 Tday 548,00 539,81
1 Homeowners inswance - ¥ 903 [ 700.00 ST se000
Tile services and lenders thie insurance - # 1101 725.00 T 1,52800
Owner's e |nsurance _ 91103 1,000.00 1,200,060
Loan Terms

rYt:\ur Intlial loan amourd is

Your joan term Is

Your inttiad interest rata Is

Your inftial monthly amourt owed for prindpal, interest, and
any mortgage insurarce is

B Interest
D Morigage Insurance
mm interest rate ise? Oro. D Yes, 1 can rise to 8 maximum of 2T % The first changa
¥ 1% and can change agaln every FE
. Every change date, your interest rate can increass or dacreass
by WaAEEE L2787 T 3T Overthe Ufe of tha loan, your inferest rate Is
1 guaranteed to never be lowsrthan &, f_-;:;;;‘-% or hgher than
rEvan if you make paymerts on time, can ynu:;n balancs Blne. [J Yes.teanricetoameximumof§  § i : ¢ J5iEe
rise?_ _ — — i _ __
Even If you make paymente on time, can your monthly Llno. [] Yes thedirstincreasecanbeen " i andthe monthly
amount owed for prineipal, Intarest, end mortgage insutanse amount owed canriseto § ' HUIERzZY L
risa? 'I'hemaxﬁnumlanewﬂsetolss v 2L =
r, Does your loan have a propayment penatty? EINo. [[] Yes, your mesdmum propeyment penatty la §
Does your foan have & bafloan payment? Elne. [ ‘es, youhavs abatioon payment 2§ °. .
{ IZyearson P T _
| Total monthly amount owed including escrow aoccount ] You do not have a morthly payment for items, such ag property taxes and
payments homeowner's insurance, You rust pay thesa 2ems disectly yourself.,
I You have an additional monthly sscrow paymert of § '_'_i 1_5235_,3.- that
results in 8 tole] inftfal monthly amourt owed of $ v : B 1;23-5?' This incltdas
piincipal, Intecest, any mortgage insurance and eny itlems checksd belowr
[ Property taxes 2] Homeowner's Insurance
[ Fioed Instrance Oe=as: TIEZITTT
O5 - i ees 000 Oati oy waiet
_— -

Note: If you have any questions about the Setlement Charges and Loan Terns flsted on this form, please contact yeier fender,

Page3d 6 Printed by Kanny Heb on 12/102013 st 14:51;46 AM
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File Number: 04041604 « 737 - KH3

Description

Your adjusted origination chargas

Tex semvice

| Flood certification
Homsowner's insurance

Tetal Ae Shown Qn HUD Lina 208

Ak ik I, B 3

Dasertption

Your adjusted origination charges
Tex service
Flood certffication

I Homeowned's Insurance

Total As Shown On HUD Lina 508

Buyar Seller
Description Amount Amourt
Unde’witm Fee . Y 450.00
Closing Fee 175.00
Processing Fee ! 500,00 -
Wre Fee 3500
Doc Prep Feo 12500

Tetal As Shown On HUD LIne 803 128600 |

Pagedof &

Prinled by Kenny Heb on 12/1072013 at 11:51:45 AM
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Flis Number, 04041504 - 737 - KH3

[Breadowmiataminisslon Beshownon Bl - ... . - :
Agent Information
Ptopetty Management
Veronica Castro
14100 N. 83rd Ave

Peoria, AZ 85383

Sub Agent Informatlon: (belng paid out of Total Commission)
Veronica Castro

Amourt $2,850,00

14100 N, 83rd Ave.

Peoria, AZ 85383

AwWITOT CoHEHSToh Rg'shi

B by i

Agert information
Adizona Best Real Estale Total Commission: $5,250,00
Pati Bel

11333 N. Scottedale Road, #100

Scoltsdale, AZ 85254

Psge 548 Printad by Kenny Heb on 1271002013 at 11:51:48 AM
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Fito Number; 04041604 - 737 - KH3

aff Addendunt
BREAKDOUIN OF RAYOFE ONHIP e 603
Paysfito:  DENSCO Investment Cosporstion
6132 WVictoria Place
Chandler, AZ 85228

B2y

[BREANHRNIE B PAYDEE DN HUR i g5

Payollt:  Geared Equlty, LLC

Frinclpal Balancy 141.820.00
Irzerest 0.00
Good Thru 1211272013 70,00
Tetal Payotf 14189000
141,890.00
Amourt
Principal Balinca 148,155.1¢
Interest ON_
Goed Thre 12/152013 0.00
Total Payof! 14315514
Tota) as shown on HUD fine #5085, 145,155.14

PageSafs Printed by Kennty Hieb on $2/1072013 #t 11:51:46 AM
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Message

From: Denny Chittick [demonsy@yahoo.com]

Sent: 1/21/2014 11:02:46 AM

To: Sthenck, Daniel A. [dschenck@elarkhill.com]

cc: Beauchamp, David G. [dbeauchamp@cdlarkhill.com]; Anderson, Robert G. [randerson@clarkhill.com]
Subject: Re: Furniture King

Attachments: DOT Easy Investments.doc; Note Easy Investment.doc; RM Easy Investments.doc

Attached are the deed and note and rm i use for every loan.
thx
dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: "Schenck, Daniel A" <DSchenck@ClarkHill.com>

To: "demoney@yahoo.com” <dcmoney@yahoo.com>

Cc: “Beauchamp, David G." <DBeauchamp@ClarkHill.com>; "Anderson, Robert G." <RAnderson@ClarkHill.com=
Sent: Tussday, January 21, 2014 11:35 AM

Subject: Fumiture King

Denny,

For your information, Scott's furniture store (Fumiture King) has liens on its inventory. The UCC filings are
attached. The UCC filings do not state the amount of the encumbrances, but it could be a fluid amount, based
on a line of credit with a vendor

On ancther matter, we need some documents to complete the forbearance agreement Can you please send
us a copy of the form({s) you used for (i} a loan agreement and (i} a deed of trust. | know that you likely have
dozens (if not hundreds) of loan agreements and deed of trusts, but if the same forms were used, we can
review the forms to find the information we need. If multiple forms were used, please provide us a copy of
each form. The forbearance agreemeant will refer to these documents, and will ideally detail how/where thie
debtor breached the terms of the agreament, but will include languags regarding the lender's agreement to
forbearance from pursuing its claims based on those breaches.

Thank you,

CH_0001410



Daniel A. Schenck

CLARK HiLL PLC

480.684.1118 (direct) ] 480.684.1179 (fax)
Licensed in Asizona, California, Utah and Nevada
dschenck@ctarkhili.com | bio | www.clarkhill.com

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-mall from your
computer and do not copy or disclose it io anyone else. Your receipt of this message is not intended to waive any
applicable privilege. Neither this e-mail nor any attachment(s) establish an attomey-client relationship, constitute an
electronic signature or provide consent to contract elecironically, unless expressly so stated by a Clark Hill attomey In the
body of this e-mail or an aftachment.

FEDERAL TAX ADVICE DISCLAIMER: Under U. S. Treasury Regulations, we are informing you that, to the extent this

message includes any federal tax advice, this message is not intended or written by the sender to be used, and cannot be
used, for the purpose of avoiding federal tax penalties.

CH_0001411



WHEN RECORDED MAIL, TO:

DenScoo Investment
6132 W. Victoria Place
Chandler, AZ 85226

SPACHE ABOVE THIS LINE IS FOR RECORDER'SUSE ONLY _

DEED OF TRUST AND ASSIGNMENT OF RENTS
Date: January 17, 2014
TRUSTOR: Arizona Home Foreclosures, LLC
Address: 7320 W Bell Rd., Glendale, AZ 85303
BENEFICIARY: DenSco Investment Corporation, an Arizona comporation ("Lender™)
Address: 6132 W. Victoria Place, Chandler, AZ 85226
TRUSTEE: Quality Loan Service Corp

Address: 2141 5" Ave,, San Diego, CA 92101
PROPERTY in the County of Maricopa, State of Arizona, described as: Lot 276, Subdivision Sunset Vista,
according to Book 695, of Maps, Page 24, in the plat record in the Recorder's Office of Maricopa County,
Arizona.

b Strest address: 25863 W St. James Ave., Buckeye, AZ 85326

WITNESSETH THAT Borrower does hereby irrevocably grant, bargain, seil and convey to Trustee, in trust,
with power of sale, the above-described real property,

TOGETHER WITH all the improvements now or hereafter erected on the Property, and all casements,
appurtenances and fixtures now or hereafter a part of the Property, and all rents, issues and profits thereof,
SUBJECT, HOWEVER, to the right, power and authority hersinafier given to and conferred upon Lender to
collect and apply such rents, issues and profits. All replacements and additions also shall be covered by this
Deed of Trust, All of the foregoing is referred to in this Deed of Trust as the "Property.”

FOR THE PURPOSE OF SECURING:

A. Performance of each and every agreement of Borrower herewn contained. B. Payment of the principal sum of
$43,500.00 (U.S. $Forty-three Thousand Five Hundred Dollars and No Cents). This debt 15 evidenced by
Borrower's NOTE or NOTES dated the same date as this DEED OF TRUST, and any extension or renewal
thereof (collectively, iof applicable, the "Note"). C, Payment of all additional sums and interest thereon which at
any time now or hereafter are owed by Borrower to Lender, or its successors or assigns. . Payment of any
amounts hereafter advanced by Lerder or paid on behalf of Borrower to perform any duties or obligations of
Borrower hereunder, or otherwise to protect the Property or the lien of this Deed of Trust.

TO PROTECT THE SECURITY OF THIS DEED OF TRUST, BORROWER AGREES:

1. Borrower has the right to grant and convey the Property and that Property is unencumbered, except for
encumbrances of record Borrower warrants and will defend generally the title to the Property against all claims
and demands, subject to any encumbrances of record.

O 356274v3 5/2212007
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6 2. Borrower shall promptly pay when due the principal of and interest on the debt evidenced by the Note
and any prepayment and late charges due under the Note.

3. Unless applicable law provides otherwise, all payments received by Lender under Paragraph 2 shall be
applied first in payment of any costs or charges, then to Default Interest (as defined in the Note) accrued, then to
mterest accrued, and then to reduce principal.

4. Borrower shall pay all taxes, assessments, charges, fines and impositions attributable to the Property
which may attain priority over this Deed of Trust, and leasehold payments or ground rents, if any. Borrower
shall promptly furmish to Lender all notices of amounts to be paid under this Paragraph 4. Borrower shall
promptly furnish to Lender receipts evidencing the payments,

5. Borrower shall promptly discharge any lien in which has pnority over this Dead of Trust unless
Borrower: (a) agrees m writing to the payment of the obligation secured by the lien i a manner acceptable to
Lender; (b) contests in good faith the lien by, or defends against enforcement of the lien in, legal proceedings
which in Lender's opinion operate to prevent the enforcement of lien; or (¢) secures from the holder of the lien
an agreement satisfactory to Lender subordinating the hen 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
Borrower a notice identifying the lien, Borrower shall satisfy the lien or take one or more actions set forth
within 10 days of the beginning of notice

6. Botrower shall keep said Property in good condition and repair; not to remove or demolish any building
thereon unless part of the construction plan approved in writing by Lender; to complete or restore promptly and
in good and workmanlike manner any building which may be constructed, damaged or destroyed thereon and to
pay when due all claims for labor performed and materials firrnished therefor, to comply with all laws affecting
said Property or requiring any alterations or improvements to be made thereon; not to commit or permit wasie
thereof, not to commit, suffer or permit any act upon said Property in violation of law; to cultivate, imgate,

b fertilize, fumigate, prune and do all other acts which from the character or use of said Property may be
reasonably necessary, the specific enumerations herein not excluding the general

7. Borrower shall provide, maintain and deliver to Lender fire insurance and general liability insurance on
the Property satisfactory to and with loss payable to Lender. The amount collected under any fire or other
insurance policy may be applied by Borrower upon any indebiedness secured hereby and in such order as
Bosrower may determine, or at option of Borrower the entire amount so collected or any part thereof may be
released to Lender Such application or release shall not cure or waive any default or notice of default hereunder
or invalidate any act done pursuant to such notice. )

8 Borrower shall appear in and defend any action or proceeding purporting 1o affect the security hereof or
the rights or powers of Lender or Trustee; and to pay all costs and expenses, including cost of evidence of title
and attorneys' fees in a reasonable sum, 1n any such action or proceeding in which Lender or Trustee may

appear.

9. Borrower shall pay immediately and without demand all sums expended by Lender or Trustee pursuant
1o the provisions hereof, with interest from date of expenditure, at the rate of interest found on the Note.

10. Borrower shall not cause or permit the presence, use, disposal, storage or release of any Hazardous
Substances on or in the Property Borrower shall not do or allow anyone else to do, anything affccting the
Property that is in violation of any Environmental Law, The preceding two sentences shall not apply to the
presence, use or storage on the Property of small immatenal quantities of Hazardous Substances that are
generally recogmzed to be appropriate to normal cleaning and mamtenance purposes of a commercial or
residential property Borrower shall promptly give Lender written notice of any investigation, claim, demand,
Iawsuit or other achon by any governmental or regulatory agency or private party involving the Property or any
Hazardous Substance or Environmental Law of which Borrower has actual or constractive knowledge. If

356274v3 2 512212007
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Borrower leams, or 1s notified by any govemnmental or regulatory authority, that any removable or other
remediation of any Hazardous Substance affecting the Property 1s necessary, Borrower shall promptly take all
necessary remedial actions in accordance with Environmental Laws. As used in this Paragraph 10, "Hazardous
Substances" are those substances defined as toxic or hazardous substances by Environmental Law and the
following substances. gasoline, kerosene, other flammable or toxic petroleum products, toxic pesticides or
herbicides, volatile solvents, materials containing asbestos, formaldehyde or dioxins, and radioactive materials.
As used in this Paragraph 10, "Environmental Law” means all federal laws and laws of the state, county and city
of the jurisdiction where the Property is located that relates to health, safety or environmental protection.

IT IS MUTUALLY AGREED:

11. Should Borrower fail to make any payment or to do any act as herein provided, then Lender or Trustee,
but without obligation so to do and without notice to or demand upon Borrower and without releasing Borrower
from any obligation hereof, may: (a) make or do the same in such manner and to such extent as either may deem
necessary to protect the security hereof, Lender or Trustee being anthorized to enter upon said Property for such
purposes; (b) appear in and defend any action or proceeding purporting to affect the security hereof or the rights
or powers of Lender or Trustee; (c) pay, purchase, contest or compromuse any encumbrance, charge or lien
which in the judgement of either appears to be prior or superior hereto, and (d) in exercising any such powers, or
in enforcing this Deed of Trust by foreclosure, pay necessary expenses, employ counsel and pay his reasonable
fees. Any amounts dispersed by Lender under this Paragraph 11 shall become addstional debt of Bomrower's,
secured by this Deed of Trust unless Borrower and Lender agree to other terms of payment, these amounts shall
be payable, with interest, upon demand from Lender to Borrower,

12 Any award of damages in connection with any condemnation for public use of or injury to said Property
or any part thereof is hereby assigned and shall be paid to Lender who may apply or release such monies
received by 1t in the same manner and with the same effect as above provided for disposition of proceeds of fire
or other insurance.

13. TIME IS OF THE ESSENCE IN EACH COVENANT OF THIS DEED OF TRUST; and that by
accepung payment of any sums secured hereby after its due date, Lender does not warve 1ts right esther to
require prompt payment when due of all other sums so secured or to declare default for failure to pay.

14. At any time or from time to time, without liability therefor and without notice, upon written request of
Lender and presentation of this Deed of Trust and said Note for endorsement, and without affecting the personal
liability of any person for payment of the indebtedness secured hereby, Trustee may: (a) reconvey all or any part
of said Prope'ty, consent to the making of any may or plat thereof, (b) join in granting any easement thereon; or
(c) join in any extension agreement or any agreement subordinating the lien or change hereof.

15. As additional security, Borrower hereby gives to, confers upon and assigns to Lender the right, power
and authority during the contmence of these Trusts, to collect the rents, issues and profits of said Property,
reserving unto Borrower the nght, prior to any default by Lender payment of any indebtedness secured hereby
or m performance of any agreement hersunder, to collect and retasn such rents, issues and profits as they become
due and payable. Upon any such default, Lender may at any time without notice, either in person, by agent or
by a receiver to be appointed by a court, and without regand to the adequacy of any security for the indebtedness
hereby secured, enter upon and take possession of sa1d Property or any part bereof, in its own name sue for or
otherwise collect such rents, issues and profits, including those past due and unpaid, and apply the same, less
costs and expenses of operation and collection, including reasonable attorneys' fees, upon any indebtedness
secured hereby, and in such order as Lender may determine. The entering upon and talung possession of said
Property, the collection of such rents, issues and profits and the application thereof as aforesaid, shall not cure or
warve any default or notice of default hereunder or invalidate any act done pursuant to such notice

16 The failuwre of Borrower to comply fully with the terms of the Note or this Deed of Trust shall constitute
an immediate default hereunder, and the occurrence of any default under any other notes or deeds of trust

356274v3 3 5222007

CH_0001414



between the parties securing any other indebtedness owed by Borrower to Lender shall also constitute a defanlt
under this Deed of Trust. Upon any such default, Lender shall have the right, at its election, to accelerate
immediately any or all of the loans, and proceed to enforce all of Lender's rghts, in accordance with Arizona
law, including without limitation, the right to foreclose any or all of the deeds of trust and pursue a deficiency
judgment(s).

If the Property is sold, assigned or transferred, whether voluntarily, mvoluntanly, or by operation of law, the
entire principal balance together with accrued interest and all other charges shall become immediately due and
payable.

17. Notice of sale having been mven as then required by law, and not less than the time required by law
having elapsed, Trustee, without demand on Borrower, shall sell said Property at the time and place fixed by it
in said notice of sale, either as a whole or in separate parcels and in such order as it may determine, at public
auction to the highest bidder for cash in lawful money of the United States, payable at time of sale. Trustee
shall deliver to the purchaser 1ts deed conveymg the Property so sold, but without any covenant or warranty
express or implied. The recitals in such deed of any matters or facts shall be conclusive proof of the truthfulness
thereof Any person, including Borrower, Trustee or Lender, may purchase at such sale.

After deducting all costs, fees and expenses of Trustee and of this Trust, including cost of evidence of title and
reasonable attorneys' fees i connection with sale, Trustee shall apply the proceeds of sale to payment of; all
sums then secured hereby and all other sums due under the terms hereof, with accrued interest; and all other
sums then secured hereby, and the remainder, if any, to the person or persons legally entitled thercto, or as
provided in AR.S § 33-812. To the extent permitted by law, an action may be maintained by Lender to secover
a deficiency judgment for any balance due hereunder. Lender may foreclose this Deed of Trust as a realty
mortgage,

If Property under this Deed of Trust is located in more than one county, regardless of whether Property is
contiguous or not, Trustee may sell all Property in any one of the counties in which part of Property is located;
and unless Trustee receives contrary written instructions from Lender or Borrower, Trustee may sell all Property
either in parcels or in whole.

If indebtedness secured hereby is sccured by one or more other deeds of trust, the upon default of Borrower in
payment of indebtedness or performance of any other agreement with Lender, Trustee may sell Property subject
to this Deed of Trust and to any other deeds of trust securing said indebtedness at Trustee's sale conducted
serially.

Trustee 15 not obligated to notify any party hereto of pending sale under any other deeds of trust, or of any action
or proceeding in which Borrower, Lender or Trustee shall be a party, unless brought by Trustee.

18. This Deed of Trust applies to, inures to the benefit of, and binds all parhes hereto, their heirs, legatees,
devisees, administrators, executors, successors and assigns. The term Lender shall mean the holder and owner
of the Note secured hereby; or, if the Note has been pledged, the pledgec thereof. In this Deed of Trust
whenever the context so requires, the masculine gender includes the feminine and/or neuter, and the singular
number includes the plural

19, Lender may, for any reason or cause, from time to time remove Trustee and appoint a substitute/
snccessor trustee to any Trustes appomted hercunder, and when any such substitution has been filed for record
in the Office of the Recorder of the County in which the Property herein described is situated, it shall be
conclusive evidence of the appomtment of such trustee or trustees. Without conveyance to the Property, the
successor trustee shall succeed to all the title, power and duties conferred upon Trustes herein and by apphicable
law.

356274v3 4 /2212007
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NOTE SECURED BY DEED OF TRUST
$43,560,00 Phoenix, AZ (Date) Januaty 17,2014
Property Address' 25863 W St. James Ave., Buckeye, AZ 85326

For value received, Arizona Home Foreclosures, LLC("Maker") promises to psy to the order of DenSco Iivestment
Corporation or assigns (the "Holder"), at 6132 W. Victoria Place, Chandler, AZ 85226 (or at such other place as the
Holder may designate in writing), in lawful U S. money the principal sum of $43,500.00($Forty-Three Thousand
Five Hundred Dollars and No Cents) plus interest caloulsted on the basis of a 360-day year and charged for the
actual I:lumber of days elapsed, from the date hereof mtil paid on the principal balance from time to time
outstanding,

Interest shall accrue on the principal sym outstanding at the rate of eighteen percent (18%) per annum, and shalt be
payable monthly commencing one month from the date hereof (provided, however, that if there is no comparable dats in
the following month to the date on which this Note is executed, monthly mstallments of interest hereunder shall be due
and payable on the last day of each of the five succeeding months). The entire principal balance, together with all unpaid
accrued interest, shall be due and payable as a balloon payment on March 12, 2014, the date six months from the date of
funding under this Note, or upon any earlier acceleration (the "Maturity Date™. 1f any payment becomes past due for
more than five calendar days, Maker shall pay to Holder, in addition to the amount of the overdue payment, alate charge
equal to ten percent (10%) of the unpaid acetued interest element of such overdue payment.

In addition to any late charge on past due payments, interest will accrue at the rate of twenty-nine percent (29%) per
annum ("Default Interest”) on the unpaid principal balance upon the cccutrence of a "Defaul” (hereafier defined). A
"Defanlt” shall occur (i) if any installment of accrued interest is not paid within 5 days of the date such payment was due,
(i) if the Note and all ontstanding charges are not paid by the Maturity Date (for which no grace period is allowed), (i)
if there is a faslure to comply with ary of the terms of this Note or the Deed of Trust or guaranty which secures this Note,
(iv)upon any bankruptey, insolvency, dissolution or fraudulent conveyance by Maker, (v) upon any seizure, attachment
or levy of Maker's assets, or (vi) upon the occurrence of any default under any other obligation of Maker to Holder.
Further, at Holder's option afier Default. ail remaining unpaid principal and accrued interest shall become due and
payable immediately without notice (other than any declaration prescribedin applicable sections of the agreements under
which such events of defanlt arose), presentment, demand or protest, all of which hereby are waived. TIME IS OF THE
ESSENCE.

Maker agrees to an effective rate of interest that is the above rate, plus any additional rate of interest resulting fion
charges or benefits received by Holder which a court or governing agency deems to be in the nature of interest paid, All
payments on this Note shall be applied first in payment of any costs, fees or charges incarred in connection with the
indebtedness evidenced hereby, then to Default Interest accrued, then to interest accrued, and then to reduce principal.
Thus Note is secured by a Deed of Trust executed contemporaneously herewith

Maker waives demand, diligence and presentment for payment, protest, and notice of extension, dishonor, protest and
nonpayment of this Note. If Default ocours, Maker promises to pay all costs of collection, court and foreclosure, inclnding
reasonable attomeys' fees. No renewal or extension of this Note, delay in enforcing any right of Holder under this Note,
acceptance of any late payment, ot assignment by Holder of this Note shall constitute a waiver of Holder's right to exercise any
of its rights during the continuance of any Default or upon a subsequent Default, or otherwise linut the liability of Maker. All
rights of Holder under this Note are curnulative and may be exercised concurrently or consecutively at Holder's option.

If any one or more of the provisions of this Note are determined to be unenforceable, in whole or in part, for any reason, the
remaining provisions ghall remain fully operative. This Note shall be construed in accordance with the Jaws of the State of
Atizona, itrespective of its choice of law principles. This Note shall be binding upon Maker and its successors and assigns.

Signed this date:

Borrower: Arizona Home Foreclosures, LLC By: X

Name & Title: Yomtov S Menaged, managing member of LI.C

Personally Guaranteed by: X Printed Name: X
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b 20. The Note or a partial interest in the Note (together with this Deed of Trust) may be sold one or more
times without notice to Borrower. A sale may result in the change of the person who collects monthly payments
due under the Note and this Deed of Trust.

21. Borrower/mortgagor hereby waives, releases and discharges any homestead exemption claimed or
declared against Property

22. If any term or provision of this Deed of Trust is held invalid or unenforceable by a court or arbitrator of
competent jurisdiction, such terms shall be reduced or otherwise modified by such court or arbitrator to the
minimum extent necessary to make it valid and enforceable. If such term or provision cannot be so modified, it
shall be severed and the remaining terms and provisions of this Deed of Trust shall be interpreted in such a way
as to give maximum validity and enforceability to this Deed of Trust. The remaining terms and provisions
hereof shall continue in full force and effect.

23. Upon payment of all sums secured by this Deed of Trust, Lender shall rclease this Deed of Trust
without charge to Borrower, except that Borrower shall pay any recordation costs.

Upon written request of Lender stating that all sums secured hereby have been pard, and upon susrender of this
Deed of Trust and said Note to Trustee for cancellation and retention and upon payment of its fees, Trustee shall
reconvey, without warranty, the Property then held thereunder. The recitals in any reconveyance executed under
this Deed of Trust of any matters or facts shall be conclustve proof of the truthfulness thereof. Bomower in such
reconveyance may be described as "the person or persons legally entitled thereto."

Request is hereby made that a copy of any notice of default and a copy of any notice of sale hereunder be mailed
to Borrower at its/his/her address hereinbefore set forth.

BORROWER: Arizona Home Foreclosures, 1L1.C

b NAME and Tide of Principal Borrower. Yomtov Scott Menaged, Managmng Member of L1.C
SIGNATURE:
STATE OF ARIZONA )
) ss.

COUNTY OF MARICOPA)

This Instrument was acknowledged before me this day of 52014
By: YomTov Menaged
Comnussion Expires: . -

Notary

3562743 5 5/22/2007
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6 When recorded, mail to.

DenSco Investment
6132 W. Victoria Place
_ Chandler, AZ 85226

MORTGAGE
January 17,2014

The undersigned borrower ("Borrower") acknowledges receipt of the proceeds of a loan from
DenSco Investment Corporation ("Lender”) in the sum of $169,000.00, as evidenced by check
payable to: First American Title Ins Co ("Trustee"). The loan was made to Borrower to purchase the
Real Property legally described as. Lot 217, Subdivision Monterey Pownt 11, according to the plat
Book 363, of Maps, Page 48,in the plat record in the Recorder's Office of Maricopa County, Arizona,
Address: 510 S Jackson St, Chandler, AZ 85225 At a trustee's sale conducted by Trustee, which
took place on January 16, 2014, Borrower became the successful purchaser with the highest bid, and
the loan is intended to fund all or part of the purchase price bid by Borrower at such trustee’s sale.

Borrower has promised to pay Lender or assignee the full amount of the Ioan, with interest at the rate
of 18% per annum from the date of this Receipt until paid in full, such amounts to be due and
payable in full based on due date from promissory note.

Borrower hereby grants to Lender or assignee a first, prior and superior equitable lien and mortgage
s aganst the Real Property to secure payment of the loan. The undersigned principal of Borrower
O (who shall derive benefits from the loan, in order to induce Lender to extend the loan to Borrower)
bereby irrevocably and unconditionally guarantees and promises to pay to Lender upon demand the
full loan amount and all other sums payable or to become payable hereunder if Borrower fails to pay
any such amounts when due. Borrower further agrees to execute, acknowledge and deliver to Lender
such further documents as may be necessary to effectuate the intent of this transaction. Borrower has
delivered to Lender a promissory note and deed of trust, and Borrower agrees that the deed of trust
shall be recorded against the Real Property as a first, prior and superior lien and encumbrance
simultaneously with the recording of the Trustee's Deed. Borrower further agrees to cause the
undersigned principal of Bomrower to execute, acknowledge and deliver a guaranty of the amounts
lent by Lender under said promissory note.
Borrower. .Atizona Home Foreclosures, LI

Name & Title of Principal Borrower: Yomtov Scott Menaged. Managing Member of LLC
Signature.

State of Arizona )
) ss.
County of Maricopa )
Subscribed, swom to and acknowledged before me this day of |, 2014,

By-Yomtov Scott Menaged
Commission Expires. Notary Public

O 356635v2 52212007
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

Peter S. Davis, as Receiver
of DenSco Investment
Corporation, an Arizona
corporation,

No. Cv2017-013832

Plaintiff,
V.

Clark Hill PLC, a Michigan
limited liability company;
David G. Beauchamp and Jane
Doe Beauchamp, husband and
wife,

Defendants.

N e e N N e e N’ M e e e e S S

DEPOSITION OF SCOTT ALLEN GOULD

Phoenix, Arizona
June 20, 2019
9:04 a.m.

REPORTED BY:

Annette Satterlee, RPR, CRR, CRC
Arizona CR No. 50179
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Levine; about five different LLC's owned by Elliott
Pollack, which is an economist in the southwestern
market, mostly real estate based; several of the Zurbeeb
CK family which live in Arcadia.

Q. All right. So let me show you Exhibit 962.

If you look at 962, Scott, it indicates it's
an Articles of Incorporation for DenSco Investment
Corp., and it identifies you as one of the directors for
the company. Do you see that?

A. Yes.

Q. I think that this is when the company, DenSco,
was originally formed. Does this -- if you look at the
second page it indicates -- and the third page --
there's a date of April 2001.

Does that timing square with your memory about
when DenSco got started as a business?

A. It's 100 percent refreshing my memory.

Q. All right. So do you think that you were a
part of the founding of DenSco in 20017

A. Yes.

Q. And what were your responsibilities at DenSco
when it was first formed?

A. I had already received a cease-and-desist from
being able to solicit or create any type of security.

And so that was all happening at that point in time.

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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But Denny Chittick was well known by many
investor-type mentalities, and Denny said, I think I can
put together a company and create the capital necessary
through his solicitations and his relationships. And I
was already known at that time as a person involved in
real estate lending, and I became a consultant
relationship in exposing Denny to different opportunity

in the early 2000s.

Q. And do you recall how you were compensated for
that work?

A. In the original agreement, I was to get
compensated 50 percent of the profit in the company with

no salary, no draws.

Q. So were you paid on an annual basis?

A. I can't remember that. But it would have been
at least annual or less.

Q. Do you remember how long you had that
arrangement where you were getting 50 percent of the
profits of DenSco?

A. Just backing up, was it started in 20017

Q. Yes. The date of this document, the articles,
it looks like April 2001.

A. Well, in the first couple years it started off
very, very, very slow. Because Denny thought that he

was —— Dennis, or Denny, thought that he was capable of

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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conversation. Do you think —-

A. Yeah. He -- the volume was really just a
cleanup volume. In 2009, '10 he bought some of the
properties himself with his own money. The lending
opportunities were super, super low, so I wasn't part of
hardly any meetings. He had built his new house, he had
gotten married. You know, he started the family life,
and I did the same. I just didn't create kids, I
inherited them via marriage.

So our lives went different directions. His
wife was no longer a cheerleader, you know, for the
Suns, which I was a season ticket —-- or patron of 90
percent of the games. And that's where I became more of
a social friend of Denny, was both of us being at the
Suns games.

Q. So let me ask. When do you think you ceased
having a formal role within DenSco where you were
actually earning income?

A, Well, I think since the pay plan was only
profit-based, I could say that it probably stopped in
2008. To say when Denny made it clear that, I'm not
looking for any, not one percent, help from you, not
one-tenth of a percent from me, would have been more
like the 2011-2012 timeframe.

Q. SO0 you stayed apprised of the company's

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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acquiring trust deeds for any lending into residential
and commercial projects, establishing loan-to-value
guidelines and limiting financing to short terms.
Did I read that correctly?
A. Yes.
Q. And would that be an accurate description of

what DenSco's intentions were in the 2000s when you were

there?
A. That was a heavy part of my guidance because I
really thought that diversification was so important,

never knowing who was going to die when and what
happens. So my value to DenSco was helping him have a
greater number of borrowing base.

Q. So had Denny Chittick been an investor at
REEL? Real Estate Equity?

A. Yes.

Q. And did he continue to be an investor there
even while he was owning DenSco?

A. I would believe not, but I don't have proof of
it.

Q. All right.

A, I don't think so.

Q. But he would have gained experience -- prior
to forming DenSco, he would have gained experience in

the lending business at REEL; correct?

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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A. Yeah. He actually mentored with Robert
Koehler and myself and Mike Coffman for somewhere

between six and 12 months before deciding to create a

company.
Q. When you use the word "mentored with," does
that mean someone was a mentor for you and you were a

protege? Or does it mean you were mentoring others?

A. We were mentoring Denny.

Q. Okay.

A, And he really had hoped to go to work with
Real Estate Equity Lending. And between Mike Coffman
and Tim Crown's influence to Mike Coffman, he said: I
don't think you need Denny. And that's when, you
know -- and Denny was like in shock. And I felt sorry
for Denny because I thought that, you know, Mike would
be willing to hire him, and he didn't.

0. Who else mentored Denny while he was at Real
Estate Equity, other than yourself?

A. Robert Koehler.

Q. I didn't cover this and I should have.

What was the general business that Insight was

involved in?

A. They, they were distributors marketing for
lots of different computer high-tech properties. So

somebody might be calling for Brand X, and the telephone
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Q. No findings, no anything?

A. I think I'm investigated every day. They just
don't have to tell you.

Q. Right.

A. They will tell you if you did something wrong,

but they don't tell you if you've done something right.

Q. But no formal findings or any sort of --
A, No.
Q. —-—- penalties or anything since roughly 2000 or

whatever. Right?

A. Correct.

Q. Okay. So this -- the experiences you've had
as it relates to regulatory bodies and securities, and
doing things in compliance with securities laws, you
conveyed the importance and significance of that to
Mr. Chittick and Mr. Koehler?

A. Everybody I've dealt with.

Q. And have you also discussed with them the
importance of disclosure to investors so the investors
know what it is that they're investing in? Important

information about investments?

A. And I think everybody at RLS to DenSco
really -- their internal side says that they want to
disclose everything they possibly can.

Q. Any doubt in your mind that during the time
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that you worked with Denny Chittick and DenSco that they
understood the importance of complying with securities
laws and disclosing important information to investors?

A. I agree that they did.

Q. And they understood -- Denny Chittick
understood the importance of that. Right?

A. Yes.

Q. Let me talk about -- and I think we're done
with this Exhibit 966.

You indicated that you and Robert Koehler
mentored Denny Chittick in connection with lending
practices and procedures. Right?

A. Well, Robert did all of my paperwork and he
kept the files in order. And he came from the banking
side of life and his computer skill set was a thousand
percent better than mine, which is why I hired him.

And Denny, coming from what I call the
computer generation, was very excited to be able to take
what he learned from Robert to make an efficient
operation on his own behalf.

Q. So let me kind of go through some of the
earmarks that we've talked about of being a prudent
lender.

Do you believe that with your experience with

Denny Chittick that he understood the importance of
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having favorable loan-to-value ratios on the loans that

he made?

A. I do.

Q. Do you believe that he understood the need to
perform due diligence on the properties that would

secure the loans that DenSco would make?

A. Yes.
Q. And what does that consist of, Scott?
A, SO you can go from the very highest level,

where you have lots of time and there's money to justify
an appraisal, to doing a drive-by to the property and
going to MLS and using comps on that system, to using
the most common sense of looking at the property and
then comparing it to other properties of a similar, you
know, square footage; neighborhood; you know,
construction quality.

And so time was always the question because
being a fast money lender, sometimes you only had ten
minutes. Sometimes you had 24 hours. Sometimes you had
a week. But no matter what you had, you wanted to use
your best resources, if it's an employee to go look at a
property, if it's a telephone call to a real estate
agent that you have a relationship with in that
neighborhood, whatever you can gain the most knowledge.

And in the foreclosure arena, since we were
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the biggest people in town lending, RLS Capital and Real
Estate Equity Lending, it was often where we had five
people trying to buy the same property. Well, that was
a comfort level for me to know that five people are
calling, saying: We're looking at buying this property,
do you have money to lend $250,000, we're looking at
buying it for 3257

And when you have five people giving the same
story -- it just needs new appliances, it needs the
landscape cleaned up and needs a paint job -- when the
stories were consistent, that's the way that we used a
lot, also.

Q. So the circumstances might change, but you
would have shared with Denny Chittick and he would have
understood that he should perform as much due diligence
as he could to determine the value of the property
against which he is loaning money. Right?

A. Absolutely. And I think that was my value,
because I've lent in just about every square block in
town. When you gave me your address, I said: Oh,
you're just a couple doors down from a place that I had
a loan on; yes, I know where you live.

Q. But were you able to determine at some point
in time that Denny did do the due diligence and did know

property values and neighborhoods?
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A. Denny was a computer guy and he liked to do
everything he possibly could on the computer and what he
heard from somebody on the phone. In the, you know,
first, six, seven, eight, nine years, he used me as a
reference: What do you think? And, you know, "What do
you think?" went away in 2011, '12, where I wasn't
included at all, you know, after that.

Q. The idea of having a diverse borrowing base,
we talked about a moment ago. Did you communicate with
Denny Chittick, and did he understand to your knowledge,

the importance that DenSco have a diverse borrowing

base?

A. I would hope so. Because I preach it all the
time.

Q. Well, and his -- I won't go through the
Private Offering Memorandum that he gave to his

investors, but it did talk about the importance of a
diverse borrowing base and the intent not to make too
many loans with any one particular borrower.

But that would be consistent with what you

were preaching to him. Right?

A, Yes.
Q. Is it important that -- well, let me step
back.
And did you also communicate with him during
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the time you worked with him and did he understand the
importance of having first position trust deeds on the
properties against which DenSco was lending money?

