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GUTTILLA MURPHY ANDERSON
Ryan W. Anderson (Ariz. No, 020974)

5415 E. High St., Suite 200

Phoenix, Arizona 85054

Email: randerson@gamlaw.com

Phone: (480) 304-8300

| Fax: (480) 304-8301

Attorneys for Receiver
IN THE UNITED STATES BANKRUPTCY COURT
FOR THE DISTRICT OF ARTZONA

In Re: Case No. 2: 16-bk-04268-PS
YOMTOV SCOTT MENAGED, Chapter 7
Debtor.
PETER S. DAVIS, AS RECEIVER OF Adv, Case No. 2:17-ap-00116-PS
DENSCO INVESTMENT
CORPORATION,
VERIFIED COMPLAINT TO
Plaintiff, DETERMINE DISCHARGEABILITY OF
DEBT
V8. T T T
YOMTOV SCOTT MENAGED,

FRANCINE MENAGED, and their marital

Defendants.

Peter S. Davis, the court-appomted receiver of DenSco Investment Corporation (“Plaintiff” or
.“Receiver”_), by and through undersigned counsel, and for his complaint to determine the
dischargeability of debts against Yomtov Scott Menaged (“Debtor” or “Defendant”), Francine
Menaged, and theif martial community (hereinafier “Defendants”™) complains and alleges as follows:

1. INTRODUCTION

1. The Receiver has uncovered that the Defendants have orchestrated a seties of
complicated fraud schemes taking advantage of procedures and processes utilized in the purchase of [
real property at Foreclosure Sales for the sole purpose of defrauding the Plaintiff of $47,156,641.92.

2. Defendants utilized their ill-gotten gains from the various schemes to defraud the

Plaintiff to live a lavish lifestyle, support other unrelated businesses and the Defendants’® family
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17008, Fed.R.Bankr.P., the Plaintiff expressly consents to entry of a final order or judgement by the
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members. ,

3. The direct cause of the Defendants’ fraudulent schemes has rendered the Plaintiff
insolvent and under the control of the Receiver, |

4. Rather than address his insol_vency as a result of the fraudulent schemes perpetrated
upon him by the Defendants, the sole owner and operator of the Plaintiff, Denny J. Chittick
committed suicide on or about July 28, 2016.

II.  JURISDICTION, VENUE AND PARTIES

5. This action‘is a core proceeding, This Court has jurisdiction over this proceeding

pursuant to 11 U.S.C. § 523 and 28 U.S.C. § 157(b)(2)(T).

6. This adversary is based upon both “core” a “non-core” claims. Pursuant to Rule

Bankruptcy Court on all non-cote claims brought in this Complaint along with any claims which are
core claims, but over which a Bankruptcy Court does not have authority to enter a final order or
judgement {commonly referred to as Stern claims based upon Stern v. Marshall, 564 U.S. 462, 131
S. Ct. 2594 (2011) and its progeny).

7. Pursuant to 28 U.S.C. § 1409, venue for this action properly lies in this Court in that
the instant proceeding is related to the case under Title 11 of the United States Code, which is before
this Court, |

8. Plaintiff is the Receiver for the DenSco Investment V_Corporation (“DenSco™) {
appointed pursuant to the Order Appointing Receiver, dated August 18, 2016 in Arizona
Corporation Commission v. DenSco Invesiment Corporation CV2016-014142.  See Order
Appointing Receiver, attached as Exhibit A.

9. Pursuant to the Order Appointing Receiver, the Receiver is authorized to institute
actions or proceedings in state or federal courts for the collection, preservation and maintenance of
the Receivership assets.

10. The Defendant, Yomtov Scott Menaged, is the Debtor herein.

11. At all times material to the factual allegations in this Complaint, the Defendant was

2
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|| Easy and AHF to solicit loans from DenSco.

|| Arizona Home Foreclosures, LLC (FAHF")".

| ViIVWGStO-I'S. DenSco raised more than $85. Million from its investors pursuant to a securities offering,
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'mai'_ried to Francine Menaged and all of the acts allcged by the Defendant Yomtov Scott Menaged
were for the benefit of the marital community of the Defendant and Francine Menaged. |
| 12.  The Deféndants marital community bencfited from the Defendant’s acts.

13.  Defendant was or is the sole owner, member and manager of a number of limited |

-Ii'_abi]ity companies and other entities, including, but not limited to, Basy Investments (“Basy”)’ and|

4. The conduct alleged herein was perpetrated by the Defendant and in many cases, his
ﬁse of Basy and AHF, ' - ' -

15.  Defendants or their agents, entities, and companies caused all actions herein.

16.  The Defendants are fesidents of the State of Arizona,

III. BACKGROUND AND FACTUAL ALLEGATIONS

17.  DenSco.is an Arizona Corporation formed by Denny J. Chittick in April 0of2001.

18, Denny J. Chittick (now deceased) was the sole owner, shareholder and operator of

19, - DenSco was a “hard money lender” and its primary business was in funding “hard |
‘money” loans for the purchase of real estate secured by deeds of trust.

20, - _D:enSdo’sz hard money loans were funded from monies that DenSco raised from its

in which the investors of -DenS;co, \wsff:re essentially unsecured g_enereﬂ creditors bf DenSco.

21. Upoﬁ inforrriafidn an_d_ belief between 2007 and 2008, DenSco began a lending
relationship with the Defendant and loaning the Defendant monies for the purchase of residential
real gstate through foreclosure auctions.

22, At all material times herein Defendant utilized two of his limited liability companies,

23.  Upon information and belief, Defendant learned through his ongoing relationship

! See Debtor’s Third Amended Schedule A/B, docket number 102.
2 See Debtor’s Third Amended Schedule A/B, docket number 102.

3 .
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with DenSco that he could take advantage of DenSco’s lending practices and defraud DenSco by

employing a series of fraudulent schemes including: 1) intentionally obtaining two (2) hard money

| loans on a single property that the Defendant had “purchased” at a foreclosure auction by tricking

different hard ]ilone.y lenders into believing that their respective loan was going to be secured against|
the real property in a first position, and 2) falsifying do-cumenfs to trick DenSco into believing that
Defendant had purchaséd property at a foreclosure auction and that DenSco’s loan was secured
against the related property, when in fact Defendants never purchased the prop f:rty.at all.

A. THE FIRST FRAUD

24,  Starting sometime in 2011, Defendant began intentionally soliciting DenSco and
other unrelated hard money lenders for two hard money loans on the same subject real property that
the Defendant had purchased at a foreclosure auction by being the highest bidder.

25.  ‘When secking loans from DenSco and the other unrelated hard money lende:rs, both
DenSco and the other unrelated hard money lenders were led to believe by Defendant that they
would be t-he sole lender -011- the property and their loan would be secured against the property with a
first position Deed of Trust.

| 26.  Defendant learned that the delay in the recordation of the Foreclosure Trustees’ Deed |
to the .Buyer and the lendipg practices of DenSco allowed Defendant the opportunity to defraud
DenSco and the other hard.inoney lenders by seeking two loans on property he purchased.

27. Defendant Jearned that while other hard money lenders would deliver funds it
intended to lend to the Defendant directly to the Foreclosure Trustee, DenSco’s lending practices
were to deliver loan proceeds directly to the Defendant, who was then obligated to deliver the loan
proceeds to the Foreclosure Trustee to finalize the Defendant’s purchase.

28.  Defendant executed nmltiple promissory notes, deeds of trust and other documents
from DenSco and the other hard money lenders with the knowledge that he was soliciting two -
separate loans from two separate lenders who unbeknownst to each other believed that they were the
only lender and would be the only secured creditor in first position.

29.  Defendant orchestrated this fraud of obtaining two hard money loans on hundreds of
4
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fesidential properties with each of the respective lenders being led to believe that they were first
position lien holders (hereinafter this fraudulent scheme of obtaining two hard money loans on
hundreds of properties purchased by the Defendant will be referred to as the “First Fraud’”). Some
examples of the First Fraud by Defendant, are as follows:

PROPERTY #1- GRAYHAWK PROPERTY:

30, On August 17, 2012, Defendant purchased 20802 North Grayhawk Drive, Unit 1076,
Scottsdale, AZ 85255 (“Grayhawk Property”) in the name of Basy for $274,100.00 at a trustee’s‘
sale. See Trustee’s Deed Upon Sale @/Iarioépa County recorded document no. 201208661 88). |

a. On August 17, 2012, Defendant sent an email to DenSco and indicated that he
had purchased the Grayhawk Property and requested a loan in the amount of
$250,000.00. See Exhibit B-1.

b. At the same time, Defendant obtained a loan in the amount of $264,100.00
from a third party lender, Active Funding Group, LLC (“Active”) to purchase
the property. See Notice of Deed of Trust with Assigﬁment of Rents
{Maricopa County recorded documeht no. 20120773674).

C. In response to Defendant’s loan request, DenSco wired $250,000.00 to Easy’s
bank account on Augast 20, 2012,

d. However, Defendant had already used the Grayhawk Property fo secure a
$264,100.00 loan from Active,

e. Defendant, knowing he had obtained multiple loans against the Grayhawk
Property, executed and notarized a series of documents purporting to give
DenSco a first position lien against the Grayhawk Property including a
Mortgage, Deed of Trust and Promissory Note.

f DenSco was not aware of Active’s first position lien on the Grayhawk
Property when it lent Defendant $250,000.00.

g. Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Grayhawk Property.

5
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h, Given the | multiple loans and liens, the Grayhawk Property was over-
encumbered by approximately $144,100.00 as of Augunst 2012 due to the
fraud perpetrated by Defendant.

PROPERTY #2-SEXTON PROPERTY

31. On DecemBer 27, 2012, Defendant purchased 3740 E. Sexton St., Gilbert, AZ 85295
(“Sexton Property”) in the name of Easy for $186,000.00 at altmstee’s sale. See Trustee’s Deed
Upon Sale (Maricopa County recorded document no. 20130049406).

a. On December 27, 2012, Defendant sent an email to DenSco and indicated that
he had purchased the Sexton Property and requested a loan in the amount of
$150,000.00. See Exhibit B-2

b. At the same time, Defendant obtained a loan in the amount of $176,000.00
from a third party lender, Active to purchase the property. See Notice of Deed
of Trust with Assignment of Rents (Maricopa County recorded document no.
20130050214).

C. In response to Defendant’s loan request, DenSco wired $150,000.00 to Easy’s
bank account on December 28, 2012,

d. However, Defendant had already used the Sexton Property to secure a
$176,000.00 loan from Active.

e. Defendant, knowing he had obtained multiple_ loans against the Sexton
Property, executed and nofarized a series of documents purporting to give
DenSco a first position lien against the Sexton Property including a Mortgage,
Deed of Trust and Promissory Note. |

f DenSco was not aware of Active’s first position lien on the Sexton Property
when it lent Defendant $150,000.00.

g. Defendant did not tell DenSco that he had sought and obtained a separate loan
gecured agains’f the Sexton Property.

h. Given the multiple loans and liens, the Sexton Property was over-encumbered

6
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11 PROPERTY #3-HADLEY ST. PROPERTY
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by approximately $140,000.00 as of December 2012 due to the fraud
perpetrated by Defendant,

32. On February 13, 2013, Defendant purchased 23949 W, Hadley St., Buckeye, AZ |
85326 (“Hadley St. Property”) in the name of Eﬁsy for $116,500.00 at a trustee’s sale. See Trustee’s.
Deed Upon Sale (Maricopa County recorded document no. 20130781470).

a. On February 13, 2013, Defendant sent an email to DenSco and indicated that
he had purchased the Hadley St. Property and requested a loan in the amount
of $90,000.00. See Exhibit B-3.

b. At the same timé, Defendant obtained a loan in the amount of $94,500.00
froma third party lender, Active to purchase the property. See Notice of Deed
of Trust with Assignmént of Rents (Mar’icopé County recorded document no.
20130143379).

c. In response to Defendant’s loan request, DenSco wired $90,000.00 to Easy’s
bank account on February 13, 2013,

d. Hoﬁréyer, Defendant had already used the Hadley St. Property to secure a
$94,500.00 loan from Active.

e Defendant, knowing he had obtainéd multiple loaps against the Hadley St.
Property, e_xeCuted and notarized a series of documents purporting to give|
DenSco a first pbsition lien against the Hadley St. Property including a.
Mortgage, Deed of Trust and Promissory Note.

f. DenSco was not aware of Active’s first position lien on the Hadley St.
Property.

g. Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Hadley St, Property.

h, Given the multiple loans and liens, the Hadley St.. Property was over-
encumbered by approximately $68,000.00 as of February 2013 due to the

7
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fraud perpetrated by Defendant.

| PROPERTY #4-PALM ST, PROPERTY

33. OnMay 20, 2013, Defendant purdhased 2681 S. Palm St., Gilbert, AZ 85295 (“Palm
St. Property”) in the name of Easy for $3;77,000.00 at a trustee’s sale. See Trustee’s Deed Upon Sale
(Maricopa County recorded document no. 20130509883).

On May 20, 2013, Defendant sent an email to DenSco and indicated that he
had purchased the Palm St. Property and requested a loan in the amount of
$300,000.00. See Exhibit B-4.
At the same time, Defendant obtained a loan in the amount of $301,600.00
from a third party lendef, Sell Wholesale Funding, LLC who then assigned it
to Azben Limited, LLC (“Azben”) to purchase the Palm St. Property. See
Notice of Deed of Trust with Assignment of Rents (Maricopa County
recorded document no, 20130466815).
In response to Defendant’s loan request, DenSco wired $300,000.00 to Easy’s
bank account on May 21, 2013.
However, Defendant had already used the Palm St. Property to secure a
$301,600.00 loan from Azben,
Defendant, knowing he had obtained multiple loans against the Palm St.
Property, executed and notarized a series of documents purporting to give
DenSco a first position lien against the Palm St. Property including a
Mortgage, Deed of Trust and Promissory Note.
DenSco was not aware of Azben’s first position lien on the Palm St. Property.
Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Palm St. Property.
Given the multiple loans and liens, the Palm St. Property was over-
encumbered by approximately $224,600.00 as of May 2013, due to the fraud
perpetrated by Defendant.

8
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|| PROPERTY #5-LYNX PROPERTY
34.  On June 26, 2013, Defendant purchased 2968 E. Lynx Way, Gilbert, AZ 85298
(“Lynx Property”) in the name of Easy for $294,000.00 at a trustee’s sale. See Trustee’s Deed Upon
Sale (Maricopa County recorded document no. 20130619750).

a.

Tase 2;17-ap-00116-PS Doc 1 Filed 01/31/17 Entered 01/31/17 14:04;:06 Desc

On June 26, 2013, Defendant sent an email t6 DenSco and indicated that hel _
had purchased the Lynx Property and requested a loan in the amount of
$240_,0’007 00. See Exhibit B-5.

At the same time, Defendant obtained a loan in the amount of $207,000.00| -
from a third party lender, Active to purchase the Lynx property. See Notice of
Dee& of Trust with Assignment of Rents (Maricopa County recorded
document no. 20130620044).

In response to Defendant’s loan request, DenSco wired $240,000.00 to Easy’s
bank account on June 27, 2013.

However, Defendant: had already used the Lynx Property to secure a
$207,000.00 loan from Active.

Defendant, knowing he had obtained multiple loans against the Lynx
Property, eﬁecuted and notariied a series of documents purporting to give
DenSco a first position lien against the Lynx Property including a Mortgage,
Deed of Trust and Promissory Note.

DenSco was not aware of Active’s first position lien on the Lynx Property.
Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Ljrnx Property. '

Given the multiple loans and liens, the Lynx Property was over-encumbered

by approximately $153,000.00 as of June 2013, due to the fraud perpetrated '
by Defendant.

9
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|| PROPERTY #6-HAMMOND PROPERTY
35.

On July 25, 2013, Defendant purchased 10440 W, Hammond Lane, Tolleson, AZ

a.

85353 (“Hammond Property”) in the name of Easy for $139,500.00 at a trustee’s sale. See Trustee’s
Deed Upon Sale (Maricopa County recorded document no. 20130734745).

On July 25, 2013, Defendaht sent an email to DenSco and indicated that he
had purchased the Hammond Property and requested a loan in the amount of 7
$100,000.00, See Exhibit B-6.

At the same time, Defendant obtained a loan in the amount of $111,600.00
from a third party lender, Geared Equity, LLC (“Geared”) to purchase the
Hammond Property. See Notice of Deed of Trust with Assignment of Rents
(Maricopa County recorded document no. 20130687243).

In response to Defendant’s loan request, DenSco wired $100;000.00 to Easy’s
bank account on July 29, l20 13.

However, Defendaﬁt ﬁad alréady used the Hammond Property to secure a
$111,600.00 loan from Geared.

Defendant, knowing he had obtained multiple loans against the Hammond
Property, executed and notarized a series of documents puiporting to give
DenSco a first position lien against the Hammond Property includiﬁg a
Mortgage, Deed of Trust and Promissory Note. _

DenSco was not aware of Geared’s first position lien on the Hammond
Property.

Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Hammond Property.

Given the multiple loans and Hens, the Hammond Property was over-

encumbered by approximately $72,000.00 as of July 2013, due to the fraud
perpetrated by Defendant.

10
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PROPERTY #7-POTTER PROPERTY

36.  On September 25, 2013, Defendant purchased 707 E. Potter Drive, Phoenix, AZ
85024 (“Potter Property”) in the name of Easy for $223,000.00 at a trustee’s sale. See Trustee's
Deed Upon Sale (Maricopa County recorded document no, 20150309209).

a. On September 25, 2013, Defendant sent an email to DenSco and indicated that
he had purchased the Potter Property and requested a loan in the amount of
$170,000.00. See Exhibit B-7.

b. At the same time, Defendant obtained a loan in the amount of $178,407.00
from a third party lender, Geared to purchase the Potter Property. See Notice
of Deed of Trust with Assignment of Rents (Maricopa County recorded
document no. 20130858878).

c. In response to Defendént’s loan request, DenSco wired $170,000.00 to Easy’s
bank account on September 25, 2013. |

d. However, Defendant had already used the Potter Property to secure a
$178,407.00 loan from Geared.

e. Defendant, knowing he had obtained multiple loans against the Potter
Property, executed and notarized a series of documents purporting to give
DenSco a first position lien against the Potter Property including a Mortgage,
Deed of Trust and Promissory Note.

f DenSco was not aware of Geared’s first position lien on the Potter Property.

g. Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the_ Potter Property.

h. Given the multiple loans and liens, the Potter Property was over-encumbered

by approximately $125,407.00 as of September 2013, due to the fraud
perpetrated by Defendant.
Iy

I
11
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(Maricopa County recorded document no. 20130901535).
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PROPERTY #8-ASPEN PROPERTY

37.  On October 03, 2013, Defendant purchased 15143 E. Aspen Dr., Fountain Hills, AZ
85268 (“Aspen Property”) for $261,100.00 at a trustee’s sale. See Trustee’s Deed Upon Sale

a. On October 3, 2013, Defendant sent an email tﬁ DenSco and indicated tha‘t he
had purchased the Aspen Property and requested -a loan in the amount of
$210,000.00. See Exhibit B-8.

b. At the same time, Defendant obtained a loan in the amount of $209,000.00
from a third party lender, Active to purchase the property. See Notice of Deed
of Trust with Assignment of Rents (Maricopa County recorded document no.
20130884152). .

c. In response to Defendant’s loan request, DenSco wired $210,000.00 to Easy’s
bank account on October 4, 2013,

d. However, Defendant had already- used the Aspen Property to secure a '
$209,000.00 loan from Active. |

e Defendant, knowing he had obtained multiple loans against the Aspen|
Property, executed and notarized a series of documents purporting to give
DenSco a first position lien against the Aspen Property including a Mortgage,
Deed of Trust and Promissory Note. |

f DenSco was not aware of Active’s first position lien on the Aspen Property.

g. Defendant did not tell DenSco that he had sought and obtained a separate loan
secured against the Aspen Property.

h. Given the multiple loans and liens, the Aspén Property was over-encumbered
by approximately $157,900.00 as of October 2013, due to the fraud
perpetrated by Defendant.