A. Denny definitely knew that.

Q. Let's talk in terms of the context of a
trustee's sale as opposed to a loan to a homebuilder.

In the context of a trustee's sale, can you go
through with us what you would have told him was the
proper approach to make sure that DenSco was properly
secured against the property that was the subject of the
trustee's sale?

A. There was two times that we would learn about
making the loan. We would have a relationship with a
borrower that might call up and say: Do you have money
if I buy this? Because they were counting on Denny
being his source, or me being a source. And if you
don't have money, there's not a good loan.

You have other people that just assume there
will be a lender, so they go to the foreclosure sale,
they purchase a property. Once upon a day, it was a
thousand dollars down. It's switched in the last 12, 13
years to $10,000 down, nonrefundable, if you were the
successful bidder.

And then they would, you know, call up. They

might call up Scott Gould, they might call up Robert
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Koehler, they might call up Denny Chittick, they might
call up AFG, they might call up Mike Coffman, they might
call up, you know, John Atnip, Brian Mortensen -- all
known people, you know, as lenders, you know, on
foreclosure sales in this town.

And so they —-- assuming they bought the
property, we usually would ask them to send over their
successful bid sheet that just showed that they bought
the property for a certain dollar amount. It would also
identify who they were going to vest it into. And in
the early years, the trustees were very willing to allow
that vesting to be changed. But some of the more
disciplined trustees, like Michael Bosco in later years,
said: We want you to have the vesting be in the exact
entity that you're going to take ownership on the
property.

As a lender, our preference is always to be
able to make a loan to the entity which was listed as
the buyer of the trustee's vesting sheet. Because then
when we went to go pay for it -- which was the next part
of the sequence, is they might call, say: We bought a
property for a hundred thousand, how much would you
lend?

We would look and say: We think it's worth

115, you got a good buy, so we're willing to lend you 80
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percent of the purchase price. Still putting us at 70
percent loan-to-value or better.

There were cases that people paid a hundred
cents on the dollar and we said: We'll only locan you 70
percent to hold the loan-to-value of the property.

SO you come up with a decision: Yes, we will
lend you $70,000. You purchased it for $100,000, you've
already put down $10,000, so we need you to get a
cashier's check to the trustee for $20,000, we will make
a cashier's check to the trustee for $70,000.

You come into our office, sign our documents,
give us your check, and we would have our runner go pay
the, you know, trustee and get a receipt that it's been
paid for. And so we knew that we were the only ones
paying for the property.

And I can't even remember at what point Denny
used one of my runners in the company to do it wversus
after 2012, when he disassociated himself with our
office, you know, personnel and staff, you know, to do
some of those things. How he did it after that, I don't
know, even though the conversation's come up in this
case, you know, to suggest how he, you know, did it.

But I didn't know at the time.
Q. In terms of the mechanics of DenSco loaning

money to a successful bidder at a trustee's sale, was it
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important that you assured that the DenSco loan monies
are provided directly to the trustee?

A. That was always our policy.

Q. And Denny Chittick understood that?

A, I know he knew that's how we did it pre-2012.
Post that, he became a one-horse operation that
diversified in himself amongst his time, you know, in
his own way.

Q. But in terms of the prudent or careful way of
making sure that the money being lent by DenSco was
being properly used, you wanted to make sure that either
DenSco itself or its runners got the money directly to
the trustee. Right?

A. That's how I did it.

Q. It is clear now that there are times when
Denny Chittick was providing the money being lent by
DenSco directly to the borrower in connection with a
trustee's sale.

That would not be a careful approach. Right?

A. All I could state is hearsay to me after the
fact, that I've learned from other people that were
investors and through the investigation that that's how
he did it. But that's not something I was privy to
until after the fact.

Q. No, I'm not trying in any way to indicate that
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it's your responsibility.
What I'm trying to get made clear is to the
extent Denny Chittick was providing the funds being lent

by DenSco directly to borrowers, that was not a careful

approach.

A. I, I don't think so.

Q. Because there isn't —- I mean I guess I'm
stating the obvious, but you want to make sure that the

money 1is being properly used so that you can acquire

title to the property that's going to secure the loan.

Right?
A. Well, let me go through a couple
hypotheticals.
So if I wrote a check to Michael Bosco,
trustee, for a certain dollar amount, and I gave it to

somebody else to go pay for a property at Michael
Bosco's, he may have had 20 sales in a day. So they may
have used that check for a different property than the
one intended for our check to go for.

So that was part of my reason for why I liked
to go pay for a specific property at a specific address,
a specific vesting, you know, contract.

Q. And if Denny Chittick were to lend money
directly to a borrower, as opposed to making sure that

the monies were safeguarded with the trustee, to acquire

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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Deposition of Scott Allen Gould, 6/20/2019

the property securing the loan, you're relying on the
good faith and honesty of the borrower to do the right
thing. Right?

A. You are on that side. But you alsoc have your
paperwork, being your deed of trust. And so the deed of
trust has to get recorded in the right sequence. So the
vesting company, being the trustee, has to record the
new deed in that new vesting company's name, and then
you have to record your deed of trust appropriately one
second after that. And so there's still that room of
potential falsification that happens. And that's why
you mentioned the condition of title, you know, which
was a clouding thing.

So there is risk involved in everything going
right. But just knowing that the deed was paid for --
or the vesting was paid for appropriately, I always took
the control to make sure that it was paid for that
specific property.

Q. Because if you were to give the funds being
lent on the loan directly to the borrower as opposed to
making sure the funds were properly used with the
trustee, a dishonest borrower could take advantage of
the lender. Right?

A. Yes.

Q. And you know now, and we know now, that that

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co
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Deposition of Scott Allen Gould, 6/20/2019

talking to Robert a little bit about, you know, this
case that, you know, he said, yes, we had used Beauchamp
also, you know, back in the day.

MR. STURR: Thank you. Those are the
questions I had.

MR. DeWULF: Thanks for coming down. We
appreciate your time.

THE WITNESS: You're welcome.

MR. STURR: Scott, you have the right to
review the transcript before it's finalized. I don't
know if you want to do that.

MR. DeWULF: We can coordinate with you

if you'd like to read what you said and --

THE WITNESS: It's just good for
clarity.

MR. DeWULF: So what we'll do is,
Annette, I'll coordinate with you and we'll make sure

that he reads and signs.
All right. Thank you.
THE WITNESS: Sure.
(Deposition concluded at 12:50 p.m.,

June 20, 2019.)

SCOTT ALLEN GOULD

JD Reporting, Inc. | 602.254.1345 | jdri@jdreporting.co




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

152

Deposition of Scott Allen Gould, 6/20/2019

CERTIFIED REPORTER'S CERTIFICATE

BE IT KNOWN that the foregoing proceeding was taken
before me; that the witness before testifying was duly
sworn by me to testify to the whole truth; that the
questions propounded to the witness and the answers of
the witness thereto were taken down by me in shorthand
and thereafter reduced to typewriting under my
direction; that the foregoing pages is a true and
correct transcript of all proceedings had upon the
taking of said proceeding, all done to the best of my
skill and ability.

I CERTIFY that I am not related to, nor employed
by, any of the parties hereto, nor am I in any way
interested in the outcome thereof.

[XX] Review and signature was requested.
[ ] Review and signature was waived.
[ ] Review and signature was not requested.

I CERTIFY that I have complied with the
ethical obligations in ACJA Sections 7-206(F) (3) and
7-206(J) (1) (g) (1) and (2).

Digitally signed by Annette

Annette Satterlee satteriee
Date: 2019.07.02 11:48:27 -07'00'

Annette Satterlee, RPR, CRR Date
AZ CR No. 5017¢

I CERTIFY that JD Reporting, Inc., has complied
with the ethical obligations in ACJA 7-260(J) (1) (g) (1)
through (6).

JD Reporting, Inc. Date
Registered Reporting Firm R1012
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

Peter S. Davis, as Receiver of
DenSco Investment Corporation,
an Arizona corporation,

Plaintiff,
VS,
Clark Hi11 pPLC, a Michigan
limited 1iability company;
David G. Beauchamp and Jane Doe
Beauchamp, Husband and wife,

Defendants.
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ROBERT ZACKERY KOEHLER, 12/17/2018

A. Yes, we do.

Q. Is that always the intent?

A. Yes.

Q. And how do you go about ensuring that you are 1in

first position?

A. We record a first position deed of trust. we
pay for the property ourselves. So we retain or recejve a
receipt for sale.

And you were just talking about foreclosure?

Q Yeah. The trust -- the trustee sale process.
A. Trustee sale.

Q Yeah.

A Yeah. And then we record our deed of trust

immediately.

Q. when you say you pay for the property ourselves,
what do you mean by that?

A, We physically take the funds to the trustee to
pay.

Q. Do you ever provide the funds to the borrower or
the investor, directly to the borrower or the investor?
For them to pay?

Yes.
NoO.

wWhat about a bidding company or a bidder?

> o0 r»r O »

No. We pay direct.
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ROBERT ZACKERY KOEHLER, 12/17/2018

Q. Are you aware, sort of as a result of all that's
happened, that Mr. chittick did not follow, did not always
follow the same procedures that you use?

A. Yes.

Q. Did you discuss his procedures in 2008, 2009,
20107

A. No.

Q. Were you aware, between 2008 and 2014, that

Mr. Chittick would lend directly to the investor or to the

borrower?
A. NO.
Q. If you had been aware of that, what would your

reaction have been?

A. I would have been upset, as an investor, and I
would have tried to help Denny to make a better policy for
DenSco.

Q. I have seen statements made that the idea of
lending directly to the investor or directly to the
borrower was commonplace in this sort of hard-money
Tending area.

Would you agree with that?

A. I would agree with that, yes.

Q. why don't you do that, if it's common?
A. Simply protection.

Q. Is this how you ensure you are in first

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

I don't know if valid is not the right word, but there was
a better procedure.

Q. Without wanting to get into what your attorney
told you, because I know you are not represented here, but
I don't want to invade your attorney/client privilege,
would you say that your -- your decision to provide the
money directly to the trustee and record the deed of trust
yourself, is that a process that arose as a result of your
consulting with an attorney?

A. No.

Q. That's something you understood as being
involved in this business?

A. Yes.

Q. Is that something you would have expected
Mr. chittick to understand?

A. Yes.

MR. RUTH: Mark this, please.

(Deposition Exhibit No. 647 was marked for
identification.)

MR. RUTH: And, Geoff, this doesn't have a Bates
label on it, but this was pulled out of the chittick files
that we received from you.

MR. STURR: Okay.

Q. (BY MR. RUTH) Robert, if you could just take a

quick look and just take a look at this.

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

I'm about to switch topics. Let's take a real
quick break.
A, Okay.
(A recess was taken from 10:23 a.m. to
10:27 a.m.)
Q. (BY MR. RUTH) Robert, how did you first come to
meet or get to know Mr. Chittick?
A. He was an investor in the first company I

started working for, Real Estate Equity Lending.

Q. And was Real Estate Equity Lending your company?
A No.

Q. Was it a company you worked for?

A Yes.

Q what was your position there?

A. I think I was the only employee, so whatever

needed to be done.

Q. Mr. Chittick was an investor in that company?
A. Yes.
Q. And what business was that? what kind of loans

or what kind of investments?

A. Similar type of loans. Commercial Toans, some
fix and flip back then, and some construction.

Q. And as a result of Mr. Chittick being an
investor, how did you come to sort of get to know him or

interact with him?

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

A. He wanted to be more than an investor and wanted
to learn the business, so I was kind of paired up with him
to, you know, talk through what I knew, you know, of

business at that time.

Q. wWho owned Real Estate Equity Lending?

A. Mike Coffman.

Q. Hoffmann?

A. Coffman with a C.

Q. And you said you were paired up with him?

A. Yeah. They were -- they were friends and --

Q. Mr. Coffman and Mr. chittick?

A. Mr. Coffman and Mr. chittick. And then there
was another party, Scott Gould. So I worked for -- and

Scott Gould, I believe, was just an employee of Real
Estate Equity Lending, so I worked for both of them.

And Mr. Chittick at the time wanted to, Tike I
said, learn the business. I was the -- you know, I had
the time to spend with him, so he drove around with me and
we looked at properties together and looked at files and
stuff Tike that.

Q. Do you know what -- was Mr. Chittick simply an
investor at the time? was he still working for another
employer? Wwas this something he was doing on the side?

A. No. I believe he was just an investor. I'm

pretty sure he was retired.

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

Q. You knew he had previously working at Insight?

A. Yes.

Q. He was no longer working at Insight at the time
of this?

A. I don't think so, no.

Q. And do you recall about what time this was?

A. 2000, 2001, somewhere in there maybe. Yeah, I'm

not exactly sure, but yes. My early years when I first
started.

Q. And when he invested and when you were paired up
with him, prior to that he had no experience in real

estate lending?

A. Not that I know of.

Q. None that he shared with you?

A. Not that I recall, no.

Q. what all -- what would you consider part of your

role in introducing him to this market?

A. Kind of we just -- he -- he tailed me,
basically. He just -- kind of Tike a trainee would. So
he would follow me to property inspections. He would sit
next to me when I would take a Toan app or data entry. He

would help me as I put files together.

Q. was part of -- I'm sorry. I didn't mean to cut
you off.
A. That's okay.

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

Q. Was part of what you did at the time the fix and
flip, purchasing property out of trustee sales?

A. Yes, we were lending to fix and flippers at that
time,

Q. So was he your trainee in respect to that
portion of the business as well?

A. Yeah. I believe we went to trustee sales
together to watch them.

Q. Did you show him how to document those

transactions?

A. I'm sure, yes. How to fill in deeds of trust,
et cetera.
Q. Do you recall sort of part of that, I will put

“"training"” in quotes, how to ensure that your Tloan is in
first position on a piece of property?

A. I don't know that I was as qualified back then
to make that judgment, but I would say yes. Whatever I
knew, I was trying to share with him.

Q. Do you know if Real Estate Equity Lending at
that time was providing funds directly to the trustee
through trustee sales situations?

A. I don't remember how they were paid for then. I
don't remember.

Q. What were your impressions of Mr. chittick?

A. I liked him. He was smart. I was impressed

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

MR. STURR: Marvin -- since you probably don't
know, a witness can ask for the right to review a
transcript and make corrections to it.

THE WITNESS: Okay.

MR. STURR: And they can waive the right. You
actually have to ask for it now. So if you wanted the
right to review the transcript to make sure your testimony
is accurate, we can -- you can make that request and
Marvin or I will get you a copy, if that's what you would
like. 1It's up to you. 1It's 30 days you will have to
review it.

THE WITNESS: And I have a copy that I can
review?

MR. RUTH: Yes, we will provide you one.

THE WITNESS: Yeah, I will take a copy of that.

MR. STURR: Okay.

(1:00 p.m.)

ROBERT ZACKERY KOEHLER

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co
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ROBERT ZACKERY KOEHLER, 12/17/2018

BE IT KNOWN that the foregoing proceeding was
taken before me; that the witness before testifying was
duly sworn by me to testify to the whole truth: that the
questions propounded to the witness and the answers of the
witness thereto were taken down by me in shorthand and
thereafter reduced to typewriting under my direction; that
the foregoing is a true and correct transcript of all
proceedings had upon the taking of said deposition, all
done to the best of my skill and ability.

I CERTIFY that I am in no way related to any of
the parties hereto nor am I in any way interested in the
outcome hereof.

[X] Review and signhature was requested.
[ 1] Review and signature was waived.
[ ] Review and signature was not requested.

I CERTIFY that I have complied with the ethical
obTigations in ACJA Sections 7-206(F)(3) and
7-206-(3) (1D (g) (1) and (2).

Kelly Sue Oglesby 12/30/2018

Kelly Sue o0glesby Date
Arizona Certified Reporter No. 50178

I CERTIFY that JD Reporting, Inc. has complied
with the ethical obligations in ACJA Sections
7-206(C3) (1) (g) (1) and (6).

12/30/2018

JD REPORTING, INC. ) _ Date
Arizona Registered Reporting Firm R1012
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GQ: Kevin McKlernan[kevin@postedproperties.com); Denny Chittick[dcmoney@yahoo.com]; Scott Gould[scotigould@cox.net];
‘fa?obert Koehlerfrzkoehler@yahoo.com); mike@clearaz.com{mike@clearaz.com}; rob oakum(roboakum@gmail.com};

mswerlyk@Imtwo.com[mswerlyk@Imtwo.com]; Gregg S Reichmanfgreichman@activefinancegroup.com];

smenad8754@aol.comfsmenad8754@aol.com]; msteinbeck@merchantsfundingllc.com[msteinbeck@merchantsfundingllc.com];

vanpeit7 5@gmail.com|vanpelt75@gmail.com]; tom@halefunding comtom@halefunding.com];

bmortensen@cox.netbmortensen@cox.net]; aaronzeese@hotmail.com[aaronzeese@hotrail com);

steve@tumneriuxuryproperties.com[steve@tumeriuxuryproperties.com]; lynnhoebing@cox.net{lynnhoebing@cox.net]

To: Noah Brocious[noah@capitaifundi.com]

From: Dan Diethelm

Sent: Thur 9/22/2011 8:24:50 PM (UTC)

Subject Re Investment Property Information per Your Request

Borrowers borrow money for the same property from multiple lenders giving each a Deed of Trust while telling each they
are the only lender. Like kiting "checks” they are kiting Deed of Trust. The lenders can all argue about priority, but at the
end of the day, it matters little as the money is long gone on hookers and blow.......

On Sep 22, 2011, at 12:15 PM, Noah Brocious wrote:

BXH.NO.__ (o /S
o S o

Can you explain what that is?

Noah Brocious

Mortgage Loan Originator
NMLS# 367074
Noah@CapitalFund1.com
Capital Fund I, LLC
BK-0917799

Company NMLS# 396288

www.CapitalFund1.com

7890 East McClain Drive | Suite 5 | Scottsdale AZ 85260
0480.889.6100 | ¢ 602.689.1282

<imageC01.jpg>

From: Dan Diethelm [mailto:diethelm@mindspring.com]

Sent: Thursday, September 22, 2011 11:08 AM

To: Noah Brocious

Cc: Kevin McKiernan; Denny Chittick; Scott Gould; Robert Koehler; mike@dearaz.com; rob

oakum; mswerlvk@Imtwo.com; Gregg S

Reichman; smena98754@aol.com; msteinbeck@merchantsfundinalic.com; yanpelt75@gmail.com; fom@halefunding.co

m; bmortensen@cox.net;aaronzeese@hotmail.com; steve@tumerluxuryproperties.com; lynnhoebina@cox.net
Subject: Re: Investment Property Information per Your Request

This opens up a greater possibility of the return of kiting of deeds of trust which was somewhat prevalent in

the mtd 70's and the late 80's.
]

On Sep 22, 2011, at 10:48 AM, Noah Brocious wrote:

Thanks.

Noah Brocious

Mortgage Loan Originator
NMLS# 367074 .
Noah@CapitalFund1.com
Capital Fund I, LLC
BK-0917799



LN

Company NMLS# 396288

www.CapitalFund1.com

7890 East McClain Drive | Suite 5 | Scottsdale AZ 85260
0 480.889.6100 | ¢ 602,689.1282

<image001.jpg>

From: Kevin McKiernan [mailto:kevin@postedproperties.com]

Sent: Thursday, September 22, 2011 10:47 AM

To: Noah Brocious; Denny Chittick; Scott Gould; Robert Koehler; mike@clearaz.com; rob

oakum; mswerlyk@lmtwo.com; Gregg S

Reichman; smena98754@aol.com; mstelnbeck@merchantsfundinglic.com; vanpelt75@gmall.com; tom@halefunding.co
m; bmortensen@cox.net;aaronzeese@hotmall.com; steve@tumertuxuryproperties.com; diethelm@mindspring.com; Iy

nnhoebing@cox.net
Subject: RE: Investment Property Information per Your Request

1 will talk to my bidders and see what [ can come up with.

Kevin "Laser” McKiernan
P: 480-363-4893
F: 480-718-7584

<image002.jpg>

From: Noah Brocious [mailto:noah@capitalfundi.com]

Sent: Thursday, September 22, 2011 10:37 AM

To: Denny Chittick; Scott Gould; Robert Koehler; mike@clearaz.com; kevin@postedproperties.com; rob

oakum; mswerlyk@lmtwo.com; Gregg S

Reichman; smena98754@aol.com; msteinbeck@merchantsfundinglic.com; vanpelt75 ail.com; tom@halefunding.co

m;bmortensen@cox,net; aaronzeese@hotmail.com; steve@turmerluxuryproperties.com; diethelm@mindspring.com; ly
nnhoebing@cox.net

Subject: RE: Investment Property Information per Your Request

Anyone founds a way around Bosco’s new bullshit sale receipt policy? For those who haven't encountered it yet they
now only give the bidder a receipt that shows the sale ID#. The bidder fills out the vesting info at Bosco’s office and
they don't get a copy, We called Bosco and they said they WILL NOT verify the vesting and that “you need to trust
your bidder.” | found that pretty entertaining — trust a bidder?

So, they won't tell you who is vested on the property until you pay for it — Jose Montes is going to have a hay day.
Let me know if anyone has heard anything different. Thanks.

Noah Brocious

Mortgage Loan Originator
NMLS# 367074
Noah@CapitalFund1.com

Capital Fund |, LLC
BK-0917799

Company NMLS# 396288
www.CapitalFundi.com

7890 East McClain Drive | Suite 5 | Scottsdale AZ 85260
0480.889.6100 | ¢ 602.689.1282
<image003.jpg>

From: Denny Chittick [mailto:damoney@vahoo.com]

Sent: Monday, August 15, 2011 7:31 PM

To: Scott Gould; Robert Koehler; mike@clearaz.com; kevin@postedproperties.com; rob

oakum; mswerlyk@Imtwo.com; Gregg S

Reichman; smena98754@aol.com; msteinbeck@merchantsfundinglic.com: vanpelt?S@agmail.com; tom@halefunding.co




-)

m; bmortensen@cox.net;aaronzeese@hotmall.com; Noah

Brodous; steve@turnerluxuryproperties.com; diethelm@mindspring.com; Jynnhoebing@cox.net
Subject: Fw: Investment Property Information per Your Request

Avoid this guy and anything to do with him 1ike an ugly girl with
gerpes!
c

DenSco Investment Corp
www.denscoinvestment. com/

602-469-3001

602-532-7737 f

----- Forwarded Message «-— -

From: Aaron Morris <aaron rea.com>

To: garon@gprea.com; Aaron Morris <ajmorris122502@msn.com:
Sent: Monday, August 15, 2011 6:07 PM

SubJect: Investment Property Information per Your Request

Please see the below flyer. Your email address has been added to our campaign in an effort keep
you up-to-date on real estate investment opportunities as they become available. If you would
prefer not to receive emails from Greater Phoenix Real Estate Alliance (GPREA), please respond
with “unsubscribe” and you will be removed from our list. There is no action required if you would
like to receive the emails. The emails will come from GPREA.

With Great Appreciation,

Aaron J. Morris
GREATER PHOENIX REAL ESTATE ALLIANCE

402 W Roosevelt Suite C | Phoenix AZ 85003
Office: 602-368-6099

Direct: 602-692-5165
Fax. 602-368-6093

aaron@qprea.com
www.gprea.com

Like us on Facebook | Follow us on Twitter | Connect on Linkedin | Subscribe on YouTube

Having trouble viewing this email? Click here
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

Peter S. Davis, as Receiver of
DenSco Investment Corporation,
an Arizona corporation,

Plaintiff,
VS. NO. Cv2017-013832
Clark Hil11l PLC, a Michigan
Timited 1iability company;
David G. Beauchamp and Jane Doe
Beauchamp, Husband and wife,

Defendants.
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DEPOSITION OF GREGG REICHMAN

Phoenix, Arizona
April 23, 2019
10:38 a.m.

REPORTED BY:
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GREGG REICHMAN, 4/23/2019

Q. How does the successful bidder know that you
will make the Toan on the bid at the trustee sale?

A. They never know.

Q. They just take the chance that you will be
willing to fund, because they know something about your
business?

A. No, they don't know anything about our business.
They just assume that we are in the business of deploying
debt capital to professional investors, and if we don't,
someone else will. So, you know, we are -- we want to
make the Toan, so we are in the business to make these
loans, and I have been doing it for 25 years so we are
fairly well-known.

Q. when you fund a borrower at a trustee sale, to
whom do you provide the funds?

A. well, the borrower is the customer, but we don't
ever let the borrower take control of any funds. So just
so I understand your question correctly, your question is

where do we send the funds, the payment funds?

Q. Yes.
A. To the trustee.
Q. on any of the loans that you have done at AFG,

do you ever fund the Toan directly to the borrower as
opposed to through a third party, 1ike a trustee, an

escrow agent, title company, anything like that?
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A. I was a little bit confused by your question,
because it was multiple questions.

Q. Okay. I appreciate the clarification.

So is -- do you -- in the practices that you are

aware of at AFG, do you ever fund any loans directly to a
borrower?

A. wWhere the borrower has -- Tet me just make sure
I understand. Are you asking me if the borrower ever has

control of the debt financing that we provide, the money?

Q. Yes.

A. No, the borrower never has control.

Q. why 1is that?

A. Because I don't know what the borrower is going

to do with it, so I am never going to give a borrower
control of the money.
Q. So you want to make sure that the monies are
used properly and put you --
A. For their intended purpose.
Q. Got it.
MR. ABRAHAM: Let him finish.
THE WITNESS: oOkay.
Q. No. And that's my fault.
So the goal is to make sure the monies are used
for the proper purpose and that AFG is properly secured on

the loan, right?
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A. Both of those goals, yes.
Q. Does AFG ever allow itself to be put in a second

inferior position to another loan?

A. Yes.

Q. And what occasion?

A. It -- it's -- we take it case by case. That's
something, for your background, we never even -- we never

considered until just the Tast couple of years.
Q. And when you do so, do you normally enter into

some sort of a Subordination Agreement with the superior

Tender?
A. No.
Q. Can you give us an example of when it might

occur where you would voluntarily agree to a second
position?

A. Sure. An example of that would be a deal we did
last week. A customer brought us six single-family
residences. They are worth about $2.4 million combined.
The customer has institutional debt in senior position of
about $800,000 and they wanted $400,000 of additional debt
financing, so our all-in LTV was 50 percent and I liked
the collateral, and so we were comfortable with a junior
position lien on that.

Q. I understand. You used the word LTV. 1Is that

loan-to-value ratio?
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Q. And do you recall around September 21, 2012,
learning that Menaged had borrowed money either through
his entities or directly from both Active Funding and
DenSco, so there were two loans on at least three
properties?

A. I remember during that time discovering that
there were multiple deeds of trust. I want to be sure
that I understand your characterization and what you said
so that I can give you a precise answer.

You said Menaged borrowed money against, from
multiple Tenders against multiple properties. I never
knew that. I knew there were deeds of trust that were
more than one deed of trust on particular properties that
my company had loans on. That I discovered.

Q. ATT right. so Tet me follow up on the way you
have described ijt.

You knew as of September 21, 2012, that Active
Funding had a deed of trust on a loan to Scott Menaged --

A. His company.

Q. -- to his company, where DenSco also had a loan

and a deed of trust on that property for a loan to

Menaged?
A. I discovered that, yes.
Q. okay. How did you discover it?
A. Reviewing the chain of title.
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Q. Was there something that prompted you to do that
or do you just do that as a part of your business?

A. I do it on occasion.

Q. And did you discover in this timeframe that the
DenSco loan was in first position versus the Active
Funding loan or second position, or could you tell from
the chain of title?

A. The only thing you can tell from the chain of
title is recordation timeframe. My position is the DenSco
loans were never in first position. I only made first
position loans and my capital was deployed in first
position.

Q. And your position was based on the recordation
of the filing of the document or was it somethihg else?

A. My legal position, and in most -- in most
circumstances, the recordation timeframe.

Q. Okay. And specifically as of September 2012,
did you believe that on these three properties where there
were competing deeds of trust, that Active Funding had the

superior position to DenSco?

A. Always.
Q. Okay. Was it a surprise to you that Scott
Menaged had borrowed money from DenSco on -- where he

secured those Tloans with the property that also secured

your Joans?
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A. I couldn't draw that conclusion by reviewing the
chain of title. So it's not unusual to see multiple deeds
of trust on stuff that we finance. Typically that one of
them has been released or there is some reason. So when I
first discovered it, I just saw that it was thera. T
didn't know the circumstances surrounding it. That came
later.

Q So when you saw it was there, what did you do?

A. The first thing I did was called Denny.

Q wWhat did you tell him?

A I said -- I hadn't talked to him for many, many
years, so some smalltalk. "How you doing?" I said, "I
just wanted you to be aware that on a few of the loans
that we have with Scott, it's showing DenSco DOTs on the
chain and I don't see releases on file. would you mind
checking and seeing if these loans are still on your books
as unpaid?" That was the conversation.

Q. Do you remember anything he said?

/N Yeah. He said, "Hang on. I'11 check right
now,"” and he did.

Q. And what did he tell you?

A. He said they are all still showing as not been
paid off.
Q. Do you remember anything else you or he said in

that first call?
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AL Yes. He said, "I'1ll talk to Scott about it.
I'm not worried about it. I have this long history with
Scott. He is a very good customer. I completely trust
him. I don't think this will be an issue.”

And I said, "I'm going to do the same. 1I'm
going to call him and talk to him about it and try to
determine what's going on here." And then I think we made
a commitment to talk again after that.

Q. So this document that we are looking at,
Exhibit 487, indicates that there are three properties
where there are two loans on each of the property, a loan

by AFG and a loan by DenSco, correct?

A. I didn't create this document.

Q. But that's a fair reading of this document,
right?

A. That's -- it talks about three Toans on the top,

and then there is a 1isting of a lot of other loans.

Q. And my question, my next question to you 1is, did
you learn shortly after September 21, 2012, that there
was -- there were more than three properties where there
were competing loans between DenSco and AFG?

A. I don't know what competing loans means, which
is the term you used.

Q. A1l right. Let me rephrase it.

wWhere there are deeds of trust securing loans by
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both AFG and DenSco?

A. I did Tearn that, vyes.

Q. Did you ever learn how many properties in the
fall of 2012 were in that situation?

A. I think it was roughly 12.

Q. So let me go back to the conversation.

You had a conversation with Denny chittick you
have shared with us where both of you have decided to go
back to Scott Menaged to try to figure out how there could
be two deeds of trust from both lenders, right?

A. well, I knew how there could be. I wanted to
find out why. You record one. I could record one on your
house tonight.

Q. Fair answer.

So what did you do to find out why?

A. I called Scott and said, "I'd 1ike to discuss
this with you. what's going on?" Actually, I think I
emailed him, and I said, "Hey, I discovered this. what's
going on?" And he responded in one of these emails,
"That's impossible."” 1In other words, I was mis -- his
response was I must be mistaken.

Q. Right.

So he was originally denying to you that that
could be the case, that there would be two deeds of trust,

one from Densco, one from AFG on the same property.
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A. He said it was impossible. Those were his
words.

Q. Okay.

A. I think it's in one of these emails. I remember

an email Tike that.
Q. It is. It is. And we are going to find it
here.

So let's look at 488. 1It's a multipage
document. So it looks T1ike the first email, it's at the
very end of that document, 488, is an email from you to
Scott Menaged dated September 19.

Do you see that?

A. I'm sorry. The second page from the back?

Q. Yeah. 1It's page 4 and 5 of that document.

A. Okay. I'm on page 4.

Q. So this is -- I'm now noticing that Exhibit 487

actually is dated September 21, but your series of emails
with Mr. Menaged start on September 19.

Do you see that?

A. Yep, I do.

Q. Okay.

A. Yes. I should say yes. Sorry.

Q. And it Tooks like you are talking generally

about monies being owed various properties.

And then it looks 1ike on the third page at the
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bottom, you say to Veronica on September 21, 2012, "If you
get a moment can you please lTook up a few properties,” and
then you identify the three properties. And then you say:
We are trying to figure out what occurred with those
assets and from the books of it -- from the looks of it we
they were traded back and forth in terms of the financing
between Active Funding Group and DenSco, but releases were
never filed. Let me know where you believe they are
currently financed please.

And then Menaged says back, he says, "Be back
Monday and will Took into it buddy."

Did I read that correctly?

A. wWhich page are you on?

Q. "Look into buddy," on the third page, about
halfway up.

A. I see it. Have a nice weekend.

Q. A1l right. And then you send an email that

starts on the second page at the bottom, "It looks like

these three deals of yours were double pledged to both AFG

and Densco," then you identify the properties.

A. I think you are going in reverse, because that
was sent, and then he responded. Or maybe you are not.
It's hard to read it this way.

Q. As I read it, I think that the original email is

in the very back.
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A. From the back to the front? okay.
Q. And then it goes forwards to the most current on
the first page.
A. Yes. I see it.
Q. Okay. so if we Took at the bottom of that,
again, of page 3. 1Is that where we were?
MR. ABRAHAM: Page 2.
MR. DeWULF: Page 2.
Q. At the bottom of page 2, September 21, you say:
OK. 1It's an important matter. It looks like these three

deals of yours were double pledged to both AFG and DensSco,

and you identify the properties. From reading the chain
there are DOTs recorded from both companies. we are
senior on all 3 deals and Denny's DOT 1is recorded behind
ours. Do you remember these at all and what happened with
them? Thank you.

And then, to refer to your earlier testimony,

Menaged says, "Don't remember them but it's impossible,"

correct?
A. Yes, it says that.
Q. And then you respond, higher up on that page 2,

"Not impossible. I'm looking at the chains of title
sitting in front of me. Both DenSco and AFG have loans on
those properties. Veronica told me that DenSco has been

paid off and she was waiting for releases. I just spoke
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to Denny. He indicated that he has not paid off. Please
get this squared away as it is troubling."

And then Menaged says, "For a small fee I can do
your accounting if you want."

A. Right.

Q. And then you write back, "very funny. A1l the
other Tloans are the same, all appear to be double pledged.
You probably used our money to fund those silly furniture
stores.”" So let me stop you there.

So you are referring to Menaged having a
furniture business, right?

A. He had four of them.

Q. Yeah. And this is just a joke that he is

misusing the money for his furniture business, right?

A, Yes, it was a joke.
Q. okay. And then he responds, "Hahaha!!!! ok if
you say so...We will clear up Monday." And then you say,

"Good, safe travels."

So at this point in time, you have checked with
the chain of title, you figured out that there are double
pledging between the loans of AFG and DenSco.

And what happens next in the communication, do
you recall? Does he get back to you and tell you what he
has discovered?

A. He did get back to me, yes.
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company had been defrauded. They had just been careless
or negligent regarding making care that there were only --
there was only one loan pledged by the property?

A. For this grouping of assets, yes, that was his
explanation.

Q. So what did you do about the fact that there
were double pledges on these properties where AFG was the
lender, as DenSco was as well? what did you do about
that?

A. I think I had another phone call with Denny, was
the first thing I did.

Q. Could you share with us what was said by you and
what was said by him?

A. I said, "I talked to Scott. He is indicating to
me this was done in error. Wwhen he gets back in town, we
are going to have another discussion about it and see what
I can do to resolve it."

And he said, "veah, I also spoke with him." And
he reiterated the depth of their relationship and how much
trust he had for Scott, and that he was not concerned
about it. He said that multiple times. "Not concerned
about it. Scott is a great customer. Been doing business
with him for a decade. 1I'm comfortable with all this."

Q. Did you, Mr. Reichman, believe that on those

dozen or so properties that AFG had the superior Tlien

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co



vi AW N

O & N o

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

76
GREGG REICHMAN, 4/23/2019

position to DenSco?

A. Always.
Q. on all 12 of those properties?
A. On every loan I ever made to Scott.

Q. Did you tell Denny chittick that you believe
that AFG was in a superior position on its lien to those
of DenSco?

A. I don't think I used that exact language, but,
yes, I had a discussion about lien position with Denny.

Q. Do you remember what he said in response?

A. He said, "I'm not concerned about it. Scott
will work it out. You know, we have a lot of business
together."

And there wasn't a discussion that extended
beyond me expressing what I felt my company's position
was. It wasn't -- it was not an acrimonious or combative
discussion at all. Denny is pretty easy going.

Q. Did you do anything with respect to your
business relationship with Menaged as a result of learning
that there were 12 double-pledged properties?

A. At this juncture, yes.

Q. what did you do?

A. I tried to get more security, so in case there
would be a problem into the future, I would have

additional collateral.

JD REPORTING, INC. | 602.254.1345 | jdri@jdreporting.co




AW o0 R

O o ~N O v

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

85
GREGG REICHMAN, 4/23/2019

A. Correct,

Q. And I'11 try to be more precise with my
questions. I appreciate it.

A. Okay. Thanks.

Q. wWhat we now know, based on his testimony and
what we have Tearned about his conduct, would suggest to
you that maybe some of what he has done here is
intentional, right?

A. It would suggest to me that all of it is
intentional, if you believe what he said in his bankruptcy
deposition.

Q. But what he is telling you in the timeframe that
you are making decisions in September of 2012, is that it
was an innocent mistake, right?

A. Absolutely.

Q. And your summary here where you are describing
chain of title and deed of trust, those are properties
where Densco had a deed of trust on the same property that
was securing a loan by AFG where it also had a deed of
trust, correct?

A, Yes.

Q. You may have said this and I don't -- 1
apologize if I'm asking you the question a second time.

A. No problem.

Q. Did you ever tell Denny cChittick in 2012 that
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you believed that AFG was superior on all of its loans

where DenSco was also a lender and secured on the

property?
A. Yes. I told him that.
Q. Did he take issue with you at all on that?
A. No, he did not.
Q. Did he, Denny chittick, ever share with you what

Scott Menaged told him was the reason for there being
double pledging on certain properties?

A. No.

Q. Let's Took at 493. So let's go to the second
page of 493. 1It's an email. It starts about a third of
the way down the page.

Do you see that?

A. Page 27

Q. Yes.

A. I see it.

Q. September 24, 2012, you write -- you say, "we

are on for 10am tomorrow. We just wanted to get some
minimum goals for the meeting." And then you proceed then
to talk about what you are hoping to accomplish in the
meeting, right?