38.  Upon information and belief, the Defendant orchestrated the First Fraud, to defrand
DenSco by obtamning two loans from separate lenders though the use of fraud and deception, at least
12
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one hundred and twenty six (126)° times between 2011 and 2013.

39, InNovember of 2013, DenSco became aware of the First Fraud.

40,  DenSco learned that the Defendant had double_ encumbered over a hundred properties
and that Defendant had intentionally rrﬁslead DenSco to believe that DenSco was the only lender
with a promissory note secured by a Deed of Trust in first position oﬁ all the subject propetties.

41. .Speciﬁéally, on November 277, 2013, Defendant met with Denny J. Chittick and lied
to Mr. Chittick about the facts and circumstances of the First Fraud. ,

42, Whén conﬁontéd by DenSco, Defendant told Mr. Chittick that his wife had cahcer
and that the Defendant’s “cousin” had masterminded the First Fraud while he was distracted by
taking care of his sick wife.

43, When_ DenSco confronted the Defeﬁdant about the use of the proceeds from the: First
Fraud, the Defendant told DenSco that the Defendant’s cousin had absconded to Israel with the
proceeds wrongfully gamed ﬁom the First Fraud

44. Upon mformatlon and behef; Denny J. Chlttlck died in 2016 never knowmg that
Defendant had lied about the true nature of:the First Fraud and that Defendant made up the false.
story that the “cous had Imsappl opriated the DenSco finds. |

45.  Defendant admitted that he devised, fac111tated and operated the First Fraud and

utilized the proceed's from the First Fraud for other purposes, including repayment of other DenSco

loans, living expenses, gambling and the acquisition of perso'nal ‘asséts._

46,  Defendant admitted that DenSco had no knowledge that it could be in second position
on-any loans that were solicited by Defendant during the First Fraud.

B. THE FORBEARANCE AGREEMENT

47.  Between November 2013 and April 2014, DenSco_ and Defendant sorted through all
of the properties double encumbered by DenSco and other lenders as a result of the Defendants’

actions in the operation of the First Fraud.

3To keep the page size of this complaint reasonable, the Plaintiff provided examples of 8 of the 126

|| transactions that give rise tothe First Fraud.

i3
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48 The Defendant concocted a resolution of the First Fraud by entering into a
Forbearance Agreement (and the related, attached, ihcorporated, amended and additional documents
incorporated into the Forbearance Agreement therein) with DenSco. See Exhibit C,

49, Pursuant to the Forbearance Agreement, the Defendant, at the time of the Forbearance
Agreement, was indebted to DenSco in the amount of $37,420,120.47%. See Forbearance
Agreement, page 3 (ACC000237), paragraph 1. |

50.  Asset forth in the Forb carance AgfeemEnt, Defendant admitted that certain properties
were used as secuﬁty for one or more loans from one or more other lenders and that DenSco may not
| be in first position on each respective property. See Forbearance Agreement, page 2 (ACC000236),
paragraph G.

51.  As set forth in the Forbearance Agreement,-Defendant guaranteed the repayment of
$37,420,120.47 to DenSco, See Forbearance Agreement, page 3 (ACC000237), péragraph 1.

52.  As set forth in the Forbearance Agreement, Defendant agreed to liquidate his other

il assets, which he represented to be valued at approximately $4 to $5 Million Dollars, use rental

income from his properties and other means to pay the sum due under the Forbearance Agreement.
See Forbearance Agreement, page 4 (ACC002338), paragraph 6(A).

53.  As set forth in the Forbearance Agreement, Defendant agreed to obtain outside
financing and deliver $4.2 Mi_llion_ Dollars to DenSco by September 15, 2014. See Forbearance
Agreement, page 5 (ACC000239), p'afagr.aph E.

54.  DenSco’s books and records report two unsecured receivables currently due from
Defendant from the First Fréud: a balanée of $15,519,078.48 under the Forbearance Agreement and
another $1,133,012.11 classified as “Work Out 1 Million™.

55. A total of $16,652,090.59 is due from the Defendant under the Forbearance

Agreement as of the Petition Date.

56,  The Defendant acknowledges the debt owed under the Forbearance Agreement on his

4 However, the Defendant originally, purpoesefully; concealed the debt to DenSco under the Forbearance Agreement
from his Bankruptcy Schedules. See Original Schedule F filed on April 20, 2016, docket number 10.

14
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Amended Schedule E/F. See Amended Schedule E/F filed at Docket 94, page 26 of 56. _
57. Upon information and belief, Defendant Francine Menaged was aware of the
Forbearance Agreement and the First Fraud as she executed certain documents in support of the
Forbearance Agreement including a detailed representation and disclaimer agfeement.
| 58.  Defendant also issued profnissory notes and deeds of trust securing such in
Defendant’s related real properties: Michelle Menaged- 9103 E. Charter Oak Dr., Scottédale, AZ
85260; Easy Investments- 1605 W. Winter Dr., Phoenix, AZ 85021; Easy Investments- 9555 E.
Raintreé Dr. #1004, Scottsdale, AZ 85260; and Jess Menaged- 9555 E. Raintree Dr., #1020,
Scottsdale, AZ 85260 (“Promissory Notes™) for $2,382,251.33.

C. THE SECOND FRAUD

59.  Upon information and belief, due to the massive amounts of money that were owed to
DenSco by Defendant under the Forbearaﬁce Agreement, DenSco and Defendant continued to do
business together with DenSco agreeing to continue finding hard money loans to Defendant for the
purchase of real estate from foreclosure auctions. |

60.  However, after the discovery of the First Fraud, DenSco and Defendant altered their

|| business practices for all future loans from DenSco to Defendant,

61.  Starting in Janvary 2014, loans between DenSco and Defendant required that
Defendant provide DenSco with copies of the specific cashier’s checks, issued by the Defendant’s
bank to the respeé-tive foreclosqre trustee, as well as copies of the receipts received by Defendant |
from the foreclosure trustee for the purchase of a property by Defendant at a trustee’s sale.

62.  DenSco’s requitement that Defendant provides to DenSco the evidence that the
Defendant had purchased the underlying real property (by providing a copy of the cashier’s check
used by Defendant to purchase the property and obtain a copy of the recéipt that the Defendant
received from the foreclosure trustee) was a direct result of Defendant’s fraudulent actions which
gave rise to the First Fraud.

63.  Under the new lending practices, Defendant obtained a total of 2,712 loans from
DenSco between January 2014 and June 2016.

15
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64.  However, the Plaintiff has determined that only 96 of these loans were secured by the

actual purchase of real estate at a trustees’ sale or otherwise. |

.65.  The Defendant engaged in a systematic and comprehensive scheme to defraud
DenSco for a second time through the use and creation of falsified checks, deeds, contracts and
receipts related to the purported purchase of real property at trustee a sale (the “Second Fraud™).

66. The Plaintiff has determined that despite the new requirement that Defendant was to
provide DenSco with evidence of each cashier’s check and receipt confirming each purchase,
Defendant caused the issuance of cashier’s checks that Defendant never intended to use for the
purchase of properties and intentionally falsified trustee’s sale receipts purporting to evidence the
purchase of properties that never happened.

67.  The Second Fraud is sophisticated in that Defendant obtained cashier’s checks from
his bank; to make it appear that he was actually using the DenSco loan proceeds to purchase property
from a foreclosure trustee, when in fact, Defendant obtained the cashier’s check for the sole purpose
of simply taking a picture of the cashier’s check to send to DenSco to make it appear that the
DenSco funds were being used to purchase real propetty. |

68.  Upon information and belief, in furtherance of the Second Fraud, the Defendant
identified the address of the property that Defendant had falsely represented to DenSco was
purchased on each of the cashier’s checks.

69, In furtherance of the Second Fraud, Defendant executed, notarized and provided to
DenSco a series of documents purporting to give DenSco a first position lien against the property
that Defendant had falsely represented to DenSco was purchased by Defendant, including a
Mortgage, Deed of Trust and Promissory Note.

70.  The Second Fraud is sophisticated in that Defendant falsified hundreds of receipts
from foreclosure trustees in an effort to confirm that the Defendant actually purchased the property
at the foreclosure sale.

| 71. The Defendant skillfully created fraudulent receipts from different companies,
foreclosure trustees, law firms and other organizations for the sole purpose of convincing DenSco

16
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that it used the DenSco funds to purchase real property.

72, The Defendant was extremely diligent and detailed in the creation of the false

| receipts, as he was careful to ensure the check number from the cashier’s check that was obtained

matched the number of the cashier’s check on the receipt,

73.  The Defendant caused each of the fraudulent receipts to be signed by not only the
purported foreclosure trustee, but also one of his agents, typically Luigi Amoroso.

74.  Each individual frandulent receipt was intricately prepared by Defendant for the sole
purposé to defraud DenSco and trick DenSco inté believing that Defendant had actually used
DenSco’s funds for the purchase of real property, when in fact, Defendant simply utilized DenSco’s

funds for his own purposes. Some examples of the Second Fraud, as operated by Defendant, are as

follows:

#1. FRAUDULENT LOAN FOR 1207 EAST MARCO POLO ROAD, PHOENIX, AZ,

75, On December 9, 2014, Defendant e-mailed DenSco identifyiné that he needed a loan
to complete the purchase of three properties that he purportedly purchased at a foreclosure sale
including a loan request for $147,000.00 to purchase 1207 Fast Marco Polo Road, Phoenix, A7
(*Marco Polo Property”). See Exhibit D-1.

76.  In his loan request, Defendant provided DenSco with the recording information for
the purported foreclosure/trustee sale where Defendant allegedly purchased the Marco Polo
Property. See Exhibit D-1.

77.  On December 9, 2014, in response to the Defendant’sr loan request, DenSco wire
transferred $1,309,200.00 to the Defendant, including $147,300.00 to fund Defendant’s alleged
purchase of the Marco Polo Property. o

78.  On December 10, 2014, Defendant signed and provided to DenSco an executed and
notarized Mortgage, Deed of Trust and Prorﬁissory'Note purposting to secure DenSco’s loan against
the Marco Polo Property. The Mortgage was recorded by DenSco at Maricopa County Recorder
nurﬁber 20140811246, See Exhibit D-1.

79.  Defendant sent a photograph of cashier’s check, number 9018122689 to DenSco.

17
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This photograph shows a cashier’s check ni‘ade payable to AuctionLcom LLC and specifically
identifies it és “DenSco Payment 1207 East Marco Polo Rd” and is in the amount of $137,309.00.
See Exhibit D-1,

80.  Onthe next day, Defendant provided to DenSco a picture of a “Trustee Certificate of
Sale/Receipt” (“Fake Receipi™) purporting to evidence the sale of the Mérco Polo Property to the
Defendant.

81.  The Fake Receipt was created by the Defendant, or at the direcﬁon of the Defendant,
for the éole purpose to defraud DenSco and make it appear that the Defendant had purchased the
Marco Polo Property.

82.  The Fake Receipt contains information that one would expect to see on a receipt from
a foreclosure trustee, including the address of the Marco Polo Property, that cashier’s .check number
9018122689 was received by the trustee and the Fake Receipt is even signed by Luigi Amoroso and
allegedly a repi‘esentative of the trustee in an effort to add to its authenticity.

83. Despite the false 1'epresentati6ns of Defendant that it purchased the Marco Polo
Property, the foreclosure sale never took plac;é and on Februafy 4, 2015_', Trustee David W. Cowles

filed a Cancellation of Trustee Sal@. ‘See Recorder mumber 20150072452.

#2.  FRAUDULENT LOAN FOR 7835 EAST MACKENZIE DRIVE, SCOTTSDALE. AZ

84.  On December 9, 2014, Defe.r_ldant_.e-mailed DenSco idenﬁfying that he needed a loan|
to complete the purc'hase_ of three properties that he purportedly purchased at a foreclosure sale
including a loan request for $267,100.00 to purchase 7835 East Mackenzie Drive, Scottsdale, AZ
(“Mackenéié Drive Property”). See Exhibit D-2.

85.  In his loan request, Defendant provided DenSco with the recording information for
the purported foreclosure/trustee Sale where Defendant allegedly purchased the Mackenzie Drive
Property. See Exhibit D-2.

86.  On December 9, 2014, in response to the Defendant’s loan request, DenSco wire
transferred $1,309,—200.00 to the Defendant, including $267,100.00 to fund Defendant’s alleged
purchase of the Mackenzie Drive Property.

18
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| notarized Mortgage, Deed of Trust and Promissory Note purporting to secure DenSco’s loan against

the Mackenzie Drive P'roperty.' The Mortgage was recorded by DenSco at 'Maricopa County

i identifies it as “DenSco Payment 7835 Mackenzie” and is in the amount of $257,109.00. See

Tase 2:17-ap-00116-PS Doc 1l Filed 01/31/17 Entered 01/31/17 14:04:06 Desc

87.  On December 10, 2014, Defendant signed and provided to DenSco 'an.executed and

Recorder number 20140811247, See Exhibit D-2.

88.  Defendant sent a photograph of cashier’s check, number 9018122690 to DenSco.
This photograph shows a cashier’s check made payable to Auction.com LLC and specifically

Exhibit D-2.

89.  On the next day, Defendant provided to DenSco a picture of a “Trustee Certificate of
Sale/Receipt” purporting to evidence the sale of the Mackenzie Drive Property to the Defendant,
This Was- another Fake Receipt.

90.  The Fake Receipt was created by the Defendant, or at the direction of the Defendant, |
for the sole pﬁrpose to defrand DenSco and- make it appear that 1?he Defendant had purchased the
_Mackeniie Drive Property. |

91. | The Fake Receipt contains nformation that one would expect to see on a receipt from
a foreclosure trustee, including the address of the Mackenzie Drive Preperty, that cashier’s check
number 9018122690 was received ‘by the trustee and the Fake Receipt is even signed by Luigi|
Amoroso and a representative of the trustee in an effort to add to its authenticity.

92. . Despite the false representations of Defendant t_haf it purchased the Mackenzie Drive |
.P'ropei’l:y, the foreclosure sale never took place and on February 10, 2015, Trustee David W. Cowles
filed a Cancellation of Trustee Sale. See Maricopa County Recorder number 20150085661.

#3.  FRAUDULENT LOAN FOR 9532 WEST AVENIDA DEL SOL, PEORIA, AZ

93.  On August 15, 2014, Defendant e-mailed DenSco identifying that he needed a loan to
complete the pufchase of four properties that he purportedly purchased at a foreclosure sale
including a loan request for $271,400.00 to purchase 95323 W. Avenida Del Sol, Peoria, AZ
(“Avenida Property”). See Exhibit D-3,

94, In his loan request, Defendant provided DenSco with the recording information for

19
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the purported foreclosure/trustee sale where Defendant allegedly purchased the Awvenida Préperty_
See Exhibit D-3. ' ‘ |

95.  On August 18, 2014, in response to the Defendant’s loan request, DenSco wire
transferred $896,900.00 to the Defendant, including $271,400.00 to fund Defendant’s alleged
purchase of the Avenida Property. .

96.  On August 18, 2014, Defendant signed and provided to DenSco an executed and

| notarized Mortgage, Deed of Trust and Promissory Note purpoiting to secure DenSco’s loan agai_nst'

the Avendia Property. The'Mortgage was recorded by DenSco at Maricopa County Recorder
number 20140542817, See Exhibit D-3.

- 97.  Defendant sent a photograph of cashier’s check, number 901812XXX’ dated August
18, 2014 to DenSco. This photograph shows a cashier’s check made payable to David W. Cowles,

| Trustee and specifically identifies it as “DenSco Payment 9532 W. Avenida Del Sol” and is in the

amount of $261,409.00. See Exhibit D-3.

98.  On the next day, Defendant provided to DenSco a pictufe .of a Receipt (another Fake
Receipt) purporting to evidence the sale of the Avendia Property to the Defendant. _ _

99.  The Fake Receipt was created by the Defendant, or at the direction of the Defendant,
for the sole purpose to defraud DenSco and make it appear that the Defendant had purchased the
Av'endia Property.

100. The Fake Receipt contains information that one would expect to see on a receipt from| |
a foreclosure trustee, iilciuding the address of the Avendia Property and it purports to be on the
letterhead of the Law Firm of Tiffany and Bosco P.A.

101. The Fake Receipt is purportedly signed by an employee of Tiffany and Bosco P.A. in
an effort to add to its authenticity.

102. Tiffany and Bosco P.A. reviewed the Fake Receipt and have advised it is fake and

never produced by its law firm or any of its employees.

> The last few digits on this cashier’s check are not visible in the picture sent by Defendant to DenSco.
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103.  Despite the false representations of Defendant that it purchased the Avendia Property,
the foreclosure sale never took place and on September 19, 2014, Trustee David W. Cowles filed a
Cancellation of Trustee Sale. See Recording number 2014622557. |
#4, FRAUDULENT LOAN FOR 9029 EAST MCDOWELL ROAD, MESA, A7,

104.  On January 28, 2015, Defendant e-mailed DenSco identifying that he needed a loan
to complete the purchase of five properties that he purportedly purchased at a foreclosure sale
including a loan request for $509,600.00 to purchase 9029 E, McDowell Road, Mesa (“McDowell
Property”). See Exhibit D-4.

105.  In his loan request, Defendant provided DenSco with the recording information for
the purported foreclosure/tr_ustee sale where Defendant allegedly purchased the McDowell Property.
See Exhibit D-4.

| 106,  On January 29, 2015, in response to the Defendant’s loan request, DenSco wire
transferred §1,244,800.00 to the Defendant, including $509,600.00 to fund Defendant’s alleged
purchase of the McDowell Property.

107, On January 29, 2015, Defendant éigned and provided to DenSco an executed and
notarized Mortgage, Deed of Trust and Promissory Note purporting to secure DenSco’s loan against
the McDowell Property. The Mortgage was recorded by DenSco at Maricopa County; Recorder
number 20150058659, See Exhibit D-4.

108.  Defendant sent a photograph of cashier’s check, number 9018123303 dated January
29, 2015 to DenSco. This photograph shows a cashier’s check made payable to “Trustee Corps.” and
specifically identifies it as “DenSco Payment 9029 E. McDowell Rd” and is in the amount of
$499,610.00. See Exhibit D-4. '

109.  On the next day, Defendant provided to DenSco a picture of another fake Receipt
purporting to evidence the sale of the Mc.Dowell Property to the Defendant.

110, The Fake Receipt was created by the Defendant, or at the direction of the Defendant,
for the sole purpose to defraud DenSco and make it appear that the Defendant had purchased the
McDowell Property. ‘
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111.  The Fake Receipt contains information' that one would expect to see on a receipt from
a foreclosure trustee, including the address of the McDowell Property, that cashier’s check number
9018123303 was received by t’he_ Trustee and the Fake Receipt is even signed and dated by Luigi |
Amoroso and a representative of the Trustee in an effort to add to its authenticity

112.  Despite fhe false representations of Defendant that it pm;chased the McDowell
Property, the foreclosure sale nevér took place and on October 9, 2013, néaﬂy two years before the
alleged trustee sale was conducted where the Defendant purchased the McDowell Property, Trust-eel
MTC Financial Inc., dba Trustee Corps filed a Cancellation of Trustee Sale. See Maricopa County
Recorder number 20130901609. _

#5. FRAUDULENT LOAN FOR 18626 EAST PURPLE SAGE DRIVE, QUEEN CREEK. AZ

113,  On June 24, 2015, Defendant .e-méiIEd DenSco identifying that he needed a loan to
complete the purchase of seven properties that he purportedly purchased at a foreclosure sale
‘including a loan request for $304,500.00 to purchase 18626 East Purple Sage Drive, Queen Creek,
AZ (“Purple Sage Property”). See Exhibit D-5.