A. Yes.

Q. And the points are that he needs to bring all of

his payments current on all of the loans that he presently
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Q. Right.

A. A1l I can do is tell you, no, there was never
any issue at my company that had anything to do with
multiple deeds of trust on a property we financed, unless

we made multiple loans on the property.

Q. Right.

A. Then there might be multiple deeds of trust on
them.

Q. Would it be true in AFG that you approve all
loans?

A. Yes.

Q. You individually?

A. Well, myself or, in this timeframe, either

myself or my business partner, because he was still

working there in 2012.

Q. And your business partner being Jody Angel?
A. Yes. Mostly me.
Q. And the topic of Denny cChittick, so he is

referring to his books are golden, and he says he refers
to -- or he is communicating to Menaged.
Did Denny Chittick, in your communications with
him in the fall of 2012, ever say to you that he was in a
superior position to AFG on any of those loans?
A. NoO.

Q. And he didn't contest your statement when you
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told him AFG was superior to DenSco on its loans on all
those double-pledged properties?
A. I didn't --
MR. CAMPBELL: Objection to form.
THE WITNESS: I didn't use that exact language.
I said, "I believe we are in first position on

everything,” and he didn't respond to it. There was no
discussion about it. I just made the statement.

Q. Okay. Exhibit 496. Let's start at the last --
the Tast few pages of this document of 496 is a series of
descriptions of properties with deeds of trust and a
lender identification.

Do you know whether this document was created by
AFG or not?
A. I created it.

Q. Okay. And what was the intent? And we are

talking about the Tast four pages of Exhibit 496.

A. oh, this isn't my -- this is not me.
Q. oh.
A. The tast -- so I created -- I will tell you what

I created. Starting with page 1, 2, 3, I don't remember
this, this summary thing here. I may have created it, but
I don't remember creating it. I do remember creating this
memorandum.

Q. ATT right. So let's look at the memorandum.
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Q. Okay.

million 47

And then ultimately did he pay off the

A. I think so. I don't remember specifically, but

I think so.

MR. DeWULF: No further questions. I appreciate

you coming in today.

THE WITNESS: You are welcome, thank you.

MR. CAMPBELL: I have about four hours.

I'm joking. No questions.

THE WITNESS: Thank you.

MR. CAMPBELL: Are you going to read and sign?

MR. ABRAHAM: Read and sign.

(3:58 p.m.)

GREGG REICHMAN

JD REPORTING,
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BE IT KNOWN that the foregoing proceeding was
taken before me; that the witness before testifying was
duly sworn by me to testify to the whole truth: that the
questions propounded to the witness and the answers of the
withess thereto were taken down by me in shorthand and
thereafter reduced to typewriting under my direction; that
the foregoing is a true and correct transcript of all
proceedings had upon the taking of said deposition, all
done to the best of my skill and ability.

I CERTIFY that I am in no way related to any of
the parties hereto nor am I in any way interested in the
outcome hereof.

[X] Review and signature was requested.
[ ] Review and signature was waived.
[ 1] Review and signature was not requested.

I CERTIFY that I have complied with the ethical
obligations in ACJA Sections 7-206(F)(3) and
7-206-(2)(1)(g) (1) and (2).

5/7/2019
Kelly Sue Ogloshy /7
Kelly Sue Oglesby Date
Arizona Certified Reporter No. 50178

I CERTIFY that 3D Reporting, Inc. has complied
with the ethical obligations in ACJA Sections
7-206(2) (1D (g (1) and (6).

5/7/2019

JD REPORTING, INC. ) _ Date
Arizona Registered Reporting Firm R1012
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EXH. NO,
I o\
[ e = Kelly 8. Oglesby CR 50178
From: Denny Chittick <dcmoney@yahoo.com>
Sent: Fnday, September 21, 2012 2:51 PM
To: Scott Menaged
Subject: Re: Don't forget this weeks payment

ok that's fine.

Greg Reichman caTﬁéd me saying that he and i have

properties:
straight arrow, 46th way and 37209 N 12th Street

wnen you get back we need to straighten that out.
thx

dc

Densco Investment Corp
www. denscoinvestment.com/
602-469-3001

602-532-7737 f

From: Scott Menaged <smena88754@aol.com>
To: Denny Chittick <dcmoney@yahoo.com>
Sent: Friday, September 21, 2012 2:45 PM
Subject: Re: Don't forget this weeks payment

Never!! In new York airport... Will transfer tomorrow

Thanks

Sent from my iPhone

two leans on three

On Sep 21, 2012, at 12:41 PM, Denny Chittick <dcmoney(@yahoo.com> wrote:

1097 3426 N 68th Ave $ 2,160.00 9/16/2012
1456 6111 W Gelding Dr $ 74250 9/16/2012
3200 14990 W Heritage Ok Way ~ § 1,050.00 9/16/2012
1192 8122 N'32nd Ave § 127500 9/17/2012
1473 2448 W Sunrise Dr § 1.207.50 9/17/2012
1476 ﬁf W Maryland $ 75000 9/18/2012
2268 1322 E Monroe St § 1,12500 9/18/2012
2445 2126 W Solano Dr $  600.00 9/18/2012
2671 8746 W Heber Rd . $ 1,050.00 9/20/2012
2672 5126 N 78th Street $ 1.650.00 9/20/2012
2674 4015 E Rowel Rd $ 2280.00 9/20/2012
3610 20802 N Grayhawk Dr #1076  § 3.750.00 9/20/2012
1658 2233 E Highland Ave #54 $ 60000 9/21/2012
2120 822 E Orange Ave $ 1,050.00 9/21/2012
$ 15.290.00

1

R-RFP-Response000916



thx
de
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From:
Sent:
To:

Cc
Subject;

Good, safe travels

———— R

Gregg Reichman <greichman@activefundinggroup.com>
Friday, September 21, 2012 3:56 PM

Scott Menaged

Jody Angel

RE: 6507 Straight Arrow Lane

Managing Director
602-443-6148 direct to my desk
602-692-3812 - Mobile
602-252-1177 - Fax

ichman 1 nggrou
bid rhlink.n
©

_Davig
exn.no__ 22

e ¥

Kelly S. Oglosby CR 60178

From: Scott Menaged [mailto:smenad8754@aol.com]
Sent: Friday, September 21, 2012 3:54 PM

To: Gredg Reichman
Cc: Jody Angel

Subject: Re: 6507 Straight Arrow Lane

@
Hahaha!!!! Ok if you say so... We will clear up Monday€p

Sent from my iPhone

On Sep 21, 2012, at 6:52 PM, Gregg Reichman <greichman@activefundinggroup.com> wrote:

Very funny. All of the other loans are the same, all appear to be double pledged . You probably used our
money to fund those silly fumiture stores

4

®

©

<image001.jpg>

Gregg S. Reichman

Managing Director
602-443-6148 direct to my desk
602-692-3812 - Mobile

" 602-252-1177 - Fax

ndi] .com

bidpro@earthiink.net
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From: Scott Menaged [mailto:smena98754@aol.com]
Sent: Friday, September 21, 2012 3:50 PM

To: Gregg Relchman

Cc: Jody Angel

Subject: Re; 6507 Straight Arrow Lane

®
For a small fee I can do your accounting if you want!§

Sent from my iPhone

On Sep 21, 2012, at 5:55 PM, Gregg Reichman <greichman@activefundinggroup.com> wrote:

Not impossible, I€»m looking at the chains of title sitting in front of me.

Both Densco and AFG have loans on those properties. Veronica told me that Densco has been paid off
and she was waiting for releases. | just spoke to Denny. He indicated that he has not been paid off.

&

Please get this squared away as it is froubling.

g
Best regards,

GR

©

<image001.jpg>

Gregg S. Reichman

Managing Director
602-443-6148 directto my desk
602-692-3812 - Moblle
602-252-1177 -

. From: Scott Menaged [mailto:smena98754@zol.com]
Sent: Friday, September 21, 2012 2:52 PM

To: Gregg Reichman

Subject: Re: 6507 Straight Arrow Lane

9
Don't remember them but it's impossiable€

I?H look at Monday§p

Sent from my iPhone

On Sep 21, 2012, at 5:50 PM, Gregg Reichman <greichman@activefundi oup.com™> wrote:
OK $ it@s an important matter.

ﬁooks like these three deals of yours were double pledged to both AFG and Densco.

2



@

37209 120 St

6507 Straight Arrow
28631 46% Way

4
From reading the chain there are DOT@s recorded from both compames We are Sr. on all 3 deals and

Dennyg>s DOT is recorded behind ours.
o

Do you remember these at all and what happened with them?

Thank you,
GR
4
o
<image001 jpg>
Gregg S, Relchman
Managing Director
602-443-6148 direct to my desk
602-692-3812 - Moblle
602-252-1177 - Fax

n dinggrou
bidpro@earthlink.net
%

@

From: Scott Menaged [mailto:smena98754@aol.com]
Sent: Friday, September 21, 2012 2:41 PM

To: Gregg Reichman

Cc: Veronica Gutierrez; Jody Angel

Subject: Re: 6507 Straight Arrow Lane

%
Be back Monday and will look into buddy!®

9
Have a nde weekend!!§

Sent from my iPhone

On Sep 21, 2012, at 5:23 PM, Gregg Reichman <greichman@activefindinggroup.com> wrote:

Hi Veronica:

%

If you get a moment can you please look up a few properties:

@

37209 12t St

6507 Straight Arrow
28631 46" Way

%



<

We are trying to figure out what occurred with those assets and from the looks of it we they were traded
back and forth in terms of the financing between Active Funding Group and Densco, but releases were
never filed

@

Let me know where you believe they are currently financed please.

4
Best regards,

GR

@
¢

4

<image002.jpg>

Gregg S. Relchman

Managing Director
602-443-6148 direct to my desk
602-692-3812 - Mabile
602-252-1177 - Fax
grelchman@activefundinggroup.com
bidpro@earthlink.net

@

@

From: Veronlca Gutierrez {mailto:yveronicacastro@live.com]
Sent: Wednesday, September 19, 2012 1:59 PM

To: SMenad98754@aol.com; greichman@activefundinggroup.com
Subject: RE: 6507 Straight Arrow Lane

@

Greg,

I'm putting a check for this along with the docs on for Concord, 1 just spoke with Paul he's trying to
get here today still for pick up. thank you Veronica

Subject: Fwd: 6507 Straight Arrow Lane
From: smena98754@aol.com
Date: Wed, 19 Sep 2012 13:31:39 -0400

To: greichman@activefundinggroup.com;

Vetonica

©
Please look into this since I'm out of town

€
Thanks@

Sent from my iPhone
Begin forwarded message:
From: Gregg Reichman <greichman®@activefundinggroup.com:

Date: September 19, 2012 1:30:43 PM EDT

To: "Menaged, Scott" <SMENA98754@aol.com>
Subject: 6507 Straight Arrow Lane

<image003.gif>
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Hey Buddy € we funded this back on August 3 for you, we do not show having received any funds from
you on it.

@

Please check your records and let me know what the status is. We show you owe $4,119.20. If so, please
prepare a check and we will have Paul pick it up.

4
Best regards,

GR

)4
°

©

<image002.jpg>

Gregg S. Reichman

Managing Director

602-443-6148 direct to my desk
602-692-3812 - Moblle
602-252-1177 - Fax
greichman@activefundinggroup.com

id N
©
&
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Kally 8. Oglesby CR 60179
From: Denny Chittick <dcmoney@yahoo.com>
Sent: Monday, September 24, 2012 9:11 AM
To: Yomtov Menaged
Subject: greg

he called me again, he has more properties that he feels that we both have
loans on, he swears you never gave him a check to payoff the first three
Toans in questions

the Tist has grown, he is reviewing all your loans to see if there are
more. here is what he gave me this morning.

46th way

straight Arrow

12th Street

Heritage oak

Grandview

wg've got to get this straightened out today.
tnx
dc

DenSco Investment Corp
www . denscoinvestment.com/
602-469-3001
602~532-7737 f
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EXH. NO. 15,2
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From: Gregg Reichman <greichman@activefundinggroup.com> Kelty §. Oglesby CR 50178
Sent: Monday, September 24, 2012 11:46 AM

To: Menaged, Scott

Cc: Jody Angel

Subject: Summary of AFG loans

Scott: Call me after your review .....

Here is a summary of your account. All loans listed are shown as on our books, meaning they do not show
any payoff received.

First | will summarize the status of payments, and payments due and then | will summarize the loan funds
that AFG deployed to you, and what the chain of fitle looks like.

Payments / Payment and Down Payments due:

23631 46 Way

Last payment received on 8-11-2012

Payment due 9-11-2012 and now delinquent in the amount of $4,014.40 plus late fees of $401.44 - Total
due $4,415.84

6507 Straight Arrow

Last payment received 9-20-2012 but that payment represented interest that was due at loan funding
which was never paid

Balance of down payment was never received on this property

Payment due Sept 3, 2012 and now delinquent in the amount of $3,319.17 plus late fees of $331.92 Total
due $3.651.09

DOWN PAYMENT FUNDS WERE NEVER RECEIVED ON THIS PROPERTY

37209 12t~ St

Last payment received on 8-22-2012

Payment due 9-11-2012 and now delinquent in the amount of $2,916.60 plus late fees of $291.66 - Total
due $3,208.26

DOWN PAYMENT FUDNS WERE NEVER RECEIVED ON THIS PROPERTY

14990 Heritage Oak
Last payment received on 8-13-2012
Payment due Sept 13, 2012 now delinquent in the amount of $1,093.80 plus $200.00 late fee — Total due

$1,293.80 '



e
7 14394 N, 97* Place
Last payment received on 8-22-2012
Payment due Sept 8, 2012 now delinquent in the amount of $4,359.00 plus late fees of $435.90 - Total
due $4.794.90

11728 Mariposa Grande .
Last payment received 8/22/2012
Payment due Sept 13, 2012 and now delinquent $1,093.80 plus $200.00 late fee — Total due $1.293.80

4905 Grandview St

Last payment received 8-22-2012

Payment due Sept 15%, 2012 and now delinquent $1,500.00 plus $200.00 late fee — Total due $1,700.00
DOWN PAYMENT FUNDS WERE NEVER RECEIVED ON THIS PROEPRTY

1302 Culver St
Last payment received 8-22-2012
Payment due on 9-25-2012 $1.770.00

25407 Lincoln Ave
Last payment received 8-22-2012
Payment due Sept 25, 2012 $495.50

6618 McAallaster Ave

Last payment received 8-22-2012

Payment due 9-13-2012 now delinquent $1,020.90 plus late fee $200.00 - Total due $1,220.90
DOWN PAYMENT FUNDS NEVER RECEIVED ON THIS PROPERTY - POSSIBLE RE-FI FROM
SHORT TERM INVESTMENTS

20820 N. Greyhawk #1076

Last payment received 8-22-2012

Payment due 9-20-21012 now delinquent $3,851.40 plus late fees $385.14 — Total due $4.236.54
DOWN PAYMENT FUNDS WERE NEVER RECEIVED ON THIS PROPERTY

CHAIN OF TITLE AND DEED OF TRUST ISSUES

23631 46t Way

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT for $275,000 - funds were deployed on 7-11-2012

Densco DOT for 245,000

6507 Straight Arrow
Property appears fo have been double pledged per chain run Friday, 9-21-2012

2
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AFG DOT for $227,600 — Funds deployed on 8-3-2012
Densco DOT for 200,000

37209 12t St :
Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT for $200,001 - Funds deployed 7-11-2012

Densco DOT for $190,000

14990 Heritage Oak

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT for $75,000 Funds deployed Dec 2012

Densco DOT $75,000

14894 N. 97* Place

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT for $322,100 funds deployed 5-8-2012

Densco DOT $300,000

11728 Mariposa Grande

Property appears fo have been double pledged per chain run Friday, 9-21-2012
AFG DOT $75,000 Dec 2010

Densco DOT $75,000

4905 Grandview St

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT $100,000 funds deployed 6-15-2010

Densco DOT 90,000

1302 Culver St

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT $118,000 funds deployed 6-25-2010

Densco DOT $115,000

25407 Lincoln Ave
Chain appears to show only 1 DOT correctly from AFG for $34,000

6618 McAallaster Ave
NEED RELEASE FROM SHORT TERM FUNDING
If Short Term funding has been paid off then the Chain is correct on this file

3




20820 N. Greyhawk #1076

Property appears to have been double pledged per chain run Friday, 9-21-2012
AFG DOT $264,100 funds deployed on 8/20/2012
Densco DOT $250,000

Managing Director

602-443-6148 direct to my desk
602-692-3812 - Mobile
602-252-1177 - Fax
greichman®activefundinggroup.com
bidpro®@earthlink.net
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Sterling Group LLC
Davis v. Clark Hill PLC, et al.

* DenSco had significantly expanded its lending to Mr. Menaged such that Mr. Menaged’s
outstanding loans totaled approximately $14.5 million and represented approximately 29% of
DenSco’s portfolio as of May 31, 2013.28

Mr. Chittick did not appear to take any actions to reduce DenSco’s lending to Mr, Menaged after
he was made aware of the lawsuit in June 2013. Instead, DenSco’s lending to Mr, Menaged further
increased over the subsequent months.

3.3.3 November 2013

The next information reviewed by Sterling with specifics on loans that were part of the First Fraud
relates to November 2013. DenSco’s exposure to Mr. Menaged had increased significantly further
by this time as shown by the table and charts discussed earlier in this report.

Mr. Chittick purportedly became aware of a problem with many of DenSco’s outstanding loans to
Mr. Menaged on or around November 27, 2013 when Mr. Menaged informed him that there were
multiple liens on many properties as a result of the actions of Mr. Menaged’s “cousin™.? As of
November 30, 2013, DenSco’s outstanding loans to Mr. Menaged totaled approximately $25.4
million and represented approximately 46% of DenSco’s portfolio.’® Substantially all of DenSco’s
outstanding loans to Mr. Menaged at that time were part of the First Fraud according to information
provided by Mr. Chittick in April 2014.3!

Without seeking the assistance of outside professionals, Mr. Chittick and Mr. Menaged agreed on
a plan to deal with the problem and started to execute their plan.’2

3.3.4 January 2014

On January 6, 2014, Mr. Chittick received a letter from attorneys representing some of the lenders
other than DenSco and AFG that had been caught up in Mr. Menaged’s fraudulent scheme to
obtain multiple loans on the same property.** Mr. Chittick forwarded the letter to Mr. Beauchamp.

Mr. Chittick provided some information about Mr. Menaged to Mr. Beauchamp in an email dated
January 7, 2014 in advance of a meeting on January 9, 2014 between Mr. Chittick, Mr. Menaged
and Mr. Beauchamp. Mr. Chittick’s email states, inter alia:

“I’ve been lending to Scott Menaged through a few different LLC’s and his name
since 2007. [I]’ve lent him 50 million dollars and [I] have never had a problem
with payment or issue that hasn’t been resolved.”*

% DenSco QuickBooks data.

2 Schenck Deposition Exhibit 51 at CH 5790 to 5794; Schenck Deposition Exhibit 97 at DIC 10732.
3 DenSco QuickBooks data.

31 Beauchamp Deposition Exhibit 406.

32 Schenck Deposition Exhibit 51.

¥ Schenck Deposition Exhibit 53.

34 Schenck Deposition Exhibit 51.
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Arizona Corporation Commission
v.
DenSco Investment Corporation

(Case No. CV 2016-014142)

Status Report
of

Peter S. Davis, as Receiver of DenSco Investment Corporation

December 23, 2016

FORENSIC ACCOUNTING & ECONOMICS ¢ RECEIVERSHIP « RESTRUCTURING
3200 NORTH CENTRAL AVENUE * SUITE 2460 » PHOENIX, AZ 85012 » 602.279,7500 « (FAX) 602.279.7510 » WwWW.SIMONCONSULTING.NET
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Simon Consulting, LLC
Arizona Corporation Commission v. DenSco Investment Corporation

1. Background and Appointment of the Receiver

DenSco Investment Corporation (“DenSco”) is an Arizona corporation formed by Denny
Chittick (“Chittick”) in April 2001,! Since at least 2009, DenSco was engaged primarily in
funding the purchase of real estate secured by deeds of trust using money raised from investors.2
DenSco issued Confidential Private Offering Memoranda (“POM”) to investors before or at the
time of their investments.’ DenSco represented to investors that DenSco would maintain a
maximum loan-to-value ratio (“LTV”) of 70%, and that all loans would be secured by first
position deeds of trust.*

On August 18, 2016, Peter Davis (“Receiver”) was appointed Receiver for the assets of DenSco
by the Honorable Lori Horn Bustamante of the Maricopa County Superior Court. The Receiver
issued his Preliminary Report to the Court on September 19, 2016. Simon hereby incorporates
all of the background information, opinions, conclusions, and other information contained
therein in this teport. Unless otherwise defined herein, capitalized terms shall retain the
meanings set forth in the Receiver’s Preliminary Report. The Receiver’s analyses are ongoing;
therefore, information contained herein is preliminary and tentative, and subject to change.

2. Receivership Activities
2.1. Administration of the DenSco Loan Portfolio

The Receiver has segregated the DenSco loan portfolio into two categories, including (1) loans
to Menaged and his entities, Easy and AHF; and (2) loans to all other borrowers. Hereinafter,
loans to Easy and AHF are referred to interchangeably as Menaged loans. The status of the non-
Menaged loans and the Menaged loans is discussed in detail below.

2.1.1. Non-Menaged Loans

The Receiver has received numerous requests for payoff statements from various DenSco
borrowers. From the inception of the receivership through the date of this report, twenty-nine
(29) loans have been paid off. The Receiver has recovered a total of $3,996,796.33 in loan
payoff proceeds, including $3,898,055.81 in principal and $98,740.52 in interest payments and
fees. The Receiver has also collected additional DenSco loan interest payments totaling
$84,949.00, resulting in total collections of $4,081,745.33 from the non-Menaged loans.

After negotiations with the borrower on Loan 4419 with a principal amount of $250,000.00, the
Receiver accepted a short sale of the property, which resulted in net proceeds of $230,096.98 to
the receivership. The borrower sold the property for $215,000.00 and agreed to pay an
additional $25,000.00 at closing. Real estate commissions. and closing costs reduced the net
proceeds from $240,000.00 to $230,096.98. The Receiver determined that a short sale was in the

Arizona Corporation Commission report for file no. 09874884,
CV 2016-014142; Verified Complaint; page 2, paragraph 6.

CV 2016-014142; Verified Complaint; page 2, paragraph 7.

CV 2016-014142; Verified Complaint; page 2, paragraphs §-10.

& oW o =
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best interests of the receivership estate because the characteristics of the underlying property
made it very difficult to locate interested buyers, and the resulting loss likely would have been
greater had the Receiver foreclosed on the property. The short sale proceeds received from this
property are included in the total payoff proceeds reported above.

The Receiver continues to monitor and service the remaining eighteen (18) non-Menaged loans
in DenSco’s loan portfolio with a principal balance of $1,597,475.56, including collecting
monthly interest payments, following up with borrowers who fail to make timely interest
payments, providing borrowers with payoff statements, and conducting other loan administration
activities as needed

2,1.2. Menaged Loans

As discussed in the Receiver’s Preliminary Report, approximately 92% of DenSco’s loans
receivable (as of the date of the receivership) are due from Menaged or his related companies.
The Menaged loans include eighty-seven (87) loans to AHF, two (2) loans to Easy, one (1) loan
to Menaged’s mother, Michelle Menaged, and one (1) loan to Menaged’s brother, Jess Menaged.
In summary, DenSco’s loan portfolio includes ninety-one (91) Menaged loans totaling
$43,947,819.61. However, as discussed in detail in Section 3.2 below, only five (5) of these
loans are secured by real property, as the remaining loans were made on properties that neither
Menaged nor his entities actually purchased. The five (5) loans secured by real property are
summarized as follows:

Table 1:
Menaged Loans Secured by Real Property

Loan No. Borrower Property Address Amount
3736  Michelle Menaged 9103 E Charter Oak Dr §  400,000.00
3828  Yomtov Scott Menaged 1605 W Winter Dr 477352.68
3883  Easy Investments, LIC 9555 E Raintree Dr #1004 152,000.00
3885 Jess Menaged 9555 E Raintree Dr #1020 76,827.14
4604 Arizona Home Foreclosures, LLC 707 E Potter Dr 170,000.00
Total:  $1,276,179.82

2.1.2.1 Loan 3736 — 9103 East Charter Oak Drive

On October 12, 2012, DenSco loaned Michelle Menaged $400,000.00 evidenced by a
promissory note secured by a deed of trust on the property located at 9103 East Charter Oak
Drive (“Charter Oak Property”).’ However, the property is also subject to a senior position lien
in the principal amount of $476,000.00 due to US Bank, NA.® On November 3, 2016, The
Receiver advised US Bank, NA in writing of the stay imposed by the Receivership Order.

The Receiver sent a Notice of Default to Michelle Menaged on September 22, 2016 demanding
repayment of the total principal, interest, and other amounts due pursuant to the promissory note.

5 Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20120935712).
s Deed of Trust (Maricopa County recorded document no. 20040204287) and Corporate Assignment of Deed
of Trust (Maricopa County recorded document no, 20160263965).
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In response, the Receiver received a copy of the default notice with handwritten notation that the
“loan was paid off.” The note was not signed, and the envelope did not contain a return address.
The Receiver sent a follow-up letter on October 18, 2016, requesting evidence that the loan was
paid off but did not receive a response.

Accordingly, on October 20, 2016, the Receiver executed a Notice of Substitution of Trustee and
a Statement of Breach or Non-Performance and Election to Sell Under Deed of Trust. The
Receiver’s foreclosure counsel filed a Notice of Trustee’s Sale on December 5, 2016.7 The
Trustee’s Sale is scheduled to occur on March 7, 2017.

2.1.2.2 Loan 3736 - 1605 West Winter Drive

On November 13, 2012, DenSco loaned Menaged $300,000.00 evidenced by a promissory note
secured by a deed of trust on the property located at 1605 West Winter Drive (“Winter
Property).} On February 6, 2014, DenSco loaned Menaged an additional $177,352.68 secured
by the Winter Property,’ for a total of $477,352.68. However, the property is also subject to a
senior position lien in the principal amount of $250,000.00 due to PAJ Fund, LLC (“PAJ").'
The Receiver is conducting ongoing investigations and negotiations with PAJ to address the
senior position lien.

On June 17, 2016, Jill H. Ford, the Chapter 7 Panel Trustee appointed to oversee Menaged’s
bankruptcy, filed a notice of the Trustee’s intent to abandon the Winter Property.

On November 20, 2016, the Receiver executed a Notice of Substitution of Trustee and a
Statement of Breach or Non-Performance and Election to Sell under Deed of Trust. The
Receiver’s foreclosure counsel filed a Notice of Trustee’s Sale on November 22, 2016."" The
Trustee’s Sale is scheduled to occur on February 21, 2017.

The Receiver confirmed that Menaged’s insurance on the Winter Property had lapsed.
Accordingly, in order to protect DenSco’s interest in the property, the Receiver disbursed
$2,737.00 to Hassett Insurance, Inc. on November 10, 2016 to bind insurance coverage.

2.1.2.3 Loan 3883 — 9555 East Raintree Drive, Unit 1004

On December 13, 2012, DenSco loaned Easy $120,000.00 evidenced by a promissory note
secured by a deed of trust on the property located at 9555 East Raintree Drive, Unit 1004
(“Raintree Unit 1004).'> On February 5, 2014, DenSco loaned Menaged an additional
$32,000.00 secured by Raintree Unit 1004, for a total of $152,000.00. However, the property

7 Notice of Trustee’s Sale (Maricopa County recorded document no. 20160893291).

8 Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20121029407).

9 Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20140081791).

B Deed of Trust (Maricopa County recorded document no. 20090354620) and Assignment of Deed of Trust

and Assignment of Rents (Maricopa County recarded document no. 20160313920).
n Notice of Trustee’s Sale (Maricopa County recorded document no. 20160863308).
L Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20121137660).
13 Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20140078275).
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is also subject to a senior position lien in the principal amount of $250,000.00 due to Argent
Mortgage Company, LLC (“Argent”).!* On November 16, 2016, The Receiver advised Western
Progressive Arizona, Inc., the Trustee under the Argent deed of trust,' in writing of the stay
imposed by the Receivership Order,

On October 17, 2016, the Receiver executed a Notice of Substitution of Trustee and a Statement
of Breach or Non-Petformance and Election to Sell under Deed of Trust. The Receiver’s
foreclosure counsel filed a Notice of Trustee’s Sale on November 2, 2016.'¢ The Trustee’s Sale
is scheduled to occur on February 1, 2017.

2.1.2.4 Loan 3885 - 9555 East Raintree Drive, Unit 1020

On December 12, 2012, DenSco loaned Jess Menaged $100,000.00 evidenced by a promissory
note secured by a deed of trust on the property located at 9555 East Raintree Drive, Unit 1020
(“Raintree Unit 1020”).!7 On February 5, 2014, DenSco loaned Easy'® an additional $52,000.00
secured by Raintree Unit 1020," for a total of $152,000.00. However, the property is also
subject to a senior position lien in the principal amount of $180,000.00 due to Nationstar
Mortgage, LLC.%°

The Receiver sent a Notice of Default to Jess Menaged on September 16, 2016, demanding
repayment of the total principal, interest, and other amounts due pursuant to the promissory note
but did not receive a response. Accordingly, on November 7, 2016, the Receiver executed a
Notijce of Substitution of Trustee and a Statement of Breach or Non-Performance and Election to
Sell under Deed of Trust.

The Receiver has since determined that the balance of the senior lien and an additional lien
claimed by the homeowner’s association exceed the value of the property. Accordingly, the
Receiver does not intend to commence with the foreclosure. However, the Receiver is
evaluating potential legal claims against Jess Menaged for the amounts owed to DenSco under
the promissory notes.

2.1.2.5 Loan 4604 - 707 East Potter Drive

On September 25, 2013, DenSco loaned AHF $170,000.00 evidenced by a promissory note
secured by a deed of trust on the property located at 707 East Potter Drive (“Potter Property™).!

13 Deed of Trust (Maricopa County recorded document no. 20031616790).

15 Substitution of Trustee (20160384486).

16 Notice of Trustee’s Sale (Maricopa County recorded document no. 20160807170).

" Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20121137668),

18 It is unclear why the first loan was made to Jess Menaged and the second loan was made to Easy
Investments, LLC.

1 Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20140076570).

» Deed of Trust (Maricopa County recorded document no. 20070103932), Corporate Assignment of Deed of

Trust (Maricopa County recorded document no. 20120786945), and Corporate Assignment of Deed of
Trust (Maricopa County recorded document no, 20150615324).
a Deed of Trust and Assignment of Rents (Maricopa County recorded document no. 20150437867).
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On October 27, 2016, the Receiver sent a letter to AHF (c/o Menaged) notifying AHF of the
default. On November 10, 2016, the Receiver filed a motion with the Bankruptey Court seeking
to lift the automatic bankruptcy stay to permit the Receiver to foreclose the lien of its deed of
trust on the Potter property. The Bankruptcy Court entered an order lifting the automatic
bankruptcy stay on November 30, 2016.

On November 2, 2016, the Receiver executed a Notice of Substitution of Trustee, and on
December 7, 2016, the Receiver executed a Statement of Breach or Non-Performance and
Election to Sell under Deed of Trust. The Receiver’s foreclosure counsel is in the process of
preparing a Notice of Trustee’s Sale for the Potter Property.

2,2, Menaged Bankruptcy

On August 22, 2016, the Receiver filed a motion for a Rule 2004 examination [a deposition] of
Menaged and seeking a production of documents related to Menaged’s business relationships
with DenSco. The Receiver conducted a Rule 2004 examination of Menaged on October 20,
2016. The transcript from this deposition has been posted to the receivership website, As set
forth in more detail below, the Receiver continues to perform a comprehensive investigation into
the activities of Menaged and his associates with respect to their business relationships with
DenSco.

The Receiver has obtained an extension to file a complaint under 11 U.S.C. § 523 against
Menaged until January 31, 2017. This extension has enabled the Receiver to continue his
investigation and explore all possible resolutions of the issues relating to the discharge of
DenSco’s debt in Menaged’s bankruptcy case.

On December 14, 2016, Ilene J. Lashinsky, the United States Trustee for the District of Arizona,
filed a Complaint to Deny Discharge Under 11 U.S.C § 727 against Menaged seeking to have all
of the debts owed by Menaged to be deemed non-dischargeable under Federal Bankruptcy law.

2.2.1. Receivership of Furniture King, et al,

On September 19, 2016, the Court entered an Order placing Fumiture King, et al. into
receivership. Shortly thereafter, the Receiver gained access to two (2) retail stores, one located
on West Bell Road in Glendale, Arizona, and another located on West Van Buren Road in
Goodyear, Arizona. The assets contained in these stores have since been consolidated into a
single warehouse located on 27* Avenue in Phoenix, Arizona. In addition, the Receiver took
possession and control of the existing warehouse located on 45" Avenue in Phoenix, Arizona.
The Receiver’s staff has prepared detailed inventories of the assets contained in the warehouses.

The Receiver has determined that he has possession and control of approximately 5,766 pieces of
consumer furniture and related décor with a wholesale value of approximatety $1,000,000.00 and
a liquidation value between $275,000.00 and $360,000.00.

As of the date of this report, the Receiver has disbursed a total of $80,585.62 to marshal and
protect the assets of Furniture King, et al., including (1) $26,659.00 in rent to Predio
Management, LLC for the 27" Avenue warehouse; (2) $24,851.12 in rent to SBMC Van Buren
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Industrial, LLC for the 45" Avenue warehouse; (3) $24,613.50 to Atlantic Relocation Systems to
relocate the furniture assets from the Glendale and Goodyear stores to the 27" Avenue
warehouse; and (4) $4,462.00 to Seneca Insurance Company, Inc. for insurance on the furniture
assets held at all locations.

Additional actions taken by the Receiver with regard to the Furniture King, et al. assets, as well
as the plan to liquidate the assets for the benefit of Furniture King’s creditors (including
DenSco), are discussed in detail in the Receiver’s Petition for Approval of Procedures for the
Sale of Furniture King Assets, which was filed with the Court on December 21, 2016 and
subsequently posted on the receivership website.

2.3. Claims against the Chittick Estate

On December 9, 2016, the Receiver filed a Notice of Claim against Estate of Denny J. Chittick
(*Notice of Claim”) in the Chittick probate matter. The Receiver’s Notice of Claim is posted on
the receivership website. The Receiver’s preliminary analyses indicate that the Chittick Estate is
indebted to the Receiver in the amount of $46,811,635.54 as a result of the following:

¢ The frauds perpetrated by Menaged against DenSco due to Chittick’s failure to institute
or follow proper management and control of DenSco’s business operations.

e Cash distributions to Chittick, wages paid to Chittick’s minor children, the withdrawal of
Chittick’s 401(k) Plan investor balance, and the withdrawal of Chittick’s Defined Benefit
Plan investor balance at a time when DenSco was insolvent or would soon become
insolvent or unable to pay its debts as they came due.

Given the complexity of the issues surrounding DenSco and the Receiver’s ongoing
investigations into DenSco and its business operations, the Receiver believes further discovery
into the actions or omissions of Chittick may expose additional potential claims and/or monetary
damages against the Chittick Estate, Accordingly, the Receiver may amend the Notice of Claim
if and when new information is discovered.

On December 16, 2016, the Receiver filed a petition for an order approving the engagement of
special counsel, TJ Ryan of Frazer Ryan Goldberg & Arnold, LLP, to assist the Receiver in the
investigation and prosecution of DenSco’s creditor claims against the Chittick Estate and to
provide advice and counsel regarding the probate and trust issues surrounding the Chittick
Estate.

In addition, on December 22, 2016, the Receiver filed a petition for an order approving the
engagement of special counsel, Marvin “Bucky” Swift, Jr. (“Swift”) of Snell & Wilmer, LLP, to
assist the Receiver in the investigation and prosecution of DenSco’s creditor claims against the
Chittick Estate pertaining to Chittick’s 401(k) Plan and Chittick’s Defined Benefit Plan. Swift
will serve as special counsel to the Receiver with respect to the Employee Retirement Income
Security Act of 1974 (“ERISA”) and related litigation issues. -~

The Receiver’s claims with regard to Chittick’s 401(k) Plan and Chittick’s Defined Benefit Plan
are discussed in detail in Section 4.1 of the Receiver’s Preliminary Report and in the Receiver’s
Notice of Claim.
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2.4. Investor Communications

On September 20, 2016, the Receiver sent an email update to ail investors, which included (1)
the Receiver’s Preliminary Report and the corresponding petition; (2) the stipulated consent to an

order placing Furniture King, et al. into receivership; and (3) the order placing Furniture King, et
al. into receivership.

On October 21, 2016, the Receiver held an in-person meeting with investors in order to provide a
more comprehensive update of the DenSco receivership. Approximately 40 investors attended
the meeting in person, while several others listened in by telephone. The Receiver provided
detailed meeting notes to all investors via email on November 22, 2016.

On November 21, 2016, after receiving numerous investor inquiries regarding the claims bar
date in the Chittick probate matter, the Receiver sent an email to all investors advising them that
the Receiver intended to file a timely claim against the Chittick Estate or enter into an agreement
with the estate to extend or continue the deadline to file a claim.

The Receiver sent an additional email update to all investors on November 23, 2016. In this
email, the Receiver provided (1) a summary of the collections to date; (2) a link to the investor
meeting notes and exhibits posted on the receivership website; (3) the status of the Menaged
bankruptcy and investigation; (4) the status of the Furniture King, et al. receivership; and (5) the
anticipated timing of future reports to be issued by the Receiver.

In addition to the investor communications discussed above, the Receiver continues to update the
receivership website at denscoreceiverl.godaddysites.com, Visitors to DenSco’s original
website (denscoinvestment.com) are automatically redirected to the receivership website. The
receivership website is regularly updated to include links to both historical and recent Court
filings in the Receivership proceeding, the Chittick probate proceeding, and the Menaged
bankruptcy proceeding.