114. In his loan request, Defendant provided DenSco with the recording information for
t_he purported foreclosure/trustee sale where Defendant ailegedly ﬁurchased the Purple Sage
Property. See Exhibit D-5.

115. On June 25, 2015, in response to the Defendant’s loan request, DenSco wire.
transferred $1,634,800.00 to the Defendant, including $304,500._00 to fund Defendant’s alleged
purchase of the Purple Sage Property. |

116. On June 25, 2015, Defendant signed and provided to DenSco an executed and
notarized Mortgage, Deed of Trust and Promissory Note purporting to secure DenSco’s loan against
the Purple Sage Property. The Mortgage was recorded by DenSco at Maricopa County Recorder
number 20150454537, See Exhibit D-5.

117.  Defendant sent a photograph of cashier’s check, number 9031814078 dated Tune 24,
2015 to DenSco. This photograph shows a cashier’s check made payable to “David W. Cowles,

| Trustee.” and specifically identifies it as “DenSco Payment 18626 East Purple Sage Drive” and is in

22
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the amount of $294,509.00. See Exhibit D-5.
118.  Onthe next day, Defendant provided to DenSco a picture of a “Trustee Certificate of

VSale/Receipt”, yet again another fake receipt, purporting to evidence the sale of the Purple Sage

{ Property to the Defendant.

119. The Fake Receipt was created by the Defendant, or at the direction of the Defendant,
for the 'sole purpose to defraud DenSco and make it appear that the Defendant had purchased the
Purple Sage Property.

120. The Fake Receipt contains information that one would expect to see on a receipt from
a foreclosure frustee, including the address of the Purple Sage Property, that cashier’s check number
9031814078 was received by the Trustee and the Fake Receipt is even signed and dated by Luigi
Amoroso and a representative of the Trusfee in an effort to add to its authenticity. |

121.  Moreover, in an effort to add to its authenticity, the Fake Receipt is stamped by
“Anction.com for Tiffany and Bosco PA” with an address in Newport Beach California.

| 122. Despite the false représentations of Defendant that it purchased the Purple Sage
Property, the foreclosure sale never took place and on August 5, 2015, Trustee David W, Cowles
filed a Cancellation of Trustee Sale. See Maricopa County Recorder number 20150579092,
#6.  FRAUDULENT LOAN FOR 14034 NORTH 44™ PLACE. PHOENIX, AZ

123. On June 29, 2015, Defendant’s assistant, Veroﬁica Castro, e-mailed DenSco®
identifying that the Defendgnt needed a loan to complete the purchase of six properties that he!
purportedly purchased af a foreclosure sale incluciing a loan request for $287,100.00 to purchase-
14034 North 44” Place, Phoenix, AZ (“North 44® Place Property”). See Exhibit D-6.

124. | In his loan request, Defendant provided DenSce with the recording information for
the purported foreclosure/trustee sale where Defendant allegedly purchased the North 44™ Place.
See Bxhibit D-6. |

125, On Jupe 30, 2015, in response to the Defendant’s loan request, DenSco wire

6 This e-mail was also sent to the Defendant on June 29, 2015,
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.transferred $1,502,000.00 to the Defendant, -.including $287,,1_00.-00 to fund Defendant’s alleged |
purchase of the North 44" PlaceProperty

126.  On June 30, 2015, Defendant signed and pr0v1ded to DenSco an executed and | -

|| notarized Mortgage Deed of Trust and Promissory Note purportmg to secure DenSco’s loan agamst

‘the North 44™ Place Property. The Mortgage was reenrded by DenSco at Maricopa County '
Recorder number 20150470141, See Exhibit D-6. |

127,  Defendant sent a photograph of cashier’s check, number 9031815052 dated June 29,
2015 to DenSco. ThlS photograph shows a cashier’s check made payable to “FATSS” and |
specifically identifies it as “DenSco Payment 14034 North 44" PI” and is in the amount of
$277,100.00. See Exhibit D-6.

128. Onthe next day, Defendant provided to DenSco a picture of a “3™ Party Trustee Sale

Instrue’tion & Receipt” Fake Receipt, purporting to evidence the sale of the North 44% Place
Property to the Defendant, |

129.  The Fake Recelpt was created by the Defendant or at the direction of the Defendant

North 44® Place Property.

130, The Fake Receipt contains information that one would expect to see on a receipt from

a foreolosure trustee including the address of the North 44" Place Property, that eashwr s check
'number 9031815052 was received by the Trustee and the Fake Reee1pt is even s1gned and dated by |

{ Luigi Amoroso and a representative of the Trustee in an effort to add to its authentieity. :

131. Despite the false representations of Defendant that it purchased the North 44™ Place

Property, the foreclosure sale never took place and on December 18, 2015, First American Title

Company filed a Cancellation of Trustee Sale. See Maricopa County Recorder number
20150212767.
132.  Upon information and belief, the Defendant perpetrated the Second Fraud upon
Denseo between January 2014 and June 2016.
133. During this time period, Defendant solicited and DenSco funded a total of two-
24
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|| thousand, seven hundred and twelve (2,712) loans.

134, The Receiver has determined that of these 2,712 loans only ninety-six were secured
by the actual purchase of real property by the Defendant.

135. DenSco lent Defendant a fotal of $15,001,843.42 for the 96 loans that were secured
against real property purchased by the Defendants.

136. The Receiver has determined that the other 2,616 loans’ made to Defendant. by
DenSco were not secured by any real property, because Defendant never purchased the underlying
property, despite representations that the Defendant had done so.

137.  The Defendant admitted in his 2004 examination that the Fake Receipt listed in each
of the above 6 properties, as well as the receipts for all of the other properties not actually purchased,
was not a legitimate receipt, See Exhibit D-7, Excerpt from Scott Menaged’s 2004 Examination,
page 224, lines 24-25, page 225, lines 1-9 (Q= Defendant’s Counsel, A= Defendant).

138. The Receiver has determined that a total of $734,484,440.67 was lent to Deféndant as
a result of Defendant’s operation of the Second Fraud.

139, Defendant intentiogally concealed his embezzlément, and diversion of DenSco funds,
and made misrepresentations regarding the business transactions, purchases and liens, to obtain and-
cover up his embezzlement and defalcafion of DenSco funds through the use of false pretenses.

140.  As a result of the Second Fraud, DenSco is an unsecured creditor and the Debtor has
prm}ided DenSco a series of unsecured promissory notes obtained under false pretenses.

141. DenSco, unbeknownst to it, and oqtside of the scope of the business dealings with the
Defendant, was now an unsecured creditor of the Defendant.

142. The balance owed by the Defendant to DenSco under the terms of the unsecured

" Ta kesp the page size of this complaint reasonable, the Plaintiff provided examples of only 6 of the 2,616
transactions that give rise to the Second Fraud.

25

tase 2:17-ap-00116-PS Doc 1l Filed 01/31/17 Entered 01/31/17 14:04:06 Desc

Main Document  Page 25 of 66




Guutilla Mufphy Anderson, P.C.
5415 E. High Street, Suite 200

Phoemix, AZ, 85054

(430) 304-8300

10

11

12

13

14 |

15

16

17

18

19

20

21

22

23

24

tase 2:117-ap-00116-PS Doc1l Filed 01/31/17 Entered 01/31/17 14:04:06 Desc

D.  Tuk THIRD FRAUD

143.  On April 20, 2016, the Defendant filed a Voluntary Petition under Chapter 7 of the
United States Bankruptey Code (“Petition Daté”).

144, Despite the requirement under penalty of perjury to disclose all of your c;‘editors, the
Debtor’s statements and schedules failed to list DenSco as a creditor, and therefore DenSco was not
notified of the bankruptcy.

145.  Sometime in June 2016, DenSco discovered that the Defendant had filed bankruptcy
and began to investigate its open loans to Defendant.

146. Denny Chittick confronted the Defendant about lack of security interests in real estate
despite hundreds of executed notes and deeds of trust and the Defendant conceded there were no
security interests in the properties.

147. Instead of telling DenSco the truth about the Second Fraud, the Defendant made a
series of misrepresentations to- DenSco designed to keep DenSco from taking action against
Defendant.

148. In a conversation, recorded by Denny Chittick before he committed suicide, the
Defendant told Mr. Chittick that he did not misappropriate any money from DenSco, but all of the
DenSco funds were being held by a foreclosure frustee company called Auction.com: See Exhibit
F-1 - [excerpts from Transcript of Recorded Conversation Denny Chittick and Yomtov Scott
Menaged (“Conversation Transcript”)], page 97, Tines 2-24.

149,  Specifically, perpetuaﬁng the Second Fraud, Defendant told Denny Chittick that there
was $31.8 Million held by foreclosure trustee Auction.com. See Exhibit F-2 - Conversation
Transcript, page 102, lines 17-21.

150.  The Defendant admitted to Denny Chittick that he had destroyed all of his records of
the Fake Receipts, and that he would never testify that the $31.8 Million existed or was being held
by Auction.com. See Exhibit F-3 — Conversation Transcript, page 86, lines 3-25, continued to page
87, lines 1-3.

151. The Defendant admitted to Denny Chittick that he undertook affirmative steps to
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conceal his embezzlement, and diversion of DenSco funds, The Defendant admitted that the Fake
Receipts evidencing the purported sales were not available as they were created on Veronica
Castro’s computer and the computer was now “gone”. See Exhibit F-4 - excerpts from Conversation |
Transcript, page 91, lines 7-11. |

152, | The Defendant told Denny Chittick that the outstanding sum due to DenSco would be

repaid by funds currently held with Auction.com and after the Bankruptcy Case was over and the

|| Defendant intended to wire the money overseas and “incorporate” himself, and then “start taking

cash from there every [explétive] day, every day”. See Exhibit F-5 - Conversation Transcript, page |
97, lines 2-24. _

153. The Defendant told Denny Chittick that he believed the DenSco funds are “sitting in a
tfust account, not in the name of auction.com.” See Exhibit F-6 - Conversation Transcript, page 40,
lines 10-25. 7

154.  The Defendant told Mr. Clﬁttick that he would never “talk” about all of the DenSco |
money at auctioncom because it would result in him going to prison. See Exhibit F-7 -
Conversation Trr:_mscript, page 27, lines 16-25. |

155. During his 2004 exam, the Defendant testified that no money was held at Aution.com
for the benefit of DenSco and that he lied to Denny J. Chittick about the money being held at
Auction.com.

156. According_to the Defendant, DenSco is an unsecured creditor of the Debtor. See
.Amended Schedules, docket #94.

157.. Defendant’s conduct with respect to DenSco, as alleged herein, was willful and
malicious and intended to cause mjury and harm.

158. DenSco is entitled to a judgment that declares and determines that its claims against
the Defendants, and the Deféndants’ debts and liabilities owed to Denéco, are not dischargeable in
this bankruptcy case. -

COUNT I - NONDISCHARGEABILITY OF DEBT (SECTION 523(3“2))

159.  Plaintiff incorporates by reference all of the allegations contained in the preceding
27
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paragraphs as more fully set forth herein.
160, To obtain a determination that a debt is nondischargeable under Section 523(a)(2) of

the .Bénkruptcy Code, the creditor nust prove the following elements:

a. . The Debtor made a misrepresentation;

b. The Debtor knew the misrepresentation was false at the time it was made;

c. The representation was deliberately made for the purpose of deceiving the
creditor;

d. The creditor jusfiﬁably relied on the representation; and

e. The creditor sustained a loss or damages as a proximate result of the

representation being made.
~161. At the time of First Fraud, the information provided by Defendant that DenSco was in

first position on the properties was materially false and DenSco relied on such information.

162. The Defendant made a misrepresentation to DenSco that it held or would held a first
position lien against the property.

163. The Defendant knew DenS.co was not a first posiﬁon lien holder. :

164. The Defendant lied to DenSco to obtain funds.

165. DenSco relied on the Defendant’s statements.

166. DenSco sustained substantial financial loss of at least $16,652,090.59 by not being in
a first security position. | | |

167. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT I(A)- NONDISCHARGEABILITY OF DEBT ( SECTION 523(a)(2))

168. Plaintiff incorporates by reference all of the allegations contained in the preceding

|| paragraphs as more fully sct forth herein.

169, At the time of purchase of the Grayhawk Property, the information provided by
Defendant that DenSco was a first position lien holder on the property was materially false and
DenSco relied on such information.
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170.  'The Defendant made a misrepresentation to DenS_co--.that it held or would hold a first

|| position lien against the Grayhawk Property.

171,  The Defendant knew DenSco was not a first position lien holder given its dealings

with Active.
172, 'Ihe_Deféndant lied to Den'S‘cb to obtain funds.
173.  DenSco relied on the.Defendant’s statements.
174. DenSco sustained substantial financial loss by not being in first security position |
agaiﬁsf the Grayhaw-k Property. |
175. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).
| COUNT I(B)- NQNDISCHARGEABILITY OF DEBT (SECTION 5;3(5)(&)_)_

176. Plaintiff incorporates by reference ail of the allegations contained in the preceding
paragraphs as more fully set fortli herein, | _

177. At the filne of purchase of the Sexton Property, the information provided by
Defendant that DenSco was a ﬁfst position lien holder on fhe property was mateﬁally false and | '
DenSco relied on such information. |

178.  The Defendant made a misrepresentation to DenSco that it held or would hold a first
position lien against the Sexfon Prﬁpeﬁy.

| 179. The Defendant knew DenSco was not a first position lien holder given its dealings
with Active. |

180.  The Defendant lied to DenSco to obtain funds.

181.  DenSco relied on the Defendant’s statements.

182. DenSco sustained substantial financial loss by not being in first security position

against the Sexton Property.

183. The Defendants’ actions require that the Defendants’ debt to Receiver be found

nondischargeable pursuant to 11 U.S.C. § 523(a)(2).
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COUNT K(C)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2))

184. Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein, |

185, At the time of purchase of the Hadley Property, the information provided by
Defendant that DenSco was a first position lien holder on the property was materially false and
DenSco relied on such information,

186. The Defendant made a misrepresentation to DenSco that it held or would hold a first
position lien against the Hadley Property.

| 187. The Defendant knew DenSco was not a first position lien holder given its dealings

with Active.

188.  The Defendant lied to DenSco to obtain funds.

189. DenSco relied on the Defendant’s statements,

190. DenSco sustained substantial financial loss by not being in first security position
against the Hadley Property. |

191, The Defendants’ actions require that the Defendants® debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT I(D)- NONDISCHARGEABILITY OF DEBT '(SECTION 523(a)(2))

192,  Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more full}; set forth herein. _

193. Atthe tﬁne purchase of the Palm St. Property, the information provided by Defendant |-
that DenSco was a first position lien holder on the property was materially false and DenSco relied
on such information.

194. The Defendant made a misrepresentation to DenSco that it held or would hold a first
position lien against the Palm St. Property.

195. The Defendant knew DenSco was not a first position lien holder given its dealings
with Azben.

196, The Defendant lied to DenSco to obtain funds.
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197. DenSco relied on the Defendant’s statements.

198. DenSco sustained substantial financial loss by not being in first security position
against the Palm St. Property.

199. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT I(E)- NONDISCHARGEABILITY OF DEBT (SECTION 523(al(2))

200, Plaintiff jllcozporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein,

201. At the time purchase of the Lynx Property, the information provided by Defendant
that DenSco was a first position lien holder on the property was materially false and DenSco relied
on such information.

202.  The Defendant madé a misrepresentation to'DenSco that it held or would hold a first
position lien against the Lynx Property.

203. The Defendant knew DenSco was not a first position lien holder given its dealings
with Active. |

204.  The Defendant lied to DenSco to obtain funds,

205.  DenSco relied on the Defendant’s statements.

206. DenSco sustained substantial financial loss by not being in first security position
against the Lynx Property.

207. The Defendants’ actions require that the Defendant s’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT I(F)- NONDISCHARGEABILITY OF DEBT (SECTION 523(2)(2))

208.  Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein.

209. At the time purchase of the Hammond Property, the information provided by
Defendant that DenSco was a first position lien holder on the property was materially false and
DénSco relied on such information. |
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210,  The Defendant made a misrepresentation to DenSco that it held or would hold a first
position lien against the Hammond Property. _

211.  The Defendant knew DenSco was not a first position lien holder given its dealings
with Geared. _

212. The Defendant lied to DenSco to-obtain funds,

213.  DenSco relied on the Defendant’s statements,

214, DenSco sustained substantial financial loss by not being in first security position

215. The Defendants’ actions require that the Defendants’ debt to Receiver be found |
.nondischarge'able pursuant to 11 U.S.C. § 523(a)(2).
COUNT I(G)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2))

216, Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein.

217. At the time purchase of the Potter Propeﬁy, the information provided by Defendant
that DenSco was in first position on the property was materially false and DenSco relied on such
information.

218. The Defendant made a misrepresentation to DenSco that it held or would hold a first
position debt against the Potter Property.

219, The Defendant knew DenSco was not in first position given its dealings with Geared. .

220. The Defendant lied to DenSco to obtain funds.

221.  DenSco relied on the Defendant’s statements.

222. DenSco sustained substantial financial loss by not being in first security position
against the Potter Property.

223. The Defendants’ actions require that the Defendants’ debt to Receiver be found

nondischargeable pursuant to 11 U.S.C. § 523(a)(2).
COUNT I(H)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2))

224.  Plaintiff incorporates by reference all of the allegations contained in the preceding
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pai‘agraphs as more fully set forth herein. _

225. At the time purchase of the Aspen Property, the information provided by Defendant
that DenSco was a first position lien holder on the property was materially false and DenSco relied
on such information. ‘

22‘.6. The Defendant made a musrepresentation to DenSco that it held or would hold a first:
| position lien against the Aslﬁen Préperty.

227. The Defendant knew DenSco was not a first position lien holder given its dealings
with Active. o " |

228. The Defendant lied to DenSco to obtain funds.

229. DenSco relied on the Defendant’s statemengs,

230. DenSco sustained substantial financial loss by not being in first security position
against the Aspen Property.

231. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2). |
| COﬁNT Ii - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2

232. Plaintiff ﬁlcoxporates by reference all of the ‘allegations contained in the preceding
paragraphs as more fully set forth herein,

233, During the Second Fraud, the receipts created by the Defendant evidencing the
purchase of properties were forged and fake.

| 234, The Defendant presented the Fake Receipts to DenSco.

235. The Defendant and/or AHF knew the receipts were fake as the properties had not
been purchased. '

236. The receipts were provided to DenSco trick DenSco into believing that numerous |
properties had been purchased with DenSco funds.

237. DenSco relied on the Fake Receipts as evidence that the cashier’s checks were used to

purchase the properties.

238. DenSco sustained a loss of at least $28,122,300.00 by not purchasing the properties.
33
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-See. Exhibit I- Spreadsheet of unseeured loans for pt‘eperties in the Second Fraud
239, Defendant kept the $28 122, 300 00 ﬁmds for his personal use and benefit.
240.- The Defendants aetlons requne that the Defendants debt to Receiver be found I
nondlschargeable pursuant 011 U.8.C, § 523(a)(2).
' COUNT T1(A)- NONDISCHARGEABILITY OF DEBT (SECTION. 52_3@_(;)_)_

241, Plaintiff mcor_porates by reference all of the allegatlons contained in the preceding

paragraphs as more fully set forth herem. '

242.  The Fake Recelpt prov1ded by AHF conﬁrmlng the purchase of the Avenida property

1| was a forgery.

243,  The Defendant and/or AHF knew the Avenida Receipt was fake.
244.. The Avenida Receipt was lﬁrovided to confirm the purchase of the Avenida property.
245. DenSco relied on the Avenida Receipt as evidence that cashier’s check 901812XXX

was used to purchase the Avenida property.

246. DenSco sustained a loss of at least $261,409.00 by not purchasmg the Avenida

247.  Defendant _kept the $261,409.00 funds for his personal use and benefit,

248. The Defend'ants’. actions require that the Defendants’ debt to Receiver be found
-nond1schargeab1e pursuant to 11 U.S. C § 523(a)(2). |

COUNT II(B) NONDISCHARGEABILITY OF DEBT ( SECTION 523(a)(2))

249. Plalntlff mcorporates by reference all of the aIlegatwns eontamed in the preceding
paragraphs as more fully set forth herein.

250. At the time of the Second Fraud, the Fake Receipts given to DenSco by the Defendant |
were materially false._

251, The Defendant knew that the Fake Receipts were fraudulent documents as he never
actually finalized the sales supported by the Fake Receipts.

252.  The Defendant used the Fake Receipts to obtain funds from DenSco.

253. DenSco relied on that Fake Receipts and lent funds based on the misrepresentation.
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254, DenSco sustained damages of at Ieast $28,122,300.00 based on the Fake Recelpts _

issued durmg the Second Fraud.

“255. Upon mfor.matlon and 'b_elief, 2,616 loans made to Defendant by DenSco were not|

secured by any real property because Defendant never purchased the underlying property, despite

representation and Fake Receipts that the Defendant had done so.

256. The Defendants’ actions requife that the Defendants’ debt to Receiver be found
nondlschargeable pursuant to 11 US.C. § 523(a)(2)(A)
COUNT II(C) NONDISCHARGEABILITY OF DEBT |

257.  Plaintiff mcorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein.
| 258. At the time of the Second Fraud, the mortgages, deeds of trust, and promissory notes
given to DenSco by the Defendanf were .materially false. |

259, The Defendant knew that the mortgages, deeds of trust, and promissory notes were

: fraudulent documents as he never actually finalized the sales suppofced by the mortgages, deeds of

trust, and prormssory notes

260. The Defendant used the mortgages, deeds of trust, and promissory notes to obtain |
funds from DenSco 7

261. DenSco reIied on that mortgages, deeds of trust, and promissory notes and lent funds
based on the rn_isrepre_sentation,

262. Upon information and belief, 2,616 loans made to Defendant by DenSco were not
secured by any real property because Defendant never purchased the underlying property, despite
representation and mortgages, deeds of trust, and promissory notes that the Defendant had done so

263. DenSco susfaihed damages of at least $28,122,300.00 based on the false documents |
issued during the Second Fraud.

264. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2)(A).
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COUNT Hi- NONDISCHARGEABILITY OF DEBT ('SECTION 523(a)(2)

265.  Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein,

266. The Deeds of Trust generated under the Second Fraud confirming the purchase of the
properties were provided solely to deceive DenSco.

267. The Defendant and/or AHF knew the Deeds of Trust were not being recorded,

268. The Deeds of Trust were provided to show the purchase of the properties.

269. DenSco relied on the validity of the Deeds of Trust.

270.  DenSco relied on the Deeds of Trust as evidence that the cashier’s checks were used
to purchase the properties.

271. DenSco sustained a loss of at ieast $28,122,300.00 by not purchasing the properties.

272. Defendant kept the $28,122,300.00 funds for his own personal use and benefit,

273, The Defendants’ actions require that the Defendants’ debt to Receiver be found |
nondischargeable pursuant to 11 U.S.C. § 523(a)(2). _

COUNT III{(A)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2)) |

274, Plaintiff incorporates by reference all of the allegations contained in the preceding|
paragraphs as more fully set forth herein.

275. The Deed of Trust for the Mackenzie Drive Property giving DenSco a security
interest in said property was provided solely to deceive DenSco.

276. The Defendant and/or AHF knew the Deed of Trust fof Mackenzie Drive Property
would not be recorded. |

277. The Deed of Trust for the Mackenzie Drive Property was provided to show the
purchase of the property;

278. DenSco relied on the validity of the Deed of Trust for the Mackenzie Drive Property.

279, DenSco relied on the Deed of Trust for the Mackenzie Drive Property as evidence
that the funds wired to AHF were used to purchase the Mackenzie Drive Property.

280. DenSco sustained a loss of at least $267,100.00 by not purchasing the Mackenzie
36
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Drive Property.
281, Defendant kept the $267,100.00 funds for his own personai use and benefit.
282. The Defendants’ actions require that the Defendants’ debt to Receiver be found |
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).
COUNT II(B)- NONDISCHARGEABILITY OF DEBT ( SECTION 523(2)(2))

283, Plaintiff incorporates by reference all of the allegations contained in thé preceding
paragraphs as more fully set forth herein.

284, The Deed of Trust for the Marco Polo Property giving DenSco a security interest in
said property was provided solely to deceive DenSco,

285. The Defendant and/or AHF knew- the Deed of Trust for the Marco Polo Property
would not be recorded.

286. The Deed of Trust for the Marco Polo Property was provided to show the purchase of
the property.

287. DenSco relied on the validity of the Deed of Trust for the Marco Polo Property.

288, DenSco relied on the Deed of Trust for the Marco Polo Property as evidence that
funds wired to AHF were used to purchase the Marco Polo pfopertj.

289. DenSco sustained a loss of at least $147,000.00 by not purchasing the Marco Polo
property.

290.  Defendant kept the $147,000.00 funds for his own personal use and benefit. ’

291. The Defendants’ actfons require that the Defendants’ debt to Receiver be found

nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT III(C)- NONDISCI_-IARGEAB[LITY OF DEBT ( SECTION 523(a)(2))
292, Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein,
293, The Deed of Trust for the Avenida Del Sol Property giving DenSco a security interest
in said property was provided solely to deceive DenSco.
294, The Defendant and/or AHF knew the Deed of Trust for the Avenida Del Sol Property
37
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would not rbe recorded.

295, The Deed of Trust for the Avenida Del Sol Property was provided fo show the

purchase of the property

296. DenSco relied on the vahdlty of the Deed of Trust for the Avenida Del Sol Property.
297 DenSco relied on the Deed of Trust for the Avemda Del Sol Property as evidence that
funds wiréd to AHF were used to purchase the Avenida Del Sol Property.
298. DenSco sustained a loss of at least $271,400.00 by not purchasing the Avenida
property.
1299, Defendant kept the $271,400.00 funds for his personal use and benefit.

300. The Defendants’ actions require that the Defendants’ debt to Receiver be found

nondischargeable pursuant to 11 U.S.C, § 523(a)(2).

COUNT IIIfD’)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2))
301. Plaintiff incorporatés by reference all of the allegations contained in the preceding

paragraph$ as more ﬁﬂly set forth herein,

302. The Deed of Trust for the McDowell Property giving DenSco a security interest in

303. The Defendan_t and/or AHF knew the Deed of Trust for the McDowell Property 1

‘would not be réccjrded.

304. The Deed of Trust for the McDowell Property was provided to show the purchase of

1| the property.

305.  DenSco relied on the validity of the Deed of Trlrst for the McDowell Property.

306. DenSco relied on the Deed of Trust for the McDowell Property as evidence that funds
wired to AHF were used to purchase the McDowell Property.

307. DenSco sustained a loss of at least $499,610.00 by not purchasing the McDowell
Property.

308. Defendant kept the $499,610.00 funds for his own personal use and benefit.

309. The Defendants’ actions require that the Defendants’ debt to Receiver be found 7
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nondxschargeable pursuant 1o 11 U. S C. § 523(a)(2)

COUNT III(E)- NONDISCHARGEABILITY OF. DEBT (SECTION 523!a112n

.310.. ' Plamt1ff mcorporates by reference all of the allegations containéd in the precedmg -

paragraphs as more fully set forth herem

311, The Deed of Trust for the Purple Sage Property glvmg DenSco a secunty interest in.

sald property was prowded solely to deceive DenSco.

312. - The Defendant and/or AHF knew the Deed -of Trust for the Purple Sage Property

.-Would ot be recorded,

313, The Deed of Trust for the Purple Sage Property was provided to show the purchase of
the property.
314, DenSco relied on the validity of the Deed of Trust for the Purple Sage Property.

315. DenSco relied on the Deed of Trust for the Purple Sage .Property as 'evidence that

'ﬁmds wired to AHF were used to purchase the Purple Sage Property.

316. DenSco sustamed a loss of at Ieast $294,509.00 by not purchasing the Purple Sage|

317. Det_‘eudent kept the $294,509.00 funds for his own personal use and benefit,
318. The Defeudants’ actions require that the Defendants’ debt to Receiver be found
nond1schargeable pursuant to 11 US C.§ 523(a)(2)

COUN T I[I( F)- NONDISCHARGEABILITY OF DEBT ( SECTION 523( a)(2))

31'9:'. Plamtlff meorporates by reference all of the allegatlons contajned in the precedmg
paragraphs as more fully set forth herein.

320. The Deed of Trust for the North 44™ Place Property g1v1ng DenSco a security interest
in said property was prov1ded solely to deceive DenSco.

321. The Defendant and/or AHF knew the Deed of Trust for the North 44™ Place Property

would not be recorded.

322. The Deed of Trust for the North 44™ Place Property was provided to show the.

purchase of the property.
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. 323. DenSco relied on the validity of the Deod of Tiust for the North 44‘# Piace Property.
324, DeﬁSco relied cn'the Deed of Trust for the North 44 Place Property as evidence that
funds wired to AHF were used to purchase the North 44th Place Property |
325. DenSco sustained a loss of at least $277,100. 00 by not purchasing the North 44
Place Property. '
| 326. Defendant kept the $277,100.00 funds for his own personal use and benefit.
327. The Defendants’ actions require that the Defendants’ debt to Receiver be found
.nondischargeeble pursuant to 11 U.S.C. § .52.3'(a)(2). | | |
COUNT 1V- NONDISCHARGEABILITY OF DEBT (SECTION 523(2)(2))

328. Plaintiff incorporates by reference all of the allegations contained in the preceding

paragraphs as more fully set forth herein. -
329. The Second Fraud was done solely to deceive and defraud DenSco.

330, The Defendant created falsified checks, deeds, contracts, and receipts related to the

purported purchase of real propertles at trustee sales.

331. All of the documents created during the Second Fraud scheme, by. the Defendant or

for the Defendant’s behalf were created and used to deceive DenScc

332.  The Defendant knew the falsified checks deeds, contracts, and receipts related to the

Jpurchase of the properties were false.

333, DenSco relied on the validity of the documents presented by the Defendant during the |

_'.SeCond Fraud.

334. DenSco sustained a substantial loss of at least $28,122,300.00 due to the Second

335. The Defendant kept the $28,122,300.00 for his own personal use and benefit.

336. The Defendants’ actions require that the Defendants® debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(2).

COUNT V- NONDISCHARGEABILITY OF DEBT (SECTTON 523(a)(2))

337. Plaintiff incorporates by reference all of the allegations ccntaine’d in the preceding
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paragraphs as more fully set forth herein.

338.  On July 25, 2016 the Defendant told DenSco that the funds were available through
Auction.com and would be paid to him after the bankruptcy case closed.

339. The Defendant’s statements about Auction.com holding any funds for Defendant or
DenSco were false.

340. The Defendant admitted that Auctioncom did not and does not hold any of
Defendant’s funds,

341. The Defendant admitted that Auction.com did not and does not hold any of DenSco’s
funds.

342, The Defendant made the statements about Auction.com to hold off DenSco’s
collection efforts.

343, DenSco believed the Defendant.

344, DenSco suffered a substantial financial loss of at least $47,156,641.92.

345. The Defendants’ actions require that the Defendants® debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523.(a)(2).

COUNT VI - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2))

346, Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein.

347.  Throughout the relationship, the Defendant obtained money and property from
DenSco through faise pretenses, false representations, fraud and concealment.

348. The Defendant represented, among other things, that he would act in an honest,
trustworthy, and truthful manner with respect to DenSco’s money and property.

349, DenSco reasonably and justifiably relied on the Defendant in his business
relationship, to provide honest and truthful services, and therefore allowed the Defendant to have
access to DenSco’s accounts, money and property.

350. The Defendant intentionally took money and property from DenSco, which he was
not entitled to take, for his own personal benefit and for third parties.
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351: The Deferidaht misrepresented and conc.eale_d the purposes for which he obtained and |
used DenSco S money and property, | | _

352, The Defendant’s nusrepresentatlons of DenSco’s money caused DenSco to suffer
rsubstantlal damages |

353, The Defendant s embezzlement of DenSco’s money caused DenSco to suffer-

substantial damages

354. DenSco is entitled to oompensatory and punitive damagcs in an amount of at least/
$47, 156 641.92 plus mterest to the fullest extent permitted by law and reasonable attorneys’ fees
and costs.

355. Pursuant to 11 U.S.C. § 523(a)(2), the Defendants are not entitled to a discharge as to
the debts and liabilities owed to DenSco. |

COUNT VII - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(2)(A))

356. Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth Herein, -
357. At the time of the Fofbearance Agreement, the -D.ef_endant’s statements that he would
repay thé sum due from the First Fraud we_fe 'x_hatérially false and DenSco relied on such information.
358. Defendant had no intention of 'reiaaying_ DenSco for the First Fraud.

359. The Defendants" actions require that the Defendants’ debt to Receiver be found

| nondlschargeable pursuant to 11 US.C. § 523(a)(2)(A)

COUNT VILI - NONDISCHARGEABILITY OF DEBT ( SECTION 523(a)(2HA)

360. Plaintiff mcorporates by reference all of the allegations contamed in the preceding

‘|| paragraphs as more fully set forth herein.

361.  The Defendant’s statements that he would repay the sum due under the Second Fraud
by the funds held in Auction.com were materially false.
362, DenSco relied on such information.
363. Defendant had no intention of repaying DenSco from Auction.com as Auction.com is
not holding any funds for PenSco or the Defendant.
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364. The Defendants"' actions re‘quire that the Defendants’ debt to Receiver be found _
nond1sehargeable pursuant to 11 U.S.C, § 523(a)(2)(A)
COUNT IX - NON])ISCHARGEABILITY OF DEBT {SECTION 523( ) 2)(A))

365.  Plaintiff mcorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herem

366. On November 27, 2013, the Defendant confessed to Denny Chlttlck and DenSco that
certain propertles iivolved in the First Fraud had &lso been used as securlty for one or more loans |
from one or more other lenders and that DenSco may not be a first posmon lien holder on each
respective property. |

367. Defendant had no intention of providing DenSco with first position security interests
in the properties.

368. Defendant knew at the time of securing the'properties that DenSco believed it would

||-be a first position len holder.

. 'y

369. Defendant knew that it granted a first position lien on many of the properties to other
lenders even though it obtained DenSco’s funds for that very purpose.

370. The. Forbearance Agreement confirms befendant’s false representations and
intentions.

371.  The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondrschalgeable pursuant to 11 U. S.C. § 523(a)(2)(A). |

COUNT. X NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))

372, Plamtlff mcorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein. 7

373. A debt is nondischargeable under Section 523(a){(4) of the Bankruptcy Code, for
frand or defalcation while acting in a fiduciary capacity, embezzlement, or larceny.

374, Embezzlement is defined as the act of withholding assets for the purpose of

conversion of such assets, by one or more persons to whom the assets were entrusted, either to be

held or used for a specific purpose.
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375, A relationship. between .]jefendant.and DenSco existed as far back as 2011 When the
parties began their property purchase transactions. | | .
. 376.- DenSco relied on Defendant to use DenSco’s funds to purchase property for the|
benefit of DenSco. _

377. The Defendant acqu;red access to DenSco’s funds through thelr relatlonshlp of]
Defendant purchasing property for DenSco’s business portfoho

378. The Defendant kept DenSco’s funds which were allocated for the purchase of
property, or rerouted the ﬁlnds allocated for the purchase of property, ‘nto Defendant s accounts.

379, The Defendant intentionally took and kept DenSco’s funds.
380. The Defendant embezzled from DenSco. |
381.  DenSco suffered a financial loss of at least $47,156,641.92 as a result of Defendant’s

embezzlement,

' 382, The Defendants’ actions require that the Defendants’ debt to Receiver be found

. nondischargeable pursuant to 11 U.S.C. § 523(a)(4).

COUNT XI - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))

383. .Piaintiff incorporates by reference all ‘of the allegations contained in the preceding
paragraphs as more fully set forth herein. -

384. A relationship between Defendant and DenSco.existed as far back as 2007 when the
parties began their property purchase transactions.

385, The Defendant perpetrated the Second Fraud on DenSco from 2014 through 2016,

386. ‘'The Defendant perpetrated the Third Fraud on DenSco when he 1ied about the
existence of the Auction.com ﬁmds, and the -ability to repay DenSco.

387. DenSco relied on Defendant to repay the funds from the Second Fraud.

388. DenSco relied on the Defendant to repeiy the funds owed under the Forbearance
Agreement, subsequent work out agreements, Promissory Notes, and Second Fraud.

389. DenSco believed that the Defendant held the funds in Auction.com,

390. The Defendant intentionally took and kept DenSco’s funds.
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- 391, The Defendant e1nbezzled ﬁ'orn DenSco and Was fully aware that he Would not repay

iDenSco ﬁom funds held by Auctlon com.

392, The Defendants actlons require: that the Defendants debt of $47, 156, 641, 92 to|
Receiver be found nondlschargeable pursuant to 11 U.S.C. § 523(a)(4)

'COUNT XII - NONDISCHARGEABILITY OF DEBT 'SECTI{)N 523(a)(4)

393, Pﬁlaintiff 'incorpcratejs.by reference all of the aﬂegations contained in the preceding

| paragraphs as more fully set forth herein.

394, A debt is nondlschargeable under Section 523(&)(4) of the Bankruptcy Code, for|
fraud or defalcation whlle acting in a fiduciary capacity, embezzlement, or larceny.
395, - Defalcation includes acts that taint a particular debt such that it cannot be discharged.

396. Defalcation requires proof of “a culpable state of mind... intmlving knowledge of, or

ETOSS recklessness in respect to, the improper nature of the relevant fiduciary behavior.,” Bullock v.

BankChampaign, N.A. 133 8. Ct 1754 at p. 1757 (2013).

397. DenSco entrusted the Debtor with access to- its accounts money and propetty, 1o,
among other things, acquire additional propertres and Deeds of Trust for DenSco,

398.. The Defendant intentio'nally' a.nd fraudulently misused his position and access to
embezzle money from DenSco for his own personal beneﬁt.

399. The Defendant knew he was taki’ng-'DenSco’ s funids without purchasing property.

400. ‘The Defendant knew he was keepmg DenSco’ s funds for his own benefit. _

401. The Defendant concealed his actlons from DenSco by providing Fake Recelpts and/or
Deeds of Trust.

402. The Defendant concealed his embeizlement of DenSco’s money by, among other
things, not returning the cashier’s checks, or finds associated with each cashier’s check, when a sale
was not completed, A

403. The Defendant’s conduct constituted defalcation in a fiduciary capacity.

404. The Defendant admitted he took DenSco’s funds.

405. The Defendant’s actions caused DenSco to _auffer substantial dama_ge, including but
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not limited to the inability to pay legitimate company debts and obligations.
406. Defendant is entitled to compensatory and punitive damages in an amount to be
proven at trial, plus interest to the fullest extent permitted by law, and reasonable attorney’s fees and

CcOsts.

407. Pursuant to 11 U.S.C, -§ 523(a)(4), the Defendants are not entitled to a discharge as to
the debts and liabilities owed to DenSco.

COUNT XII A) - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4

408. Plaintiff rincorporates by reference all of the allegrations .coﬁtained in the preceding
paragraphs as more fully set forth herein.

409. A debt is nondischargeable under Section 523(a)(4) -of the Bankruptey Code, for
fraud or defalcation while acting in a fiduciary capacity, embezzlement, or larceny.

410. DenSco entrusted the Debtor with access to its accounts, money and propetrty, to,
among other things, acquire additional properties and Deeds of Trust for DenSco.

411. The Defendant ntentionally and fraudulently misused his position and access to
embezzle money from DenSco for his own pefsona] benefit.