3. Menaged Fraud Investigation

The Receiver’s investigation into the loan transactions between DenSco and Menaged indicates
that Menaged perpetrated two distinct fraudulent schemes against DenSco, each of which is
described in detail below.

3.1. The First Fraud

Sometime in 2011 or 2012, Menaged began requesting loans from DenSco for properties on
which he had also solicited other lenders for loans. In an effort to deceive both lenders, Menaged
essentially obtained two loans on hundreds of properties with the lenders believing that they
were in first position. These loans are those that led to the execution of the Forbearance
Agreement in April 2014 (See the Receiver’s Preliminary Report, Section 2.2.3). According to
the Forbearance Agreement, Menaged met with Chittick on or about November 27, 2013 to
inform him that certain properties had been used as security for one or more loans from one or

Exhibit-"A"



Simon Consulting, LLC
Arizona Corporation Commission v. DénSco Investment Corporation

more other lenders, and that the DenSco loans may not be in the first lien position on these
properties.”> In many cases, the other lenders had issued checks directly to the trustee for the
purchase of a property at a trustee’s sale, which was the basis for their senior lien on the
property, whereas, DenSco wired funds directly to Easy or AHF.

Based on Menaged’s testimony during the Rule 2004 examination?® as well as email
correspondence between Chittick and Menaged, the Receiver understands that Menaged misled
Chittick to believe that Menaged’s “cousin” had requested the loans from the third party lenders
without Menaged’s knowledge, and that the cousin had absconded with the proceeds from these
fraudulent loans. However, Menaged has testified that the “cousin® did not exist and that
Menaged was responsible for the fraudulent loans. The Receiver refers to this fraud scheme
perpetrated by Menaged as the “First Fraud.”

For example, on August 17, 2012, Menaged purchased the property at 20802 North Grayhawk
Drive, Unit 1076, (“Grayhawk Property”) for $274,100.00 at a trustee’s sale.?* Menaged
obtained a loan of $264,100.00 from third party lender, Active Funding Group, LLC (“Active”),
to purchase the property.?® On August 17, 2012, Menaged sent an email to Chittick indicating he
had purchased the property and requesting a loan in the amount of $250,000.00. DenSco wired
$250,000.00 to Easy’s bank account on August 20, 2012. However, Menaged had already used
the property to secure a $264,100.00 loan from Active. The Receiver has not identified any
evidence indicating that DenSco was aware of Active’s loan on the Grayhawk Property.
According to documents located by the Receiver, Menaged estimated the value of the Grayhawk
Property to be $380,000.00 as of the purchase date. Therefore, based on Menaged’s own
estimation of value, the Grayhawk Property was over-encumbered by approximately $144,100 as
of August 2012 due to the fraud perpetrated by Menaged.

The DenSco records analyzed to date indicate that on December 13, 2013, DenSco began to loan
Menaged additional funds to repay the third party lenders. The Receiver determined that when
Menaged sold a property for less than the total of the DenSco loan and the third party loan,
DenSco began paying the deficit and allocated the overage to other properties that had not yet
sold or classified the additional loans as “workout” loans.

For Example, on January 30, 2014, DenSco wired $169,474.60 to Magnus Title to cover the
deficit that Menaged owed on another property (2507 West Bent Tree Drive), and the overage of
$116,474.60 was allocated to the Grayhawk Property, increasing the total due to DenSco on the
Grayhawk Property to $366,474.60. When the Grayhawk Property was sold in July 2014,
DenSco wired $348,873.28 to cover the deficit on the property.- The $348,873.28 overage was
not allocated to another property, but was instead entered into DenSco’s books as an unsecured
receivable due from Menaged, under the category “Work Out 5 Million.”

z Farbearance Agreement, Section G (ACC000236),

B Transcript from the 10/20/16 Rule 2004 Examination of Scott Menaged; pages 81-82, 89.
x Trustee’s Deed Upon Sale (Maricopa County recorded document no. 20120866188).
2 Notice of Deed of Trust with Assignment of Rents (Maricopa County recorded document no.

20120773674).
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As of the date of the receivership, DenSco’s books and records report two (2) unsecured
receivables due from Menaged, including $13,336,807.24 classified as “Work Out 5 Million”
and $1,002,532.55 classified as “Work Out 1 Million,” for a total of $14,339,339.79. The loans
recorded in these workout loan categories relate to overages on properties that date back to
August 2012 and the First Fraud through November 2013. All prior DenSco loans that may have
been double-encumbered before August 2012 were paid off in full without causing any
additional losses.

3.2. The Second Fraud

In January 2014, Menaged began requesting loans from DenSco for properties that neither
Menaged nor his entities actually purchased at trustees’ sales or otherwise. Based on analyses of
various emails between Chittick and Menaged, the Receiver understands that after the First
Fraud, Chittick began requiring Menaged to provide DenSco with copies of the cashier’s checks
issued to the trustees as well as copies of the receipts received from the trustee for the purchase
of a property at a trustee’s sale. This was presumably done to ensure that DenSco was the senior
lienholder on all of its loans to Menaged, even though DenSco continued to wire funds to Easy
or AHF instead of directly to the trustees. However, Menaged began providing Chittick with
falsified trustee’s sale receipts?® and copies of checks that were never actually given to the
trustees. Instead, most of the cashier’s checks were deposited back to Easy or AHF bank
accounts. The Receiver refers to this fraud scheme perpetrated by Menaged as the “Second
Fraud.”

Of the 2,712 loans that Menaged and his entities received from DenSco from January 2014
through June 2016, only ninety-six (96) of them were secured by the actual purchase of real
estate. As shown in Table 2 below, DenSco advanced a total of $734,484,440.67 to Menaged
for fraudulent loans resulting from the Second Fraud.

Table 2:
Summary of Menaged Loans
January 2014 through June 2016
Purchased Not Purchased
Year Amount Count Amount Count
2014 $ 15,001,843.42 96| $ 181,058,229.00 803
2015 . - 361,021,611.67 1,316
2016 - - 192,404,600.00 593
Total $ 15,001,843.42 96 | $734,484,440.67 | 2,712

On average, Menaged paid off the fraudulent loans plus 18% accrued interest within
approximately three (3) weeks. Because Menaged was paying interest on these loans but was not
actually making any money from the purchase and sale of real estate, the number and frequency
of the fraudulent loans increased over time, which dramatically increased the principal loan

= The Receiver believes Menaged provided the false trustee’s sale receipts to DenSco; however, Menaged
testified that he did not send DenSco the trustee’s sale receipts and didn’t know that they were being sent,
Menaged further testified that they must have been sent by his employee, Veronica Castro Gutierrez. See
the transcript from the 10/20/16 Rule 2004 Examination of Scott Menaged; pages 171-174,
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balance due to DenSco. The records analyzed to date indicate that Menaged essentially obtained

rew loans from DenSco in order to repay DenSco the principal and iaterest due on the older
oans.

As of the date of the receivership, DenSco’s balance sheet reported eighty-four (84) loans
totaling $28,332,300.00 due from Menaged for properties that neither Menaged nor his entities
actually purchased.

4. Solvency Analysis

The Receiver analyzed DenSco’s balance sheet in light of the information presented above
regarding the First Fraud and Second Fraud perpetrated by Menaged to determine when
DenSco’s liabilities exceeded its assets. The Receiver made the following adjustments to
DenSco’s balance sheet to properly account for the disposition of the Menaged loans (See
Exhibit 1).

Adjustment for the First Frand

As a result of the First Fraud, DenSco’s balance sheet reported the Menaged loans as
assets at their face value despite the fact that many of the underlying properties were
double-encumbered and, in several cases, the property values were insufficient to repay
both DenSco and the third party lenders. Accordingly, for those properties where
DenSco paid the deficit and classified the same as an unsecured “Work Out” loan, the
Receiver reduced the balance sheet assets by the workout loan balance as of the date of
DenSco’s original loan(s) on the property.

For example, as discussed in Section 3.1 above, DenSco loaned $250,000.00 to Menaged
for the Grayhawk Property on August 20, 2012, plus an additional $116,474.60 on
January 30, 2014. When the property was sold in July 2014, DenSco was repaid the
principal balance of $366,474.60, but paid the deficit of $348,873.28, resulting in an
unsecured workout loan of $348,873.28. Accordingly, the Receiver adjusted DenSco’s
balance sheet to exclude the $250,000.00 Grayhawk loan asset as of the original loan date
of August 20, 2012. The Receiver further adjusted DenSco’s balance sheet to exclude
$98,873.28%" of the additional $116,474.60 loan asset as of January 30, 2014. Thus, the
Graybhawk Property transactions resulted in a total loss of $348,873.28, of which
$250,000.00 was removed from the balance sheet effective August20, 2012, and
$98,873.28 was removed from the balance sheet effective January 20, 2014.

Adjustment for the Second Fraud
As a result of the Second Fraud, DenSco’s balance sheet reported the Menaged loans as

assets at their face value despite the fact that the underlying properties were never
actually purchased by Menaged. Accordingly, the Receiver adjusted DenSco’s balance

z Total loss of $348,873.28 minus $250,000.00 previously accounted for equals $98,873.28.
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sheet to exclude the balance of Menaged loans on properties that were not purchased,
since these loans are unsecured and therefore uncollectible.

As a result of these adjustments, DenSco’s liabilities exceeded its assets at fair value by at least
December 31, 2012 (See Exhibit 1). Because negative equity is a key indicator of insolvency,
and because the losses resulting from the Menaged frauds increased exponentially from 2012
through 20186, it is reasonable to conclude that DenSco was insolvent as of December 31, 2012.

5. DenSco Became a Ponzi Scheme

As a result of the First Fraud and the Second Fraud, DenSco became insolvent as of
December 31, 2012 and remained insolvent through June 30, 2016 (See Exhibit 1).

As the fraudulent Menaged loan balance increased, DenSco’s valid hard money loans to third
parties declined, and DenSco was no longer earning sufficient interest income to pay its
investors. Because DenSco allowed Menaged’s loan balance to continually increase over time,
DenSco became a Ponzi scheme as it relied on payoffs and interest from third party borrowers
and investor deposits of $36,129,814.48 to pay principal and interest to investors totaling
$46,406,985.26 from the date of insolvency through June 30, 20162

As shown in Chart 1 below, the Menaged loan balance increased dramatically while the third
party loan balance decreased from 2012 to 2016. The balance due to investors (excluding
Chittick) also increased by $11,797,881.50 from the date of insolvency through June 30, 2016.

Chart 1:
Key DenSco Balances over Time Per QuickBooks
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——Other.Borrower Loans == Meénaged Loans Secured by Real Propeity
» For the purposes of this discussion, the Receiver excluded the three (3) DenSco investment accounts held
by Chittick.
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6. Modified Net Investment Analysis

Many investors have inquired as to how to report their losses for tax purposes. The Receiver is
hot_a tax professional and is neither authorized nor qualified to provide investors with
individual tax advice. However, the IRS’s website indicates that investors should refer to
Revenue Ruling 2009-9 and Revenue Procedure 2009-20 for guidance on dealing with this issue.
Revenue Ruling 2009-9 sets forth the IRS’s view of the applicable tax law pertaining to an
investor who loses money in a Ponzi scheme or other type of fraud. Revenue Procedure 2009-20
describes the proper income tax treatment for losses resulting from Ponzi and other investment
schemes and provides a safe harbor under which qualifying taxpayers may deduct a substantial
portion of their loss in the year in which the scheme was discovered..

There are multiple methods of calculating investor losses in investment fraud schemes. One
method commonly used in receiverships is the net investment method, in which cash payments
to investors are considered the return of principal. This method is consistent with the calculation
of a theft loss described in Revenue Ruling 2009-9 and Revenue Procedure 2009-20. For the
purposes of this discussion, the Receiver excluded the three (3) DenSco investment accounts
held by Chittick.

Since DenSco was otherwise operating a functioning hard money lending business prior to the
First Fraud, the Receiver proposes that accrued but unpaid interest dated prior to the date of
insolvency should be considered principal, and any cash withdrawals after the date of insolvency
should be considered the return of principal. Investor balances as of December 31, 2012 totaled
$39,790,901.56. DenSco paid out a net total of $10,277,170.78 in cash to investors from
January 1, 2013 forward.?? See Exhibit 2.

Under this methodology, twenty-one (21) DenSco investors are net investment “winners” who
received cash in excess of their net investment balance as of the date of insolvency. All of the
net investment “winners” withdrew their investment balances during the period from the date of
insolvency through June 30, 2016. In total, these net investment “winners” received
$2,397,734.99, while the 114 net investment “losers” have a combined net investment loss of
$31,911,465.77. See Exhibit 2,

6.1. Estimated Investor Recoveries

Both Revenue Ruling 2009-9 and Revenue Procedure 2009-20 require that investors account for
potential recoveries that may offset a portion of their losses, including future recoveries received
from the receivership.

As mentioned above, the net investment “losers” have a combined balance of $31,911,465.77.
Based on the funds recovered by the Receiver to date, the expenses incurred to date, and the
Receiver’s estimation of future recoveries, the Receiver anticipates distributing approximately
20% of the net investment losses incurred by net investment “losers.” Investors should refer to

» Withdrawals totaling $46,406,985.26 minus deposits totaling $36,129,814.48 equals $10,277,170.78.
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Exhibit 2 to determine their net investment balance as calculated pursuant to the methodology
discussed in Section 6 above. . '

The Receiver is providing this estimate for investors’ purposes based on the Receiver’s
knowledge as of the date of this report. The Receiver’s estimate is based on the remaining
DenSco loan portfolio as well as cash recovered and administrative expenses incurred to date.
There are a significant number of moving parts and potential claims in this matter that prevent
the Receiver from determining a more precise estimate of future recoveries and costs.

7. Receivership Accounting

As of the date of this report, the Receiver has collected a total of $6,050,642.36 and has
disbursed a total of $407,811.48, resulting in a current balance of $5,642,830.88 as summarized
in Table 3 below. Details of the cash collections and disbursements to date are provided below
in Section 7.1 and Section 7.2 respectively.

Table 3:
Summary of Current Cash Balances
As of December 23, 2016
Bank Account Description Balance
Wells Fargo Bank - Checking S 02,042.26
Wells Fargo Bank - Savings 300,000.00
National Bank of Arizona - Money Market 240,007.43
Arizona Business Bank - Insured Cash Sweep 4,150,781.19
Arizona Business Bank - Checking 250,000.00
Total Cash Balance $ 5,642,830.88

7.1. Collections to Date

The Receiver has collected a total of $6,050,642.36 on behalf of the DenSco Receivership Estate
as of the date of this report, summarized as follows and discussed in detail below:

Table 4:
Summary of Cash Collections
As of December 23, 2016

Description Amount Reference
FirstBank Account Balance as of 08/18/16 $ 1,380,653.91 Preliminary Report Section 3.1.1
Cash Collected fromthe Chittick Estate 551,140.00 Preliminary Report Section 3.1.2
Marilyn Property Proceeds Received from Easy Investroents 35066.73 See Section 7.1.1 below
Miscellaneous Fumiture King, et al. Income 1,086.20 Sce Section 7.1.2bclow
DenS¢o Office Furniture Sale Proceeds 31.87 See Section 7 1.3 below
Interest Income 91832
Loan Proceeds

Payoff Proceeds - Principai 3.898,055.81 See Section 2.1.1 above

Payoff Proceeds - Interest & Fees 98,740.52 See Section 2,1,1 above

Additional Loan Interest 84.949.00 See Section 2,1.1 above
Subtotal Loan Proceeds 4,081,745.33
Total Cash Collected $ 6,050,642.36
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7.1.1. Marilyn Property Proceeds Received from Easy Investments

As of the date that Menaged filed bankruptcy, Easy was the titled owner of the property located
at 2048 East Marilyn Avenue (the “Marilyn Property”). Easy sold the property on approximately
June 16, 2016, and Menaged deposited net proceeds of $34,056.73 into a bank account in the
name of Scott’s Fine Furniture, and the funds were subsequently transferred to a bank account in
the name of AHF. The AHF account was also used to hold rental income from the Marilyn
Property and to pay related property expenses, Menaged transferred to his attorney’s trust
account the balance of $35,066.73, which represents the net proceeds from the Marilyn Property.

Pursuant to the Forbearance Agreement discussed in the Receiver’s Preliminary Report, AHF,
Easy, Menaged, and Furniture King guaranteed approximately $35 million in loans due from
AHF and Easy. Accordingly, on November 23, 2016, the Receiver, Menaged, and the Chapter 7
Trustee stipulated to the release of the Marilyn Property proceeds to the Receiver. The
Bankruptcy Court approved the stipulation shortly thereafter, and the funds were wired to the
DenSco receivership account on November 29, 2016.

7.1.2. Miscellaneous Furniture King, et al. Income

The Receiver sent a demand letter instructing Chase Bank to turn over to the Receiver all funds
held in Furniture King’s pre-receivership bank account as of the date it was placed in
receivership, or September 27, 2016. Accordingly, the Receiver received a cashier’s check from
Chase Bank in the amount of $951.43 on December 7, 2016.

In addition, the Receiver received (1) a check payable to Furniture King in the amount of
$105.43 for a utility refund issued by the City of Glendale; and (2) a check payable to Scott’s
Fine Furniture in the amount of $29.34 for an insurance refund issued by American Modern
Select Insurance Company.

7.1.3. DenSco Office Furniture Sale Proceeds

The Receiver received a check in the amount of $31.87 from the Chittick Estate representing the
net proceeds from the sale of DenSco office furniture during the estate sale.

7.2. Disbursements to Date

The Receiver has disbursed a total of $407,811.48 on behalf of the DenSco Recejvership Estate
as of the date of this report, summarized as follows:

ExhiBit #A"
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Table 5:
Summary of Cash Disbursements
As of December 23, 2016
Description Amount Reference
Professional Fees (Aug-Sep 2016) -
Receiver's Firm - Simon Consulting, LLC 136,117.67 See Section 7.2.1 below
Receiver's Counsel - Guttilla Murphy Anderson, PC 138,164.47 See Section 7.2.1 below
Receiver's Counsel - Fredenberg Beams 5,091.40 See Section 7.2.1 below
Gammage & Bumham 42,302.25 See Section 7.2.1 below
Subtotal 321,675.79
Miscellaneous Fumiture King, et al. Expenses
Warehouse Rent Expense 51,510.12 See Section 2.2.1 above
Fumiture Moving Expenses 24,613.50 See Section 2.2.1 above
Insurance Expense 4462.00 See Section 2.2.1 above
Subtotal 80,585.62
Property Insurance Expense - Winter Property 2,737.00 See Section 2.1.2.2above
Bank Service Charges & Wire Fees 2.269.07
Bond Expense 500.00
FirstBank Records Fee 44.00
Total Cash Disbursed $ 40781148

7.2.1. Professional Fees

Pursuant to the Court’s order dated October 24, 2016 regarding Petition No. 5, the Receiver
disbursed $36,927.46 to the Receiver’s firm, Simon Consulting, LLC, and $60,050.62 to the
Receiver’s counsel, Guttilla Murphy Anderson, PC for fees incurred from August 19, 2016
through August 31, 2016.

Pursuant to the Court’s order dated December 13, 2016 regarding Petition No. 6, the Receiver
disbursed $99,190.21 to Simon Consulting, LLC and $78,113.85 to Guttilla Murphy Anderson,
PC for fees incurred during September 2016.

Pursuant to the Court’s order dated October 13, 2016 regarding Petition No. 4, which authorized
the Receiver to engage the law firm of Fredenberg Beams to provide foreclosure services, the
Receiver has disbursed $5,091.40 to Fredenberg Beams for fees incurred from October 13, 2016
through November 30, 2016.

Pursuant to the Court’s order dated December 13, 2016 regarding Petition No. 7, the Receiver
disbursed $42,302.25 to Gammage & Burnham, PLC for fees incurred from August 12, 2016
through November 2, 2016 for work related to the recovery, analysis, and production of records
to the ACC and the Receiver.

December 23, 2016
PeterlS./Davxis, Receiver Date
Simon Consulting, LLC
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TERM SHEET

The provisions of this Term Sheet are intended only es an expression of intent on behalf

of DenSco Investment Corporation (*DenSco”) and Scott Menaged, Arizona Home Foreclosures,
LLC, Easy Investmeats, LLC and possibly other entities owned by or under the control of Seott
Menaged used to purchase real property from trustee sales (cellectively, “Borrower”). These
provisions are not intended to be legslly binding on DenSso or Borrower and are expressly
subject to the execution of an appropriate definitive agreement. DenSco and Bomower expresaly
acknowledge and agree that the contents of this Term Sheet are insufficient to constitute 8 legally
binding agreement as to its subject matter and that there shall be po binding azreement between
DenSco and Borrower until a definitive agreement is executed.

1L

TERMS

DenSco has advanced several loans o the Borrowers emtities. These loans are
seoured by a Mortgage/Deed of Trust, which DenSco intended to be in frst lien
position on each of the properties owned by the Borrower. Bormovwer is currently in
default far being delinquent in the payment of interest due DenSco for these loans.

Certain of Borrower’s properties were used as security for loans from other lenders
and for loans from DenSco.

Certain of these other lenders have retained Bryan Cave, LLP to rupresent them (the
“Qther Lenders™) in connection with the liens of DenSco and the liens of these Other
Lenders (each a “Conflict Property” and collectively, the “Conflict 2ropertics™).

DenSco and Borrower agree o cooperate and assist each other in connection with
resolving the dispute with the Other Lenders concerning these Conflict Properties.

As each of the Cenflict Properties are sold through an escrow, Borrower is to pay any
shortfall of furds required to satisfy the liens of the Other Lenders end DenSeo on or
prior to the closing of the sale of such Conflict Property. Notwithstanding the
Priority List defined and referenced below, the sale of such Conflict Properties to
thizd parties are to proceed pursuant to the timing spesified by the applieable
purcheser of the Conflict Property, so long as the Other Lenders and DenSeo are to be
paid through such closing.

Borrower and DenSco will work with the Other Lenders to obtain a Priority List of
the Conflict Properties from. the Other Lenders (the “Priority List”), This Prierity List
will list the order in whish the Other Lenders want each Conflict Property to be
refinanced se that the respective Other Lender is paid in full for the loan seeured by
such Conflict Property and its comesponding len will be released on sueh Condlict
Property.

A. The Priority List will be submifted to Diebbie Pihl at Magnus Tifle Agency
(*Magmus”). Magnous will arrange for the necessary title work and verify the pay-off
amounts for the Other Lender’s loan and artange for the elosing of the additional
funding from DenSce pursvant to a modification of its existing loan.
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B. Based on the pay-off amounts required to satisfy the loan of the applicable Other
Lender, as determined by Magnus above, DenSeco will submit fiunds to Magnus to
modify and increase DenSco’s outstanding loan to a LTV of approximately 95% of
the applicable Conglict Property. Borrower will be required to deliver the balance of
the required funds to pay-off and release the lien of the Other Lender on the
applicable Conflict Property and to provide title insurance to DenSco showing
Densco in first lien position to secure its modified loan. .

C. Borrower and DenSco have been assured by Debbie Pikd and Magnus that
Magnus bas sufficient resousces to process the pay-offs of all of the loans from the
Other Lenders associated with each of the Conflict Properties on or before February
28,2014,

D. Bortower and DenSco agree to and will deliver adequate funds 1o Magnus to pay-
off ell of the loans from the Other Lenders on or before February 2§, 2014.

E. After all of the loans of the Other Lenders (secured by any of the Conflict
Properties) have been paid off and released by the Other Lenders as set forth in
Section 5 and Section 6 A and 6 B above, DenSco and Borrower shall procesd to
resolve the lien disputes between DenSco and with other similarly situated lenders
pursuant to the procedures described in Section 5, Section 6 A and 6 B above.

Borrower agrees to the following:

A. Except for DeaSco, Borrower agrees to continue to pay the interest due to each of
the Other Lenders and any other similarly situated lender on a timely basis and to
keep such loans current and in compliance with its terms;

B. Borrower has arranged for private outside financing in the amouat of
approximately $1,000,000 (the “Outside Funds™), which is to be provided to
Borrower on or before February 28, 2014. Such Outside Funds shall be used
exclusively for the pay-off of the Other Lenders and any other similarly situated
lender (and any balance to be paid to DenSeo to reduce the anrount of DenSco’s
additional loans to Borrower, as provided herein);

C. Borrower has agreed to inform DenSco of all of the terms of Bottower’s
transaction to obtain the Outside Funds and the security provided for such Outside X
Funds, DenSco agrees to keep such information on a confidential basis, provided,
however, DenSco will be able to provide such terms and information to its investors,
legal counsel, accountants and other applicable professionals;

oAt 4t mam

D, Borrower agrees to provide any additional security to DenS¢o, as may be
requested by DenSco, to secure Borrower's existing obligations to DenSco and to
secure the additional obligations that DenSco is agreeing to provide pursuant to this
forbearance / workout agreement;

E. Bomower egrees to reimburse all costs and expenses, including *without limitation
title reports, amendraents or title insurance, investigation fees, and / or attorneys’

2001 12534.5 43820/170032
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fees, incurred by DenSco in connection with this forbearance / wor'sout agresment,
or the existing and / or any future lien disputes with the Other Lenders or any other
similarly situated lenders;

F. Bomrower agrees to use its good faith efforts to: (i) liquidate other assets, which is
expected to generate approximately 4 to 5 million US Dollars; (i) apply all net
proceeds from the rental of Borrower’s homes, or the net proceeds from the
acquisition and disposition of additional homes by Borrower, and (i) apply all finds
received from Bortower's continued good faith efforts o recover any other assets that
can be recovered from the missing proceeds from the multiple loans that were
advaneed from DenSeo and other lenders with respect to certain properties as
referenced above. Any additional funds obtained and / or made available to Borrower
pursuant this subsection shall be made available to and used by Borsower in
connection with the resolution of the lien disputes between DenSco and other lenders
as referenced above;

G. Borrower agrees to provide DenSco (and maintain in effect) a life insurance
poliey (from a life insurance carrier reasonably appraved by DenSco) in the amount
of $10,000,000, insuring the life of Scott Managed with DenSco named as the sole
beneficiary, until alf obligations pursuant to the forbearance / workout agreement
have been full satisfied; and

H. Borrower agrees to provide DenSco with a personal guaranty from Scott
Menaged, guaranteeing all of Bomower's obligations pursuant to the forbearance /
workout agreement, Further, Borrower agrees to provide a re-affirmation and consent
from Scott Menaged to restate and re-affirm his personal obligations as set forth in his
outstanding personal guarantees of DenSco’s loans to Borrower, so that the terms and
provisions of the forbearance / workout agreement will not cause or create any waiver
of such guarantees, but rather will rafify and guarantee all of the Borrower's
obligations, as such obligations may be increased by the actions of DenSco and
Borrowers pursuant to the terms and provisions of the forbearance / workout
agreement,

8, DenSco agrees to the following:

A. 80 long as each Borrower is in compliance with the terms of the workout
agreement and any other agreement with DenSco, DenSco will forbear from taking
any action to accelerate its loans to Borrower and to commence foreclosure action
against the assets of Borrower;

B. DenSco will defer (but not waive) the collection of interest from. the Borrowers on
DenSco’s loaas to the Borrowers during the process to fund the amount due to the
Other Lenders in connection with the Conflict Properties (All deferved interest on a
particular note from Borrower to DenSco shall be paid to DenSco on or before the
payoff of the applicable note);

200112534.5 438207170082
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C. DenSco will provide a new loan to Borrower in the amount up to One Miilion US
Dollars, which loan is to provide for multiple advances, eamn 3% annual interest to be
secured by a first lien position against certain real property to be approved by DenSco
in its sole discretion, and the obligation is to be personally guarantesd by Seott
Menaged (the “Additional Loan™); and

D. So long as each Borrower is in compliance with the terms of the forbearance and
workout agreement and any other agreements with DenSco, DenSco agrees to comply
with its obligations set forth elsewhere in this Term Sheet, including the obligation to
modify its existing loans to the Borrower that are secured by the Canflict Properties,
so that the amount of such loans shall be increased to 95% LTV as indicated above,

Borrower and DenSco acknowledge and agree that this forbearance/ workout

agreement shall not constitute nor create a joint venture or partnership arrangement
between or among DenSco and any of the Borrower.

[Signature page to follow:]
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The above terms are agreed to this __ day of January, 2014 by the following.

By:

Denny Chittick? —
Its: President

ARIZONA HOME FORECLOSURES, LLC

By: ”—’Z//

Yomtov “Seott” Menaged
Its: Member

EASY INVESTMENTS, LLC O

2/ _
By: /
Yomtov “Scott” Menaged
Its: Member

YOMTOV “SCOTT" MENAGED, Individually
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RECEIVER_001337

Simon Consulting, LLC
Arizona Corporation Commission v. DenSco Investment Corporation

DenSco Investment Corporation

$1 Million Workout Loan - As of 07/28/16 (Date of Denny Chittick's Death)

LoanDate  Loan No. Property Address City, Zip __Loan Amonnt
12113713 4584 11509 E Pratt Ave Mesa, 85212 90,000.00
12127113 4545 3150 E Beardsley Rd #1030 Phoenix, 85050 59,332.07
01/02/14 4233 1262 E Clifton Ave Gilbert, 85295 121,866.92
01/02/14 4626 12614 N 62nd Street Scottsdale, 85254 149,641.24
0L/15/14 4532 516 WDublin St Chandler, 85225 57,589.04
01/16/14 4513  16010N 170th Ln Surprise, 85388 66,798.72
01/16/14 4516 13425 N 56th Lane Glendale, 85308 57,724.34
01/16/14 4524 23687 W Wayland Dr Buckeye, 85326 51,057.68
01/17/14 4573 11634 W Adams St Avondale, 85323 54,718.72
01/17114 4574 25863 W St James Ave Buckeye, 85326 44,801 81
01/17114 4611 14904 W Port Royale La Surprise, 85379 62,346.80
oV17/14 4628 7752 E Obispo Ave Mesa, 85212 99,290.55
04/29/14 4307 2681 § Palm St Gilbert, 85295 34,836.09
04/30/14 4729 8742 W Gravers Ave Peoria, 85345 52,528.37

TOTAL: __1,002,532.55
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Message

_ From: Denny Chittick [demoney@yahoo.com]
P Sent: 1/6/2014 12:59:08 PM
O To: Beauchamp, David G. [dbeauchamp @clarkhill.com]
Subject: ° seeattached

Attachments: Bryam Cave Doc.pdf

read the first two pages, then give me a call.
thx
dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

O
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Kobert j. Miller

Diicoot {652} 364-T043
 Fa (02 T16-8033

similles{@brpancave.tom

Jaguaty 6, 2014
-DE R

Densco Investment Corporation
6132 W. Victoma Place
Chandler, AZ 85226

‘R Mortgage Recordation; Demand For Subordination
Drenr Mr. Chitticlk:

This law firm represents Azben Limited, LILC {“Azben™, Geared Equity, LLC
(“(Geared Bquity”) and 50780, LLL in coamectionn with their dsputés with you and
your cormpany, Densco Irvestment Corpotation (“Denseg™. As you know, Geated
Equity awd 50780, LLC previcusly made various loags fo Arizoma Home
Foreclosures, LLC and/er Easy Investtnesits, LLC {collectively, the “Bortower,
Sell Wholesale Fandiag, LLC (“SWF”) also made cettain lodns to Bartower which
were collaterally assigned to Azben. Azben, Geaeed Equity, and 50780, LLC will be
collettively teferred to heteln as the “Licnholders,” Geared Equity, 50780, LLC, and
SWPF will be collectively referved to herein as the “Lenders.”

This demand letter addresses the Lienholders® loans to the Botrower and the real
propetty collateral deseribed on Exhibit A attached hereto ffhe “Loans” and the
“Propetties.” respectively).  The Lenders made each of the Loans to the Borrower
for the specific purpase of providing purchase money finanding so the Bomower
would have sufficient funds to acquite the Froperties through trnstee sales conducted
under Atizona law. The Lenders, in each and every instance, deliberately advanced
the loan proceeds pursuant ta cettified funds deliveted diteetly to the trastee and
neved a receipt from the trustee to delivery of such fimds, The Lenders,
in each and every instance, also promptly recorded deeds of trust confirming o semior
lient position on each of the Propesties.

The Lienholders recently learned that your company, Densro, engaged in a practice
of secording a “mortgzge” on each of the Properties un or around the same tire, a3
the Lenders were recording their senior deeds of trust. In each and every instance,
Densco’s terorded mortgage states that Densco provided purchase money funding
and that Densco’s loans ate “evidenced by a check payable” to the trustee for eack of
the Propesties.

‘Yhus, Densto is taking the position i revorded documents that it provided a
putchase mongy load to the Bomgwer with tespect to each of the Propérties.
152649.3

O

Bryaw Caye LLF

0no Bgaalssones Squase
‘Two Narth Cenral Avenus
Suite 2200

Phopnix, AZ 850084905
Ta! (562} 264-2000

P {602) 354-7070
wiiv.bryancava.gom

Bryas Cave Officrt
Adantz
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Chicago

Dalas

Hatbury

Hong Komg
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Mr. Denany J. Chisticle Bryap Cave. LLP

Januaty 6, 2014
Page 2’

Pr.efm]mably, Denseo is taking the position that it alleged lodn is senior to the Yens of the Liesholders
with respeet o earh of flie Propertles. Of coutse; this is a practical and Tegal impossibifity sinee, in
cach and gvery itstinice, only the Lenders provided the applicable tenstee with certified Funds
supporting the Borrowes's purchass:money aequisition fof each of the Properties and, with respect to
the lozns made by $WF, Azben “stands in the shoss” of SWE as the senior purchase money lender.

This demand letter provides Dens¢o with 41 opportunity to immediately datify its position and rectify
this sitwation. Because of the seriousness of this sitnation, the Leaders ate presenting their position &
a fortnp] detmand of you and Denseq. The detand is as follows:

Included herein ar¢ two fotms of suborditation agresment — one forne document applies to the
Aszben loans and the other form applles 1o the Ioans of Geared Equity and 50780, LIC. The
Lignholders herehy demand et Dessco agree 1o complete and deliver this exact fortn of
subordination agreemert for eath of the Properties t0 my office so that these completed
subordinafion aprecments may be fecorded and delivered to the Bortower.! If Denseo duoes hot
immediately so agree in wiiting and complete this enfire subordination defivery process by no later
than five. (5) business days Fom the date of this demand letter, then the Lendets will immediately
comymence litigation agadnst Densco and the other parties involved in this sitnation.

Please give this matter your itmnediate and undivided attention. While the Lienholders will b
assécting all of the ¢laims they hgve against the patties involved ia this situation absent the timely
completionn of this subordination process, the most obvious claims the Lisnholders will assect ater ()
fand and cospitacy to deftand; (@) hegligent mistepresentation; and @) wrongfial recordation
pursyaat £ ARG, §33-420, The Licoholders resecve dll of their sights and remedies apainst Densco,
you, attd all atlter parties, atd no such rights or remedies afe waived, modified, or impateed in any way
pussuant to this demand letter or otheryise.

bl

Robett J. Miller
FOR THE FIRM

R]M:se
Baclosute

| Property addresses pad ofer “form” information will need to, be included i each subordinition sgreement, My
firm will enly commeqce preparing a subordinetien agreement for each Ipsn wien fgwd#@doconﬁmﬂedh on f: p:;wded Mtzat
Densco has encondifionally agreed to exesute each sibordination sgreement in-the form en osed betein. A sahordination
agreement is zequired for each and avery lown even though pevesal of the Joans have been paidin fufl and evext though i
sevaml instances it is wery clear thre Densco mostgage was tecorded afer the Leider’s decd of trust was recorded — the
Lenders ate entitled to total and permdnent clavity on all of these issnes aow, '

752649.3
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. Bryan Cave LLP
Mz. Deony J. Chittiek O

January 6, 2014
Page 3

{1~ VIA FEDE EXP 8 (w/encs,

Kurt Johntson Associates, PC
23005 N. 15th Averme

Suite 2

Phoenix, AZ 85027
Seatutery Agent for Densco

Asbren Limited, LLC (w/0 encs.)
Geared Equity, LLC (/o encs)

50786, LLC (w/o encs.)
Jell Wholesale Funding, LLC (w/encs.)

O

7526493
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A

Azben Limited, LLC Loans

Loan # Street Address.
6445 Shellatn, 7134 W
5448 Palriier St, 3828 £
5506 Palm St, 2681 §
5514 Horsetail Trail, 1751 W
5594 Maui Ln, $3920 1
5697 66th,Dr, 10pZ0 N
8619 Millbrae Ln, 2885 E
§620 Woeod Dr, 1502'W
$621 170fh Ln, 16016 N
5629 Wayland Dr, 23687 W
5631 Lobo Ave, 10125 E
5641 Dublin St, 516 W
6644 Sunsiles Dr, 18915 N
8645 Cortland, 3043 &
5648 Yale, 13558
5660 Kent Ave, 3425 E
5867 101st Dr, 2027 8
6872 Péack Dr; 3087 W
8679 Colenial Dr, 977 S
£6380 220th Ln, 10408
G484 Tyson 8t, 4232 E
5685 Navajo S, 16739 W
890 Milburn, 2718 S
5681 Hassett, 1268
5693 Ogelsby Ave, 11603 W
5654 Cristine Ln, 15820 N
5695 85th Dr, 1628 S
el Pugst Ave, 18146'W
8720 Garibbaan Ln, 14869 W
5792 Rose Gapden Lo, 3014 W
§724 Valley View Pr, 4118 W
§728 Gelding Dr, 4805 W
5729 faldenada Dr, 3247 E
5730 Anderscn Br, 3830 W
5742 Dlla Ave, 9822 E
5764 Whyman $t, 25510 W
5758 233rd Lp, 18978
5757 Bent Tree Dr, 2507 W
5760 Arsaididg Ave, 10836 E
57681 Sundance Way, 523 W

7526403

Exhibit A

city

Phoenix
Gllbert
Gilkert
Phoenix
SBurarise
Glendale
Glibert
Pheenix
Surprse
Buckeye
Mesa
Chandler
Surprise
Mesa
Mesa
Gllbext
Tolleson
Glendale
Gilbert
Buckeye
Olkert
Govdyear
Mgsa
Mesa
Youngstown
. Surprise
Tollesen
Waddegl)
Surprise
Phoenik-
Laveen
Glendale
Phaenik
Glendale
Mesa
Buckeye
Buckeya
Phoenit
Mesa

Chandler

A-1

Paid in Fijll

Paid in Full '

Paid in Ful

Faid in Bull

Paid in Full

CH_0D00832



Geared Equity, LLC Loans

Loan# Street Addrass City

13-8061 10440 W. Hammand Leng Tollegon

13-6094 30817 N. MessherWay Anthem Way

. 136104 W. Via Monfoya Drive Phpgnix
13.5105 11509 E. Pratt Ave Mesa Paid fa Eull
13-8113 70T E. Ppfter Drive Phaenix Property under review with Trusfee
for possiblé rescission of sale

13-6114 14804 W. Port Royale Lane Surprisa.