412. The Defendant knew he was taking DenSco’s funds without purchasing property.

413.  The Defendant falsified the receipt evidencing the purchase of the Avenida Property.

414,  The Defendant never pul_'chased the Avenida Property, and ultimately redeposited the
funds associated with cashier’s check 901812xxx into a bank account under his control.

415,  The Defendant’s conduct constituted defalcation in a fiduciary capacity.

416. The Defendant’s actions caused DenSco to suffer substantial damage, including but
not limited to the inability to pay legitimate company debts and obligations.

417. Défendant is entitled to compensatory and punitive damages in an amount to be
proven at trial, plus interest to the fullest extent permiﬁed by law, and reasonable attorney’s fees and
costs.

418. Pursuant to 11 U.S.C, § 523(a)(4), the Defendants are not entitled to a discharge as to
the debts and liabilities owed to DenSco.
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COUNT XIIT = NON])ISCHARGEABILITY OF DEBT ,

419.. - Plamtlff mcorporates by reference all of the allcgations contamed in the precedmg :
paragraphs as more fully set forth herein;

420. Larceny is defined as the unlawful taking of the personal property of another person
of business. - | _ |

421.  The Defendant unlawfully took DenSco’s personal property.

422. 'The Defendant admitted that he took DenSco’s funds.

423, The Defendants’ actions require that the Deféndants” full debt to Receiver be found |
nondischargeable pursuant to 11 U.S.C, § 523(a)(4). ,

COUNT XIV - NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))
424. Plaintiff incorperates by reference all of the allegations contaihed in the preceding

paragraphs as more fully set forth herein,

425. A debt is nondlschargeable under Section 523(a)(4) of the Bankruptey Code, for

| fraud of defalcauon while acting in a fiduciary capacity, embezzlement, or larceny.

426. Act10nab1e fraud requires the concurrence of nine elements: (1) a representation;

|l () its falsity; (3) its materiality; (4) the speaker’s knowledge of its falsity or 1gnorance of its truth;

I5. (5) his intent that it should be acted upon by the person and in a manner reasonably contemplated,;

_ (6) the hearer’s ignorance of its falsity; (7) his reliance on its truth; (8) his right to rely thereor, and |

(9) his consequen_f and proximate 1n_]ury

427. During the First Fraud, the Defendarit engaged in practices of obtaining two hard
money loans for first position deeds of trust on the sarme property.

428. The Defendant executed multiple promissory note, deeds of trust and other

documents representing his .purchase of real property and the hard money lenders first position

security interest on such property.
429, Defendant’s representations to DenSco that it was in first position on the subject

property was false, given that Defendant knew that another lender was already in first position

against the subject property.
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430. Defendant admitted . iul the - Forbeatance Agrcement_'that he knew that certain |

properties were used as security for one or more loans from one or more lenders and that DenSco

| was niot in first position on each respective loan.

431, The status of a first position lien holder v. a second position lien holder is signiﬁéant, ;
and material. | |

432, The Defendant knew the order of the various lenders’ poéitions against the subject

7 pfopcrties_as he orchééstratcd_ the purchase of the property and communicated with the various

leﬁders régarding-the same. The Defendant knew his sfa;celnents to DenSco that it was in first
position were faise. |

433, Defendant intended for DeﬁSco to rely on the iﬁformation that it was in first position
to encourage more transactions.

434,  DenSco provided funds, and_ received promissory notes and deeds of trust based on
the Defendants” representation that DenSco was in first position on the propcrties.
| 435, DenSco relied on the Defendant’s statemenfs, dbcumentsrand further actions.
436.  DenSco had a right to rely on Defendant’s statements. and docuinents, and the
continued lending practices and on-going business relatibnéhip of the party
437, DenSco suffered damages of $.37,420,_120.47 for the First Fraud committed upon him
by the Défendan.t.

- 438. .The Defendant acknowledged the First Fré.ud, ‘entered  into 1;he Forbeai’ance
Agreement and paid down on the debt prior fo the bankruptey filing. The debt owed on the. Petition
Date under the Forbearance Agréement for the First Fraud is $16,652,090.59.

439, The Defendants’ actions require that the Defendants’ debt to Receiver be found |
nondischargeable pursuant to 11 U.S.C. § 523(a)(4). |
COUNT XIV(A)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))

440.  Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein. _

441, For the purchase of the Grayhawk Property, the Defendant engaged in his then
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| ?C(')ﬁimon practice of e'btaihing two hard money loans for first position deeds of trust on the same

|| property.-

442. The Defendant sent DenSco an emaﬂ mdleatmg that he purchased the Grawhawk
'Property and needed a loan of $250,000.00.
- 443, Meanwhﬂe the Defendant obtained a Joan from Aetiye to purchase the same property,
and Active recofded its* deed of trust. |

444, - Defendant’s representations to DenSco that it was in first position on the subject |

|| property was false, given that Defendant knew that Active was already in first position against the |

subject property.

445, Defendant admitted in the Forbearance Agreement that he knew that certain|
properties, including the Grayhawk Property, were used as security for one or more loans from one
or more lenders and that DenSco was not in first position for his loan,

446. The status of a first position lien holder v. a second position lien holder is significant,
and material, esp eeially given the value of the Grayhawk Pr.operty.

447.  The Defendant knew that Active was in first position on the property and that DenSco |
believed it was in first p051t10n on the Grayhawk Propeﬂy

448. Defendant intended for DenSco to rely on the information that it was in first position
‘on the Grayhawk Property since Defend'ant obteined funds from DenSco for that purpose.

449.  DenSco 'provided funds, and received e promissorjr note aﬁd deed of trust based on

|| the Defendant’s representatlon that DenSco was in first posﬂmn on the Graybawk Property.

450. DenSco relied on the Defendant’s statements, documents and further actions.

451. Defendant failed to tell DenSco about Active’s first position status.

452. DenSco had a right to rely on Defendant’s statements and documents, given that
DenSco lent the Defendant $250,000.00 for the specific purpose of being the first positien lender on
the Grayhawk Property. |

453. DenSco suffered damages of at least $i44,100.00 for fraud committed upon him by
the Defendant for the Grayhawk Property.
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454. The Defendants’ actions requ'iré that the Defendants’ debt to Receiver be found |
nondischargeable pursuant to 11 U.S.C. § 523(a)(4).
COUNT XIV(B)- NONDISCHARGEABILITY OF DEBT (SECTION 523(2)(4))

455.  Plaintiff incorporates by reference all of the allegations contained in the preceding

|l paragraphs as more fully set forth herein.

456. For the purchase of the Sexton Property, the Defendant engaged in his then common |
practice of obtaining two hard money lbai_ns-.for first position deeds of trust on the same propetty.

457. The Defendant sent DenSco. an email indicating that he purchased the Sexton

|| Property and needed a loan of $150,000.00.

458. Meanwhile the Defendant obtained a loan from Active to purchase the same property,
and ultimately Active recorded its’ deed of trust,

459. Defendant’s representations to DenSco that it wés in first position on the subject
proiaerty was false, given that Defendant knew that Active was already set to claim its’ first position
security interest #gainst the sﬁbject property.

460. | Defendant admitted in the Forbearance Agreement that he knew that certain|
properties, including the Sexton Property, Wefe used as security for one or more loans from one or
more lenders and that DenSco was not in first position for his loan.

461. The status of a first position lien holder v.. a second position lien holder is significant,
and material; especia'ﬂy given the value of the Sexton Property.

462. The.Defcﬂdant knew that Active was in first position on the property and that DenSco
believed it was in f1:st position on the Sexton Property.

463. Defendant intended for DenSco to rely on the information that it was in first position
on the Sexton Property since Defendant obtained funds from DenSco for that purpose.

464. DenSco provided funds, and received a promissory note and deed of trust based on
the Defendant’s representation that DenSco was in first position on the Sexton Property.

465.  DenSco relied on the Defendant’s statements, documents and further actions.

466. Defendant failed to tell DenSco about Active’s first position status.

50

tase 2:17-ap-00116-PS Doc 1l Filed 01/31/17 Entered 01/31/17 14:04:06 Desc

Main Document  Page 50 of 66




Guttilld Murphy Andetson, P.C.
5415 E. High Street, Suite 200

Phoenix, AZ 85054

(480) 304-8300

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

467. DenSco had a right to rely on Defendant’s statements and documents, given that
DenSco lent the Defendant $150,000.00 for the specific plirpose of being the first position lender on
the Sexton Property.

468. DenSco suffered damages of at least $140,000.00 for fraud conlrnitted upon him by
the Defendant for the Sexton Property.

469. The Defendants’ actions require that the Defendants’ debt to Receiver berfound
nondischargeable pursuant to 11 U.S.C. § 523(a)(4).

COUNT XiV( C)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))

470. Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein,

471. For the purchase of the Hadley St. Property, the Defendant engaged in his then
common practice of obtahﬁng two hard money loans for first position deeds of trust on the same
property.

472. The Defendant sent DenSco an email indicating that he purchased the Hadley St.
Property and needed a loan of $90,000.00.

473. Meanwhile the Defendant obtained a loan from Active to purchase the same property,
and ultimately Active recorded its’ deed of trust.

474, Defendant’s representations to DenSco that it was in first position on the subject
property was false, given that Defendant knew that Active was already set to claim its’ first position
security interest against the subject property.

475. Defendant admitted in the Forbearance Agreement that he knew that certain
propetties, including the Hadley St. Property, were used as security for one or more loans from one
or more 1enders and that DenSco was not in first position for his loan.

476. 'The status of a first position lien holder v. a second position lien holder is significant,
and material, especially given the value of the Hadley St. Property.

477. The Defendant knew that Active was in first position on the property and that DenSco
believed it was in first position on the Hadley St. Property. 7
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478. Defendant intended for DenSco to rely on ﬂie;information that it was in first position | .
onthe H.adley St. Proper.ty'sinoe Defendant obtained funds from Denseo for that ‘purpose. _

479, DenSco provided ﬁ.inds; and received a 'pronﬁsso-fy_ note an_d deed of trust based on

|| the Defendant’s representation that DenSco was in first position on the Hadley St. Property.

480. DenSco relied on the Defendant’s statements, docuinents and_ further actions,
481. Defendant failed to tell DenSco about Active’s first position status.

482. DenSco had a right to rely on Defendant’s statements and documents, given that

|| DenSco Tent the Defendant $90,000.00 for the specific purpose of being the first position lender on
| the Hadley St. Property.

483. DenSco suffered damages of at least $68,000.00 for fraud committed upon him by the
Defendant for the Hadley St. Property.

484. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 110.8.C. § 523(a)(4)

COUNT. XIV(D)- NONDISCHARGEABILITY Q¥ DEBT ( SECTION 523(a)(4))

4835, Plamtlff incorporates by reference all of the allegations contained n the preceding
paragraphs as more fully set forth herein.
480. For the purchase of the Palm St. Property, the Defendant engaged in his then common
practice of obtaining two hard money loans for first position deeds of trust on the same property.
487. The Defendant sent DenSco an email indicating that he purchased the Palm 81
Property and needed a loan of $300,000.00.
488. Meanwhile the Defendant obtained a loan from Azben to purehase the same property, |
and ultimately Azben recorded its” deed of trust. ' '
489. Defendant’s representations to DenSco that it was in first position on the subject
property was false, given that Defendant knew that Azben was already set to claim its’ first position
security interest against the subject property. -
490. Defendant admitted in the Forbearance Agreement that he knew that certain
properties, including the Palm St. Property, were used as security for one or more loans from one or
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more lenders and that DenSco was not in ﬁrst posruon for his loat.

E 4.91. The status of a first posmon Lien holder v. a second position lien holder is szgmﬁcant

and materlal especially given the Value of the Palm St Property

492, - The Defendant knew that Azben was in fu'st position on the property and that DenSco

|| believed it was in first posmon on the Palm St. Property

493, Defendant intended for DenSco to rely on 1 the information that it was in first position

|| on the Palm St. Property since Defendant obtained funds from DenSco _fof that purpose.

494, DenSco provided funds, and rece;o.red a promissory note and deed of trust based on
the Defendant’s representation that DenSco was in first position on the Palm St. Property.

495. DenSco rel_ied on the Defendant’s statements, documents and further actions.

496. Defendant failed to tell DenSco about Azben’ s first position status.

497. DenSco had a right to rely on Defendant’s statements and documents, given that
DenSco lent the Defeh’dant $300,000.00 for the specific 'purpoee of being the ﬁi‘sf position lender on {
the Palm St. Property.

498, DenSco suffered damages of at least $224,600.00 for fraud committed wpon him by

i| the Defendant for the Palm St. Property.
15 || '

499. The Defendants® actions require that the Defendants® debt to Receiver be found
nondischargeable pulsuant to 11 US.C. § 523(&)(4)
C()UNT XIV(E)- NONDISCHARGEABILITY OF DEBT ( SECTION 523( a‘)( 4))

500. Plaintiff mcorporates by referenoe all of the allegatlons eontalned in the preceding |

'paragraphs as more fully set forth herein.

501. For the purchase of the Lynx Property, the Defendant engaged in his then common
practice of obtaining two hard money loans for first position deeds of trust on the same property. -

502. The Defendant sent DenSco an email indicating that he purchased the Lynx Property
and needed a loan of $240,000.00.

503. Meanwhile the Defendant obtained a loan from Active to purchase the same property,

and ultimately Active recorded its’ deed of trust.
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5 04 Defendant s representanons to DenSco that 1t was m first posmon on the subJeetf
_property was. false given that Defendant knew that Active was already set to claim its’ first position
'Securlty mtel est agamst the subject property. .

505. Defendant adnntted in the For bearance Agreement that he knew that certami
properties, includl_ng_ -the._ Lynx Preper,ty_, were used as security for one or more loans from one or‘
more lenders and that DenSCa was not in first posit'ion for his loan,

506. - The status of a first pesition lien holder v. a second position lien holder is significant,
‘and inaterial, esp eci'al'ly given the valup ofthe Lynx Property. |

507. The Defendant knew that Active was in first pesition on the property and that DenSco
believed it was in first position on the Lynx Pfoperty.

508. Defendant intended for DenSco to rely on the information that it was in first position

| on the Lynx Property since Defendant obtained funds from DenSco for that purpose.

509. DenSco provided funds, and received a promissory note and deed of trust based on

5 1.0. DenSeo relied on the Defend.anft’sstatements, documents and further actions.

511, Defendant failed to tell DenS_eo about Active’s first poaition status,

512, DenS-eo-had a right to fely on Defendant’s statements and documents, given that
DenSco lent the Defendant $240 000. 00 for the spe01ﬁc purpose of being the first position lender on
the Lynx Property -

513. DenSco suffered darnages of at least $153 000.00 for fraud committed upon him by |
the Defendant for the Lynx Property.

514, The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(4). |

COUNT XIV(F)- NONDISCHARGEABILITY OF DEBT (SECTION 523(a)(4))

515.  Plaintiff incorporates by reference all of the allegations contained in the preceding
paragraphs as more fully set forth herein,
516. - For the purchase of the Hammond Property, the Defendant engaged in his then
54
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|| common lpracti_ce of obtaining two hard money loans for first position deeds of trust on the same

property.

517. The Defendant sent DenSco an email indicating that he purchased the Hammond

|| Propetty and needed a loan of $100,000.00.

518. Meanwhile the Defendant .obtained.' a loan from Geared to purchase the same
_ia.roperty, and ultimately Geared recorded its” deed of trust.

| 519.  Defendant’s representations to DenSco that it was in first position on the subject |
property was false, éiven thét Defendant kﬁew that Geared was already set to claim its’ first position
security interest against the subject property.

520. Defendant admitted in the Forbearance Agreement that he knew that certain
properties, including the Hammond Property, were used as security- for one or more loans from one
or more lenders and that DenSco was not in first position for his loan.

521. - The status of a first position lien holder v. a second position lien holder is significant,
and material, especially given the value of the Hammond Property.

522, The Defendan;t_ 'knéw that Geared was in first position on the property and that
-DenSc.o believed it was in first positioln on the Haminond Property. |

523. Defendant intended for DenSco to rely on the information that it was in first position
on the Haminond Property since Defendant obtained funds from Der_l'Sco for that purpose. |

524, __ DénSco.provided funds, and received a promissory note and deed of frust based on|
the Defendant’s representation that DenSco was in first position on the Hammond Property.

525. DenSco relied on fhe Defendant’s statements, documents and further actions.

526. Defendant failed to tell DenSco about Geared’s first i)osition status.

527. DenSco had a right to rely on Defendant’s statements and documents, given that
DenSco lent the Defendant $100,000.00 for the specific purpose of being the first position lender on
the Hammond Property.

528. DenSco suffered damages of at least $72,000.00 for fraud committed upon him by the
Defendant for the Hammond Property.
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529. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(4). _
COUNT XIV(G)- NONDISCHARGEABILI_TY. OF DEBT (SECTION 523(a)(4))

530.  Plaintiff incorporates by reference all of the allegations contained in the preceding

paragraphs as more fully set forth herein.

531.  For the purchase of the Potter Property, the Defendant engaged in his then common
practice of obtaining two hard money loans for first position deeds of trust on the same property.

532. The Defendant sent DenSco an email indicating that he purchased the Potter Property
and needed a loan of $170,000.00,

533. Meanwhile the Defendant obtained a loan from Geared to purchase the same
property, and ultimately Geared recorded its’ deed of trust.

534. Defendant’s representations to DenSco that it was in first position on the subject
property was false, given that Defendant knew that Geared was already set to claim its’ first position
security interest against the .subj ect property. |

535. Defendant admitted in the Forbearance Agreément that he knew that certain
properties, including the Potter Property, were used as security for one or more loans from one or
more lenders and that DenSco was not in first position for his loan.

| 536. The status of a first position lien holder v. a second position lien holder is significant,
and material, especially given the value of the Potter Property.

537. The Defendant knew that Geared was in first position on the property and that
DenSco believed it was in first position on the Potter Property.

538. Defendant intended for DenSco to rely on the information that it was in first position
on the Potter Property since Defendant obtained funds from DenSco for that purpose.

539, DenSco provided funds, and received a promissory note and deed of trust based on
the Defendant’s representation that DenSco was in first position on the Potter Property.

540. DenSco relied on the Defendant’s statements, documents and further actions.

541. Defendant failed to tell DenSco about Geared’s first position status.
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542. DenSco had a right to rely on Defendant’s statements and documents, givén that |

1| DenSco lent the Defendant $170,000.00 for the spééiﬁc pulposé'of being the first position lender on
|| the Potter Property. 7 '

543, DenSco suffered damages of at least $125,407.00 for fraud committed upon him by

the Defendant for the Potter Property

544; The Defendants’ actions réquire that the Defendants debt to Receiver be found
nondischargeable pursuant to 11 U.8.C. § 523(a)(4).

COUNT XIV(H)- NONDISCHARGEABILiTY OF DEBT (SECTION 523(a)(4))

545. Plaintiff incorpbrates by reference all of the allegations contained in the preceding

paragraphs as more :ﬁllly set forth herein.

546. For the purchase of the Aspen Property, the Defendant engaged in his then common

practice of obtaining two hard rrioney loans for first position deeds of trust on the same property.

547. The Defendant sent DenSco an email mdlcatmg that he purchased the Aspen Property

'and needed a loan of$210 000.00.

548. Meanwhile the Defendant obtained a loan from Active to purchase the same property,

and ultimately Aspen recorded its’ deed of trust.

549. Defendant’s representations to DenSco that it was in first position on the subject

property was false, given that Defendant knew that Active was already set to claim its” first position

sécurity interest against the subject property. o

550. Defendant admitted in the Forbearance Agreement that he knew that certain
properties, including the Aspen Property, were used as security for one or more loans from one or
more lenders and that DenSco was not in first position for his loan.

551. The status of a first position lien holder v. a second position lien holder is significant, |
and material, especially given the value of the Aspen Property.

552, The Defendant knew that Active was in first position on the property and that DenSco

believed it was in first position on the Aspen Property.

553. Defendant intended for DenSco to rely on the information that it was in first position
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| on the Aspen Property _sincé Defendant obtained funds from DenSco for that purpose.

| the Defendant’s ﬁeﬁrésentatidn that DenSco was in first position on the Aspen Prbpel“cy.

i DenSco lent the Defendant.$210,000.00 for the specific purpose of being the first position lender on

Tase 2:17-ap-00116-PS Doc 1l Filed 01/31/17 Entered 01/31/17 14.04:06 Desc

554. DenSco provided funds, and received a promissory note and deed of trust based on

555, DenSco relied on the Défendant’s_statements, docuI_rlents and further actions.
. 556.  Defendant failed to tell DenSco 'é;bouf: Active’s first positi_on.status.

557. DenSco had a right to rely on Defendant’s statements and documents, given that

the Aspen Propeﬁy.
558. DenSco suffered damages of at least $157,900.00 for fraud committed upon him by |
the Defendant fof the Aspen Property.
_ 559. The Defendants’ actions require that the Defendants’ debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(3)(4). |
COUNTXV - No’Nj)iSCHAR(;EABILtTY OF DEBT (SECTION 523(a)(4))

560. -flaintiff incotporates by reference all of the allegations contained in the preceding
paragraphs as ﬁlqre ﬁ_ﬂly set forth hereii;.

561, Durin‘g'the Second Fraud, the Defendant once again lied to DenSce and obtained
millions of dollar.s through his fraudulent- actions.

562. The Defendant issued cashier’s checks that were never used for the intended purchase
of real pfoperty, and prévided'a picture of said cashier’s check to DenSco indicating that it was in
fact used to purchase propefty.

563 Thé Defendanf provided receipts to DenSco indicating the Defendant’s payment of
funds for the subject property, however the receipts were Fake Receipts.

564. The De.fendant_ executed a series of documen‘_ts, including mortgages, deeds of trust,
and promissory notes (“Documents™) pulporting to give DenSco a first position lien against the
property that Defendént had falsely represented to DenSco was purchased by the Defendant.

565. The Defendant upped his game and implemented this sophisticated Second Fraud
ragainst DenSco, given that DenSco had put in security measures to protect DenSco’.é funds and |
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| 'Documents were false and that he was conveymg a false representat1on

| 'mterest aﬁer the Flrst Fraud

- 566. The cashxer s checks, Fake Receipts and Documents prov1ded to. DenSco” was’ |

; representatlons

567, The cashler S checks Fake Receipts and Documents prov1ded to DenSco durlng the

| Second Fraud were false documents

' 568. The purchase of the property through the cashier’s check, the receipt for such

purchase and the accompanymg documents ev1dencmg the purchase and security agreement are all '

: -matenal facts mvolved in real estatc transacnons

569. As Defendant knew, he did not actually purchase any speeific propeﬂy with the

! cashler s check he knew sendmg a picture of the cashier’s check with a property address on it to

DenSco was conveymg a false representation.
570. As Defendaut knew he did not actually purchase any specific property, he must have
known that the Fake Recelpt he provided to DenSco was false and conveying a false representatlon
571, As the knew he d1d not actually purchasc any spe01ﬁc property, he knew that the '

¢

572, The Defendant knew . that DenSco would rely on the casluer 8 check, Fake Receipts

|| and Doc'uments as ev1dence of his purchase of the real property
16 ||

_ 573, The Defendant knew 1hat DenSco would provide add1t1ona1 fundmg for future 1oans
;so long as the Second Fraud was not dlscovered

574; | DenSco believed that DenSco s funds were being used to purchase property,
respecially given the detailed ev1dence prov1ded by Defendant-of such purchases.

575. - DenSco beh'eved that it held security positions on the new pl;operties purchased under
Joans given during the Second Fraud.

576, Given the new security measures that DenSco put it place, he relied on the validity of

the Fake Receipt and Documents, and had a right to rely on such. |

571, Plaintiff discovered that the Second Fraud involved 2,616 loans by DenSco wherein
there was no underlying security interest because Defendant had not purchased any property, and all|
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the cashier’s check, receipts and Documents for those -'2,6-1-6_16311'5 Were fake.
578.  Densco suffered injury in the amount of $30,504,551.33.

579. The Defendants actions require that the Defendants debt to Recewer be found

nondischargeable pursuant to 11 U.8.C. § 523(a)(4).
COUNT XVI - NONDISCHARGEABILITY OF DEBT (SECTION 523(2)(4))

580. Plaintiff incorporates by reference all of the allegations contained in the preceding

|| paragraphs as more fully set forth herein,

581. The Defendant piled on more lies and fraud and insisted that he would repay all the
outstanding sums due from the First Fraud and Second Fraud with funds he hid with Auction.com
{previously and herein after “Third Fraud”).

582. During the conversation between the Defendant and Denny Chittick, 'principal of
‘DenSco, the Defendant reiterated numerous times that there was $31.8 Million Dollars held by
Auction.com that belonged to Defendant and that he would use those funds to repay DenSco for the
amounts due under the First Fraud and Forbearance Agreement, and as a result of ﬂie Second Fraud.

583. Defendant represented that the outéta,nding sum due to DenSco -Wou_ld be paid to

| DenSco after the bankrupicy case was over. See Exhibit G- Excerpt from Scott Menaged’s 2004

Examination, page 202, lines 13-22, page 204, lines 8-21 (Q= Receiver’s counsel, A= Defendant).

584. During his deposition, the Defendant testified that that no money was held at
Auction.com for his use or benefit, or for the béneﬁt of Densco.

585, Obviously the representation that there is $31.8 Million Dollars available to Tepay an
outrageous outstandmg debt is a material fact.

586. The Defendant’s statements caused the Third Fraud against DenSco. '

587. The Defendant testified in his deposition that he lied to Demny Chittick about the
existence of the funds with Auction.com.

588. During the entire recorded conversation between Defendant and Denny Chittick, the
Defendant repeatedly told Denny Chittick that the funds held in Auction.com would pay the
outstanding debt after the bankruptey case, and Denny Chittick pushed for a time when the funds |
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would be available.

589. The Defendant answered Denny Chittick’s questions about the repayment and time
frame with additional lies, including convincing Denny Chittick that Defendant would go to prison if
the Auction.com funds were discovered so Denny Chittick had to keep quiet about Auction.com.

590. In fact, during that conversation, the Defendant said that he would deny the existence
of the Auction.com funds.

591, Denny Chittick believed th;at the Defendant ha_ad millions sitting with Auction.com.

592, .Denny Chittick believed everything that the Defendant told hlm, especially when
Defendant constantly told Denny Chittick that Defendant could go to prison if the Auction.com
funds were discovered.

593. Denny Chittick believed the Defendant would repay DenSco.

594, DenSco had received repayment on the First Fraud and Forbearance Agreement, so
his reliance thﬁt the Defendant had funds held in Auction.com and that Defendant would use those
funds to repay DenSco was reasonable.

595, Defendant’s lies about the Auction.com caused harm to DenSco.

596, Third Fraud caused harm to DenSco.

597. The Defendants’ actions require that the Defendants’ full debt to Receiver be found
nondischargeable pursuant to 11 U.S.C. § 523(a)(4). _

COUNT XVII - NONDISCHARGEABILITY OF DEBT (SECTION 523( a}(6))

598, Plaintiff incorporates by reference all of the allegationé contained in the preceding
paragraphs as more fully set forth herein.

599. A debt is nondischargeable _uhder Section 523(a)(6) of the Bankruptcy Code, for
willful and malicious injury by the debtor to another entity or to the property of another.

600. The Defendant’s conduct with respect to DenSco, as set forth herein, was willfol and
malicious.

601. The Defendant’s willful and malicious conduct caused DenSco to suffer substantial
damage.
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" 8415 B. High Strest, Suite 200
(480 304-8300

10

11 |

2 _
: 13- il ?eonsoienofe should be paid and teturned to DenSco.

14 |

16 ||

1i5-

17

19 |

20"

21 |

22

23

24 |

s 602 DenSco is: entltled to compensatory and pumtlve damages in an amount of at least |

-$47 156 641 92 plus mterest to the fullest extent permltted by law, and reasonable attorneys fees :

- '_and eosts

603.. DenSoo 1s entltled to damages for JnJurles that the Defendant caused through his

: .wﬂlful and mahcmus eonduct

604 Pursuant to 11 U.s.C. § 523 (a)(6), the Defendants are not entifled fo a discharge as to-
debts and liabilities owed to DenSco

COUN T XVIII CONVERSION

| 605. Plaintiff ineorporates by reference all of the allegations contained in the preceding
patagraphs as more fully set forth herein. |

606. The Defendant intenﬁonally embezzled, took, seized, and converted DenSco’s funds
for his own personal benefit. |

- 607, The funds that the Defenda_nt took belonged to DenSco, and in equity and good

608, The_"fun_ds can be _speoi__“__ﬁcally “identified and traced through DenSco and the

jﬁefendant’s _bank records and other doeuments.

609. _The Dilefendanf :intentionally and wrongfully exercised dominion and control over
I.)en'Soo’.s funds in deﬁanoe of DenSco’s wishes 'and rights therein

610. The' Defendant had no valid claim or mght to the funds that he embezzled, d1verted

18 | and took from DenSco

611. The Defendant refused fo return or repay the money that he embezzled, diverted, and |

{ took desplte DenSco’s demands and Denny Chittick’s pleas

612. The Defendant s conversion of funds it received from DenSco actually and

|1 proximately caused DenSco to suffer substantial monetary harm in an amount to be proven at trial.

613. The Defendant’s conduct and conversion was intentional, willful, wanton, and
malicious, and done with an evil mind and conscious disregard of the substantial risk of harm to
DenSco,
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10

1 |

12 unrelated to the business operations of DenSco.

15

16

17

19

20

21 4] -

22

23

24

13
| own personal uses.

18 -

oy

. DenSco

614. DenSco is entltled to compensatory and pumtwe damages in an amount to be provenﬁ o

at t11al plus interest to the fullest extent pernntted by law and reasonable attorneys fees and costs. -

615 The Defendants are not entltled to a dlscharge as to full debts and hab111t1es owed to

' COUNT XIX- BREACH OF FIDUCIARY DUTIES

616. Plaintiff '.inco'rpo'ra_tes .by feference all -of the allegatlo.ns' eontained in the preceding |

_paragraphs as more ﬁﬂly set forth herem

617. - Tn his busmess deahngs and relat10nsh1p with Denny Chlttlck Defendant owed

|| special, ﬁduciary duties, including but not limited to a duty to deal honestly and in the utmost good

falth a duty of loyalty, a duty to act Wlth scrupulous care and d111gence and a duty to fully disclose

| all material facts w1th1n his knowledge relating to DenSco.

618. Upon rmformatlon and belief, Defendant used DenSco’s money to pay for obligations
619 Upon mformatlon and belief, Defendant dlverted money belonglng to DenSco for his
620. Defendant | embezzled DenSco’s  money; misappropriated DenSco’s  assets;

mistepresented the security iiterests and financial status; intentionally concealed and made {-

nnsrepresentations regarding the foregoing; and otherwise failed to fulfill the ﬁdueiary duties that

‘he owed.

621. Defendant fa:lled to act with eare, honesty, and diligence as a fiduciary by, among .
othef things, mis-appropriating and divelting DenSco’s money.

622. Defendant __breached his fiduciary duties to DenSco, which directly and proximately
caused substantial monetary harm. |
623. Defendant’s conduct and breaches of fiduciary duties were intentional, willful,
wanton, oppressive, fraudulent, and malicious, and done with an evil mind and conscious disregard
of the substantial risk of harm to DenSco. |

624. - DenSco is entitled to co1npensatory and punitive damages in an amount fo be proven
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10 -

il

5

18

19

20 ||

21

22

23

24|

12: '

14 || -
o -substantlal monetary harm in an amount of at least $734 484 440 67

15 |
el

17 Zf' -':;:7 : 634 DenSco is. ent1tled to’ compensatory damages n1 an amount to be proven at trlal plus_j f'_ ) o

trlal"

v 625 The Defendants are not entltled to a d1scharg_‘ 5

COUNT xx_ UNJUST ENRICHMENT - -

626 Plamtlff mcorporates by reference a]l'ofthe allegatlons -oontamed in the precedmg _ o

g 'paragraphs as more fully set forth Rerein,

' 627 ' Defendant by and through hJS conduct as set forth hereln, nnproperly, wrongfully, | '

-and unJustly ernbezzled and/or recelved property and money belongmg 0 DenSoo

_ 628 Defendant paid- no eompensatron and- prov1ded no conmderatron for the money,

:‘ property, and beneﬁts that he obtalned at DenSeo s expense _

629 Defendant cannot in good cons01enoe and eqmty retam the property, money, and |-

benefits w1th0ut compensatmg DenSeo, wlnch would be an un]ust result

: 630.. Defendant has been unJustly enrlehed at DenSco 5 expense
' 631 - DenSoo 11as been 11npoverlshed by Defendant 8 unjust enr1chment

' 632 Defendant s unjust enrrchment actually and prommately caused DenSeo to sufferr

633, There is no legal _1ust1ﬁcat1on for Defendant § unjust enr1chment and DenSco may |

have no plaln, speedy, or adequate way to remedy the embezz]ement of 1ts rnoney

- rmterest to the ﬁJllest extent pennltted by law and reasonable attorneys fees and oosts

635. The Defendants are not entrtIed to a dlseharge as to ﬁ.lll debts and 11ab111t1es owed to

-,DenSoo

WHEREFORE Plalntrff prays that the Court enter Judgment in its favor ‘and agalnst
Defendant as fo llows '
A, For a —determination that the amount of at least $47,156,641.92 constitutes
nondischargeable obligations under at least 11 USC § 523(a), including but
| nof fimited to Sllbse?fiéﬁé (2), (4), and/or (6), in this Banld‘uptcy, Cose and
- 64
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Phoeats, AZ 85054
(480 304-8300

Guttilia Murphy Anderson, P.C.
5415 I. High Sweeet, Suite 200

10

1

_-12'

13
14
15

16

17')

13 |

19

20 |

21 |

22

23

24

—

F.

any subsequent bankruptcy case,

FOI‘ a detern'unatlon that the full outstandmg debt of $47 156, 641 92 I

consututes nOndlschargeable obhgauons
For an award of aetual consequent1al pumttve and all other avaﬂable |
dalnages in an amount to be proven at tr1a1 |

Fer pre— and post-_]udgment interest to the fullest extent and at the hlghest rate |

' pernntted by law;

For an award of attorneys fees, taxable costs, and all other costs under all
applicable law, plus interest as provided by law, including A.R.S. § 12-
341.01; and

For such other and further relief as the Court deems just and proper.

DATED this 31st day of January, 2017.

GUTTILLA MURPHY ANDERSON, P.C.

/s/ Ryan W. Anderson
Ryan W. Anderson.
Attorneys for Receiver
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r.
1 ' ‘ VERIFICATION
g | J : Peter 8. Davis, beiug first duly sworn, does depose and say:
3 F 1. 1 am the court~appomted Receiver of DenSco Investment Corporation. 1 make this|
s J Verificetion based upon behalf of the Recelvership of DenSeo Investment Corporation. _
[ "2, 1 have read the Complaint and to the best of my knowledge, and based upon the
3 records and mfonnahon gathered by the Recelvership, believe the allegations contained to be true
6 1| and correct, N
7 ( FURTI-IER AFFIANT SAITHNOT
3
SARA BERETTA L
9 2 Notr?ry Pugﬂc -Arizona . :
: & 'én:pl?:: 08rs/ze Recgjvef of DenSco Investment Corporation
10
11 |[STATE OF ARIZONA )
- : 58,
12 || County of Maricopa ;
13 |

' SUBSCRIBED AND SWORN to before me this 2¢¥Pday of ' 2017
14 ||y Peter S. Davis.

16 Notary Public
17 i My commission expires on:

18 2 S, 2018

C;Lse 2: 17 -ap-00116-PS Docl Filed 01/31/17 Entered 01/31/17 14:04:06 Desc
Main Document Page 66 of 66




EXHIBIT A

Case 2:17-ap-00116-PS Doc 1-1 Filed 01/31/17 Entered 01/31/17 14:04:06 Desc
L Exhibit A Page 1of9



1
T Lo

gaﬁﬁﬁﬁ-gﬁ%gqg_m‘huweo

S
' _Telep_,, ] -’(602) 542-0633
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STATE OF ARIZONA

MARICOPA COUNTY SUPERIOR COURT-

AR.IZONA CORPORATION comssxcm ) No. €V 201, - OHH [}

)
Plaintiff % ORDER AFFPOINTING RECEIVER
v- ;
DENSCO INVESTMENT CORPORA’I‘ION an)'
Anzona corporation

Defendant.

N N S vt s N

Plaintiff the Arizona Corpbrafion Commissioh (“*ACC*) having ﬁied a -Veriﬁcd Complaiht

j and an Apphcahon for Appomtmeni of a Recelver for the Defendant. hereto (collecnvely
! “Recewersmp Defendant”), the: Court ﬁnds, based upon the papers ﬁled by the ACC that this
. ;0rder Appom’ung Recelver is both necessary a.nd appropnate m order to prevent waste and

q d:ssxpatlon of the assets of the Recewershp Defendant to the deb:unent of mvestors

IT IS THEREFORE ORDERED:

1. This Court hereby takes exclusive jurisdiction and possession of the assets, monies,

securities, choses in acuon, and properues, real anid personal tang1ble and mtangible, of whatever

kmd and description, wherever mtuatzd, of the Receivership Defendant, (herema,ﬁer “Rf.cclvershlp
Assets"),
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_ :necessary to exerc1smg the authonty and dtschara ' -g the o5
| _Order, prowdmg any password requued to access any computer,

_cf tl'us Court, the Recewer shall bave complete and exeluswe eontrol possessmn, s.nd custody of |

__ Recewershxp Assets The Recewer shall be the agent of the court and shall be aoeountable '

: 'dxreetly to this Court

3. All persons, mcludmg, 'but not lumted to, Defendant and their oﬁieers, agents,

' servants, employees, attorneys and all persons n aetwe concert or parttctpatlon with them who
, 'reeelve actual nottce of this Order by personal semee or otherwise, and speclﬁcally mcludmg any
| 'bank or other f' nauclal or deposxtory msntutton holdmg eceounts for or on behelf of the _
_- '_Reeewershtp Defenda.nt, shall promptly dehver to the Recewer all Recewershp Assets m the

4, The Defendant shall fully cooperate w1th and assmt the Recexver, wlueh shall

| meIude but not be lumted to, prowdmg mformahon to the Recewer that the Reeewer deems ;

'ons1b1httes of the Reoewer under th.lS .

tleetromc ﬁle, or telephomo data :

: in any medmm, advismg alI persons ‘who owe money to the Reeewershm Defendant that all debts | _
should be paid d1rectly to the Reeewer, and provide to the Recewer all keys and oodes necessary to

;galn or to secure access 0 any Reeewersh.tp Assets or Reeetverslup Reeords

5. All persons, meludmg, but not hm.lted to, I}efendant and its officers, agents '

|| servants, employees, attomeys, and all persons in active eoncert or partlelpaﬁon with it, who

receive actual notice of this Order by personal service or otherwise, are enjoined from in any way

2
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m;erfenn'__ ""“h the °P°"a“°n °f‘h° Recel‘femhlp of in dy y dlsturb ;”‘.g the Recewersh:p Msets 1

3 x:_'_,d from ﬂlmg or prosec ttng:any acuons or proceedings whmh involve the Recetver or whmh '

| aﬁ'ect the Reoewerstup Assets spec:ﬁcally mcludmg any prooeedmg mmated pursuant to the.' '

| Umted States Bankruptcy Code except w1th the pﬁor penmsston of thls Cou.tt A.ny actions 50 |
rauthonzed to determme dtsputes relatmg to Reoe1versh1p Assets shall be ﬁled :n thts Court |
L 6.' Defendant and 1ts ofﬁcers, agents, servants employees, attomeys, and all ] persons in |

aettve conceﬂ or parttctpanon with 1t, is hereby restramed and en;omed from dlrectly or mdtreetly

| destroymg, secretmg, defacmg, transfernng or othenmse a]tenng or dlsposmg of any documents of |

the Defcndant mcludmg, but not hmxtod to books, reoords aocounts wntmgs, drawmgs, graphs '
charts photographs 'audzo and-vxdeo recordmgs,' .oomputer records and other data comptlattons,
eleotromcally stored reoords or any other papers of’; any kind oz nature. Defendant isalso restrained |
Vand €1 joined from excustng debts owed to the Defendant or transfemng, receiving, aItenng selling,
'-'enoumbermg, pledgmg, asszgmng. thmdatmg, or otherwxse dtsposmg of any assets owned _
controlled, or in the possessxon or custody of, or m wh:ch an interest is held or clauned by,. the |
Recewershxp Defendant or the Reoetver

' -7; All banks, btoker-dealers, savmgs and loans, esorow agents title oompames,

commochty tradmg compames, or other ﬁnanctal mstttunons shall cooperate vnth all reasonable -

' requests oi‘ the Reeewer relating to 1mplementatxon of ﬂus Order, mcludmg transfemng funds at
1 -h1s duectt on and producmg records reIated to the assets of the Recetvershtp Defenda.nt.