13-8+18 4728 W. Carson Road Laveern

138122 978 N. 85th Place Stollsdale

13-8128 835 8. 8t Paul Mesa

§0780, LLC Loans

Loan# Street Address City.

13-1020 8116 E. Onizg Avenlie Mesa

13-1054 11634 W. Adams Street: Avondale

13-1052 25863 W. Saint James Averug Buckeye
7526493
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RECORDING REQUESTED
BY AND WHEN RECORDED
MAIL TG

AZBEN LIMITED, LL.G,
1273 S. Clearview Avenue
Suite 103

Mesa, Arlzona 85209

Spaco Above Thia.LIife for Rececder's Use.Only

SUBDRDINATION AGREEMENT

NOTICE: THIS SUBORDINATION AGREEMENT (THIS “ASREEMENT”) RESULTS IN YOUR
SECURITY INTEREST IN THE PROPERTY BECOMING SUBJECT TO AND OF
m;mom THAN THE LIEN OF SGME GTHER OR LATER SECURITY

ENT.

THIS SUBORDINATION AGREEMENT (‘Agreement"), mada this day of January, 2014, by SELL
WHOLESALE FUNDING, LLG, an Arizona limitgd liability eompany (Nereinzfier referred o as “Senlb
Cretfitor”), whise nialling address is 4105 N. 20™ Streot, #210, Phoenix, Adzena 85016, and DENSCO
INVESTMENT GORPORATION, -an Arizand corporation (Herelnafter reférred to 48 "Jurifor Creditor”),
whose mailing address [$ 6132 W. Victaria Place, Chandier; Arizona 85226;

WITNESSETH

THAT WHEREAS, Arizdiig Home Foreelosures, LLE, an Arfzona limited Jiabjiity sompany {herejraRer
referret! to- as "Owhner’), is the owneér of the Jand Hereinafier deseribed vn Exhibit *A” attached hereto:
and inada & part hereof (the "Land” or the “Property™; and

WHEREAS, Owadt, as morfgagor, ekesufed a Mattgage {"Junfor Mortqage”) dated Seplember 16,
2013, to and for tha banefit of Junior Creditor, a8 morigages, and reeorded on Septerber 17, 2013 at
§:32 a.m., ay Instrument Np. 20130832534 in the Repords of Maritops Gounfy, Arizona (‘Records”),
purpdriing to erculfiber the Land, which Junior Mordgege purpertedly secures payment of the sum of
$140,000.00 ("Junlor Liabjlitles”)- which night come due under or pursuant o @ purported loan made by
Juaioe Creditor to Ownier In Such purpoited amount refefbnced. In said Junipr Mortgage. When ysed
herzin, tha tert “Junier Morgate” shall motonly meéin and refarto the Junipr Mertgage stated above, hut
alse fo: i) any re-resordation thereof; and Ii) thatcarfain Deed of Trust and Assignment of Rents, of even
date with the Junior Mortgage {“Junior Deed of Trust’), made by Owner, as trustor, to First American
Tifle, a3 trusize, 1o and Tor the peneft of Junior Creditor, as beneficiary, which Junior Deed of Trust was
recoried September 27, 2013 as Instrument No. 2013-0863555 I the Records; and

WHEREAS, Owner, as frustar, giso execulsd that carain Deed of Trust and Assignment of Rents

(“Senlor Deed of Irruit") dated September 16, 2043, ta Fidelity National Title, as trustee, to and for the

benefit of Senior Crediior, as bereficiary, which Senior Deed of Trust secures payment of a Promissory

Note &f Qwrier ¥ Senior Creditor Iit the original etated principal amount of $144,080.00 (Pirchase
Page1of8
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Money Note"), recorded September 17, 2013 gt 9:60 d.m. as Instrument No. 2033-08332010 in the
Records:. Proceeds from the Purchase Money Note wére: used to pay, and represent, gurchase money of
and for the Property. The beneficial interest ip the Senior Deed &f Trust was thereafler ¢ollaterally
dssigned by Serlor Creditor fo Azben Limited, LL.G., an Arizona limited ability company (hereinafter
referred to as "Azben’), by Celaterdl Assignment <f Befleficial Interest Urider a Single Deed of Trust
dated Septersber 16, 2043 and recorded on Segtemitier 17, 2073 as Instrumient No. 2013-0833044 in the
Records, and subsequently re-recerded or October 25, 2013 as Instrument No. 2013-0840822 in the
Records to eorrect the recited date of original recerdation of such dogumerit. When used herein, the term
"8enior Deed of Trust” shall pet only mean and refer 16 the Senior Deed of Trust, but also fa the re-
tepordation thereof bn October 4, 2013 as Instrupgent No, 2013-0885110 in the Records. Capitalized
terms not otherwise defined herein shall have the meanings given them in. the Senior Dead of Trust: and

WHEREAS, Senior Greditor and Junicr Creditor have Tarther agreed that the Junior Liabilities secured by
the Junior Mortgage ere and shall be subordinated o {he Purchase Monhey Note ard to oftier sums due
and owing thereunder and ungler the Senior Deed of Trust (collectively, the “Sanlor Liabilities”), all in
aecordance with the terms hereof; and )

WHEREAS, Senier Greditor and Junlor Creditor htve further agreed that )) the Senior Desd of Trust,
s&curing the Purchase Money Note Hpti fépresenting purchase money for thes Land, Is & fign or charge:
upon the Land prior and suparior to the lign or chargs of this Junfer Mortgage, jij that Junior Creditat wilk
specifisally and unconditionally suburdinate the lien or charge of thie Junior Mortgdge o the llen ar charge
of the Senlor Dest of Trust, and jif) that the Junior Liabilies secured by the Junior Martgage are
subordinated to the Senior Liabflitles, all a5 more fully set forth herein below: gnd

WHEREAS, it Is to the thutiea) benefit of the parties herefd that Senfor C;ed,itér rat: iy take any formal
action (which wauld enfail time and expense and in which Senior Greditor would prevail) to establish the
first and prior nature of the lien 6f the Senior Derd of Trust; 1) insfitute Immediate aetion for foreclosure of

the Senlor Desd of Trust which might result In proceeds insyfficient to defray'both the Senior Lizbilifias.

and the Junior Liabllities (it being understood that Senior Credifor's forbesrance in this regard fs Tmited to
Owner's default (Qwner's Refording Defauit’§ under the Sehior Deed of Trust socasioned by fha
existence of the Junior Deed of Trust and not to any ather curent or future defaults under the Seniar
Doed of Trust, Including, without limitation, failure to pay at niahurity or ta perform any other terms and
conditions ©f the Semer Deed of Trust or the Purchase Money Note [heraln,. "Other Dafatihts"D; and i)
presently erforce the right of Sepior Creditor-to charge intérest at the default rate under thy Senior Deed
of Tryst {it being understpod that sich forbearance is fimjted to the efféct of Owner's Recarding Default
and not to any Othér Defaults) which would he in priority to the Junior Liakilfigs, and Junior Cregitor Is
willing to agree that the Senior Deed of Trust sécuring the Plirchase Meney Note shall constitute g llen or
charge upon the Land which is unconditiopally prior and superier t6 the lien pr charge of the Junjor
Mortgage.

NOW, THEREFORE, In consideration of the mutual benefits gceruing to the partiss hereto and other
aluable consideration, the receipt.and sufficlency of which congideration is here,bl); atknowledged, andin
erder to induce Senlpr Creditor to fortwar fram taking formal aclisiis ta estabilsh the fieh priority of the
Senior Deed of Trust, te net institute any forétlosure actions o acsount of Owriers Recarding Default
and riot presently enforce Interest at the default rate due on the Purchase Money Notg on account of
Owner’s Recording Default, it Is hereby declared, indersiood and agreed as follows:

(1)  That the Senfor Deed of Trust Seeuring the Sepior Liabilifies, and any renéwals or extensiohy
thereaf, shall untenditionatly be and remain at all tmes a fien or charfje on the Land therein described,
prior-and superior o ilie lien or charge of the Junior Mortgage. . .

2) That this Agreenient shall be the whole and only agreement wlm}egard to the subordination of
the lien or charge of the JJunior Morigage t the lién ar charge of the Senior Deed of Trust. . .

Page2ofs . T L
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O

3y  That Senior Crediter tmay amend the Seniar Deed of Trust or the Purthase Money Npta in any
manner Without the prjor wiiltent consent of Jynjor Craditor. No-renzwall, madification or extension of time
of payment of {he Senior Linbiiities, and no reledse or surrender of any security for the Senior Liabilitiss,
orthe obilgatlon§ of any endogsers, suréties or guarantors thereof, o release fram tha terms of this trany
other subbrdination agreement of zny claims sobgrdinated, and no detay or omission in exerdsiig any
right or power-on account of by in ecanection with the Senior Liabilties, er under this Agreement, shall, in
any ménner, impalr or affect the rights and dufies of Setiior Creditor or Jupier Greditar., Senlar Creditor, i
its uneontrolled disgretion, may waive or release any tight or qption accorded Senior Treditat under
this Agresmerit without the cansent Junior Greditor, end without otherveiss In any way affecting the
obligations Junior Creditor hereunder. Junior Creditor hareby waives notite of the creafion, exjstence,
renewal, modification or exfensian of the time of payment, of the Senipr Liabjlifies.

{4 ‘That Junior Creditor may not amend the Juniar Mortgags in any manner that would maleriglly and
adversely affect the Senior Liabilities or the Property, including, without limitation, Ingreasing the. face
amipunt of the -Junior Liabiliies, increasing the interést rate or any pagmient ebligations undgr the Junior
Lizbiiities, or expanding Junlor Greditor's securlty Inféresfs and liens. underthe dunior Loan relatiig to the.
Property, without the prigr written consent of the Senier Creditor, Junivt Greditor shall give Senior
Credifor written natice as well a3 coplea of any such gmendments within fig (5) business days after such
docuntents have been executed by Jurior Creditor. - :

5) That Junipr Creditor shall send to Senlor Creditar a writerr copy of any tatices given fo Owner
regarding: {ij any default under the Junior Marigage or Juriior Liabilities; or {ll} any event, with the giving
of such notice or the passags of time without cure, would result in a default urider the Junior Mortgage: or
Junior Liabiliies.  Junior Creditor dgrees that gll such hoticss to Benldr Creditor shall be sent
contemporaneously with the sending of suchy'nofices to Dwner, Senior Crediter shall send to Jynior
Crediter a written copy of any nefices given to Qwner regarding: {f) any defaull under any of the
Purchase Money Note or the- Senlor Deed of Trust; or (i) any event, with the'giving: of such nofice or the
passage of Urtle without cure, wetdd result in a default or Event of Default upder £ither the Purchase
Money Ngte qr the Senior Deed of Trust. Senior Sretitor agrees that all such notiges ta Junior Credjtor
shall be sent contemporanspusly with the sending of such nblices 1o Owner. Senlgr Creditor and Junier
Creditor shall ea¢h have the righf, but not the obligation, to gure any default by Owner under the Junior
Mortgage, on ohe hand, or-the Purchase Money Note or the Senlor Deed of Trust; on the other hand, and
respectlively. In atdition, at.any tinte and from fime Yo time, Jurtior Craditor, at its 'option, shalt have the
right to fully repay the Purchase Money Note In full, fogether with pcerued but-unpaid interest and all of
Senior Lender's costs and fees thereunder, In which case. Jurior Creditor shall be entitted ta all 6f the
fights and benefits of Senipr Lerider thereunder. ! )

{6) Nofwithstanding any lien now teld or hereafter acquired by the Jupior Creditar, the Senlor
Ereditor maly take passession of, sell, dispose of, and otherwise deal with-all ar any part of the Pmperty.
and may enfoica any right or remetly avaflable to it with respect o the Owner or tha Praperty, &l without
tictice fp or tha consent of the Junior Craditor except as specifically required by mpplicable-law or this

Agreement. The Senior Creditor shall have no duty to preserva, protect, care for, [nsure, take possession

of, callect, dispese of, or othenwise realize-upon any of the Property, except in aegardancs with applicable
law {ingluding the Arizona Uniform Caormercial gode). antd in no event shall the Senior Greditor be
deemett the Junior Creditor's ggent. with respect to the: Property. All proceeds recelved by the Senior
Grdditer with respect to the Property, or &ny portion thareof, may be: appiled, first, to pay qr retmbyrse the
Senior Credifor fof all costs and expenses {including reasonable afiomeys' fees)- Ingurred by the Sendor
Gredittr in connection with the cofledfion, of such proceeds, and, second, ta any Senior Ljabilifies gecuvaﬂ
by the Sahior-Deed of Trust In any opder that it may choese or as offierwise required by the Paichase
Money Note of applicable law, and, third, to the Junier Liabilities, L

7 That, urtil the Senlor Liabifties are paid In full, dunior Creditor agrees, except as expresshy set
gur)th herein, o not take any acilon or mxercisa any remedies under the dunfor' Deed of TrUSi or with
respect of the Junior Liability or ta cajse Cumer to veluntarily ar invelyntarily seelc'relief from is ereditors,
appointmunt of a2 recaiver, liquidator or trusted for alf or a major part of ils gssets aor file & pledding or
answar In ary proceeding admitting Insolvency, bankruptcy or [nability of pay s debts:gs th.ey mature,

Page30f8 )
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(9) Thatif: (a) there occurs any casualty to the kuildings or iniprovements consiriicted on the O
Property that is covered by Insurance; or (b) any portion of the Property Is condemned or takem undera
power of eminent damain, Senfor Crediitor shall have the sola right, witheut ariy involvement or rights of
Junlor Creditor, fo adjust, pollect atid sompronise, In its sele discretior, all insurance progeeds and
eompensation and awards issited on account of such adfion. :

{18) That the Recitals set forth gbova &re incorporated by reference into the bady of the Subordination
Agreement asif fully re-wriften herein,

:
W 'l' L N

(11)  N& addition to or mbdification of any tewh or provision of this Agresmenf shall be effetfive unioss
set forth in writing and sipned by both Senfor Creditor end. Junior Creditor: .

(12) ~ That each of Senior Uraditor and Junior Creditor and aitemsys for each such parly have
participated in the drafing and preparation of fhis Agreement. Therefore, the provisions of fhis
Agresment shall not bie construed in faver of ar against eiftrer Senior Creditor or Jutior Credifor; but shall
b® canstned as if belh Safiigr Creditor and Junlor Creditor equally prepared this Agreement.

(13}  That this Agreement may be executed |n counterparts, .each of which shall constitute an btiginal,
but all of whith together shall constitute a single agreement. The signature pags of gny sounterpart may
be dotached therefrom withiqut impairing the legal effect of the signafure(s) therepn provided such
sighature page Is gitached ta any ather counterpart identical therete except having additional signature
pages axecuted hy thé other party.

(14)  That the laws of fhe Stata of Arizana applitable to eontracts to be perfarmed whlly within
Arizona shalt govern this Agreement. ' o

-

* ~

NOTICE:  THIS SURORDINATION AGREEMENT CONTAINS & PROVISION WHICH ALLOWS
THE PERSON OBLIGATED ON YOUR REAL PRQPERTY SECURITY TO DBTAIN
SPECIFIC CONSIDERATION, A PORTION OF WHICH MAY BE EXPENDED, UTILIZED
ﬁgglon APPLIED FOR QTHER PURPQSES THAN THE IMPROVEMENT OF THE
D- . - . .

L

H -

IT 48 RECOMMENDED THAT, PRIQR TG THE EXECUTION OF THIS SUBGRDINATION ©
AGREEMENT, THE PARTIES coﬂs%j.r WATH THEIR ATTORNEYS WITH RESPECT

{ALL SIGNATURES MUST BE ACKNOWLEDGED) .

{Remainder of page intentionglly biank.)

Pagedef8 - ; el e oo ; O
y ¢ s M ‘-.- ;, n N -
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O SENIOR CREDITOR:
SELL WHOLESALE FUNDING, LLC, an Arizona fimited liahility company

By:
Printed Name:
Titles:

STATE OF ARIZONA ¥

Jss.
County of Maricopa )
On_ , befera me, the undersigned Notaty Public, persomaliy appeared

the
of SELL WHOLESALE, FUNDING, LLC, an Arizbna fimited llability company, persarially EEW to
me {or proved fo me bn thg basls of satisfactory evidehts) to be' the person(s) whase namels) isfate
subscribed 0 the within instrument and acknowledged fo me that helshefthey executed the same In
histher/thelr authorized eapadity{les) and that hisherthejr signaturg(s) qn the Instrument the person(s) or the
entity upon behalf of which the person(s) acted, exetutet tha instrument. .

WITNESS my hand and official seal,
7
O My Commissien h Notary Public . .
Expires: . _—

O Page § of 8
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JUNIOR CREDITOR:

DENSCO INVESTMENT CORPORATION, an Arizonta carporation

By:
Denny J, Chitfick, President

STATE OF ARIZONA )
jss.
County of Maricopa )

on . » befors me, the undersigned Notary Public, pessonally appeared Denny J. Chittick,
President of DENSCO INVESTMENT CORPORATION, an Arizona corporation, personally known to me (er
proved to mie on the basis of satisfactory evidence) to be the person(s) whose namefs) isfare subscriked o the
within Instrument and acknowledged ta me that hefshefihey executed the same in histherftheir authorized
capacity(fes] and that his/herithelr signature(s) on the instrument the person{s) or the enlity upon behalf of
which the person(s)acted, exeouted the instrument.

WITNESS my hand and officlal seal.

iy Commission Notary Public
Expires:

Page 8 of 8
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AZBEN CONSENY

The undersidned AZEEN LIMITED, LL.C., an Arizona fimited llabifity company, hersby consents ta the
foregaing Subordination Agreement betwsen Sell Whalesale Funding, LLC, an Arizehy Jimited liakility
gompany, as senfor creditor, énd Dénsco Investment Corporation, an Arizona torporation, &s junior
crediter, pertalning to the Land more parficularly described on Exhiblt “A* attached heratg.

AZBEN LIMITED, L.L.C., an Arizona limited lability company

4

4 "Broo L. Higitt, Manager

STATE OF ARIZONA y
Jss.
County of Maricapa )
Oon , befare me, the undersigned Notary Public, personau;; appeared Broc C. Hiakt,

Manager of AZBEN LIMITED, L.L.C,, an Asizena fimited tiability company, persenally knowe to me {or
proved ta me ot the hasis of satisfactery evidencey to ba the person(s) whese name(s) Is/are sybsctibed
to the within instrument and ackhowledged to me that helshefihey executed the samé in histherdthefr
authorized capacily(ies) 4nd that hisherthelr signature(s) on the instrument the person(s) or the enfity
upon behalf of which the person{s) acted, exgéuted the instrumient. | )

7

- ‘WITNESS my hand and official seal.
My cemmEslgn Notary Public
Explrgs:

£ ..

’
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EXHIBIT “A”
Description of Property

Lot 176, of SUBDIVISION LINDSAY AND WARNER, according te the Plat of Retord i
tha Office of the County Recorder of Maricopa County, Arizona, recorded fh Book 610 of

Maps, Pags 17.
APN: 300-25-432

Pape 8of8 O
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RECORDING REQUESTED
BY AND WHEN RECORDED
MAIL TO:

GEARED EQUITY, LLO
6428 E. Camelback Rd.
Seottsdale, Arizona 85231

5

Spdca Above This LIt for Récorders Uss Oy

SUBORDINATION AGREEMENT

NOTIGE:  THIS- SUBORDINATION AGREEMENT (THIS “AGREEMENT") RESULTS IN YOUR
SECURITY INTEREST IN THE PROPERTY BEGOMING SUBJECT TO AND QF
&qgssmzndgnm THAN THE LIEN OF SOME OTHER OR LATER SEGURITY

THIS SUBORDINATION AGREEMENT {"Agreement’), made this . ddy of January, 2014, by
GEARED EQUITY, LLC, an Arizona fimited liabilty company (herefnafter referred to as *Senior
Creditor"), whese mailing address is 5828 E. Camelback Rd., Phogniy, Arizosa 85251, and DENSGO
INVESTMENT GORPORATION, an Arizona corporation therelpaler referrad to as "Junior Creditor™),
whose malling address is 8132 W. Victorla Place, Chandler, Arizona 85226;

WITNESSETH

THAT 'WHEREAS, Arizona Home Foreglosures, LLC, s Arizéna (mited liability company (herelnaftar
referred fo as "Owner’), Is the owner of the larnd hereinafter descriked on Exhilbit “A? aftached heretn
and made a part hereof (the “Land” or the *Property™); and -

WHEREAS, Qwner, as mortgagor, xecuted a Mortgage {"Junior Mortgaga”) tated August 6, 2018, to
and for the benefit of Junior Crexiiter, as morigagee, and racarded pn August 6, 2013 at 12:46 p.m., as
Instrument No. 2013-0217138 in ths Records of Maricopa Counity, -Arizona ("Records™, purparting to
eneumber the Lénd, which Junior Mortgage purportedly secures paynternit of the sum of $150,006.00
(Junlor Liabilities”) which might come due under or pursuant fo g purported: ioan made by Juniar
Crediter to Owner in such purparted amount referenced in sald Junior Marigage, When used hersin, the
term "Junior Morfgage” shail rot only mean and refer to the Juniot Mortgage stated shave, but alsg to: 1)
ahy re-recordation thereof, and if) that certain Desd of Trust angd Assigrment of Rents, of even date with,
the Junier Mertadge (“Junier Deed of Trust’), made by Qwner, as trustor, fo Trusies Corps, as trustes,
to and for the benefit of Juniar Creditor, as beneficiary, which Junlor Deed of Trust was recorded August
21, 2013 és Instrument No. 2013-0760511 in the Records; and

WHEREAS, Ovrner, as trustor, also exscuted that gertain Degd of Trust and, Assignment of Rents

{"Sanior Deed of Trust) dated Atgust 8, 2013, fo Thomas C. Wilmer, Esq., as trustes, 1o and for the

benefit of Senior Gredjtor, as bengfigiany, which Senlor Deed of Trust secures payment of 1 Promissory

Note of @wner to Senlor Creditor in the original stated principat amount of $152,800.00 (‘Parchase
Page 1 0f7
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Muoney Ntte"), recorded August 7, 2013 at 12:42 p.m. as Instrument No. 20180721398 in the Recolds.
Proteeds from the Pyurchass Money Nole were wsed to pay, and represent, purchase money of and for
tha Peoperty. YWhen used herein, the term "Sénior Deed of Trust® shall not only mean and refer i the
Senior Deed of Trust, but also to the re-rederdation thereof on August 22, 2013 as Instruntent No. 2013-
0765233 in the Recards. Capitalized tgrms not otherwise defined hereln shall have the meanings given
them in thia Senjot Deed of Trusf; and

WHEREAS, Senior Craditer and Junior Creditor have further agreed that the Juniar Liabilities secured by
the Junior Mortgags are and shall be subordinated to the Purchase Money bloto and {o ofhtr sums due
and owing thereunder and under the Senior Deed of Trust {tollectively, the “Sehior Liabilitles”), all in
aceordancs with the terms hereof; and

WHEREAS, Senior Creditor and Junior Creditér have furthgr ageed that i) the Senior Deed of Trust,
seauring the Purchiase Meney Nete and representing purchase meney {or thé Land, is a llen or charge
upon the Land prior and superior ta the lien or charge of the JJuhior Morigags, ii) that Junior Creditor will
specifically and unganditionally subasdinate the fien or charge of the Junier Mprigage to the lien or chamge
of the Senlar Deed -of Trust, and iii) that the Junior Liabiliies szcured by the Junior Morigage are
sukprdinated to the Genior Liabilities, ail as mere fully s&f forth herein below; and

WHEREAS, [t is to the mutual benefit of the parties hereto that Senjar Credjtor not: i) take any formal
actiori (which would entail ime and expense and inwhich Serlior Creditor would prevai]) (o establish the
first arid privr nature of the.lien of the Senior Deed of Trust: i) instiute irmediate actipn for foreclosure of
the Senior Deed of Trust which might result In. proceeds insufficient to defray both the Sepjer Lisbilifes
and the Junior Liabilifies (it being understond that Senior Creditor's forbearantein this regard i imited to
Cwner's default ("Owner's Recording Defauit”) under the Senipr Déed of Trust oceasioned by the

existence of the Junior Deed of Trust arid not to any pther current or fulire defaults under the Senior

Deed of Trust, including, without limitatioh, Tailure to pay at maturity or to perform’any ather terms and
contiitions &f the Seniot Daed of Trust or the Purchiase Money Note [herein, "Qther Defaults“]); ard i)
présently enferce the right ¢f Senior Creditor to ¢harge interest at the default rate under the Senior Deed
of Trust (it being understodd that such forbeargngs is limited {o the effect of Owner's Recording Default
and not to ahy Other Defaults) which would be in prigrity to the Junior Liabilities, and Junior Creditor Is
willing to agree that the Senlor Deed of Trust secyring the Purchase Money Note shall cohstitute a lieh er
charge upon the Land which is uncanditiomally prier and superior tg the lien or charge of the Junior
Mortgagé. ‘ o .

NOW, THEREFORE, in consideration of tha mutual benefits accruing o the pacties hereto and other
valugble consideration, the receipt and sufficlency of which cotisidevation is hereby acknowledged, and in
order to induce Senior Creditor to forbear frem faking formal avtions to estahlish the llen priority of the
Senior Deed of Trust, to not insfitute: any foraciosure actions on agcount of Gwner's Recording Default
and not presently enforce intarest at fHe default mte due on the Purchase Woney Note on account of
Owner's Regording Defaull, it is hersby declared, understood and agread as fo‘!lews:

N That the Senior Deed of Trust seeuring the Senfor Liabilifies, and any renewals or extensions
tiersof, shall unconditionally be and remaft at all imes a lisn or charge on the Land therein deseribed,
pripr and superior to the lien or charge of the Juhibr Morigage. .

(2}  That this Agreement shall b the whole and only agreement with regard fo the subbrdination of
the fien or charge of thia Junier Morigage te the lien ar charge of the Senior Deed ofTrust.

(3)  That Senior Creditor may amend the Senior Deed af Trust or the Purchass Maney Note in ary
mantier without thi prior written consent of Junior Creditor. Na renewal, mogifiation er extension of time
pf payment of the Senfor Liabilities, and no release or surrander of any seourity for the Senjor Liabilitfes,
gr the ebligations of any endorsers, suretiés or guarantors thereof, or releass from the terms of this or any
other sukordinafion agreement ¢f any claims subordinated, and na delay or emissian in exersising any
Hght or power on atceunt of or In conpection with the Senior Liabliities, or under this Agieament, shall, i

Page2 of 7
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O any manner, impair or affect the'rights and duties pf Senior Creditor or Junior Cretiitor. Senfar Creditor, in
Its uncentrolled discretion, may waive or releasa any right or dption. docorded. Senitr Grediter under
this Agreement withaut the consent Junior Crediter, and without otherwise in any way affecting the
obligations Junlor Creditor hereundet. Juniar ‘Crediter heraby walves notice of the creation, existérncs,
renewal, modification 6r extension of the time of payihent, of the.-Senfor LiabilBies.

(3) That Junior Credifor may nct amend the Junlor Morgage inany manner that woyld materially and
adversely affect the Senfer Liabilities or the Property, inciuding, without lmitasion, increasing the face
amount of the Junior Liabilities, increasing the interest rate or any payment obligations under the Junior
Liabilities, or expanding Junior Creditor’s security interests and liens under the Junior Loan relafing to the
Proparty, without the prisr wiitten consent of the Senipr Creditor. Junior Creditor shall give Senior
Creditor written notice as well as copies of 2oy sush emendments within five (5) business days after such
ddcumients havé heen executed by Junior Creditor,

(5) That Junjor Creditor shall send to Senfor Creditor a written copy of any notices given to Owner
regarding: (i} any default under the Junior Mortgage or Junior Liabilities; or (i) any event, with the giving
of such notice or the passage of ime without oure, Would result in a default under the Junior Mortgage or
Junier Lizbilfes, Junior Creditor agrees thit a such hotices to Senior Creditor sball be sent
contempérarnecusly with the sending of such, Aotices to Owner. Senior Credifor shall send to Junior
Creditor 3 wiitten ¢opy of any netices given to Owner fegdrdiog: (1) any default under any of the
Puréhase Maney Mete or the Senlor Deed of Trust, or (if) any. evest, with the giving of such natice or the
passage uf time wiltiout oyre, would resplt in & defsult or Event of Default undef either tie Purchase
Morrey Nate brthe Savior Deetl of Trust. Senlar Creditar. agrees that all such noficés to Junlor Cresitor
shall be sent confemporaeously with-the sending of Such notices to Qwner, Senior Creditor and dunior
Creditor shall gach have the right, but not the obligafion, to éure any default by Owngr under the Juntar
Mortgage, on one hand, of the Purchase Maney Nate or the Seniar Deed of Trust, on the-other hand, and
respectively, In addition, at any fime gnd from fime to time, Junior Creditor, at s optian, shall have the,

e right to fially repay the Purchase Meney Nate in full, together with aecmued but unpaid fnterest and alf of
Senior Lender's costs and fees thereundet, in whith ease Junlor Creditpr shall be erititled to all of the
O rights and benefits of Sentor Lender thereunder. » \ :

{6)  Notwifhstanding any lien now held or herexafter acquired by $he Junior Credfer, the Senlor
Creditor may take possession of sell, ‘dispase af, and otherwise deal with all of any part of the Property,
and may enfdree any right or remedy available to it with respect fo the Owher or the Property, &ll withost
nofice: to ‘or the consent of the Junior Creditor ex¢ept as specifieglly regtired by appligable law er this
Adreement. The Senfor Creditor shalt have no duty to preserve, protect, vare Tar, insure, 1ake possession
of, colleat, dispose of, or otherwise realize upon any of the Property; except in Bccordance with appllcable
taw (Including the Asizona Uniform Commercial Gode), and i no. eveht shall the Senior Crediter be
deemad the Junitr Greditor's sgent with taspect 1 the Property. All proceeds received by the Senior
Creditor with respect to the Propety, or any pottion thereof, may be applied, first, ta pay of reinthurse the
genior Creditor fér all costs and expenses (Inclading reascriable attoineys’ fees) ipcurred by the Senlor
Creditor In conrection with the colfection of sich praceeds, and, setand, to any Senior Liabilitles sscured
by the Senier Deed of Trust in any order that it May cheosa oras atherwise requiréd by the Purchase
Maney Note or applicahle law, and, third, ta the Janigr Liabllities, _ )

N That, until ths Seniar Liahifities are paid in i, Junior Creditor agress, except as expressly get
ferth hereln, to not take any acton or exercise ang remedies under the Junlor eed of Trust or with
respect of the Junler Liability or to cause Gwner to voluntarlly or (nyoluntanly stk relief from its creditors,
‘Appointment of = recelver, liquidator or krustee for all or & mdjer part df its sissats or file a pleading &f
answer inany proceeding atmiting insolvenicy, bankruptey or inability of-pay its detita as they mature.

(97 That i (a) there octurs any casuslty to the builiings or fmprovements construsted on the

Property that is covergd by Insurance; or (b} any pertien of the Property Is coridenined or taken under a

power of eminent domain, Senier Credifor $hall have the sole right, withgut any involvement ar rights of

Juniar CredBtor, to adjust. eollect and compromise, in ifs. sale ditoration, nll msurancs procdede and
p sompensation and dwards issued orf acoount of such action. . '

O  Page3of?
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(1)  Thatthe Recitals set forthy abtve arg incorporated by refarence infothe body of the Suliordination
Ageteement as if fully re-written Herein:.

{i1)  No addition o or modgification of any téth ar provision of this ﬁgreemeht shizll be effective unless
set forth i writing and signed by both-Senfor Greditar and Junlor Creditor.

{1%% That each of Senigr Creditor and Junior Creditor and atterneys for each such pay have
participated In the dfafting and preparation of this Agreemnenf Therefore, the provisions of this
Agreement shall net be construed in favor of or agalhst either Sgnipr Creditor or.Junior Cregditor, but shall
be construed as If both Sknior Gredifor and Jurtity Creditor equally prepared this Agreement,

(13)  That this Agreement may be executed in counterparts, eath of whith shall constitute an original,
but all of which together shall tonstitule a single agreement. The signature page of any countergart gy
be detached therefrart without impairng the legal effact ¢f the signature(s) thereon provided guch
signature page is attached ta any other coupterpart {denticdl theselo except having additional signature.
pages executed by the ather party.

(14)  That the faws of the State of Arizona gpplicable: fo contracts to He performed wholly within
Arizoha shall govern this Agreement.

ROTIGE:  THIS SUBURDINATION AGREEMENT CONTAINS A PROVISION WHICH ALLOWS
THE PERSON OBLIGATED ON YOUR REAL PROPERTY SECURITY TO OBTAIN
SPECIFIC CONSIDERATION, A PORTION OF WHICH MAY BE EXFENDED, UTILIZED
.ENDIOR APPLIED FOR OTHER PURPOSES THAN THE IMPROVEMENT OF THE
ANRD. . . .

{ALL SIGNATURES MUST BE ACKNOWLEDGED)
IT IS RECOMMENDED. THAT, PRIOR TQ THE EXECUTION QOF THIS 'S'UBORDINA TION

AGREEMENT, THE PARTIES CONS{.TI!.,:;' 2!?5??-1 THEIR ATTORNEYS WITH RESPECT
ERETO. .

(Remiginder of page intentionally blank.)
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SENIOR CREDITQR:
GEARED EQUITY, LLC, an Arizoha fimited lability compariy

By:
Printed Name:
Title:

STATE OF ARIZONA ¥

Jss.
Caunty of Maricopa ¥
On . before me, the undersigred Nojary Public, persbnally appeared _____ the

of GEARED EQUITY, LLE, an Arizona lintted lishiity company, personally known to me (or
proved to me on the basls of satisfacfory pvidencs) to be the person(s) whise name(s) Jsfare subscribed fo the
within instrument and acknowledged to me that he/sheliiey exceuted the same i Histherftheir authorized
capacity(les) énd that hisfher/their signature(s) on the lisiniment the parson(s) or the entity upon behalf of
which the personi{s) acted, executed the instrument. :

WATNESS my Hand and official seal,
My Commission Notary Public
Explres:
Pegebof 7
¥52956.1
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JUNICR CREDITOR:
DENSCO INVESTMENT CORPORATION, ani Afizond carpetation

By:

Denny J. Chittick, President

STATE OF ARIZONA X

88,
County of Maticopa )
On , befdre me, the undersigned Notary Pubiic, personally appeared Denny J, Ghittiek,

President of DENSCO INVESTMENT CORPORATIGN, an Arizona corporation, persarially known to me for
proved to me on the biasia of satisfaptary gvidence) to be.the person(s) whose name(s) is/ate subssribed to the
within Instrument and acknowledged Yo me that he/sheithey executed the same in hisher/their autherized
capacity(ies) and that tistherfthair signalure(s) on the instrument the peragn(s) pr the entity upon behalf of
which the ferseh(s) acled, exebuted the instrument. :

WITNESS my hand and official seal.

My Comrhission Notary Public
Expires:

Page 8 pf7 o
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EXHIBIT “A”
Bescription of Property

Lot 218, of Anthem -~ Unit 58, Aceording to the Plat of Recard in the Office of the Sounty
Recorder of Maricopa County, Arizena, Recarded in Beck 865 of Maps, Page 30.
EX%:E:’T thetefrom- all voal, oll, gas and other mirieral deposits, as reserved in the patent
to the land,

APN: 211-93-218

Page 7 of 7
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Eeauchamﬁ, David G. —
b.‘rom: Beauchamp, David G.
Sent: Tuesday, January 21, 2014 3:26 PM L-l G-
To: Anderson, Robert G. | % s
Ce: Schenck, Daniel A. T CR 0478
Subject; FW. update

| just confirmed with Denny that Scott and he agreed to ALSO use another title company to speed up the process. We
will get the name of the escrow officer and the title company later today.

Thanks, David

David G. Beauchamp

CLARK HILL PLC

14850 N Scatisdale Rd | Sulte 500 | Phoenix, Arizona 85254
430.684.1128 (direct) | 480.684.1168 (fax) | 602.318.5602 (cell)
dbeauchamp@clarkhill.com | www.clarkhill.com

From: Denny Chittick [mailto:dcmoney@vahoo.com]
Sent: Tuesday, January 21, 2014 2:13PM e
To: Beauchamp, David G,

Subject: Re: update
ok we'll use aonther title office. i've confirmed it with Scott.

@dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: "Beauchamp, David G." <DBeauchamp@CilarkHill.com>
To: Denny Chittick <dcmoney@yahoeo.com>

Sent: Tuesday, January 21, 2014 1:57 PM

Subject: RE: update

Denny:

If 1 knew the atlomey that they are now using, | could try to confirm the timing. If you or Scott talk to
Dan or the others, please try to get a name.

| understand the fine line that you are taking. 1am just very concemed about the payoffs getting so far
ahead of the documentation. | have authorized the preparation of the Forbearance Agreement and the
O related documents. Under normal circumstances, this should be finalized and signed before you

i

DIC0006594



h

advance all of this additional money. We plan to get the documents to you and Scott later this
weaek. Hopefully, we can get the documents signed later this week.