8 The Receiver is hereby authorized to make appropnate nottﬁcatton to the United |

' States Postal Service to forWa:d dehvery of any mail addressed to the Reeewershlp Defendant, any

oompany or entity under the dlrectton or control of any of the Reoetvershxp Defendant, to any Post
:Ofﬁce box or other mml deposttory, to hunself Further, the Receiver 1 is hereby authorized to open |

|| and inspect all such mai, to determine the location or identity of assets or the existence and amount

of claims.
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9. The Recewer is hereby authorized to open one or more bank accounts with ﬁnanclal

: msntutmns insured by an agency of the Umted States The Recewer shall depos1t all Recewershlp :
| Assets in such des1gnated accounts and shall make all payments and disbursements from the
| Recelvershlp Assets from such accounts The Receiver shall be respons:ble, to the best of his

ability, to,colloc_:t and allocate the loan proceeds, both principal and interest, and to make land
payments to the lenders. |

10. The Receiver is hereby authorized to make such ordinary and necessery payments,

’di.s't:ibhti'ons,' and disbirsements as he deems advisable or proper for the marshaling, maintenance |

|or preservation of the Receivership Assets, The Receiver shall have the-authority to contact and

negotiate with any creditors of the Recejvership Defendant, fog the purpose of compromisihg or
settling any claim, To this purpose, in those instances in which Receivership Assets serve as

collateral to secured creditors, the Receiver may surrender such assets to secured creditors, and

|[ shall have the authority to make such surrender conditional upon the waiver of any deficlency of
'oollater'al. Furﬂ-xénno're, the Re'cei_vef is authorized to renew, caricel, terminate, or otherwise adjust

“ || any pending ioasc agreements to which the Receivorship Defendant are a party.

11, ’I‘I_io Receiver is hereby directed to prevent the inequitable distribution of assets and
determine, adjuot,. and protect the interests of persons with an interest in or claim against the
Recewershlp Assets, '
12, The Receiver is hereby directed to file with this Court end serve upon the parties,
wnhin 30 days after entry of this Order, a preliminary report settmg out the 1dcnt1ty, location and
value of the Recewershxp Assets, and any 11ab111ues pertaining thereto, Further, at the time the |

| Receiver makes such report, he shall recommend to the Court whether, in his opinjon, based on his

initial investigation, claims against Defendant, should be adjudged in the Bankruptcy Court. After
'providing the parties an opportunity to be heard, this Court will determine whether to accept the

Receiver’s recommendation and, if appropriate, issue an order authorizing the Receiver to

commence a bankruptcy proceeding,

:
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12
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15

17

'20'
21|
22 |

24
25
26
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18 |
19 |

13 Except by leave of tins Couzt dumng pen

the Defendant and all other persons and enUtIes.be : d here_ .y are stayed from taktng any actton to '

e 'esta.bhsh cr enforce any clalm, nght, or mterest for, aga.mst, on behalf of m, or in the name of any |

-of the Recexvershlp Defendant, any ef t.he:r subs1dtanes .a.fﬁhates, parutersh:ps, assets documents
||or r the Recewer or. the Reeexver 8 duly authonzed agents actmg m thetr capacmes as- such

1 Imcludmg, but not lim.lted to, the followmg achons

a. Commencmg, prosecutmg, conhnumg, entermg, or enforcing any sult or
proceedtng, except that such acuons may be ﬁled tc toll any apphcable statute of ': .-
hmttatlons

b. Accelerating the due date of any ' obligaﬁon or claimed obligation; filing or
enforcing any lien; takmg or attemptmg to take possessmn, custody, or ecntrol of
any asset, attemptmg to foreclose, forfeit, alter. or tenmnate any interest in any |
asset, whether such acts are part of a judicial proceeding, are acts of self-help, or
oherwiss, o R -

c. Execunng, 1ssumg, servmg, or causmg the. exeeutton, 1ssuance or service of, any
legal process, mcludmg, but not hmlted to attachments, gammhments subpoenas, |
writs of replevm, wnts of executlon, or any other form of prooess whether spectﬁed
in this Order or not; or _

d. Doing any act or thxng whatsoever to- mterfere thh the Recewer takmg custody,
control, possessmn, or. management of the asséts or dccuments ‘subject. to. tIus.'l '- | |
-reecwershtp_, orto _haras's or mterfere Wlth the Receiver in any way, ot t0 interfere in
any manner with the exclusive jurisdiction of. this Court over the assets or
documents of the Receivership Defendant.

14,  Except as otherwxse provided in this ‘Order, all persons and entities in need of |

dccuntentation from the Receiver shall in all instances first attempt to secure such mformatton by

submitting a formal written request to the Receiver, and, if such request has not heen responded to

5
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| _mthm ﬁfteen (15) days of recelpt by the Recetver, any such person or entrty may thereaﬂer seek an
; Order of this Court wrth regard to the rehef requested '

o ISJL* The Recewershrp Defendant wrll have access to the business records, meludmg .

_ copres of computer reeords of the Reeelvershrp Defendant upen twenty-four (24) hour nouee to
- the Reeerver end under the recervers supemsron The Reeewershlp Defendant will not remove: the

:busmess records from the Recetver

-'16. ‘The Recerver is hereby authonzed to employ such employees, accountants, and

atbemeys as are: necessary ‘and proper for the colleetxon, preservatton and maintenance of the |

Reeervershxp Assets

.17. The Recerver is hereby authonzed and dtrected to receive and eollect any and all

_ -sums of money due or owmg to the Recervershrp Defendant, whether the same Bre nOW due or shall

hereaﬁer become due and payable, a.nd is authonzed to mcur such reesoneble expenses and ma.ke !

. :such drsbursements as are necessary and proper for the colleetton, preser\ranon, mamtenance and

operatron of the Recervershrp Assets The Recewer shall be authonzed to compronuse or adjust_i

'obhgatrons whreh may be owed to the Reeetvershsp Estete 'I'he Reeetver shall seek and obtam the

' 'approval of the Court for any proposed comprormse or settlement. Court approval may be sought
on an expedrted basrs

' -1:8. ’I‘he Receiver i is authonzed te hqutda.te Recetvershrp Assets, as may in lns dtserettcn |

! _be adwseble The Recerver shell ﬁrst seek end cbtarn the approva.[ of thts Court for the proposed |
1| sale. Court approval may be sought onan expedtted basrs.

19, ‘The Recewer is hereby authonzed to mstttute, defend compromrse or adjust such |

||actions or pro_eeedmgs in state or federal courts now_pendr_ngi and hereafter 1nst1tuted, as mey in his
{]discretion be advisable or proper for the protection of the Receivership Assets or proceeds

] thereﬁ-om, and to institute, prosecute, compromise'er a‘d}ust such actions or proeee_dings in state or

federal cowt as may in his judgment be necessary or proper for the collection, preservation and
maintenance of the Receivership Assets,
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L 2 The Reeewer 1s he : y’ authonzed to ‘nstrtute suoh aetlons or prooeedmgs 1o :mpose -

a oonstmcuve trust. obtmn possessron and!or recover Judgment vnth resmct to persons or entmes '

_who reoetved assets or funds traeeable to mvestor momes All suoh aottons shall be ﬁled in tlus
| _-C‘ot_:r't'. o | |

2. 'I'he Reoewer shall be authonzed aﬁer notloe and heanng, to, seek Court approval _

! for the amendment of the Recewershlp Order to molude addmonai parttes 1o the pendmg htigatmn. 1

22 Upon the request of the Reeetver, any peaoo ofﬁoer of tlus State is authonzed and'

'dtrected to asstst the Reoewer 1n oarrymg out }ns dutnes to take possessron, custody or control of, or
tdenttfy the locatton of; any Reoe1versh1p Assets The Recelver is authonzed io remove any personr !
] from any prermses or real estate coostlt'utmg a Recelvershrp Asset that attempts to interfere with
: "the Reoewer, his attomeys or agents in the perfonnrmoe of thetr duties, The Receiver is further
authonzed to change any locks ot other seourity mechamsms with respeot to any premtses or othet |

y | 'assets that consotute Recetvershrp Assets

.23; ' The Reeerver sha.ll keep the ACC and the Reoewers}up Defendant apprtsed at |

: ’_reasonable mtervals of deve]opments oonoemmg the operatlon of the reoetverslup, and shall |

g prowde to the ACC upon request any documents under the eontrol of the Recewer

24'. The Recetver shall seek and obtam the approval of thrs Court prior to dtsbursement |

: of professxonal fees and expenses to hlmself or eounse! by presentatton of a wntten appllcatron :
al therefor and after oonsultatlon wrth the ACC or m eooordanoe w1th further order of the Court. All
) "costs meun'ed by the Reoetver shall be pa1d from the Reoeivershlp Assets '

- IT [S FURTHER ORDERED that this Court shall retam junsdtctton of this action for all
purposes The Reeewer is hereby authorlzed empowered and du'ected to apply to thxs Court, with

notrce to the ACC and Defendant, for 1ssuanoe of such other orders es may be neoessary and

appropnate in order to carry out the mandate of this Court
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L Saturday, August 18, 2012 352 AM

To, Stott Menaged
Subject: _ _ CRer. o '
' A‘_tta_chment-r o ' DOT Easy lnvestments doc, Note Easy Investment doc RM Easy Investments doc |

Attached are your docs, 1’11 wire you 'F'x rst thing monday am.
thx . o

de

DenSco Investment Corp
AW denscmnvestment com/

- 602-469-3001
602 532 7737 ‘F

From Scott Menaged <smenaf8754@aol.com>
-To: Denny Chittick <dcmoney@yahoo.com>

Sent: Saturday, August 18, 2012 8:20 AM
-Subject Re:

1 076

Sent from my iPhone

'- On Aug 18 2012 at 7:38 AM, Denny Chittick <¢ cmoney@yahoo com> wrote:

(11 need a un'lt number.
dc.

DenSco Investment corp .
“www . denscoi nvestment com
.602-469-3001

:-602 532 7737 f

}Scott Menaged < men398754§5)ad| com>

i1 >
] Sent Fnday, August 17, 2012 10 37 AM
| Subject:

I bought 20802 N Grayhawk for 274.1
Do you have 250,000?

| Sent from my iPhone
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Attachments e DOT Easy'Investments doc; Note Easy Investment.doc, RM Easy Investments doc

_Attached are the docs, 1ns hes been requested.
thx" ' S IR
dc.

DenSco Investment Corp _
www.denscoinvestment: com/
602 469 3001

_602 532 7737 £

) From:_ Spott Menaged <smena98754@ao[ com>
To: Denny. Chittick <demoney@yahoo.com>-
Sent: Thursday, December 27, 2012 11:59 AM
'Sub]ect:_ Bought 2 todayl

ff 1892 Elhs dr

I Purchased 164 000

::Loan 140, 000

;-3740 € sexton st
: Gllbert

;Purchased 186,000

'—'Loan 150 000

Sent from my iPhone

1
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Sira Beretta

w

From: ' Denny Chittick <dcmoney@yahoo.com>

Sent: Wednesday, February 13, 2013 11:23 AM

To:. ' Scott Menaged - -

Subject: - Re:2 morel!

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

docs for Hadley st
thx
dc

DenSco Investment Corp
www.denscoinvestment.com/
602-469-3001

602-532-7737 £

From: Scott Menaged <smena®8754@aol.com>
To: Denny Chittick <dcmoney@yahoo.com>
Sent: Wednesday, February 13, 2013 11:08 AM
Subject: 2 morel!

1 1.571 w Hopi st
_Avondale

Paid - 125,000
Loan - 100,000

23949 w Hadley st
‘Buckets

Paid - 116,500.00
Loan- 90,000.00

Sent from my iPhone

1
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;Attached are docs, w1re has been sent, J.ns requested

'thx
dc -

'DenSco Investment Corp
WWiW . densco:.nvestment com/
602-469-3001

602 532 7'73'? £

-' Attachments S o DOT Easy Ihvestments doc. Note Easy Investment.doc. RM Easy Investments doc _

From: Scott Menaged <smena98754@aol com>
“To: Denny Chittick <dcmoney@yahoo.com>

' Sent: Monday, May 20, 2013 10 52 AM
Subject: 2681 s paIm '

[ paig377.000
Lo 300000
Retail 450,000

Sent from my iPhorie
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Vsh_i;ta Bé?,ett,a_._- ,:. e et E—
- From _ - D g . ya 0
Sent:: B - Wednesday, Juhe 26,2013 11; 16 AM

To: o Scott Ménaged

Subject ' © Re Fw_q 2968 e lynx

i'm send::.ng you. funds and docs on the other three, this one. w:.ll
have to wait unltl frlday.. -
dc o . i

DenSco Investment Corp _
WY . densc:01nvestment com/
-602 469 3001
602-532-7737 £

Fromi: Scott Mehagéd <smenad8754@aol.com>
To: Denny Chittick <dcmoney@yahoo.com>
Sent: Wednesday, June 26, 2013 10: 56 AM
Subject Fwd: 2968 elynx

Paid 294,000

Laag'24o;qo'0 |

Retil 359900

Sent from m& iPhione
Beé’iii forwarded message‘ :

From 'I‘odd anﬁn < fﬁn toddl{} yahoo.com™>
Date' June 26 2013, 9 31 18 AMMST

To: Scott Menaged <smena198754@aol oom> Veromca Gutlerrez <y eromca t:errez hve conm>
Subject 2968 e lynx - _

Occup1ed
Sent from Yzhoo! Mail on Android

1
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' ,SMena987_54@aol com. .
Re: J.O : O,ZW Hammond !ane

ir1l need a few days on all three of these, not before tuesday
as: it looks rlght now : x : .

_DenSco Investment Corp
WWW ; den5001nvestment com/
602~ 469 3001 '
602-532-7737 £

From: “SMena98754@ao| .com” <SMena98754@aol com> .
To: dcmoney@yahoo com. .
Sent: Thursday, July 25, 2013 12:33 PM

Subject 10440 W Hammond lane

Pa|d 139 500 00 _
Loan 110 000 DO

1
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' Sara Berettaiﬁ: _'"".' ST e

_' From o ' 'Denny Chittlck <dcmoney@yahoo com>

'Sent _ _ .~ Tuesday, September 24,2013 432 PM

To:. o Scott Menaged Veromca Gutlerrez

.Subject: _ Re: Fwd 707 ¢ potter :

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

Attached are the docs, i'1l wire in the am.
thx '

DensSco Investment Corp
www .denscoinvestment.com/
602-469-3001-
602-532-7737 £

From:.Scott Menaged <smena98754@aol.com>
Tos Denny Chittick <dcmoriey@yahoo.com>
Sent: Tuesday, September 24,2013 12 26 PM
Subject Fwd 707 e potter R

Peid 224,000
Loan 170,000
Sent from my iPhone

Begm forwarded message

From Todd anﬁn <tdo 39 t a11 COm>

To: Scott Menagcd <smen39875 @ aol com®>, Veronica Gutierrez <veronicagutierrez@live.com>
Subject 707 e potter

Occupied sides 7th st next door to 711 e potter we own

1
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m‘w

Fron: Denny Chittick <dcmoney@yahoo.com>

Sent; Thursday, October 03, 2013 10:45 AM

To: Scott Menaged; Veronica Gutierrez

Subject: Re: Fwd: 15143 e aspen

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

Attached are the docs, i'll wire tomorrow.
thx
dc

DenSco Investment Corp
www.denscoinvestment.comn/
602-469-3001

602-532-7737 £

From: Scott Menaged <smena98754@aol.com>
To: Denny Chittick <decmonsy@yahoo.coms>
Sent: Thursday, October 3, 2013 10:33 AM
Subject: Fwd: 15143 e aspen

paid 261,100

Loan 210,000

Sent from my iPhone
Begin forwardéd message:

From: Todd Griffin <tdogg39.t ail.com>
Date: October 3, 2013 at 7:41:18 AM MST

To: Scott Menaged <smena98754@aol.com>, Veronica Gutierrez <veronicagutierrez@live.com>
Subject: 15143 e aspen

Occupied

1
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FORBREARANCE AGREEMENT

THIS FORBEARANCE AGREEMENT (“Agrecment™) is exeowed on Apil 16,
2014, by end among Azlzona Homs Foreclomwes, LLC, an Arizons lmited Hability compeny,
whose address |s 7320 W. Bell Road, Glandale, Arizona 85308 (“ARF™), Eagy Investments,
LLC, an Arlzons limited Lability sompany, whoss eddress is 7320 W. Bell Road, Gleudale,
Arizons 85308 (“EI™) (AHF and EI arz collsctively referred to as the “Borrower™), Yomioy
“Seott* Menaged, an individual whose address is 10510 Bast Sunnyside Duive, Scottsdale,
Arizons 85259 (“Guaranior™), Furniture King, LLC, an Avlzona limited Lisbility Compeny,
whose address is 303 N, Central Avénue, Sults 603, Phoenix, AZ 83012 (*New Guarautor™),
and DenSoo Investment Corporation, an Axizons corporation, whose addvess is 6132 W, Victoria
Plape, Chardler, Arizona 85226 (“Lender™) {the Borrower, the Crunrgntor, the New Guacantor,
end Londer are opoh constdersd a “Party” herounder and are collectively reforred to as the
“Partles™. (Amy capitalized term not defined in this Agraement shall have the meaniog set forth
in the Deeds of Trust as later defined),

gc' Is
The fellowing recitels of fact are a material part of this Agmweinent:

A, Bomower is indebted 1o Lender under the terms of certain Losus (the “Loans™),
which ara listed on the attached Exhibit A, which is incorporsied info this Agresmetit by this
1eference, end each are svidenced by a Nofe Secured by Deed of Trust (sach, & “Nete” and
collectively, the “Nates'), all of which were executed by Borrower in favor of Lender (the
“Notes”) and by & Mortgage (or & “Receipt and Mortgage”) (sach, a “Mortgage,” and
collectively, tho “Mortgages™), and eash such Note end Mortgage was executed by Borrower
and deliversd to Lender, as a condition, precedent to and immediately prior to the funding of the
applicable Toan,

B, Gioatantor guaranioed the payment and pecformance of each of the Loany (the
“Guaranty™), executed by Guaranter in favor of Lender. ,

¢, . Dachofthe Loans are frther evidenosd and/or secured by various documents and
insteuments, ineluding but not limited to a certain Deed of Trust and Assigntment of Rente (each
a *Deed of Trust” and collectively, the “Deeds of Trust”), exstuted by Borower gt the fmnding
of the Loan In favor of Lender end recorded in conjunotion with the Trustes's Doed conveying
the real praperty to Bemower, The Deads of Trust constitite g Lien on the respeotive real
-properties described therein (Individuaily a “Property” and collestively, the “Proporfies™) and
refarenced in Hxhibit A, The Notes, the Mortgeges, the Doeds of Trust, the Guararsy, the other
document(s) described above and all other doctrments and instruments evidencing and/or
seeuting the Loans, a8 orighnally weitten or previousiy modifiad, and al} amendments and
remewald thersof and replacements therefor, are referred fo collectively herein as the “Loans
Documents™ ‘

D.  Heoh of the Mortgages providas: "Borrower hereby grants to Lender or assignes
s fitst, prior and supesior equitzble lien and maorigage againgt the Real Property to secure
payment of the Loen... , Borrowes has delivered to Lender a promissory note and deed of trust,

\
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. and Bomower agrees that the deed of trust that the deed of frugt shell be recorded against fhe
Real Property as a first, prior and superior len and encwmbrance simultaceously with the
recording of the Tiustes’s Doeed,”

. Eech Deed of Tt provides as follows:

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

ark w

5. Boprowoer shall promptly discharge any len in which has priority over this Deed of
Trust unloss Botrovwer: (1) agees b wrlting to the payment of the obligation secuted by tha lien
in & menner acosptable o Lender; (b) contests in good faith the Hen by, or defends against
onforcemment of fhe Jen in, legal proceedings which in Lender’s opinion opecate to prevent the
enforoement of lien; o (¢) secures from the holder of the lsn au agreement satisfhctory o
Lender subordinating fhe UYen to this Dead of Trost, I Lender determines that any part of the
Property is subject to a lsn which may stiain priority over this Deed of Trust, Leoder may give
Borrower # notlee Identifying the Hen, Bowower shell sailsfy the Hen or teke one or more
actions set forth within 10 days of the beginning of the notice.