Best, David

David G. Beauchamp

CLARK HiLL PLC

14850 N Scottsdale Rd | Sulte 500 | Phoenix, Arzona 85254
450.68;1126 (direct) | 4ao.¢sla4.11se (fax) | 602.319.5602 (cefl)
dbeayuchamp@clarkhill,com | www.clarkhill,com

.clarkhill

From: Denny Chittick [mailto:decmoney@yahoo.com]
Sent: Tuesday, January 21, 2014 1:50 PM

To: Beauchamp, David G.

Subject: Re: update

we talked about that, she can run title for me and just tell me
that i'm clear, she's also working with us to get the payoffs so
we'll see how it works out, i understand the risk. i'm trying to
walk a fine line between doing it right and doing it quickly! i
know how to do it right, i just don't know how fast i have to do
it to keep them at bey. i can do 2 million this week, which will
cut it in 1/2 , with payoffs coming in through the end of the
month, i should be able to have them completely paid off with
in another 2 weeks , knocking some off a little at a time, i just
dont' know if they'll give us that time...

DenSco Investment Corp
www.denscoinvesiment.com
602-469-3001 C
602-532-7737

From: "Beauchamp, David G." <DBeauchamp@ClarkHill.com>
Teo: Denny Chittick <dcmoney@yahoo.com>

Sent: Tuesday, January 21, 2014 1:42 PM

Subject: RE: update

Denny:

If you do this outside escrow, you will probably not be efigible for title insurance. Under the
circumstances, title insurance would be good to have to deal with the lien issues. You might
want to ask Debbie what procedure you could use to expedite the pay-offs and still have her

company be able to issue title insurance.
2
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Would it make sense to split up the payoffs of these loans into two or three different escrows
and title agencies?

Best, David

David G. Beauchamp

CLARK HiLL PLC

14850 N Scoltsdale Rd | Suite 500 | Phoenix, Arizona 85254
480.684.1126 (direct) 1|I 480.(184.1 168 {fax) | 602.319.5602 (cell)
dbeauchamp@elarkhill.com | wyw.clarkhill.com

From: Denny Chittick [mailto:dcmoney@yahoo.com]
Sent: Tuesday, January 21, 2014 12:42 PM

To; Beauchamp, David G.

Subject: update

we are going to pay off 6 tomorrow, title can't work fast
enough, the earliest we can do more through title is friday
based on what debbie is saying. we may need to get
payoff directly from them and just exchange checks and
releases outside of title.

dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

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-mal! from your computer and do not copy or disclose it to anyone slse. Your receipt of this
message is not intended to waive any applicable privilege. Nelther this e-mail nor any attachment(s)
establish an attorney-client relationship, constitute an electronic signature or provide consent to contract
electronically, unless expressly so stated by a Clark Hill attorney in the body of this e-mail er an
attachment.

FEDERAL TAX ADVICE DISCLAIMER: Under U. S. Treasury Regulations, we are informing you that, to
the extent this message includes any federal tax advice, this message is not intended or written by the
sender to be used, and cannot be used, for the purpose of avoiding federal tax penalties.

LEGAL NOTICE: This e-mail is for the exclusive use of the Intended recipient(s), and may cantain privileged and
confidential information. If you are not an intended reciplent, please notify the sender, delete the e-mait from your
computer and do not copy or disclose it to anyone else. Your recelpt 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

3

DIC0006596



<

Clark Hill attorney in the body of this e-mafl or an attachment,

FEDERAL TAX ADVICE DISCLAIMER: Under U. 8. Treasury Regulations, we are Informing you that, to the
extent this messags includes any federal tax advice, this message is not intended or written by the sender to be
used, and cannot be used, for the purpose of avoiding federal tax penalties.
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Exhibit 18

Exhibit 18



- . age | 0f 2
Beauchamp, David ‘ s, / 2002
tAA

From: Denny Chittick [demoney@yahoo.com)
Sent:  Friday, Juna 14, 2013 12:24 PM

To: Beauchamp, David

Subject: Re: Attomey

ok 1 sentence should suffice!

DenSco Investment Coxp
www.denscoinvegtment. com/
602-469-3001

602-532-7737 £

From: “Beauchamp, David" <David.Beauchamp@bryancave.com>
To: "demoney @yahoo.com™ <dcmoney@yahoco.com>

Ce: "Beauchamp, David* <David.Beauchamp@bryancave.com>
Sant: Friday, June 14, 2013 12:21 PM

Sublect: Re: Attornay

We will need to disclose this in POM.
Sorry, David

(Sent from my Blackberry wireless)
David G. Beauchammp, Esq.

Bryan Cave LLP

Two North Central Aveaue, Suite 2200
Phoenix, Arizona 85004-4406

omail: david.beauchamp@bryancave.com
(602) 364-7060 | Direct Tel.

(602) 716-8060 | Direct Pax

(602) 319.5602 | Mobile Tel.

This electronic mail message contains information which is (a) LEGALLY PRIVILEGED, PROPRIETARY IN NATURE, OR
OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and (b) intended only for the use of the addressee(s) nsamed
hesein, IF you are not the addressec(s), or the person responsible for delivering this to the eddressec(s), you are hereby notified that
reading, copying, or distributing this message is prohibited, If you have recolved this electronic mail message in error, please
contact us immediately at the telephone number shown below and take the steps necessary to delete the message completely from
your computer system. Thank you,

IRS Circular 230 Disclosure: To ensure compliance with requircments imposed by the IRS, we inform you that any U.S. federal
tnx advice contained in this communication (inch:ding any antachiuents) is not intended or written 1o be used, end cannot be used,
for the purpeso of (z) avoiding penaltics under the Internal Revesue Code or {b) promoting, marketing, or recommanding io
anothor party any transaction or matter addressed hercin.

From; Denny Chittick [mailto:demoney@yehoo.com]
Seat: Friday, Juns 14, 2013 12:07 PM

To: Beauchamp, David

Ce: Yomiov Menaged <smena$8754@aal.com>
Subject: Fw: Attorney

David:.
611412013
DICO003633



Page 2 of 2

I have a borrower, to .aich i've done a ton o. business with, million
in loans and hundreds of loans for several years, he's getting sued
along with me.

He bought a property at auction, was issued a trustee's deed, i put a
loan on it. Evidently the trustee had already sold it before the
auction and received money on it FREO Arizona, LLC.

Easy Investments, has his attorney working on it, i'm ok to piggy back
with his attorney to fight it, Easy Investments willing to pay the
legal fees to fight it. I just wanted you to be aware of it, and talk
to his attorney. contact info is below.

thx
de

DenSco Investment Corp
www ,denscoinvestment.com/
602-~469-3001

602-532-7737 £

=w- Forwarded Message —

From: Scolt Menaged <srhena96764@aol.com>
To: Denny Chittick <dcmoney@yahoo.coms
Sant: Friday, June 14, 2043 1163 AM

Sublect: Atlomey

Denny,

Here is my attorneys info. If your attorney needs anything, just let me know!
Thanks

deffrey J. Goulder | Pannerll Stinson Morri:son Hecker LLP

85 S
T: 602.212,8531 | F: 602.586.5217 | M:602,999.4350
igovdder@stinson.com | www.stinson.cora

This electronic messaga is from a law fimn. it may contain confidential or privileged information, if you recelved this transmission in
eivor, please reply to the sender to advise of the error and dalale this transmission and any attachments, .

IRS Circutar 230 Disclosure: To ensure compliance with requirerents Imposed by the IRS, we infdmn you that eny U.S, federal
tax advice contained in this communication {including any attachments) is not tntended or written to be used, and cannot be used,
for the purposa of (I} avoiding penalties under the Internal Revenus Code or (i) promoting, marketing, or recommending to
another party any transaction or matter eddressed hereln.

bellp2013

6/14/2013
DIC0003634
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From: Denny Chittick

Sent: Frl 6/14/2013 7:28 PM (GMT-00:00)
To: Beauchamp, David

Ce:

Bee:

Subject: Lili's law sult
Attachmments: Lill law suit 7th Ave.pdf

This is another borrower, i've been working with since
2001.

She bought this property, there are 22k of back taxes,
from what i can decipher from this document, they
bought hte tax lien, she's going to pay the back taxes
today or monday, so then this all goes away right?

i think it's funny his, dad or brother is his notary,
which leads me to believe it's a one man show and
lawsuit papermill.

thx

de

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

BC_001968
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GARY PIERCE « Chalthan

ERNEST &, JOHNSON
Exacutive Dlrector
SANTIL B KENNEDY
ERENDABURNS Drestor
Comardions Divisica
ARIZONA CORPORATION COMMISSION
Date 06/05/2013

DENSCO INVESTHMENT CORFQORATION

5132 W VICTORIA PL
CHANDLER, AZ 85226

Dear Sir or Madam:

Enclosed Is a copy of the fallowing document(s) that were servad upon the Arizona
Camoaration Commisslon on 06/04/2013 as 2gent for DENSCO INVESTMENT CORPORATION:

Case captlon: MACWCP II, LLGv. DENSCC INVESTMENT GORPORATION,

Case number CV2043-092140 Caurt: MARICOPA COUNTY, SUPERIOR COURT

<l Summons §
Complaint

Subpoena

Subpoena Duces Tecum

Default Judgment

Judgment

Wit of Gamishment

Motlon For Summary Judgment

Motion for

Other CERTIFICATE OF COMPULSORY ARBITRATION

N\
XROOOOODOO0ORXK

L)

v

ceraly,

Y
Custodlan of Records

Initials PTG
File number 0987468-4

Rac08.dot

Rav 1009
1300 WEST WASHINGTON, FHOEN, ARZONA 65077-2020
wempatengoy - GU2842-3028

BC_001969
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COM'MISSXOEERS
B0 BSTUAP -~ Chalman Emartive Drector
BRENDABLIGE
808 BURNS e FATRIGI&# g,\'RFIELD
SUSAN BTTERSMITH Carporaions Eivisior

ARIZONA CORPORATION COMMSSION

CERTIFICATION OF SERVICE ACCEPTED AKD OF MAILING
Date: 0610512013
I, Peter Graham am an employee of the Arizona Corparation Commission (“AGG").

I heraby certify that on the 4TH day of JUNE, 2013, [ accepted on behalf of the ACC
service of the following documents upon the ACC as agent for DENSCO INVESTMENT
CORPORATION.

Case caption: MACWCP I, LLC V. DENSCO INVESTMENT CORPORATION,

Case fiumber: cv2013-092140

‘OI

Court: MARICOPA COUNTY , SUPE[IOR COURT i o

]  Summons .. L[] Default Judgment a

X  Complaint [0 Judgment O
[] Subpoena [0 \Writ of Garnishment

[J  Subpoena Duces Tecum

] Motion for Summary Judgment

71 Motion for

X  Other CERTIFICATE OF COMPULSORY ARBITRATION

L] - .
>

| declare and cerfify under penalty of perjury that the foregoing Is true and comrect,

¥ N

Executed on this @Z]ﬁ 0g/05/2 1é
(Signature) \' g 'ﬂp b~
-

Racld7.dos
fRev 1007
4300 WEST WASHINTTON, FHOANIX, ARIZONA 850072029
Wirvazecgoy « §32-5423020

Page1af2
xa
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g_g%mssronas_ JODI JERCH
Pa Chialman Excitvo Drector
EERDABURG
SusAN BT R SurTH PATRICILL BARRRLD
Corporations Dvision

ARIZONA CQRPORATION COMMISSION

I Petor Graham, 2m an emplayee of the Arizona Corporation Commission ("*ACC").

| hereby certify that on the 85TH day of JUNE, 2013, | placed atopy of the ahove listed
documents in the United States Malil, postage prepald, addressed to

DENSCO INVESTMENT CORPORATION
at its last known place of business as follows:

8132W VICTORIA PL
CHANDLER , AZ 85226+

OR

t hereby certify that | was unable to mail the above listed documents to

because that entity is not a registered corporation or limited fiability company in the Stete
of Arizona, and the Arizona Corporation Commission has ne record of its known place of
business.

| dectare and certify under penalty of perjuty that the foregaing is true and correct.

Executed on this ! oflfos/2013
(Signature) éa\ v wq’\‘\
V o i d
[ )
RacT.doct
Rov 1009 ) -

“

. 1300 WEST WASHINGTOY, PHOERIX, ARIZONA 850072028 |
3 ponyazeosy « 026423028

e o

Paée 20f2 v
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KESELER LAW OFFICES

Eric W. Kessler, SBN 009158

240 North Canter Street

Mesa, Arizona 85201

(480) 844-0047 ) -
(490) 644-0095 FAX '
sric@kesslerlaw. phxcoxmail.com

Attarney for Plaintiff

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

MACWCP I, LLC, a limited liability }
company, )
Plaintif, ; No, OV2013-092140
] ) .
v8, ) SUMMONS
)
LILI RUBIN INVESTMENT )
PROPERTIES, LLC, a limited liabillty ) :
company; DENSCO INVESTMENT ) i youwould Iike legal advice from a lawyer,
CORPORATION, a carporation; ) contact the Lawyer Refaral Sarvice at
“JGHN DOE and JANE DOE:; ) ) 602-23‘:;4434
ABC CORPORATION; )
ALL UNKNOWN HEIRS OF ABOVE, ') i e
Defendants % Maricopa County Bar Asséclation

IN THE NAME OF THE STATE OF ARIZONA:
TO: All Defendants named above.
GREETINGS: _
YQU ARE HEREBY SUMMONED and required to appeaf and defend inthe
above-entitied action brought against you by the abave-named Plaintiff, in the County

of Maricopa, State of Arizona, and answer to the Complaint fited In said Court at 222 E.

‘| Javelina, Mesa, AZ 85210, within twenty (20) days if served personally within the State

1

4

O

BC_001972
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of Arizona, or thirty (30) days after samplation of service outside of Arizona or by
publication, YOII.I are netified that in case you fail ta appear, Judgment by default will be
rendered agalnst you for the relief demanded in the complaint. Elaintiffs attorney is;
Eric W. Kessler, 240 N. Center §t, Mesa, AZ 85201, (480)644-0098. '

" GIVEN UNDER MY HAND THIS DATE:

COPY

BC_001973



W 0 -1 & wm ob W w

—

AT TR e

8 B- B B 3 5 3888 5% 58122

24
25
26

KESSLER LAW OFFICES '

Eric W, Kassler, SEN 009158 ‘ @@ pﬁf
240 North Center Strest »

Mesa, Ariz 85201 .

(480) 644 9047 - MAY 882013

(480) 644-0095 FAX
eric@kessleriaw, phxcoxmail.com

e Mlemﬂ?é%{é%.m

BépyTy QLERK

Altormisy for Plaintif

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

* AN et f

MACWCEP Ii, LLC, alimited liability )

company, _ CV2013-092140
Plaintiff, No. '

va. COMPLAINT

LILI RUBIN INVESTMENT
PROPERTIES, LLC, a limited liability
compeny; DENSCO INVESTMENT
CORPORATION, a corporatian;
JOHN DOE and JANE DOE;

ABC CORPORATION,

ALL UNKNOWN HEIRS OF ABOVE,

B Al sl N Nt Nl el st S N N’ Vet s o st
a

_Defendants.

COMES NOW the Plaintiff, through counsel undersignad, and for its Complaint,
alleges as follows:
L.
That the properties set forth herein are in Maricopa County; that Defendants are
individuals,.partnerships, corporations, asséciationé or other entities as shown in the
caplion of this Complaint and reside in or hava caused an event to oceur hersin; that

JOHN DOE, JANE DQE and ABC GORPORATION are fictitious names designating an
3

........ i L R o I PO Sy A

O
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B ® N & n A

individual or ather legal entity unknown ta Plaintiff, and whose trus name(s) Plainttff will
insert herain by amendment u:pon discavery thereof; tha} Defendants make -somé claim
to the subject real property adversa o Plaintiffs ¢falm, and that this Court has ]
jurisdiction over these parties and the subject matter herein.
3
That in arder to pay for delinquent taxes legally levied and assessed against the

property, together with inferest, penaltiés and charges thereon, the Maricopa County

TreasarérSold @ lierronviifer broperty-kndwn as-Maricopa €duntytax parcal 158:29-046~ -4 -

in February of 2010 and that tha original of said Cerfificate of Purchase was sald to
Plaintiff hereln.

i liL

That the sale referred to in paragraph !l above was valid and the taxes dus and

owing on the property were delinquent at the time of sald sale.
- iv.

That the whale amount of all definquent taxes, interest, penalties and charges
legally due and awing on the property were paid to the Marlcopa County Treasurer
upon a Certiflcate of Purchase, the amounts being qndo;sed therean; that more than
three years have elapsed since the date of sale set forth above, end none of the
property has heen redeemed thersfrom. Plaintiff is thus entitled to faraciose the rights
of Defendants to redeem tha properly from said sale. Plaintn‘f is now the owner of the
{ien on the property, subject only to tha rights of Defendants to redeem the property
and {0 pay Plaintiff's costs and attomey’s fees pursuant to A.R.S. §42-18208.,

4

W

BC_001975
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V.
Plaintiff has complied will all notice requirements set forth In A.R.S. §42-18201,
et seq.
1. That if Defendants, or any of them, redeem the property, the Court shall render

Judgment ordering payment by the redeeming party to Plaintiff for costs incurred for
title search, fililng and recording fees, service of process fees and all other costs

incurred herein, together with & reasonable attorney’s fee pursuant to AR.S. §42-

o S
b tyrs L e R I R )

2. Thatthe Court declare that the sale of the lien, the Certificate of Purchase
issued pursuant thereto, and the service of process on all Defendants ars valid; that at
the sale of the lien, the taxes thereon wére delinquent; that more thah thres years have
elapsed since the sals of the lien and the commencement of this action; that the rights
of Defendant ta redeem the praperty fram said sale are forever foreclosed; and that
Defendants are barred foraver fromhaving or clalming any right or titls adverse to
Plainiff herein, Plaintiff further prays to be edjudged the owner in fea simple of the '
whols of the property; that fhe title to said property be quieted in favor of Plaintiff; and
that the Man'éopa County Treasurer be commanded {0 executs an_d dellver forthwith to
Plaintiff a deed conveying the property to P!aint‘iff, in accordance with Titls _42, Arizona
Revisad Statutes.

DATED THISDATE: 0023 - %
A .

Effc W. Kessler
Attorney for Plaintitf
5
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1|| STATE OF ARIZONA )
“2{| County of Mqricopa ; =
3 Undersigned counsel, upon his oath, deposes and says that he is the attorney
1 for Plaintiff herein and Is authorized to m‘ake this verification on behalf of Plaintiff; that
: I.ne has read the foregoing Complaint and knéws the contents thereof; and that the
7|| Same are true and correct to the best of his knowledge, informatior{ and belief.
8
g e s a mes e e e
10
11
12 -
3 Subscribed and swomn to hefore me this May 27, 2013, by ERIC W. KESSLER,
14
15
16 Notary Public T
17
18| My Commission Expires:
19
20
21
Bl et S
23 L‘- S5 ez oes O T, 20t
gl T,
25
% :
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KESSLER LAW OFFICES - ‘
Erlc W: Kessler, SBN 009158 “oe
240 North Center Strest Co @y
Mesa, Arizona 85201
(480) 644-8047
(480) 644-0095 FAX MAY 28 2013
eric@kegslerlaw.phxcoxmail.co \i MICHAELK JEANES,
- W, GARCIA " L
DEPUNCLEHK

Attorney for Plaintiff

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
N AND FOR THE COUNTY OF MARICOPA |
GV20 13- 092140

-t b

MACWCP I, LLC a llmlted Ilabllity

company,
Plaintiff, CERTIFICATE OF
COMPULSORY
VS, ARBITRATION

)
)
)
)
)
)
[iLI RUBIN INVESTMENT )
PROPERTIES, LLC, a limited llability T
company; DENSCO INVESTMENT )
CORPORATION, a corporation; )
)

Defendants,, )

Undersigned counsel hereby certifies that the largest award saught by Plaintif,

excluding punitive damages, costs and attorney’s fees does not excesd the limils for
compulsory arbitration, However, this action concens title fo real property and

therefore is not subject to arbitration.

DATED THis paTE: 42317

‘T gl }“k .—-ﬂ"“"ﬂ—.‘
ERIC'W. KESSLER
Attarney for Plalntiff

5

(£

O
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From: Denny Chittick
Sent:  Fri 6/14/2013 7:37 PM (GMT-00:00)
‘(l;gf Beauchamp, David

Bee:
Subject: Re: Lill's law sult

ok no problemn.
haven't been sued in all these years, now two the same
day 1 get back from vacation!

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532~7737 £

From: "Beauchamp, David" <David.Beauchamp@bryancave.com>
To: “dcmoney@yahoo.com™ <dcmoney@yahoo.com>
Cec: "Beauchamp, David" <David.Beauchamp@bryancave.com>
Sent: Friday, June 14, 2013 12:34 PM
SubJect: Re: Lil's law suit

Denny:
I am at a seminar this afternoon, but I-will read it and get back to you.
Thanks, David

(Sent from my Blackberry wireless)
David G. Beauchamp, Bsq.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenix, Arizona 85004-4406

email: david.beauchamp@bryancave.com
(602) 364-7060 | Direct Tel.

(602) 716-8060 | Direct Fax

{602) 319-5602 | Mobile Tel,

This electronic mail message contains information which is (2) LEGALLY FRIVILEGED,
PROPRIETARY IN NATURE, OR OTHERWISE PROTECTED BY LAW FROM DISCLOSURE, and
(b) intended only for the use of the addressee(s) named herein. If you are not the addressee(s), or the
person regpansible for delivering this to the addressee(s), you aro hercby notified that feading, copying, or
distributing this message is prohibited, If you have received this electronic mail message in ecror, please
contact us immediately at the telephone number shown below and take the steps necessary to delete the
message completely from your computer system. Thank you.

BC_001966
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IRS Circular 230 Disclosure: To ensure compliance with 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 or written to be nsed, and cannot be used, for the purpose of (&) avoiding penzlties under the
Intemnal Revemo Cedo or (b) promoting, marketing, ar recommending to another party any transaction ar
matter addressed herein,

From: Denny Chittick [mailto:demaoney@yahoo.com]
Sect: Friday, June 14, 2013 12:28 PM

To; Beauchamp, David

Subject: Lili's law suit

This is another borrower, i've been working with since
2001.

She bought this property, there are 22k of back taxes,
from what i can decipher from this document, they
bought hte tax lien, she's going to pay the back taxes
today or monday, so then this all goes away right?

i think it's funny his, dad or brother is his notary,
which leads me to believe it's a one man show and
lawsuit papermill.

thx (:)

dc

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

This electronic message is from a law firm, It may contain confidential or privileged informafion. If you
received this transmission in error, please reply to the sender to advise of the smor and delele this
transmission and any attachments.

IRS Circular 230 Disclosure: To ensure compliance with requirements imposed by tha IRS, we Inform you
that any U.S. federal tax advice contalned In this communication (ncluding any attachments) is not
Intended or written to be used, and cannot be used, for the purpose of (7) avoiding penalties under the
Internal Revenue Code or (if) promoting, marketing, o recommending to another party any transaction or
maitter addressed herein.

bellp2013

(:).
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From: Denny Chittick

Sent:  Fri 6/14/2013 8:43 PM (GMT-00:00)
To: Beauchamp, David

Ce:

Bee:

Subject: Lili's suit

don't worry about that one, it was what i thought tax
lien, she paid it today, so it will go away.

thx

dc

DenSco Investment Corp
www.denscoinvestment.com/
602—-469-3001

602~532-~-7737 £

BC_001965
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Frcm: Beauchamp, David

Sent:  Fri 6/14/2013 11:45 PM (GMT-00:00)
To: '‘Denny Chitllck’

Ca:

Bee:
Subject: RE: MACWGCP vs. Lil Rubln Investments

Denny:
Sounds good.

Best, David

David G. Beauchamp, Esq.

Bryan Cave LLP

Two North Central Avenue, Suite 2200
Phoenlx, Arizona 85004-4408

emall: david.beauchamp@bryancave.com
{602} 364-7060 | Direct Tel.

(602) 7168-8060 | Direct Fax

(602) 318-5502 | Mobile Tel.

From: Denny Chittick [malito:demoney@yahoo.com]
Sent: Friday, June 14, 2013 4:38 PM
To: Beauchamp, David
Subject: Fw: MACWCP vs. Ll Rubin Investments

all taken care of,.
thx
de

DenSco Investment Corp
www.denscoinvestment.com/
602—-465-3001

602-532-7737 £

-—— Forwarded Message —--

From: "istolanova@cox.nst" <lstolanova@cox.net>
To: Denny Chitlick <decmoney@yahoo.com>

Sent: Friday, June 14, 2013 3:42 PM
Subject: Fw: MACWCP vs. Lil Rubin Investments

Sent from my BlackBerry® smartphone, powered by Cricket.

BC_001961



From: Craig Kessler <craig kesslerlaw@gmail com>
Date; Fri, 14 Jun 2013 15:04:35 -0700

To: <Istoianova@cox.net>

Subject: MACWCP vs. Lil Rubin Investments

Lili,

Attached is a payoff statement for the gbove referenced case.

Craig Kessler
Legal Assistant
Kessler Law Offices
{480} 644 6093

O

BC_001962
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Message

From: Denny Chittick [dcmoney@yahoo.com]
Sent: 2/3/2014 3:43:53 PM

To: Scott Menaged [smena98754@aol.com)
Subject: Re: Debbie

have you put a call in to jeff to get him on the phone with david and

pound through their language arts assignment?

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: Scott Menaged <smena88754@aol.com>
To: Denny Chittick <dcmoney@yahoo.com>
Sent: Monday, February 3, 2014 8:39 AM
Subject: Re: Debbie

Ok I will send you a list and copy her
Sent from my iPhone

On Feb 3, 2014, at 8:36 AM, Denny Chittick <dcmoney@yahoo.com> wrote:;

pick 7

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: Scott Menaged <smena88754@aol.com>
To: Denny Chittick <dcmone ahoo.com>
Sent: Monday, February 3, 2014 8:33 AM
Subject: Debbie

She is asking how many and which properties from her list we are doing
this week and what day? Please let me know

Sent from my iPhone

CH_REC_MEN_0027814
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Message

From: Denny Chittick [dcmoney@yahoo.com]

Sent: 2/5/2014 9:58:16 PM
To: SMenad98754@aol.com
Subject: Re: Jeff

i had him make some concenssions that you and i agreed to such
as the dates of maturity, also a time line on the million at 3% so
hopefully these two can come to an agreement.

put them in their rooms until they play nice.

dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-632-7737 f

From: "SMena®8754@aol.com" <SMena98754@aol.com>
To: demoney@yahoo.com

Sent: Wednesday, February 5, 2014 2:37 PM

Subject: Re: Jeff

Jesus!
2 Babies!

In a message dated 2/5/2014 2:31:50 P.M. US Mountain Standard Time,
dcmoney@yahoo.com writes:

ok i emailed him, i have a feeling he's going to send the
original doc back!

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

CH_REC_MEN_0027482



From: Scott Menaged <smena%8754@aol.com>
To: Denny Chittick <dcmoney@yahoo.com>
Sent: Wednesday, February 5, 2014 12:12 PM
Subject: Jeff

Spoke to Jeff about a meeting and he is fine with it but he said he is still going
to wait for Davids reply to the changes.

Please have David email him the things he is not ok with so we can get this
process over. | know for sure now they hate each other! Haha

Sent from my iPhone

CH_REC_MEN_0027483



Exhibit 21

Exhibit 21



Message

From: Denny Chittick [dcmoney@yahoo.com]
Sent: 2/7/2014 5:56:08 PM

To: Yomtov Menaged [smena98754@aol.com]
Subject: david

i talked to him, i told him i sent you the doc and that you and i are
going to go over it soley based on the terms. thus after any
changes we agree to and make, david will amek them them. i tell
david to send it to jeff, you tell jeff, the terms are agreeable
bewteen us, and they can only fix spelling!

dc

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

CH_REC_MEN_0027218
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Message

From: Denny [demoney@yahoo.com]

Sent: 2/15/2014 3:45:59 PM

To: Scott Menaged [smena98754@aol.com]
Subject: Re: Ever ending

Attorneys sole purpose is to self perseverance
sent from my iPad

> On Feb 15, 2014, at 7:25 AM, Scott Menaged <smena98754@aol.com> wrote:

>

> This reminds me of the Chris group!

>

> We went thru weeks of back and forth with attorneys for something I solved in a 45 minute phone
conversation with no attorneys!

>

> I think with all of us in a room together without the he is ok with that and maybe I am ok with this we
can be done with this. I hope you see my point on this.

>
> Sent from my 9iPhone ,

>

>> On Feb 15, 2014, at 7:39 AM, Denny <dcmoney@yahoo.com> wrote:

>>

>> David would Tike to know what the points of contention r. He feels 1like he put in there everything we
agreed .to

>>

>> Sent from my iPad
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Message

From: Denny Chittick [dcmoney@yahoo.com]
Sent: 2/14/2014 3:04:35 AM

To: smena98754@aol.com

Subject: Re: RE:

No shit and we solved another. What 20% of the problem

Sent from Yahoo Mail for iPhone

From: Scott Menaged <smena98754@aol.com>;
To: Denny Chittick <dcmoney@yahoo.com>;
Subject: Re: RE:

Sent: Fri, Feb 14, 2014 3:03:35 AM

I feel like these lawyers are trying to prevent progress! And 50,000 later between 2 attorneys we still don't have

anything!
Sent from my iPhone

On Feb 13, 2014, at 8:01 PM, Denny Chittick <dcmoney@yvahoo.com> wrote:

Insure hope so!

Sent from Yahoo Mail for iPhone

From: Scott Menaged <smena98754@aol.com>;
To: Denny Chittick <dcmoneyv@vahoo.com™;
Sent: Fri, Feb 14, 2014 2:54:06 AM

I have emailed Jeff. I know he is out of town tomorrow but I am sure he will call me at one point tomorrc

Sent from my iPhone
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Message

From: Denny Chittick [dcmoney@yahoo.com]
Sent: 2/11/2014 3:56:56 PM

To: Scott Menaged [smena98754@aol.com]
Subject: Re:

12%

interest can be paid monthly , quarterly.

however, i 've not taken any new investors, so if i do, i have to
disclose a loto to them, which is all about you!

I might have 500k in from someone, know soon.

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: Scott Menaged <smena98754@aol.com>
To: Denny <dcmoney@yahoo.com>

Sent: Tuesday, February 11, 2014 8:54 AM
Subject:

Wheat are you paying your investors? | have a couple people | can call to see if | can get them
to invest with you. They are family and the family rule is we don't so business together to keep
everything good! However | know they have funds they have been looking to put somewhere

Sent from my iPhone
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Message

From: Denny Chittick [decmoney@yahoo.com]
Sent: 5/28/2014 11:09:36 AM

To: SMena98754@aol.com

Subject: Re: Finally.......

| guess they heard about us

due to potential fraud

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

To: demoney@yahoo.com
Sent: Wednesday, May 28, 2014 10:59 AM
Subject: Finally.......

Dear YOMTOV S MENAGED ARIZONA HOME FORECLOSURES, LLC,
As you requested, we've changed your current transaction limit for Wire Transfers.
As of 2014-05-28 13:52:15, your new limit for Wire Transfers will be 1000000,

Please note that all transactions are still subject to available funds in your account. We may revoke access to
transactions at any time due to potential fraud or other security concerns.

If applicable, we also recommend that you adjust any limits for Authorized Users accordingly in Access & Security
Manager(SM).

If you have questions, please contact your Chase Banker.
Thanks for being a valued Chase Online customer.
Sincerely,

Chase Online for Business Team
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Message

From: Denny [dcmoney@yahoo.com]

Sent: 8/22/2015 9:51:52 AM

To: Scott Menaged [smena98754@aol.com]
Subject: Re: (no subject)

I am in so many violations with my current investors it's nuts.

UT guys said they would get back to me if I don't hear Monday I will call Tuesday

We rnot that far off. I have money coming in this week, I am thinking between 500k and what I get in, we will
be darn close by Monday At 5 pm 100% I don't know but I know it will be one or two properties at most and
they can't kill the deal for that

Sent from my iPad

On Aug 22, 2015, at 9:47 AM, Scott Menaged <smena98754@aol.com> wrote:

Is there no way you can show new investors you are profitable and your track history and plenty
of references ? Do you have to give them a memorandum? I know lots of lenders who never do a
memorandum ? Either they are by law required to or your attorney was too strict wit you, I
honestly don't know which one is true!

Did the UT guys tell you when you would hear from them?

As far as modifying the payoffs, I guess it would be the same thing as moving money paid to
principal. I don't think it makes a difference either way. It's just rearranging the spreadsheets for
now. To this day I still don't plan on you taking any loss, but it is foolish to pay the irs now so all
that we will have to figure out later . Maybe what you write off we will do a separate spreadsheet
for and I can pay you it in cash in time. We can figure that out

On Aug 22, 2015, at 9:28 AM, Denny <dcmoney@yahoo.com> wrote:
The only problem , is that like I said I can't get new investors, I can't give them
the documentation that is necessary. I am hoping the Utah guys will come

through.

As far as where I put the money or transfer the past payments, that will have to be
worked out later.

I think for now I will modify my payoffs for Belmont and the next one so I just
receive cash and take a loss .

Sent from my iPad

On Aug 22, 2015, at 9:14 AM, SMena98754(@aol.com wrote:

Here are my thoughts:
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| like you am ready to put this behind
me. Like you | cant live this way, never
had so much stress ever but we are
close to it being over and that's what |
keep reminding myself!

They already know which banks now to
not give me and they have not and they
have been doing what they said. Your
thought process is correct except |
already told them about the banks not to
send me. | also told them they can send
about 1.5 a day and | can handle that
knowing the payoffs. Clearly some days
it is not exact, but as you know it goes
up and down.So Doing what you said
with the properties wont work. If they
keep giving me 1.5 and | keep having
1.5 in payoffs, which is why | told them
1.5 was ok, | still am 2 Mill Short and
believe me there is no going back now
and changing anything we spoke about.
| am not on their favorite list right now, |
will be in time but | have to prove | can
do what | said. | will provide my
speadsheet to them once a week to
show them what the numbers are which
is what | told them so they see it and
know where we have to be at.

You moving the money from Interest to
Principle is a great Idea, Considering it
is just moving over to the interest
workout and it will show a lower
principal balance on the workout which
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is good for many reasons all of what we
discussed a couple days ago. You are
not taking a loss for that interest, just
going on a different spreadsheet. There
IS no reason to pay real money to the
IRS When that same money can help
the business.

As far as taking a loss on the AFG
Properties and modifying the payoff, that
will clearly only make sense based on
the profitability of this year for densco. |
would first move interest over and see if
there is even enough room to do
anymore. Again, | think the money
should stay vs going to the IRS For no
reason right now. Where | am not ok is
with densco witting some things off and
it not benefiting you with the taxes. If
after you play with the workout interest,
there is no more room, we just continue
doing the AFG'S As we have been.

The wholesale balance as you said cant
not go to 30 Mill Or over. | agree, that is
why | came up with the ideas | did and
have someone now for the overage.
This way we are not going past 27 Mill
approx. It would be impossible for it to
go past that, because everyone is on
the same page. Everyone knows
Thursday | go though the numbers with
them and we decide what Friday will
look like.
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The UT Guys would be a help if we had
90 days. Here is my math:

Assuming | get the commitment on
Monday morning for another 500,000
from someone, That means | raised
85% Of the problem funds and believe
me it was not easy. We have 1.5 Mill to
work though

Once | pay off these Properties , here is
how | see this happening:

Every Friday 100,000.00 Gets paid
towards the workout

| plan on giving you 6 months of checks
up front so every week you can scan a
100,000 check in to workout and the
only wires | will do is when we settle the
wholesale out weekly.

Based on the number on Thursday , |
will know what | can do and cant do
friday, meaning through the week | got 6
Mill in Properties , and payoffs came to
5.8, then that week you will at least
receive the 200,000 back.

| am about 30 days away from going

into a very good season for furniture
king, which will help out as well, | may
for a good 6 months be able to pay
more than 100k a week towards workout
or Start to accumulate some part of the
wholesale props on my own and get it
slowly paid off.
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| will make sure in cash flow you receive
at least 600k a month whether that be in
wholesale or workout, does not matter
at that point, it is cash flow.

The Wholesale Balance does not go up
(again it cant based on how it will now
happen)

Based on a 60 mill $ Portfolio you still
have about 15 Million to turn with other
investors. Personally during this time, |
would go out and look for more money
to grow the portfolio bigger. Remember
you did not want to grow a couple years
ago because you wanted it to be a 1
man operation, Even if it grows it still is
a 1 man operation, because what we do
and our accounting for you and releases
should take no more than an hour or so
a day, on your side which it is much
more time consuming dealing with 100
Customers. | would think at this point
there are times you are board!

Will you be hanidcaped for a month or 2
until the weekly payments start to come
in for the wholesale and workout? Yes,
However | only see a brighter future
after that. If the balance can only go in 1
direction, than that is positive by itself.

Originally | thought the best course
would be for me to start to pay off the
AFG, | guess for piece of mind sake, but
Now | think it would be stupid, instead of

CH_REC_CHI_0042845



me doing that, it would be a lot smarter
for me to pay towards the workout for
cash flow to densco vs paying off afg.
Afg Is not bothering us and as much as
it would be nice to get rid of them in the
next 60 days, we are so close to the end
, if it takes another few months, it would
kill either of us .

So advancing 1.5 Mill , that is paid back
in less than 2 months towards workout
and interest on wholesale assuming
principal does not move down.

| do think the spreadsheet for the
wholesale would be good for you only
because of cash flow. You dont have to
keep even a penny in the account

to commit to me and you can plan
accordingly based on available funds
who you want to lend to. If accounting it
does not work for you, we can still wire
daily. That is a call you can make . For
me it does not matter, we will just look at
how much you wired for the week and
how much | did and | will know what has
to happen friday.

If the UT Guys come through even if it is
for 60 Days, in 60 days you will have the
money back just in workout payments
and interest paid, Plus over the next few
months if you get another few investors
and you get some payoffs from other
investors, you are sitting ok again with
knowing whatever is in your account,
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you dont have to hold on to for the
wholesale business.

Once the Workout balance is at 0 , then
| plan on taking that same money and
throwing 1/2 to the interest on the
workout and 1/2 to the into the
wholesale properties, so every week ,
the balance goes down by 50k on
wholesale numbers and 50k on interest
and yet, | still have the wholesale
balance and it is a savings account for
me.

Thank Goodness | got the 3 Mill and
poss 500k (Which i believe will be ok,
problem with the 500Kk is it is just for a
short period of time, but we will figure
that out then, right now it is getting over
the hurdie) or none of this would even
be a discussion and it would not be
good, we are now so close we have to
pull it off and | do believe we will. Like
you said no way you could have come
up with the 5 Mill.

So in Summary us pulling this off we
have 5 Mill a year coming off the
workout and coming back to Densco to
reinvest and 2 1/2 years later the
workout is at 0!

That is my thinking right now
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In a message dated 8/21/2015 7:37:32 P.M. US Mountain Standard
Time, dcmoney@yahoo.com writes:

| knowi'll sleeptongith
becuz i can't go 3 nights
iwth no sleep.

I've had heart palpitation
all day. hopefully this will
make it go away.

first off, i think that these
guys have to work with
you. i had no idea, it was
at 5 million. there was no
way in the world i could
have given you 5 million in
the last month. like i kept
saying i was out of money.
if there is only 2 million
left, based on teh ave size
of the houses, that's
basically 6 max 7 houses

| see that if you can pull
just one house off a day
for the next 6 days, then
we have 1.5 or so million a
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day, in and out, you'll
catch up. using the theory
you can look at a bank,
trustee/lawyer which ever
and go this is no use in
purusing. that alone will
solve the problem. it might
take 8-9 days but big
deal. so if they give you a
list of 6 props and you say
no to one, but you catch
up on one that's 250k
same money in and out
and old one gets caught
up and one that would be
returned, you pay interest
and nothing gained from it
gets skipped, waste of
time and money averted.

| tried raising more money.

my nieghbor the other go
to guy for funds, simply
said, "I'm comfortable with
the amount of money i
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ahve with you" wihch
means no. trust me. i went
to as far as calling the
guys in UT (if you
remember the nightmare i
had with them 18 months
ago) they actually are
considering it. their
problem they want to give
it to me for 30 days. which
won't work because once i
put it in to the wholesale,
the number never goes
down and i'll never have
money to give back to
them. i told them i needed
a min of 90 days. they are
going to get back to me.

i thought of a lot of things
a million things.

one thing is i'm going to
go back and apply interest
payments to the workout. i
have to balance it based
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on trying to remain
profitable, but not too
much and not too little. i
haven't spent enough time
on it, i don't know if that is
a 500k swing or 100k
swing. but we need to get
that balance down. so say
| move 250k down on the
workout that i used to say
was interest payment. i
would just move that
interest to the work out
spreadsheet like we've
been doing with the
accured interest that's not
being paid now anyway.
worry about it later.

all payments that you
make to work out, are
100% principle. it's more
important to lower the
balance then receive the
interest. again, i have to
balance it out with trying to

CH_REC_CHI_0042851



be profitable. it's too early
to make those
calculations.

| was thinking about the
remaining afg's. it's not an
afg but belmont. they need
a 110k so they can send
me 240k or something. i
should modify my payoff
so that no cash is needed
to close and i'll just take a
loss on this one and once
again just move it off
balance sheet o the
spreadsheet and worry
about it later. like i said
above.

| might do that with the
remaining ones too. i have
to look at it, cuase it's in
coordination with moving
the interest against hte
work out wich make me
more unprofitable. there
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might be a mix i don't
know i've not worked
through the numbers. but i
don't want to have a huge
tax bill and still have a
huge balance on the work
out.

some kind of happy
medium along with
keeping my accountant

happy!

I've got about a million
supposed to close next
week t00. several are
yours. i've got to pay
interset at he end of hte
month and i've got just 2
deals left to fund. i still
have 400k to return to
tome. I'll just have to say
no to eveyrthing else. i
said no to two deals today,
which were 60% LTV's to
two great borrowers. i
even had an investor call,
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did'nt want his money out,
wanted me to lend him
money monday on a
property, but i told him no.
that was uncomfortable.

if i put another 500k or
more on the wholesale
and doesn't come back
down, i'm just losing the
ability to function as
business. that's why i had
to put the brakes on it in
july. there isn't enough
money outside of what
you have to turn over to
make a business run.

| dont' have a silver bullet.
| can't make 2 milllion
show up. i can't have the
wholesale go over 30
million and never come
down.
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those are my thoughst so
far.

DenSco Investment Corp
www.denscoinvestment.co

m 602-469-3001 C 602-
532-7737 f

From: Scott Menaged <smena98754@aol.com>
To: Denny <dcmoney@yahoo.com>

Sent: Friday, August 21, 2015 4:24 PM
Subject: Re: (no subject)

Ok | think | came up with 500k more but won't know
till Monday morning

If | get that it would have to be paid back last day in
December

Sent from my iPhone

On Aug 21, 2015, at 4:16 PM, Denny
<dcmoney@yahoo.com> wrote:

Yes and on the phone, | am with my boys | will email
u later

Sent from my iPad

On Aug 21, 2015, at 3:59 PM,
SMena98754@aol.com wrote:

| hope you have been brainstorming like | Have
all day!
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Message

From: Denny [dcmoney@yahoo.com]

Sent: 2/15/2014 3:45:59 PM

To: Scott Menaged [smena98754@aol.com]
Subject: Re: Ever ending

Attorneys sole purpose is to self perseverance
sent from my iPad

> On Feb 15, 2014, at 7:25 AM, Scott Menaged <smena98754@aol.com> wrote:

>

> This reminds me of the chris group!

>

> We went thru weeks of back and forth with attorneys for something I solved in a 45 minute phone
conversation with no attorneys!

>

> I think with a1l of us in a room together without the he is ok with that and maybe I am ok with this we
can be done with this. I hope you see my point on this.

>

> Sent from my iPhone

>

>> On Feb 15, 2014, at 7:39 AM, Denny <dcmoney@yahoo.com> wrote:

>>

>> David would like to know what the points of contention r. He feels 1ike he put in there everything we
agreed to

>>

>> Sent from my iPad
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DenSco Investment Corporation
Investor Balances

Dec 31, 15 Jun 30, 16 Change
Long Term Liabilities
Alber Family Trust 60,000 60,000 -
Angels Investments, LLC 200,000 200,000 -
Badiani, Nishel - - -
BLL Capital, LLC 87,870 93,276 5,406
Brinkman, Rob 350,685 372,259 21,574
Brown, Craig & Tomie 500,000 500,000 -
Bunger Estate, LLC 795,000 795,000 -
Bunger, Alexandra - - -
Bunger, Cassidy - - -
Bunger, Connor - - -
Bunger, Steven 1,655,000 2,055,000 400,000
Burdett, Tony - IRA 648,104 687,975 39,871
Burkhart, Kennen 167,546 167,546 -
Burkhart, Kennen - IRA 564,885 599,637 34,752
Bush, Warren 257,170 257,170 -
Butler, Mary - IRA 396,855 421,270 24,415
Butler, Van 298,361 304,412 6,051
Butler, Van - IRA 396,855 421,270 24,415
Byrne, Thomas & Sara Living Tru 250,000 250,000 -
Careywood on Eagle Wings, LL.C - - -
Caro McDowell Revocable Trust 300,000 300,000 -
Carr, Bev - - -
Carrick, Erin Trust 200,067 200,067 -
Carrick, Gretchen Trust 250,000 250,000 -
Cate, Averill 100,000 100,000 -
Chittick, Arden 399,473 411,577 12,104
Chittick, Denny - - -
Chittick, Denny - 401k - - -
Chittick, Denny - DB Plan - - -
Chittick, Eidon 797,748 811,452 13,704
Cohen, Herb 250,000 250,000 -
Davis, Glen 688,302 730,646 42,344
Davis, Glen - IRA 316,150 335,599 19,450
Davis, Jack 75,952 80,625 4,673
Davis, Jack/Samantha 59,458 59,458 -
Detota, Scott 213,951 213,951 -
Dirk Wright Memorial Schoolarsh - - -
Dirk, Amy - IRA 108,697 115,384 6,687
Dirks, Bradley - IRA 242,262 257,166 14,904
Dupper Living Trust 800,000 800,000 -
Einck, Todd 200,000 200,000 -
Farfante, Dino - - -
Fischer Family Holdings, LLC - - -
Four Futures Corp - - -
Gelbricht, Jacqueline - - -
Global Qwest, Inc. - - -
Gould, Scott - IRA - - -
Grant, Stacy - IRA 126,833 134,636 7,803
Griswold, Russ 100,000 100,000 -
Griswold, Russ - IRA 136,957 145,383 8,426
Gumbert, Mike 800,000 800,000 -
Hafiz, Nihad 500,000 500,000 -
Hahn Family Limited Trust 440,178 442,650 2,472
Harvey, Chris - - -
Hey, Ralph 90,480 90,480 -
Hickman, Dale 961,770 1,019,400 57,630
Hickman, Kathy - - -
Hood, Craig 1,501,694 1,594,079 92,384
Howze, Lee 80,000 80,000 -
Hughes, Bill - IRA 582,627 589,127 6,500
Hughes, Bill & Judy 125,000 125,000 -
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DenSco Investment Corporation
Investor Balances

Dec 31, 15 Jun 30, 16 Change

Hughes, Judy - IRA 244,430 250,930 6,500
Imdieke Revocable Trust 5,800,000 5,800,000 -
Jetton, James 69,874 74173 4,299
Jones, Les - - -
Jones, Les - IRA 327,803 347,969 20,166
Kasier, Ralph - IRA 372,567 395,487 22,920
Kelly, Mike - - -
Kent, Mary 381,227 381,227 -
Kent, Mary - IRA - - -
Kent, Paul 251,746 251,746 -
Kimble, Don - - -
Kimble, Don - IRA - - -
Koehler, Robert - IRA 252,295 267,817 15,521

Kopel, Jemma 114,191 121,216 7,025
Kopel, Roy - IRA 226,504 240,438 13,935
Lawson, Robert 140,491 149,134 8,643
Ledet, Wayne 322,841 396,216 73,376
Ledet, Wayne - IRA 375,597 398,703 23,107
Ledet, Wayne - ROTH IRA 137,552 146,014 8,462

Lee Group, Inc. 300,000 300,000 -
Lee, Terry & Lil 100,000 100,000 -
Lent, Lillian - IRA 56,781 60,274 3,493
Lent, Manuel - - -
Lent, Manuel - IRA 134,983 143,287 8,304
LJL Capital, LLC 105,040 111,502 6,462

Locke, Bill & Jean 187,990 196,171 8,182

McArdle, James 542,781 542,781 -
McCoy, James & Lesley Trust 400,000 400,000 -
Meikle, Gregg - - -
Miller, LF Fund 100,000 100,000 -
Miller, Mar & Pat Trust 1,515,000 1,515,000 -
Miller, Marv & Pat Major - - -
Minchuk, Lawrence Trust - - -
Moss Family Trust 131,597 139,693 8,096
Moss, Kaylene - IRA 370,109 392,878 22,769

Muscat, Vince 500,000 500,000 -
Nesta Capital, Inc. - - -
Non Lethal Defense, Inc 100,000 100,000 -
Odenthal, Brian 197,465 209,613 12,148
Odenthal, Brian - IRA 83,521 95,506 11,986
Page, Jolene 2,780,708 2,836,041 55,333
Patel, Greg - - -
Paxton, Smalerie 1,004,856 1,004,856 -
Pearce, Marelene - IRA 147,166 156,220 9,054
Pearce, Marlene - - -
Petranek, Doriann 296,321 314,550 18,230
Phalen Family Trust 845,000 845,000 -
Phalen, Jeff - IRA 527,609 560,067 32,459

Potempa, Kevin - - -
Preston Revocable Living Trust 160,000 160,000 -
Princeville Investment Group SW - - -
Quigley, Karen - - -
Ray, John - - -
Rivera, Ray - - -
Rzonca, Pete 200,000 200,000 -
Saltire LLC 150,000 150,000 -
Sanders, JoAnn 92,538 98,231 5,693
Schiotz GB 12, LLC - IRA 204,371 153,253 (51,118)
Schloz, Mary - IRA 165,200 175,363 10,163
Schloz, Stanley - IRA 164,193 174,294 10,101

Schloz, Stanley - ROTH IRA - - -
Schloz, Stanley L 177,040 181,780 4,740
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DenSco Investment Corporation
Investor Balances

Dec 31,15 Jun 30, 16 Change
Schreiber, John - - -
Scroggin, Annette - IRA 215,977 229,264 13,287
Scroggin, Annette - ROTH 69,226 73,485 4,259
Scroggin, Mike 150,000 150,000 -
Scroggin, Mike - IRA 534,173 567,036 32,862
Scroggin, Mike - ROTH 123,285 130,869 7,685
Sherriff, Stewart 150,000 150,000 -
Siegford, Gary 514,684 514,684 -
Siegford, GE 1,085,597 1,086,453 10,856
Smith Trust, Carsyn P - - -
Smith Trust, Mckenna - - -
Smith Trust, Tony & Saundra 500,000 500,000 -
Smith, Tony - IRA 340,349 361,287 20,938
Sterling, Donald 50,000 50,000 -
Sundance Debt Partners, LLC - - -
Swirt, Nancy 92,158 98,063 5,905
Swirtz, William 1,630,000 1,630,000 -
Thermogen - - -
Thomas Stevenson - - -
Thompson, Coralee 2,128,047 2,170,820 42,774
Thompson, Gary 1,866,977 1,904,503 37,526
Trainor, Jimmy 500,239 519,355 19,117
Tsal, Jeff - - -
Tuttle, Steve 137,600 137,600 -
Underwood, Wade 135,889 144,249 8,360
Walterscheid, Leonard - - -
Weiskopf Enterprises, LLC - - -
Weiskopf Trust - - -
Weiskopf, Lauire - IRA - 327,980 327,980
Weiskopf, Tom - [RA - 15,388 15,388
Wellman Family Living Trust 105,000 105,000 (0)
Wellman, Carol 135,000 135,000 0
Wellman, Carol - ROTH 57,668 61,215 3,548
Wenlg, Brian 148,021 157,127 9,106
Wenig, Mark 400,476 400,476 -
will, John - - -
Zones, Michael 800,000 800,000 -
Total Long Term Liabilities 49,803,682 51,588,ﬁ 1,785,101
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5415 E. High St., Suite 200
Phoenix, Arizona 85054

Email: randerson@gamlaw.com
Phone' (480) 304-K300

Fax: (480) 304-8301

Attorneys for Receiver
IN THE SUPERIOR COURT OF THE STATE OF ARIZONA

IN AND FOR THE COUNTY OF MARICOPA

I
n the Matter of the Estate of Cause No. PB 2016-051754

DENNY J. CHITTICK, -
NOTICE OF CLAIM AGAINST ESTATE OF

Deceased. " DENNY J. CHITTICK
{Assigned to Commissioner Andrew
Russell)
1. The Claimant is Peter 8. Davis in his capacity as court appointed Receiver of DenSco

Investment Corporation (“DenSco”™) in Arizona Corporation Commission v: DenSco Investmen

Corporation, an Arizona corporation, Maricopa Counfy Superior Céun, case No, CV2016-014142

("Receiver™).

2. The Estate of Denny J. Chittick is indebted to the Receiver in the amount of
$46,811,635.54 as_detaﬂed in paragraph 3 below.

3. The Receiver’s claims against Estate of Denny J. Chittick are as follows:

Al At all madterial times, Chittick was the sole owner, (;fﬁccr, employee and

;hareholder of DenSco. From and after November 27, 2013, Chittick was aware that DenSco had

been defranded. At that point DenSco was insolvent, or would soon be insolvent, or was, or would
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DenSco to redeem Chittick’s shares of DenSco stock for a total amount of $555,000.00, during a timd

become, unable tp pay its debis as they became due. On or a'bout‘ December 31, 2014, Chinick
transferred all of the funds in his DenSco 4010()'Plan {($359,609.00) and transferred it to a new
accour.xt at Vangudard. Likewise, on or about December 3], 2014, Chittick transferred all of the fundg
from the DenSco Defined Benefit Plan ($1,817,243.03) to a certificate of deposit at an FDIC insured
bank, 'Additionally, op or zbout December 31, 2014, Chittick’; " caused DenSco to converd
$1,448,460.49 from his personal investment in DenSco, into DenSco stock in Chittick’s name,' as d
book entry. | |

L. CHITTICK’S PERSONAL INVESTMENT ACCOUNT

On December 31, 2014, Chittick converted $1,448,460.49 from his personal investment in
DenSco into DenSco stock. Between January 29, 2015 and June 28, 2016, Chittick caused DenSco to
make “distributions™ 10 Chittick, in the fotal sum of $55'5,000.00 (cash), which were funded by &

corresponding liquidation of Chittick’s shares of DenSco stock In other words, Chittick caused

period when the true value of’ the shares of stock would have been worthless, or r;early worthless)
given that DenSco bad been defrauded out of milljons of dollars and was insplvent or would soon be
insolvent, or was, or would become, unable to pay its debts as they became due.

Additionally, Chittick caused DenSco to trans;fea; $120,000 (cash) as “di;tributions," to
Chittick, between January 31, 2014 and December 26, 2014, These “distributions” were in addition to
the annual wages Chiftick was paid by DenSco and were made at a time that DenSco was insolvent,
or would scon be insolvent, or was, or would become, unable to pay its debits as they became due.

Last, Chittick caused DenSco to transfer $1 1,963.90 as “wages” to Chittick's minor children,

These funds may have been déposited into an IRA account for the bénefit of the children.
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I1. CHITTICK 'S 401(X) PLAN.

On or about December 31, 2014, Chittick caused, or directed, the transfer of all funds in hig
401(k) Plan from DenSco into a 401(k) plan at Vanguard in Chittick’s name. At this time, the finds
e the 401(k) Plan had been invested in DenSco, so the true vah;e of the 401(k) investment was
worthless or nearly worthless. Still, Chittick traﬁsferre.d $359,609.00 as "‘funds of the plan™ to the
new account at Vanguard. Even if the value of the 401(k) plan was worth $359,609.00 at the time of
its transfer, $121,799.71 .belonged to DenSco. These funds include $84,800.00 from transfers. made to
the 401¢(k) plan which Chittick characterized as “wages,” but in reality were a type of distribution.
from DenSco to Chittick, from and after December 23, 2013. Adéli.tionaliy, the $121,799.71 includes
$36,999.71 in interest that accrued on the 401(k) Plan’s investor balance afier November 27, 2013, or
the date that Cmick became aware of the fraud committed against DenSco by Menaged. These
transfers left DenSco with even less n‘;oncy 10. pay its cteditors, at & time whqn it already was
insolvent, or wonld soon be insolvent,. or was, or would become, unable to pay its debts ag they]
became due.
L, CHITTICK 'S DEFINED BENEFIT PLAN
Chittick participated in a Defined Benefit Pension Plan at DenSco. All of the funds in thi§ .
account were invested in DenSco. On or about Detember 24, 2014, Chittick caused the liquidation. of
all “funds” in the Defined Benefit Pension Plan at DenSco and directed the transfer of the liquidated
funds to a secure investment in the form of a certificate of deposit at an FDIC insured bank. The
actual value ¢of the investment in the Defined Benefit Pension Plan was worthless, or nearly
worthless.  Still, Chittick transferred $1,817,243.03 out of the Defined Benefit Plan into thg
certificate of deposit. Even if the valu.g of the :'mves’r.rilent 1n the Defined Benefit Plan wag

$1,817,243.03 at the time of its transfer, $867,289.00 of these funds were the property of DenSco

3
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a first position Deed of Trust, or mortgage, with DenSco as a beneficiary on the real property

real property purchased by Menaged was intended to protect DenSco’s loans. However, Menaged

because $867,289.00 was transferred to the Defined Benefit Plan as a type of distribution for Chittick
aver and above his anmual wagés, plus $9,405.49 in interest that accrued on the Defined Beriefil
Pension Plan's investor balance, after November 27, 2013, or the date that Chithek became aware of
the fraud carumitied against DenSco by Menaged. The $1,817.243.03 is funds belonging to DenSco
Even if the value of the Defined Benefit Pension Plan was truly worth $1,8§7,243.03 on the date of
its tr;msfcr, at least 8876,6%94.49 of those funds belongs to DenSco. These transfers left DenSco with
even less money to pay its credifors, at a time when it already was insolvent, or would soon be
insolvent, or was, or would become, unable 10 pay its debts as they became due.

Claims: As a rtesult of the foregoing actions by Chittick, the Receiver has the

following claims against Chittick: Conversion, common law fraud, breach of fiduciary duty as
director and officer of DenSco, fraudulent‘transfer (both actual and construct.ive) pursuant to A.R.S|
§§ 44-1004 et seq., L_m-jusl eprichment, or, alternatively, gross negiigence or negligence as an officer]
or director of DenSco. '
B. Chittick was the sole owner, officer, employee and shareholder of DenSco. GChittick
transferred funds in the form of purported secured loans from DenSeo to Yomtov Scott Menaged of
his related entities as an investment of the cash assets of DenSco. Menaged was to sign a Promissory

Note for the monies loaned to him from DenSco, purchase real property with the lent funds, and signl.

purchased by Menaged or his related entities. All DenSco-monies loaned to Menaged were to bg

repaid by Menaged with interest. If a default occurred, DenSco’s first priority secured interest in the

defrauded DenSco by taking advantage of DenSco’s lending practices and in numerous instances,

¢
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DenSco’ s loans to Menaged or his related entities were not secured with a first position deed of trust
or Menaged failed 10 even purchase any real property the procegds of the DenSco loans to Menaged.

Ta date, the Receiver has identiﬁed 91 remaining De_nSco loans to Menaged, or his related
entities, totaling $43,947,819.61. From these 91 loans, it appears that only 6 real properties werg
actually purchiased by Menaged or his related entitiqé, however, these properties are not secured by a{
1" position lien in favor of DenSco. The Receiver has determined that of the $43,947,819.61 that was
lent to Menaged or his related ‘entities, $14,339,339.79 was advanced to Menaged under 4
forbearance agreement to pur.pone'dly ensure DenSeo had first position liens on property' previously|
purchased by Menaged with previous DenSco loans, and $28,122,300.00 appesrs to represent
unsecured loans to Menaged. It is not yet known what Menaged has done with the $28,122,300.00
of DenSco funds. Menaged filed for Chapter 7 bankruptcy relief on April 20, 2016,

Chittick failed to institute or follow proper management and control of DenSco's business
operations which enabled and contributed fo the fraud commirted against DenSco by Menaged
Chittick was aware of the fraud committed against DenSco, by Menaged, at least by November 27|
2013. Despite his actual knowledge of the fraud by Menaged, Chittick continued to accept monies
for investors into DenSco, and continued to make Joans to Menaged and his related entities, adding 10
the liabilities of DenSco which could not be met, Chittick’s failure to provide proper management
and control of DenSco’s operations also included the preparation of false, or inaccurate financial
records of DenSco, upon which the tax liability of DenSco was baged, resulting in artificially inﬂateJ
tax liabilities of DenSco. The tax liability of DenSco was borne by Chittick since DenSco wag
treated as an S corp for tax purposes. However, DenSco presurhably would reimburse Chittick for the
tax liability he paid related 10 DenSco's income in the form of draws and/or payroll. Therefore, to

the extent that DenSco transferred funds, or other wvalue, to Chittick that was based wvpon an

5
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|| enrichment, or, alternatively, gross negligence or negltgence as an officer or director of DenSco.

artificially inflated tax liability of DenSco, DenSco was harmed in an amount to be determined, in
addition to the loss of the $43,947,819.61, earlier discussed.

Claims: As a result of the foregoing actions by Chimick, the Receiver has the foHowingJ
claims against Chittick: common law fraud, misrepresentation, breach of fiduciary duty as directos
and officer of DenSco, fraudulent transfer (botl; actuat and constructive) pursuant to A.R.S. §§ 44+

1004 et seq., aiding and abetting Yomtov Scott Menaged in his torts against DenSco, unjust

4, Given the complexity of the issues surrounding DenSco and the Receiver’s ongoing
investigations into DenSco and its bus‘me'ss operations, the Recetver believes further discovery into
the actions or omissions of Chittick may expese additiona} potential claims and/or monetary damages
against Estate of Denny J. Chittick. Accordingly, the Receiver may amend this Notice of Claim if and
when new information is discovered.

5. The Receiver's claims against the Estate of Denny J. Chittick are unsecured.

6. The Receiver shall mail a copy of the Notice of Claim against Estafe of Denny J.

Chittick to the Personal Representative.

DATED this 9th day of December,201

G

torneys
Original of the foregoing filed

this 9th day of December, 2016, with:

Clerk of the Maricopa County Superior Court
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Capy of the foregoing hand-delivered this
9th day of December, 2016 to:

Commissioner Andrew Russell
Maricopa County Superior Court -
Northeast Regional Center

18380 N. 40" Street

Phoenix, Arizona 85032

Copy of the foregoing mailed this
this 9th day of December, 2016 to:

Clark Hijl, PLC

Darra Lyan Rayndon

Michelle M. Tran

14850 N. Scottsdale Road

Suite 500

Scottsdale, Arizona 85254

Attorneys for Shawnga C. Heuer, Personal Representative
of the Estate of Denny J. Chittick, Deceased

James F, Polese

Christopher L. Hering

Gammage & Bumham, P.L.C.

Two North Central Avenue

15® Floor

Phoénix, Arizona 85004

Attorneys for the Estate df Denny Chittick, Deceased
And Densco Investment Corporation

Scott A. Swinson, Esq.

2400 E. Arizona Biltmore Circle, Suite 1300
Phoenix, AZ 85016
Attomney for Robert Brinkman Family Trust

Peter S, Davis, Receiver of Densco Investment Corparation
3200 North Centra] Avemue .
Suite 2460

Phoepix, Arizona 85014
By %wm @ng
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GUTTILLA MURPHY

ANDERSON
5415 E. HioH STREET, Surte 200
PHOENIX, ARIZONA 85054
{480) 304-8300
FAX (480) 304-8301
Our No, 2359-001
Hand Delivered
August 8, 2017
The Honorable Teresa Sanders
Maricopa County Superior Court
101 West Jefferson
East Court Building, Courtroom 811
Phoenix, AZ 85003
Re: Arizona Corporation Commission v. DenSco Investment Corporation

Cause No. CV 2016-014142

Dear Judge Sanders:

As you have been recently assigned the above referenced receivership proceeding and our
law firm represents Peter S. Davis, as the Court’s Receiver (“Receiver”) under the Order
Appointing Receiver entered in this case (copy attached), of the DenSco Investment Company
(“DenSco™), I thought it would be helpful to provide you with some background information and
key documents in the receivership.

As some background, this proceeding involves the administration of DenSco’s unlicensed
hard money lending business. Established in 2001, DenSco primarily engaged in funding the
purchase of real estate, secured by deeds of trust, using over $40,000,000.00 that DenSco raised
from individual investors. The receivership was established on August 17, 2016, after the sole
principal of DenSco, Denny Chittick, died suddenly and serious concerns were raised about
DenSco’s business operations. Soon thereafier, the Arizona Corporation Commission filed a
Complaint against DenSco seeking the appointment of & Receiver to take over control of DenSco
and, among other things, marshal its assets for the benefit of DenSco’s investors and creditors.

During his appointment, the Receiver has uncovered that DenSco was both the victim of
a series of fraudulent schemes perpetrated by one of its lenders, but also was operating as a Ponzi
investment scheme while intentionally misleading its investors, as to its financial solvency, In
the initial year of the receivership, the Receiver has diligently worked to uncover the factual
basis behind the collaspe of DenSco and address a myriad of issues in the administration the
receivership case.

In order to establish rules governing the procedures in the receivership, Judge
Bustamante entered Order Re: Petition No. 2, a copy of which is also enclosed. [See.attached as
Ex 11 This order is nearly identical to procedural orders entered in other receivership proceedings
before the Superior Court of Arizona. This order provides for the filing of petitions, rather than
motions, and for a Court to conduct hearing on petitions. The order also provides for the

Kolly S. Oglasby CR 50178



The Honorable Teresa Sanders
August 8,2017
Page 2

Receiver to obtain hearing dates from the Court and to give written notice of such hearings to all
persons on the Master Service List. The Master Service List is maintained by counse] to the
Receiver and includes the assigned judge, the parties, legal counsel appearing in the case, and all
persons who have requested to be notified of filings in the receivership, A copy of the Master
Service List as of August 8, 2017, is enclosed [See attached as Ex 2] and reflects you as the
assigned judge in the receivership. These procedures are intended to provide a reasonable
opportunity to all interested parties, most of who are not lawyers and are not even parties to the
litigation, to have a say in the conduct of the receivership and this Court’s supervision of the
receivership. In addition, if persons not on the Master Service List are known to have an interest

in a particular Petition, those persons are also served with the Petition, Notice of Hearing and
proposed onder.

In an ongoing effort to keep the Court and interested parties up to date on the activities of
the Receiver, the Receiver has issued a series of reports of his investigation and the Receiver
maintains 8 website, www.Denscoinvestment com, on which he posts copies of all petitions,
orders and other written documents relating to the receivership. Attached hereto is a copy of the
Receiver’s status reports dated September 19, 2016 and December 23, 2016.

Pending Matters

There are a series of petitions currently pending before the Court. Two are currently set
for hearing.

¢ Petition No. 11. Petition to Fill Corporate Vacancies Created By Death of Denny
Chittick; Confirmation That the DenSco Retirement Plan is Not a Receivership
Asset and to Retain Accounting Professional to Amend DenSco Tax Returns. The
hearing on this Petition has been continued multiple times and is currently set for
hearing for September 7, 2017 at 8:45 A.M. [Given that this Petition is set for a
future hearing no action is currently required on Petition No. 11]

o Petition No, 27. Petition for Order Approving Fees and Costs Incurred By the
Receiver, Guttilla Murphy Anderson, P.C. , and Frazer Ryan Goldberg &
Arnold, LLP from April 1, 2017 through April 31, 2017 and Snell & Wilmer,
L.L.P. from December 1, 2016 through January 31, 2017, Petition No. 27 was
filed on June 15, 2017. No objections have been filed in response to Petition No.
27 and a hearing has not been set on Petition No. 27.

o Petition No. 28. Petition to Confirm Sale of Real Property Located at 707 East
Potter Drive, Phoenix, Arizona. A hearing on this Petition is scheduled for
August 8, 2017 at 11:00 AM.

o Petition No. 29. Petition for Order Approving Fees and Costs Incurred By the
*_ Recelver, Guttilla Murphy Anderson, P.C., and Frazer Ryan Goldberg & Arnold,
LLP and Snell & Wilmer, L.L.P from May 1, 2017 to May 31, 2017. Petition No.
27 was filed on July 7, 2017. No objections have been filed in response to
Petition No. 29 and a hearing has not been set on Petition No. 29.
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o Petition No. 30. Petition for Order Approving Fees and Costs Incurred By the
Receiver, Guttilla Murphy Anderson, P.C., and Frazer Ryan Goldberg & Arnold,
LLP and Snell & Wilmer, L.L.P from June 1, 2017 to June 30, 2017, Petition No.
27 was filed on August 2, 2017. No objections have been filed in response to
Petition No. 30 and a hearing has not been set on Petition No. 30.

e Petition No, 31. Petition for Order Approving Payment 1o Special Counsel
Osborn Maledon. Petition No, 31 was filed on August 3, 2017. No objections

have been filed in response to Petition No. 30 and a hearing has not been set on
Petition No. 31.

Claims Adjudication

On March 29, 2017, Judge Bustamante entered Order Re: Petition No. 19, Order
Establishing Procedures for the Adjudication of Claims, which established procedures for the
filing and eventual adjudication of creditor claims in the DenSco Receivership case. A copy of
that order is enclosed.[See attached as Ex 3]. The claims bar date has passed and the Receiver
received one hundred and nineteen 119 claims seeking a total of $32,942,060.54. In accordance
with Order Re: Petition No. 19, the Receiver has prepared a claims report and made initial
recommendations on the filed claims. [See attached as Ex 4]. Pursuant to Court’s Order Re:
Petition 19, the Receiver’s recommendations have been made public and delivered to the
DenSco claimants who now have an opportunity to respond to the Receiver's claim
recommendations. After consideration of the creditors’ objections, the Receiver expects to file a
Petition secking the Court approval of each individual creditor claim in this case.

Pending Matters
There are several related matters that are pending:
1. omtov “Scott” agaed Bankruptey Case. DenSco’s largest lender Yomtov

“Scott” Menaged filed a personal Chapter 7 Bankruptcy on April 20, 2016. At the time of his
bankruptcy, Mr, Menaged owed a total of $43,947,820.00 to DenSco in the form of 91 individual
loans. The Receiver eventually determined that Mr. Menaged perpetrated a series of fraudulent
schemes upon DenSco and filed a proceeding, currently pending in bankruptcy Court, for a
determination that the debt owed to DenSco by Mr. Menaged was not able to be discharged in
bankruptcy. Despite Mr. Menaged being recently criminally indicted for his alleged role in an
unrelated scheme, the Receiver has recently reached a settlement with Mr. Menaged that resulted
in the award of a non-dischargeable judgment in the amount of $31,000,000.00 in favor of
DenSco. The Receiver intends to file a Petition to approve this settlement shortly.

2. DenSco Claims against former Legal Counsel. During the initial months of the
Receivership, the Receiver initially determined that DenSco may hold significant claims against
DenSco’s former legal advisors, including the law firm of Clark Hill PLC. The Court has
approved the engagement of Special Counsel Osborn Maledon PA to investigate and potentially
litigate these claims. )

3. Ancillary Recejvership of Fumniture King During the initial months of the

Receivership, the Receiver initially determined that DenSco was a secured creditor of Yomtov
“Scott” Menaged’s furniture businesses. Moreover, these fumiture businesses {Fumiture King,
LLC, Scott’s Fine Fumiture, LLC and Furniture and Electronic King, LLC (Collectively

",
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“Furniture King”)] had a massive amount of furniture inventory that needed to be liquidated.
Accordingly, in a cooperative effort with the Bankruptcy Trustee of Yomtov “Scott” Menaged,
this Court placed the furniture assets of Furniture King into Receivership and directed the
Receiver to liquidate the furniture for the benefit of Fumiture King’s creditors. The Receiver
recently completed the liquidation of these assets and intends to complete administration of the
Furniture King assets by filing a Petition in the near future.

Conclusion

" While this letter is not intended to provide the Court with a comprehensive review of all
of the pending and intended activity in the DenSco Receivership, [ hope this information and the
enclosed documents are helpful to you. The Réceiver anticipates that there will be a significant
amount of activity in this case in the coming months and is prepared to address any questions or
concerns that you may have regarding the receivership procgeding.

RWA:cma

/;Z . Anderson
Enclosures

cc:  All persons listed on attached Master Service List
(w/only the Master Service List enclosed)

109126



Exhibit 31

Exhibit 31



w

7

'S
ExH.No.__ %3
ALY
Kelly 8. Oglesby CR 50478

GUTTILLA MURPHY
ANDERSON (@@ P)\\f

5415 E. HiGH STREET, Sure 200
PHOBNIX, ARIZONA 85054

(480) 304-8300
FAX (480) 304-8301
Our No, 2359-014
September 21, 2017
Stewart Gross
Law Offices of Stewart F, Gross PLLC
3401 North 32™ Street
Phoenix, Arizona 85018

Re: DenSco Receivership, Maricopa County Superior Court,
Cause No. CV2016-014142,

Dear Mr, Gross:

This firm represents Peter S, Davis, the court-appointed Receiver of DenSco Investment

Corporation (*DenSco”) in the above-captioned matter pending in Maricopa County Superior
Court,

Please accept this letter in response to your letter to Mr, Davis dated August 9, 2017 and
as overview of the law and facts related to the Receiver’s demand for the return of $1,336,644.30
from the Four Futures-Corporation, the McKenna Smith Trust and Carsyn Smith Trust.

As you know, the Receiver has determined that your clients, the Four Futures
Corporation, the McKenna Smith Trust and Carsyn Smith Trust received a collective ponzi
“profit” of $1,336,644.30 in excess of their collective principal investments into DenSco. While
I have read your letter, I am ¢oncerned that you have misunderstood the Receiver's demand, 1
hope this letter will help you better understand this nuanced area of the law and the factual and
legal basis for the Receiver’s demand.

As an initial matter, before the Receiver can make a claim for the return of any “ponzi
profits”, the Receiver must first determine that the DenSco fraud scheme was in fact a ponzi
scheme, Here the Receiver has conducted a forensic recreation of the books and records of
DenSco and has determined that DenSco was operated as a ponzi scheme, While 1 will not
repeat the entire factual basis of the Recelvers investigation in this letter, I have enclosed a copy
of the Recelver’s Status Report dated December 23, 2016 (“Status Report”), The Status Report
will provide you with a detailed overview of the Receiver’s investigation into DenSco, his
solvency analysis of DenSco and the factual justification for his determination that as of
December 2012, DenSco was insolvent and operating as a Ponzi scheme, Simply put, it cannot
be reasonable disputed that DenSco used new investors money to pay older investors obligations




September 21, 2017

and that DenSco was hopelessly insolvent when the transfers of “profit” were made to your
clients and the other DenSco “winners™,

As you may suspect, the law supports the recovery by a court-appointed Receiver of
funds in received excess of principal invested into a Ponzi scheme. Under statute, lawsuits are
maintained b{ Receivers against *Ponzi winners” under provisions of the Uniform Fraudulent
Transfer Act,’ While there are numerous legal theories under which the Receiver is entitled to
recover the “ponzi win” this letter will focus on the law of fraudulent transfer, Under A.R.S. §
44-1004(A)(1), a fraudulent conveyance is shown by proof of actual fraud, A fraudulent trensfer
under the statute exists where there is “clear and satisfactory evidenee of an ‘actual intent to
hinder, delay or defraud any creditor of the debtor’ or of a debtor receiving no reasonable
consideration for a transfer or obligation.” Gerow v. Covill, 192 Ariz. 9, 17, 960 P.2d 55, 63
(App.1998). Actual intent may be shown by direct proof or by circumstantial evidence from
which actual intent may be reasonably inferred. /4 A myriad of cases have uniformly held that
the existence of & Ponzi scheme provides the necessary proof that that the transferor had the
requisite intent to deftaud. Moreover, transfers made in furtherance of Ponzi schemes have
achieved a special status in fraudulent-transfer law, Warfield v. Alaniz, 453 F.Supp.2d 1118,
1136-38 (D. Ariz. 2006) (proof of the existence of a Ponzi scheme showed that there was actual
intent to defraud and thus the receiver, as a matter of law, had shown the existence of a
fraudulent transfer). In re Grafion Partners, 321 B.R. 527, 532 (9th Cir. BAP 2005) (proof that
the transferor was running e Ponzi scheme can suffice to warrant a finding of actual fraud); Jn re
Cohen, 199 B.R, 709, 717 (9th Cir. BAP 1996) (whether transfers were made with actual intent
either to hinder or to delay or to defraud creditors is the same under the Bankruptcy Code and
UFTA, proof of a Ponzi scheme is sufficient to establish the operator's actual intent to hinder,
delay, or defraud creditors for purposes of actually fraudulent transfers); accord In re
Agricultural Research and Tech. Group, Inc., 916 F.2d 528, 535 (9th Cir.1990) (debtor's actual
intent to hinder, delay or defraud its creditors may be inferred from the mere existence of a Pongi
scheme), In re World Vision, 275 B.R. 641, 656 (Bankr.M.D.Fla.2002) (in cases involving a
Ponzl scheme, the analysis is simplified because fraudulent intent is inferred). One can infer an
intent to defraud future undertakers from the mere fact that an individual was running a Ponzi
scheme, because no other reasonable inference is possible. /n re Slatkin, 310 B.R, 740, 748
(C.D.Cal2004), aff'd 222 Ped.Appx. 545, 2007 WL 135881 (9™ Cir. 2007) (unpublished
opinion). The orchestrator of the scheme must know all along, from the very nature of his
activities, that investors at the end of the line will lose their money. /. Knowledge to a
substantial certainty constitutes intent in the eyes of the law, and this knowledge that future
investors will not be paid is sufficient to establish his actual intent to defraud them. /d,

In interpreting the Washington state fraudulent transfer statute, which is similar to
Arizona's statute, the 5™ Cirenit Court of Appeals concluded that the receiver did not have to
prove that investors, who receive retumns in excess of their investments in a Ponzi scheme,
knowingly participated in the fraud, To recover the transfers from the estate to the investors, the
court concluded that proof of an actual intent to defraud was satisfied by showing that the
investment involved a Ponzi scheme, which was, as a matter of law, insolvent from its inception,
Warfield v. Byron, 436 F.3d 551 (5™ Cir, 2006)°.

! Please sce A.R.S. Title 44, Chapter 8, Artlole 1.

2 1f you are unfamiliar with this area of litigation, I've found that the 9* Circult Court of Appeals decision in Donel/
vs: Kowelf , 533 F.3d 762 provides an informative overview of the last decade of litigation In this area of the law and
addresses the typical arguments raised in defense of these claims advanced by Receivers,
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Assuming that your collective clients will argue that they acted in good faith in accepting
the funds from DenSco, they also must show that DenSco received an equivalent value for the
funds that were transferred to your clients, “The primary consideration in analyzing the
exchange of value for any transfer is the degree to which the transferor's net worth is preserved.”
Warfield v. Byron, 436 F.3d at 560 (citing Butler Aviation Int'l v. Whyle, 6 F.3d 1119, 1127 (5th
Cir.1993)). See also, S.E.C. v. Resource Development International, LLC, 487 F.3d 295, 301-02
(5" Cir. 2007). According to the commentary to the Uniform Fraudulent Transfer Act
(*UFTA"), “value is to be determined in light of the act's purpose, in order to protect the
creditora.” In re Agric. Res. & Tech. Group, Inc, 916 F2d at 540, Here, the net worth of
DenSco was diminished by the transfer of funds to certain investors to detriment of other
investors and thus did not furnish a reasonably equivalent value to the estate. See In re Whaley,
229 B.R. 767, 775 (Bankr.Minn.1999) (A payment made solely for the benefit of a third party,
such as a payment to satisfy a third party's debt, does not furnish reasonably-equivalent value to
the debtor.”) (citing /n re Bargfrede, 117 F.3d 1078, 1080 (8th Cir,1997)), The good faith
defense will fail in this matter because your clients will be unable to prove that they exchanged
reasonably equivalent value for the funds that they received from DenSco.

In what perhaps may feel like insult to injury, in the 9" and other circuits, Receivers can
even seek to recover prejudgment interest on the Ponzi “win” from the date that the transfer was
made to your clients, See Slarkin at 820, Agritech ai 541-42 and In re P.A. Bergner & Co., 140
F.3d 1111, 1123 (7th Cir,1998).

Not only may the Receiver maintain a claim against your clients under the Arizona
Fraudulent Transfer Act, but as the Receiver’s letter to your clients intimates, the Receiver may
maintain claims against your clients that all excess proceeds paid to them were made with funds
of the defrauded Investors of DenSco, thus these “excess” funds are the subject of constructive
trust at the time of their transfer to your clients, See generally Burch & Cracchiolo, P.A v,
Pugliani, 697 P.2d 674 (1985) regarding the establishment of constructive trust. The true
“owner” of these funds is the Receiver as substitute trustee of the funds. The Receiver has
determined that the funds used to pay your clients can be directly traced to the comingled
investor funds in DenSco. Once the funds are rightly returned to the Recelver, they can be
distributed to the beneficiaries of the constructive trust, i.e. the defrauded investors of DenSco.

While I can only imagine that this request by the Receiver may be disturbing to your
clients, it must be noted that they are one of very, very few “lucky” DenSco investors. Unknown
to your clients, we belisve that DenSco sought to “pay back™ a certain number of investors in
order to ensure that they received a return of their principal Investment (plus profits) for reasons
that remain unclear, While the Receiver continues to investigate the motivation behind selecting
your clients for the preferential repayment of their investment in DenSco, it should be noted that
the other investors in DenSco have coliective losses of $31,446,001.79.

After you have had a moment to review the cases angd the statutory basis for the
Receiver’s proposed litigation against your clients, please advise if your clients will be
voluntarily disgorging the Ponzi profits to the DenSco Receivership Estate, If they elect not to, I

suspeot your clients will be the subject of multi-party litigation to recover the praceeds of their
Ponzi profits,
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Please let me know of your client’s intent by October 15, 2017.

Singely,

, Anderson

RWA:rwa
Enclosures
Ce: Peter S, Davis, Receiver of DenSco (w/o enclosures) v/

297224
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IN THE SUPERIOR COURT OF THE STATE OF ARIZONA
IN AND FOR THE COUNTY OF MARICOPA

Peter S. Davis, as Receiver of DenSco
Investment Corporatlon, an Arizona
corporation,

Plaintiff,
Vvs.

Clark Hill PLC, a Mlchlfan limited
liability company; David G. Beaucham
anctl‘ Jane Doe Beauchamp, husband an.
wife,

Defendants.

No. CV2017-013832

PLAINTIFF’S SIXTH DISCLOSURE
STATEMENT

(Assigned to the
Honorable Daniel Martin)

Pursuant to Rule 26.1(a), Plaintiff Peter S. Davis, as the court-appointed receiver

of DenSco Investment Corporation (the “Receiver”), makes the following disclosures.

Changes from the Receiver’s Fifth Disclosure Statement are identified in the mark-up

attached as Appendix G.

On August 18, 2016, the Receiver was appointed to serve as the Receiver for

DenSco Investment Corporation (“DenSco”) under an order entered by the Maricopa

County Superior Court in Arizona Corporation Commission v. DenSco Investment

Corporation, CV2016-014142 (the “Receivership Court™). After the Receiver and his




—

I I N T N S N S N o N o T T S o S
0 N A L A W N = O O NN W R W - D

O 0 N N R W N

office,” had secured all of the loans in question, and had purposefully defrauded

DenSco.

c. On January 7, 2014, Clark Hill Received an Email From
Chittick in Which He Admitted That He Had Grossly
Mismanaged DenSco’s Loan Portfolio, Failed to Comply
With the Lending Practices Disclosed in the 2011 POM,
and Caused Densco to Suffer Substantial Losses.

211. On Tuesday, January 7, 2014, Beauchamp received an email from
Chittick, copied to Menaged, which contained information relevant to the demand letter
and said that Chittick was bringing Menaged to the planned January 9, 2014'meeting. _

212. Chittick’s email said that DenSco had, since 2007, loaned $50 million to
“a few different LLC’s” controlled by Menaged. Beauchamp knew or should have
known that those companies included the two entities identified in the demand letter:
Easy Investments (a defendant in the June 2013 Freo lawsuit) and Arizona Home
Foreclosures.

213.  Chittick’s email said that “[blecause of our long term relationship, when
[Menaged] needed money, [I] would wire the money to his account and he would pay
the trustee” (emphasis added), Menaged would sign a Mortgage that referenced the
payment to the trustee, and Chittick would cause the Mortgage to be recorded.

214.  Chittick attached to his email a form of Mortgage, Deed of Trust, and
Note Secured by Deed of Trust that he routinely used in making loans to Meﬂaged, :
which Chittick described as “docs you have reviewed and have been reviewed by a guy
at your last law firm, maybe two firms ago‘ in 2007.”

215. Chittick’s email confirmed what was evident from the demand letter, and

| brought home the red flags Beauchamp had missed when he prepared the 2011 POM

| and when he reviewed the Freo lawsuit six months earlier:

a. Chittick had been grossly negligent in managing DenSco’s loan

portfolio, by not complying with the terms of the Mongagé, whlch éaliéd for
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DenSco to issue a check payable to the Trustee, and instead wiring money to

Menaged, trusting Menaged to actually use those funds to pay a Trustee.

b. Chittick’s admitted practice of giving DenSco’s fund"s dix"gcﬂy to

Menaged, rather than paying them directly to a Trustee through a check made

payable to the Trustee, made the statements in the 2011 POM abput DenSco’s

lending practices materially misleading. ‘ .

216. Chittick’s reference to “docs you have reviewed and have been reviewed
by a guy at your last law firm, maybe two firms ago in 2007 suggested that Chittick -
might blame Beauchamp for the problenis DenSco now faced because of DenSco’s use
of those documents.

217. Chittick’s email went on to say that Menaged had told him in November
2013 that DenSco had been defrauded by Menaged’s “cousin,” who allegedly worked
with Menaged in managing Easy Investments and Arizona Home Foreclosures.
Menaged claimed that his “cousin” had “receiv[ed] the funds from [DenSco], then
request[ed] them from . . . other lenders [who] cut a cashiers check for the agreed upon
loan amount . . . [took] it to the trustec and . . . then record[ed] a [deed of trust]-
immediately.”

218. Chittick explained that “sometimes” DenSco had recorded its mortgage
before another lender’s deed of trust was recorded, but in other cases it had not.

219. According to Chittick, “[t]he cousin absconded with the funds.’
[Menaged] figured this out in' mid November.- He came to:me and €old'£né..What was’
happening. He said he talked to the other lenders and they agreed that this Was a mess,
and as long as they got their interest and were being paid off they wouldn’t foreclose,
sue or anything else.”

220. Chittick went on to describe the “plan™ that he and Menaged had been
executing since November: to “sell off the properties and paj" off both liens with
interest and make everyone whole.” He acknowledged that there were “short falls” on

each property, representing the difference between the value of the property and the
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423. This action was filed on October 16, 2017.

424. On December 22, 2017, the Receiver issued a status report describing the
status of the receivership, which the Receiver incorporates by reference in this
disclosure statement.

425. On March 15, 2019, the Receiver issued a status report desctibing the
status of the receivership, which the Receiver incorporates by reference in this

disclosure statement.

| II. LEGAL BASIS FOR CLAIMS

The Receiver has filed substantive motions in the case. The Receiver
incorporates by this reference all substantive pleadings filed by the Receiver including
pleadings on a prima facie case for punitive damages, pleadings on the common law

defense of in pari delicto, and pleadings on matters of evidence.

A.  Count One (Legal Malpractice)
The Receiver asserts that Defendants were negligent. To sustain that claim, the

Receiver “must prove the existence of a duty, breach of duty, that the defendant’s
negligence was the actual and proximate cause of injury, and the ‘nature and extent’ of
damages.” Glaze v. Larsen, 207 Ariz. 26, 29, { 12, 83 P.3d 26, 29 (2004) (citing
Phillips v. Clancy, 152 Ariz. 415, 418, 733 P.2d 300, 303 (App. 198_6)).:

That Defendants owed a duty to DenSco is undisputed; established by, inter alia,
the engagement letter Clark Hill issued in September 2013.

The Receiver will establish, through expert testimony, that Clark Hill fell below
the standard of care by, inter alia, (i) failing to advise DenSco at the outset of
representation of DenSco in September 2013 that DenSco could not sell any promissory
notes without first issuing a new POM; (ii) failing to advise DenSco of the.

consequences of having previously sold promissory notes without an adequate

| disclosure document; (iii) accepting the responsibility of preparing a new POM and then
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following Chittick’s instruction not to perform work on the new POM until Chittick
wished to do so, knowing that DenSco was continuing its business operations and
selling promissory notes to rollover investors and others; (iv) failing to properly advise

DenSco during the first week of January 2014 about the actions DenSco was required to |

|| take in light of the loan losses caused by Chittick’s gross mismanagement of DenSco’s

lending practices and Chittick’s intent to pursue a “work out” with Menaged; ()
advising DenSco in January 2014 and therafter that it could sell promissory notes

without first issuing a new POM and could continue its business operations, including

| the sale of promissory notes, while indefinitely delaying the issuance of a new POM:

(vi) negligently advising DenSco during January 2014 about the procedures DenSco
should employ in loaning monies to Menaged; and (vii) failing to withdrﬁw from the
representation of DenSco in September 2013 and at later points in time when it was
apparent that Chittick intended to take actions that were harmful to the interests of
DenSco and its creditors, including its investors.

The Receiver will establish that, but for Defendants’ negligence, DenSco would
not have suffered the losses described in the expert report of David Weekly. -Those
losses were reasonably foreseeable to Beauchamp and others at Clark Hill,

The Receiver alternatively asserts that Clark Hill and Beauchamp breached

fiduciary duties they owed DenSco. “[T]he essential elements of legal malpractice

based on breach of fiduciary duty include the following: (1) an attorney-client
relationship; (2) breach of the attorney’s fiduciary duty to the client; (3) causgtion, both
actual and proximate; and (4) damages suffered by the client.” Cecala v. Newzﬁan, 532
F. Supp. 2d 1118, 1135 (D. Ariz. 2007) (internal citations omitted).

The Receiver will establish through expert testimony that Defendants breached
their duty of loyalty to their only client, DenSco, by taking actions after Sgptembgr 12,

2013 that were intended to advance Chittick’s rather than DenSco’s interests, and by

| failing to take actions that would have advanced DenSco’s interests.  The Receiver will
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establish that, but for Defendants’ breach of fiduciary duty, DenSco would not have
suffered the losses described in the expert report of David Weekly and that those losses

| were reasonably foreseeable to Beauchamp and others at Clark Hill.

In addition to the losses DenSco suffered as a result of Défendants’ breach of
fiduciary duty, DenSco also seeks an order requiring Clark Hill to dfsgorge fees it
received from DenSco for work performed after Clark Hill breached its fiduciary dutjes.
DenSco relies on Restatement (Third) of the Law Governing Lawyers §37, wlh.ich
states: “A lawyer engaging in clear and serious violation of duty to a‘cl_ie;ntt may be

required to forfeit some or all of the lawyer’s compensation for the matter.

|| Considerations relevant to the question of forfeiture include the gravity and timing of

the violation, its willfulness, its effect on the value of the lawyer’s work for the client,
any other threatened or actual harm to the client, and the adequacy of other remedies.”
The Receiver relied on § 37 in denying Clark Hill’s proofs of claim.

B. Count Two (Aiding and Abetting Breach of Fiduciary Duty) :

The Receiver asserts that Clark Hill and Beauchamp aided and abetted Chittick
in breaching fiduciary duties Chittick owed DenSco. Arizona recognizes that. “lawyers
have no special privilege against civil suit” and are “subject to liability to a client or -
nonclient when a nonlawyer would be in similar circumstances” including claims for
aiding and abetting. Chalpinv. Snyder, 220 Ariz. 413, 424, 9§ 44-45, 207 P.3d 666, 677
(2008) (internal citations omitted). It is also generally recognized that “a corporate
attorney may be liable . . . for aiding and assisting the directors and officers in breaching
their fiduciary duties.” 3 William Fletcher, Cyclopedia of the Law of Private-
Corporations. § 839.10 (Apr. 2018 update).

To sustain this claim, the Receiver must establish that: “(1) [Chittick breached a

| fiduciary duty he owed DenSco] causing injury to [DenSco}; (2) [Defendants] knew

[Chittick] breached a duty; (3) [Defendants] substantially assisted or encouraged
[Chittick] in the breach; and (4) a causal relationship exists between the ass1stance or
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encouragement and [Chittick’s] breach.” Security Title Agency, Inc.-v. Pope, 219 Ariz.
480, 491, 9 44, 200 P. 3d 977, 988 (App. 2008).

Chittick, as DenSco’s only director and officer, owed fiduciary duties to DenSco.
“In Arizona a director of a corporation owes a fiduciary duty to the corporation and its
stockholders. This duty is in the nature of a trust relationship . . , > Atkinson v.
Marquart, 112 Ariz. 304, 306, 541 P.2d 556, 558 (1975) (citations omitted). These
fiduciary duties are both “implied by law,” Dooley v. O’Brian,'226"Afiz‘-; 149, 154,918,
244 P.3d 586, 591 (App. 2010), and codified by statute. See A:R.S. § 10-830 (duties of
directors); A.R.S. § 10-842 (duties of officers). |

Chittick also owed fiduciary duties to DenSco’s creditors, including its investors.
Under Arizona law, a director’s fiduciary duties “can apply even to creditors when a
corporation enters the zone of insolvency, without regard to the terms of the ﬁnderly’ing
contracts.” Dooley, 226 Ariz. at 154, § 18, 244 P.3d at 591. “Once a corporation -
becomes insolvent, the creditors join the class of persons to whom directors owe a
fiduciary duty to maximize the economic value of the firm for g// of the firm’s
creditors.” Dawson v. Withycombe, 216 Ariz. 84, 107, Y71, 163 P.3d 1034,.1057
(2008).

Among Chittick’s duties was the duty of loyalty. ‘He was required to act in
“good faith” and in the manner he “reasonably believe[d] to be in the best interests of
the corporation.” A.R.S. § 10-830(A)(1), (3); A.R.S. § 10-842(A)(1), (3). “The duty of
loyalty mandates that the best interest of the corporation.. . . take pljecedgqqq_ over-any
interest possessed by a director.” Fletcher, supra, at § 837.60; see also AMERCO v.
Shoen, 184 Ariz. 150, 160, 907 P.2d 536, 546 (App. 1 995) (approvigg j.ury instruction
to the effect that “defendants were obliged to place the corporation’s interest before
their own). Loyalty therefore includes “a duty to disclose information to those who
have a right to know the facts.” Fletcher, supra, at § 837.50.

Chittick also owed a separate duty of care. He was required to exercise a “high

degree of care,” Atkinson, 112 Ariz. at 306, 541 P.2d at 558, including “the care an
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ordinarily prudent person in a like position would exercise under similar
circumstances.” A.R.S. §§ 10-830(A)(2), 10-842(A)(2). Care includes ensuring that
the corporation complies with the law. See, e.g., Big 4 Advert. Co. of Phx. v. Clingan,
15 Ariz. 34, 38, 135 P. 713, 715 (1913) (“It is the duty of the board of directots to see
that the law’s requirements are observed.”).

Care also includes investigation. For example, “[t]he existence of a ‘red flag’

that might cause suspicion may require a director to make reasonable inquiries:” .

Fletcher, supra, at § 1034.80. While the business judgment rule sometimes calls for

judicial deference to a director’s decision, that rule does not apply when, for instance,
the director fails to gather “all material information reasonably available” or is
“personally interested” in the decision. Resolution Trust Corp. v. Dean, 854 F . Supp.
626, 636, 644 (first quoting Blumenthal v. Teets, 155 Ariz. 123, 128, 745 P..2c'l 181, 186
(App. 1987); then citing Shoen v. Shoen, 167 Ariz. 58, 65, 804 P.2d 787, 794 (App.
1990)); see also Fletcher, supra, at § 1040 (“To gain the protection of the_busjries‘s :
judgment rule, a director must have been disinterested, independent, and informed.”).
Even under the business judgment rule, a director still is liable for “gross negligence.”
Resolution Trust Corp., 854 F. Supp. at 635; see also Fletcher, supra, at § 1040 (“[T]he
presumptions arising from the business judgment rule may be overcome by showing
irrationality or inattention on the part of corporate officers or directors.”).

Clark Hill knew that Chittick owed fiduciary duties to DenSco and its investors,
as is evidenced by numerous emails Beauchamp authored. See, e.g., Feb. 4, 2014 Email

from Beauchamp to Chittick, at DIC0006673 (“you cannot obligate DeénSco to further

help Scott, because that would breach your fiduciaty duty to your investors.”); Feb. 9,
2014 Email from Beauchamp to Chittick, at DIC0006703 (“Denny: Please understand

that you are limited in what risk or liability you can assume. Your fiduciary duty to

| your investors makes this a difficult balancing act.”); Feb. 14, 2014 Email from

Beauchamp to Chittick, at DIC0006698 (“Unfortunately, it is not your money It is

your investors’ money. So you have a fiduciary duty.”).
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Clark Hill continues to acknowledge that Chittick owed these duties. . See -
Defendants’ Fifth Supplemental Rule 26.1 Disclosure Statement at 12-13, 15 (referring
to Chittick’s “fiduciary duty” to DenSco’s investors); see also Depositidn of David
George Beauchamp, 7/19/2018, at 135:8-10 (stating that Chittick’s “fiduciary duty was
to DenSco and the investors™), 157:19-21 (“Q. Mr. Beauchamp, DenSco owed
fiduciary duties to its investors. True? A. Correct.”), 162:17-20 (“Q. You ﬁnderstand
that DenSco owed a duty of loyalty to its investors. That’s part of a fiduciary duty,.
correct? A. Correct.”), 172:22-173:1 (“Q. . . . DenSco has a fiduciary duty to disclose
material facts to its investor. True? A. That is correct.”), 330:24-331:3 (“Q.....
DenSco had a fiduciary duty of loyalty and disclosure to its investors. True? A.
Correct.”); 337:11-15 (“Q. DenSco had a fiduciary duty of diligence to its investors.
True? [Objection to form.] A. It had a fiduciary duty to use sound business judgment
in doing the loans, yes.”).

Chittick breached these fiduciary duties by, inter alia, .

¢ failing to acquire the manpower and resources necessary to effectively
manage DenSco’s ever-increasing loan volume;

¢ using lax and grossly negligent lending practiées that violated the terms of
DenSco’s loan documents and representations made to investors in
DenSco’s POMs;

e instructing Clark Hill not to do any work on a new.POM while causing
DenSco to continue selling promissory notes between September and
December 2013;

o failing to acknowledge that the loan losses evident from Bryan Cave’s
January 6, 2014 demand letter and the claims of other hard money lenders
were the result of his own grossly negligent practice of disbursing loan
proceeds to Menaged, contrary to the terms of the Mortgage form and
representations made to investors in DenSco’s POMs;

¢ failing to question, much less investigate, the veracity of Menaged’s claim
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that his “cousin” had caused those losses;

e failing to investigate where the funds supposedly taken by Menaged’s
“cousin” had gone;

* pursuing a work out plan with Menaged that was not in the best interests
of DenSco and its investors and other creditors, instead of pursuing legal
remedies against Menaged;

e deciding to continue giving loan proceeds directly to Menégéd, ‘;éthér than
a Trustee, contrary to the terms of the Mortgage form and representations
made to investors in DenSco’s POMs;

e causing DenSco to sell promissory notes between January. and May 2014
without first issuing a new POM;

¢ instructing Clark Hill to not do more work on a new POM other than the
limited work that Clark Hill performed in May 2014 to-prepare a new
POM; and

¢ causing DenSco to sell promissory notes between June 2014 and June
2016 without first issuing a new POM;

Defendants’ knowledge of Chittick’s breaches of fiduciary duty can be inferred

| from the circumstances. Pope, 219 Ariz. at 491, 145,200 P. 3d at 988. - Indeed, some

courts have held that “[c]onstructive knowledge is adequate when the aider and abettor

| has maintained a long-term or in-depth relationship with the fiduciary.” Chem-Age

| Industries, Inc. v. Glover, 652 N.W. 2d 756, 775 (8.D. 2002) (internal citation ormitted).

The facts set forth above demonstrate Clark Hill’s intimate knowledge of, and
participation in, Chittick’s breaches of fiduciary duty.

Causation “requires proof of a causal connection between the defendant’s
assistance or encouragement and the primary tortfeasor’s commission of the tort,
although ‘but for’ causation is not required.” Pope, 219 Ariz. at 491, 47,200 P.3d
at 988. “The test is whether the assistance makes it ‘easier’ for the violation to occur,

not whether the assistance was necessary.” Wells Fargo Bankv. Ariz, Laborers,
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Teamsters & Cement Masons Local No. 395 Pension Trust Fund; 201 Ariz. 474, 485,1[
31,38 P.3d 12, 23 (2002). Cf. Granewichv. Harding, 329 Or. 47, 59, 985-P.2d 788, -
800 (1999) (allegation that lawyer for corporate client took actions “outside the scope of
any legitimate employment on behalf of the corporation” sufficient to allege substantial
assistance in aiding and abetting non-client corporate constituent’s breach of fiduciary
duties).

The facts set forth above demonstrate that Clark Hill provided substantial
assistance to Chittick’s breaches of fiduciary duty over an extended period of time.

C.  Punitive Damages

The Receiver seeks punitive damages. To recover punitive damages, the
Receiver must “prove by clear and convincing evidence that the defendant engaged in
aggravated and outrageous conduct with an ‘evil mind.” A defendant acts with the
requisite evil mind when he intends to injure or defraud, or deliberately interferes with
rights of others, ‘consciously disregarding the unjustifiable substantial risk of significant
harm to them.” Important factors to consider when deciding whether a defendant acted
with an evil mind include (1) the reprehensibility of defendant’s conduct and.the
severity of the harm likely to result, (2) any harm that has occurred, (3) the duration of
the misconduct, (4) the defendant’s awareness of the harm or risk of harm, and (5) any

concealment of it.” Hyatt Regency Phoenix Hotel Co. v. Winston & Strawn, 184 Ariz.

120, 132, 907 P.2d 506 (App. 1995) (citations omitted).

Punitive damages are appropriately awarded when, as here, an attorney breaches
fiduciary duties, acts out of self-interest, and attempts to conceal his niiscqnduct. "See,

e.g., Elliott v. Videan, 164 Ariz. 113, 791 P.2d 639 (App. 1989) (pfmitive damages were

appropriate whete attorney had conflict of interest, concealed it from client, and acted to

benefit at client’s expense); Asphalt Engineers v. Galusha, 160 Ariz. 134, 770 P.2d
1180 (App. 1989) (affirming award of punitive damages against attorney who breached

ethical duties to his client and concealed his misconduct).
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“[Clark Hill] can be vicariously liable in punitive damages for acts that its
partner [Beauchamp] performed in the ordinary course of the partnership’s business.”
Hyatt Regency, 184 Ariz. at 130, 907 P.2d at 130.

The Recciver has established a prima facie case for punitive damages based on
Beauchamp’s and Clark Hill’s: (i) aiding and abetting Denny Chiitt'ick’s'br_eaqhes of
fiduciary duty to DenSco and investors of DenSco, which in turn breached duties they
owed DenSco; (7i) conflicts of interest; and (iii) actions taken to conceal their
misconduct.

Evidence of that prima facie case is drawn from the documents- produced by
Clark Hill to date, Clark Hill’s Rule 26.1 Initial Disclosure Statement, Beauchamp’s
answers to interrogatories, the depositions and exhibits thereto of Beauc’hamp, Daniel
Schenck, and Robert Anderson, and the evidence supporting the Receiver’s Iﬁotion that
it has made a prima facie case for punitive damages, which are incorporated herein by

reference. Without limiting the evidence on which the Receiver may rely, the evidence

developed to date includes the following facts or inferences drawn therefrom:

a. When Clark Hill undertook the representatioﬁ of DenSco in
September 2013, it knew through Beauchamp that DenSco’s 2011 POM had expired on
July 1, 2013 and that DenSco had not issued a new POM, even though one:half of

DenSco’s investors held promissory notes that were due to expire, and would .almost

certainly be renewed through the sale of new promissory notes between J uly and’
_ December 2013. Despite that knowledge, Clark Hill and Beauchamp agreed with
| Chittick, as a condition of opening a file to prepare a new POM, that the firm would do
' ||no work on a new POM until Chittick instructed Clark Hill to do so.

b..  Asaresult of Clark Hill’s and Beauchamp’s knowing jiaﬁicipation

in this breach of fiduciary duty by Chittick, DenSco sold more than $8 million of

promissory notes between September and December 2013 to investors who did not

receive a new POM, and were unaware of DenSco’s perilous financial condition and

| Chittick’s gross mismanagement of DenSco’s loan portfolio. Those investors would not
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have purchased promissory notes if they had known those facts. Without those funds,
and funds DenSco raised thereafter through Clark Hill’s and Beauchamp’s assistance,
DenSco could not have continued operating, ‘

e In January 2014, Clark Hill and Beauchamp received clear,

unequivocal evidence that Chittick’s mismanagement of DenSco’s loan portfolio,

| specifically his decision to give loaned funds directly to borrowers, rather than to a

Trustee, as DenSco’s loan documents required and as DenSco’s POMs had represented,

| had resulted in a potential loss to DenSco of between $11.6 and $14.5 million, or
| between 25% and 30% of the $47 million that Clark Hill understood DenSco had raised

as of June 2013.

d. Clark Hill and Beauchamp knew that DenSco’s interests and
Chittick’s interests were then in conflict, and that DenSco was their only client.

e.  Clark Hill and Beauchamp nevertheless advised. Chittick that:

(1) he could pursue a “work out” with Menaged that was eventually documented in the

|Forbearance Agreement which was not in DenSco’s interests and was intended to

protect Chittick from claims by DenSce’s investors; (2) DenSco could continue to sell
promissory notes without issuing a new POM; and (3) DenSco could continually delay
the issuance of a new POM while Chittick pursued this workout plan.

f. Clark Hill and Beauchamp acted out of their own self-interest,
knowing that if DenSco instead terminated its relationship with Menaged and-informed
its investors of Chittick’s mismanagement, Clark Hill and Beauchamp faced potential
claims by investors who had purchased $8 million of promissory notesfrom DenSco
without adequate disclosure during the four-month period that Clark Hill and
Beauchamp had been advising the firm on securities law matters, but failed to advise
Chittick that DenSco could not sell those notes without first issuing a new POM and had
abided by Chittick’s instruction not to prepare the new POM the firm had been retained

to prepare.
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g. In January 2014, Clark Hill knew that Menaged was an unreliable
creditor, that Chittick had flagrantly disregarded DenSco’s lending documents and -
representations made to investors through DenSco’s previous POMs by giving millions
of loaned funds directly to Menaged, rather than to a Trustee.- Clark Hill also knew that
Chittick needed to continue loaning money to fund the planned “work out” and wanted
to continue his past practice of giving loaned funds directly to Menaged. Rather than
tell Chittick that his past practices were a breach of fiduciary duty and could not
continue, Clark Hill acquiesced in Chittick’s plan to continue giving loéped funds
directly to Menaged, thereby exposing DenSco and its investors to even greater losses
than those caused by Chittick’s gross mismanagement before that date.

h. With Clark Hill’s knowing assistance, Chittick caused DenSco to
sell more than $5 million of promissory notes between January and May 2014 to -
investors who did not receive a new POM, and were unaware of DenSco’s perilous
financial condition, Chittick’s gross mismanagement of DenSco’s loan portfolio, and his
pursuit of a “work out” with Menaged that was not in DenSco’s intere;ts and exposed
the company and its investors to additional financial loss. .Those. investors wéuid .not‘
have purchased promissory notes if they had known those facts. Without those funds,
and funds DenSco raised thereafter through Clark Hill’s assistance, DenSco could riot
have continued operating.

i. In May 2014, at Chittick’s request, Clark Hill agreed to stop the
minimal steps it had taken to prepare a new POM and assured Chittick that DenSco
could continue its operations, including the sale of promissory notes, while indefinitely
delaying the issuance of a new POM.

] Clark Hill continued to represent DenSco, awaiting his decision to
finally direct the firm to finish preparing a new POM. Chittick continued to operate
DenSco, selling still more promissory notes to investors who did not receive a new
POM and were not given information about DenSco’s financial condition and Chittick’s

management of the company.
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k. After Chittick’s death, Clark Hill and Beauchamp failed-to
withdraw from representing DenSco despite their knowledge of Chittick’s
mismanagement of DenSco and evidence that Chittick blamed Clark Hill and
Beauchamp for having negligently represented DenSco.

1L In addition to undertaking that conflicted. representation, Clark Hill
and Beauchamp agreed to also represent the Estate of Denny Chittick, despite knowing
that the interests of DenSco and the Estate were adverse, because DenSco had *
substantial claims against the Estate arising from Chittick’s multiple breaches of
fiduciary duty he owed DenSco.

m.  Clark Hill and Beauchamp sought to represent DenSco and the
Estate because it hoped to cover up evidence of its own misconduct and defer the ACC,
investors, or the Receiver from pursuing claims against them.

n. As part of their plan to protect themselves from liability, Clark Hill
and Beauchamp began stating, during their representation of DenSco, that they had
terminated their representation of DenSco because of Chittick’s alleged failure to follow
their advice. They continued to make that claim and have done so in this litigation. The
Receiver believes the claims are untrue, as they are: (1) contrary to Clark Hill’s ahd
Beauchamp’s actual course of conduct; (2) not evidenced by any document; (3) in
conflict with certain documents in Clark Hill’s possession, some of which Clark Hill
failed to disclose; and (4) inconsistent with what a reasonable law firm would have done
if it had, in fact, terminated the representation of a client who failed to follow the firm’s
advice and was engaging in violations of law.

o. Clark Hill and Beauchamp also colluded with the Estate and its
counsel to conceal material information from the Receiver and/or delay his receipt of
that information by, among other things, making knowing false statements to the
Receivership Court. Clark Hill did so with the knowledge and participation of its Office

of General Counsel.
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h. on June 4, 2019, the Receiver’s counsel produced to
Defendants’ counsel documents numbered RECEIVER _ 005197-005542.
DATED this 281’3ay of June, 2019,

OSBORN MALEDON, P.A.

vy D TN

Colin FlCarkpbell

Geoffrey M. T. Sturr

Joseph N.Roth

Joshua M. Whitaker h
2929 N. Central Avenue, Suite 2100
Phoenix, Arizona 85012-2793

Attorneys for Plaintiff

COPY of the foregoing served by
hand delivery this 2¥** day of June,
2019, to:

John E. DeWulf

Marvin C. Ruth

Vidula U, Patki

Coggersmith Brockelman PLC
2800 N Central Ave., Suite 1900
Phoenix, AZ 85004
jdewulf@cblawyers.com
mruth@cblawyers.com
vpatki@cblawyers.com

Attorneys for Defendants

Quore dhupgr

8123385
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VERIFICATION

Peter S. Davis hereby states as follows:

L. lam the court-appointed receiver of DenSco Investment Corporation
and in that capacity am the plaintiff in this action.

2. Ihavereviewed Plaintiffs Sixth Disclosure Statement.

3. That document was prepared by Special Counsel, Osborn Maledon, and
reflects information that Special Counsel has compiled based on its review of rel¢vant
documents,

4, To the best of my knowledge, information and belief, the information
contained in Plaintiff’s Sixth Disclosure Statement is accurate.

I declare under penalty of perjury that the foregoing is true and correct.

Executed on June 2.5, 2018.

// -
Petef 8. Davis” &~ <

s
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(“\ From: Denny Chittick <dcmoney@yahoo.com> EXH.NO.__ 5
Sent: Friday, June 27, 2014 10:04 AM 1) —Np -\X
To: Scott Menaged Kelly 8. Oglestry CR 50178
Subject: ' Re:

1o, it's my mom's meeting with my other borrowers!

DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737 f

From: Scott Menagéd <smenag8754@aol.com>
To: Denny Chittick <demoney@yahoo.com>
Sent: Friday, June 27, 2014 10:01 AM
‘ Subject: Re:
:J ' ' - * N ] . . . N . £ gt
('- Ok hope you are not meeting with an-investor who is looking for the memoréndur! Haha
Sent from my iPhone
On Jun 27, 2014, at 9:57 AM, Denny Chittick <dcmoney@yahoo.com> wrote:
1 hsould be back here by 2pm or so.
DenSco Investment Corp
www.denscoinvestment.com
602-469-3001 C
602-532-7737
From: Scott Menaged <smena®8754@aol.com>
To: Denny Chittick <dcmone hoo.com>
Sent: Friday, June 27, 2014 9:51 AM
U Subject:
What time later will you be available to go over everything for today? I

1



remember you saying you had somewhere to go today

-

Sent from my iPhone

(M