F, Fach Note provides as follows;

“A “Default” shall coonr () ... . or (vi) upon the ooeutrence of any default noder any
obligetion of Maker to Holder. Further, at Folder's option afler Defanlt, oll remaining unpaid
prinelpal and aecrved interest shall bocome due and. payable immadiately without notice (ofher ~
than any declsration presoribed in appliceble scctions of the agreements under which such evenis
of defanlt erose), presontent, demand or protest, all of which hereby are walved.” (“Defaule’
ghall have tho meaning set forfh in the Nots),

G. Onorabout November 27, 2013, Guarantor thet with Derny Chittick of Lender 1o
inform Lender that certain, of the Pmpemes had alio been vsed (thongh Cuator acknowledged
no fawlt) as security for ons or tore loans from ons or more other lenders (lndividually, the
“Other Lender™ and collactively, the “Other Londers™) and the Loans from Tender may not b
in the first Hen position on sach respostive Property,

H. At the November 27 meeting, Cuarantor acknowledged to Lender that Botrower
bad an obligation fo discharge the licns of the Ofher Lenders or 4o fale such other actions to
salisfy Section 5 of each Deed of Frost within 10 days, as referenced above, Purther, Borower
and Gmarertor acknowledged that the mesting satisfied Lender's obligation fo provide notice o
Bortower and Guarsutor of an sction leadmg o & Defanlt pursnant to each of the Logn
Doguments,

I 'The Loans are now in Defeult (28 defined in the Note) end Lender has nrovided
Borrower with any and all notioe required under each of the Loans Doctments concerning such
Definlt,

200131428.20 43B20/170082
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T, Borrower has requested that Lender forbear in the puesuit of Lender’s remedies,
end Lender is willing to forbear such pursuit, but only so lang as and on the conditlons that (1)
Borrower, Guaranior and New Guawmtor acknowledge the existing Defaniis imder ths Loans, (2)
all liens, sscurity interests, righte and remedies of Lenter under the Loans Doouments consinue
in full force end effect and (3) Botrowes, Guarantor and New CGuaramntor fulfill all eonditions and
comply with all termse and provisions set forth in this Agreement, and furnich all other doouments
and perform all other acts necessary o give effect to the agreements hereinafier set forth,

NOW THEREFORE, in consideradon of these premises and for other good and
valuable consideretion, the receipt and suffieisncy of which iy hereby acknowledged, the Partiey
hereby apres ag follows:

1, Loaps Balangs. As of the close of business on April 16, 2014, the fotal principal
sum now due and payeble under the Loans, In aggregete, 15 $35,639,880.71, In additlon to the
owstanding principal, Lender has advanced costs and expenses as permitted nnder the Y.oms
Documents and incorred costs end expenses for collection and enforcement of the Losans,
Interest continties to acerus under the Loeng at the rate of 18% per annum as provided in the
Notes {as opposad o the Defanlt Interest rate set forth in the Notes),

2 Acknovwledgment of Default, Borrower, Guarantor and New Guarantor hereby
acknowledge and agres that the Loans are In Defauli, that any necessary or reqwired notloes bave
been provided by Lencer and all applicabls “cure periods” have expired, and that as & result of
suoh Default, Lander now has the right to puzsue foraclosure and any and all other rights and
remedies permitted to Lender under the Loans Doocuments and/or under applicabls law,

3 Continued Effect of Losrs Documents, Borrower, Guemmior eid New
Cruarantor futher acknowledge and confinn that the Loans Documents have boen duly
suthorized, excouted and delivered to Lender end are valid, binding and enforceabls against
Borrower and CGuarsator in scoowdance with their respective texrus, and that to the collective
knowiladge of Borrower, Guarantor and New Guarantoz, all liens and security interests crcated in

- favor of Lender under the Loans Docuthents have been valldly crested and duly perfected ag
encumbrances upon all Propertles and collaieral of Borrower, Guaranior or New Guerantor ag
desuibed In the Loans Documents and as medified by this Agreement, Upon the satisfaction of
ihs lien of the spplicable Other Lender with respect to a Property, the len and seousity imerest
created In favor of Lender under the Loans Doournents will be deemed to be validly croeted and
duly perfecied ns an encumbrance upon the respective Property and collateral of Borrower,.
Guarsnior or New Guerantor es described i the Loans Doonments.  Further, Borrower shall
cause to be provided to Lender a Lender's title insurance polfey lssued by a nationally.
recogiized title epmpany, reasonably acceptable to Lender insuring that Lender's enoumbremes
in such Property, as evidenced by tha respective Deed of Trust, shall constitute a valid aud
enforosabls frst and prior Len to any other encurabranca on the respective Froperty.

4, Forbearance by Lender o Conditions; Effect of Breach. Lender heteby agrees
to forbear pursuit of Its rights and remedies under the Loans Documents and/or wnder applicabls
law, but only so loag as and on the sonditions that Boreower, Guaranior and New Guarantor pay
all sutns, perform all covenanis and agresments and do el acts und things requited of them

200131428,20 42820/170062 » @“
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hersunder, If Borrowsr, Guarantor or New Guareptor fll to pay any sum of to perform any
povemant, agresment or obligation owed to Lender undsr any of the Loans Documents, as
modified by this Apresment, Lender may cease such forbearancs and may immedintly
sommense and pursne any or all rights apd remedies Londer may have mder the Loans
Dovuments and/or tndsr applicable law ag to any or ali of the collateral or security for the Toans,
all in such order and manner as Lender may elact fom tite to time in iy sole diseretion and
without notice ¢f any kind to Berrower, Guarsntor, New Guarantor or suy other person, as if this
Seetion 4 had never beeh ggroed to by Lender. Londers apreement herein to forego immediate
pursudt of its rights and romedies constitutes a postponeraent and forbearance only, and does not
in sy event congtituis a waiver of any such sighis or remedies.

5. No_Effect on Extgiing Default: Extension of Matarity. Nefther the sxecution
and delivery of this Agresment or any ofher document or fnstrument required hereundar tor the
consununation of the trargactions and agreements sef forth in this Agresment shall in any
manner reseind or cure any existing Dafanit under the Loans Documents, reinstate the Loansto a
omtent stafus, or constitute an accord and setisfaction of the Losns Notwithelsnding this
provision, the maturity date of all of the Loans {and the payment of the entite prineipal sum and
all accrued intereat, costs, expenses, dishursements and foes due under the ferma and provisions
of fhis Agreetnent, the Notes and all other sums payable wnder fhe Loans Documents) is hereby
exfended to February 1, 2015, and shall be dus in sy event, without notics or demand; provided,
however, Lender, at ifs sole disoretion, mry further sxtend the maturity date of all of the Loans to
February 1, 2016, so long as Borzower, Guatantor and New Guatantor have oomplied and are In
weterial conmpliance with the terma of this Agreemont.

: 6, Borrower's Actlons, Lender's contiried perfermance of the terms of this
Agresmentia conditionad upon each of the following ocbgations bemng ffilled:

(A)  Borrowsr agtees to use its good faith efforts to: {f) liquidate other assett, which is
axpectedl fo generate spproximately $4 to $5 million US Dollare; (i) apply ol net procesds from
the rental of Bonrower's othet teal ssfato agsets, or fhe nst prosesds fom, the acquisition and
disposition of other real estate or pther assets by Bowower, and (I5) apply all fimds received
from Bearower's continvied good faith efforts # recover any ofher asset that cen b reeoversd
from the missing proceeds from the multipls Losns that were advanced from Lender snd Other
Lenders with respect to certain properties ag referenced shove, Any additional funds obtained
and / or made avallsble to Borrower pursnant 4o this gubgection shall be made aveilable to md
uged by Borrower i1 eonnection with the tesolution of the Hen disputes between Lendor snd
Other Lenders as refarenced nbove (and any balance to be paid to Lender to roduoe the amount
of Lender’s Additional Loan or the Additiona] Fuds Loan to Borrower as provided herein),

(B)  Borrower agrees to provide Lender, and insintain in effect, a Hfe insurance polioy
fram a nationally-recopnized e insrance carter (Lincoln Benefit Tife. Insurance, & subsidiary
of Alistate Instwance Co., chall be dearned acceptable to Lender), in the emount of $10,000,000,
inguring the 1ifs of Gnavantor with Lender named as the sols beneficinry, totil all obligations
pupsuant fo the Agreement have boen filly setipfied,

(€) Rorrower agrees to provids Lender with & separste personal punarenty from
Guarantor, gusrantesing all of Borrower's obligations wndet the Loans Documents, and this

200131428,20 43820/ 70082
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Agreement, and such CGuaranty shall be in commerclally reasonable form for v lender loaning &
similay pppregete amount of monsy o a borrower a¢ Lender iy Ioaning in the aggregate to
Borzower,  Further, Bomower agrees by provide a re-affirnation and consent fram Guaraior fo
restate and re-affirm hig personnl obligations s sef forth in his outetanding personal guarantess
of Lendet’s Loans to Bowrowet, 80 thet the terms and provisions of fhis Agreement will not cause
or create amy waiver of such guarantees, but refher will zatlfy and goarantos oll of the Borrower's
obligations, as such cbligations may be inmeased by the sctions of Lender and Bomower
puranent to the terms and provisions of this Agresment.

(D)  Bowrower agrees fo provide Lender with & Bepesate corporale gusranty fom New
Guarantor, gosvantesiag sll of Bomower's oblgations under fhe Yoans Docurnents, this
Agreement, and the Additions! Toan (defined herein) to e secured by a lien agalnst all of New
Guaranfor’s Inventory, aceounts, and assets.

(E)  Bxcept for Lender, Borrower agrees to conlinne fo pay the interest due' 1o the
Ofher Lenders for loans seeured by sny of the Properties, and sy other sirflatly siinated lender
o a timely bagis and fo keep each of such Toats current and in complisnce with their respective
temms,

(F)  Borrower had armanged for private outside finencing (the “Outside Funds™),
which iz to be provided to Borrower in the approximate amounts axd on the following
prospective schedule: () approximately $1,000,000 on or Dhefore March 20, 2014; (i)
approximately £1,000,000 on or before Mey 26, 2014 (D) approgimately $1,000,000 on or
before Tuly 15, 2014' and (iv) approximately S1, 200 000 on. or before September 15, 2014, Buwh
Outslde Funds shalt be used exclusively for fhe pay~otf of the Other Lendeps mc‘i any other
sirpilely sitasted lender: 40 pay interest paymonts 1o gimilady situated lenders; fo pay repair
and/rehab expenses ageocisted with the collaterl for the Loans, or to mske auny ofher payment
that, in Boyrower’s reasenable judgment, 1s for the mutosl bensfit of Borrower end Lender, Any
balanee remaining shall be pald to Lander to reduss the amonnt of Lender’s Additional Loan to
Borrower, ag provided herelny

() Bomower has sgreed v inform Lender of all of the terms of Bomower's
iransactions to obtain the Outside Fonds snd the seeurity provided for such Qutside Fuods,
Lender agrees to kesp mch informaticon on a confidential basis, provided, however, Lender will
he able to provide such terms and information fo its Tuvesiors, legal connsel, aceountants and
other applicable professionals on 4 aon:ﬁdanual basls,

() During the termn of thin Agreement, Bostower, Gua:rﬂntm and New Guaranfor
agree fo use good faith offorts to stisfy and pay-off emy and all finsnolal oblipstions secuzed By
Hens in favor of the spplicable Other Lender with respect to & Properly. The Borrtwer and
Lendsr shall cooperate to agree upon a sequencing schedule (which will need to be-adfusted on a
retgongle basis) to satisfy and refomse fhe Hems of the Other Lendets on the applicabls
Properties. Borrower agreesio usa lts Good Feith Biforts to cause the lens of the Other Lenders
to be setisfied and released on or befors nine (9) months from the execution of tils Agresment,
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(D Bortower, Cruaranior, New Cuuarantor and, Lender acknowledge and agree that fhis
Agrecment shall not eonstitute nor ereate 4 joint venfure or partnership arvengement botween or
among Lender end sny of the Borrower or Guaranter,

(T} If Borrower, Guarantor ar New Cruarentor fail to pay any s or to perform any
covenant, egreement or obligation owed fo Lender undsy any of the Loans Doouments, ag
modified by this Agreement, Bortower ngrees to provids any additions] collaters] ("Additional
Seenrity™) to Lender, as may be requested by Lender, fo secuwre Bomrower’s existing obligations
to Lender end to secnte the additional abligations that Tender is agresing to provide pursuant to
this Agreament. ‘

(K) Biecution, delivery and filing or recording (with a1l costs (hereof peid by
Borrower) of all docyments and instruments required to creals the requived lens on the

respective Praperties as required by ihe Loans Documents o1 to create a seourity inferest in any
Additional Collateral.

() Asmore fillly set forth in Sestion 12, Borrower agrees {o reimburse all costs and
expenses, including without liraitetion attorneys' fees, inurred by Lende: in conmection with this
Agreement (or the effoct of this Agresment on Lender's bustness wnd with its investozs).

7, Lender’s Actions, Sublevt to the full complisnee of Borrower, Cuarentor, and.
New Guarantor to each of their respective obligations, as detailed fo this Apzresment, the Lender
'wi].l perforin the following ohiigations: )

(A)  Lendox bas increased the Loan amount applonble fo vertain of the Properties
teforenced in Bxhibil A up to 120% of the Joan-do-value (“LXV™) ratio of the valus of the
respoctive Propoties, as determined by Lender. The additional funds advensed to Borzower
have boen, used to pay off the Other Lender end releass its security interest in that Property.

(B} Y commeotion wifly the sale of a Property to an independent third party or new thicd
party finmnaing of my of the Propeitios roforoncsd in Bxhilit 4, Lender egress o work
responably with Bortowsr, Custenior and Now Guamotor o povide additional funds to
Borrower to pay off the respectlve Loans of the Other Lender and Lemder secured by a Lien
agninst the applicablo Propenty so that the respoctive secusity interests in the respective Property
will he relensed at the Closing of the sals or new financing of fae Property. The additional fnds
provided by Lender to Borrawer in comneetion with sueh third party sale or new thivd party
financing of such Propertios shall be evidenced by a new loan to Borrower, Guarantor, end New

- Gugrantar, jolntly and severally, in an amount up 1o $5.0 Million U8 Dollears, whick loan I8 1o
provide for multiple advanses, carn 18% interest, with monthly principal snd interest payments
(calonlated pusuant to a formuls consisting of all outstanding fnterest and 3% of outstanding
principal), and all vopeid interest and outstanding principal shall be all due and payeble on or
before Febwary 1, 2016 (the “Additionsl Funds Loan™, The Additionsl Funds Loan will
include a Defiult Tnterest Rate of 29%. Upon the sele or refinance of the Property sscuring the
Additional Loan, (pursuent to Seotion 7 (), the ovistanding principal balance of the Additional
Fends Loan shall be paid down. so thut the outstanding principal belsmes 18 rednoad o en amount
of $4.0 Million. US Dollars or Jous and the promissory note evidencing the Additional Funde
Loan ghall be modified to reduce the maximmm owtstanding prineipal to $4.0 Milllon U8 Dollars.
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The promissery nots to evidence the Additional Funds Loan shall be in commercially reasonable
form for a Jender loaning a sindlar aggregate amount of money on a partially unsecuted basis to
& borrower as Lender ig Joaning in the ageregute 1o Borrowar, Cuiarantor, and New Guarantor,
Full Pagment of the Additional Ponds Loan shall be gecured by a len 2gatnst the inveniory and
aseets of the New Guaranicr, wileh shall bs evidenced by o security egreemont and finpncing
staternent iu commersially reagonable form fo seeurs g lender losning 3 similer aggregate amomt
of money to a borrower sz Lender 15 losning in the epgrepale to Borrower pursuant to the
Additional Punds Lorn, I Bowower, Garantor ,or New Cuarantor fall to pay any sum or fo
perform any covenant, sgreements or obligation owed to Lender under the Additionsl Puads
Loan, this Agtecment, or any of the Loans Decuments, es modified by this Agreement, Borrower
and Guarantor agree to work with Lender o provide amy additional collsieral available
(“Additional Funds Collateral” to Lendsr, ag mey be requested by Lender, 1o secune the
oblgations pursuant to the Additional Funds Lesn for the benefit of Lender,

(©)  Lender will defer (but not waive) the collaction of intersst from the Borower o,
the Lounw fo the Borrower during the process to fund the amount due to the Other Lenders; and
all deferred interest on the Notes from Borrower shall be paid to Lender on or before the payoff
of the respective Naote, '

() Lender bas provided & new loan io Borrower and Guarentor, jointly and severally,
i, the rmoynt up to $1 Million US Dollars, which Joan is to provide for multiple advances, and
currenly acerues 3% annual interest (which infercst shall ba calenlated Dbassd upon, snd
periodically adjusted as necessary, to equal the interest coste to Denny Chitfick on his line of
credit from Bank of America plus %%4) with monihly principe] snd interest payments (caloulued
puzgnant to o formnla consisting of all outstanding interest mnd 3% of onfstanding principsl
balanee), all vnpaid intersst and ovistanding principal ehall'be afl dus and payeble on o1 before
Pebruary 1, 2016, and snch loan shall be gecured by a first Hen position agaiwt certaln real
property in Scottsdale, AZ (fhe “Addittonal Loan™). The Additional Loan will tncluds a Defanlt
Injerest Rate of 20%, The promissory nefe to evidence the Additional Funds Loan shall be in
commercially reasoneble form for a Jender loaning & similes aggregate amount of money on &
partielly wnsecured begls to & borrower 23 Lender is loaning in the aggrogate to Bonrowet sud
Guaeszior, Upon the sale or refiuancing of such Property, Borower and Guarartor will arrenge
for tho Additional Loan fo be sooured by a lien against certain real property or propetties, with
the properties and the len position to be approved by Lender, in its sple disoretion, and the
obligation is o be personally guarantsed by Now Chsrantor,  Purther, upon the salo or refinance
of guch Property, Borower, Guarentor and Londer shall mnodify the Additlonal Punds Loan to
roduen the maximmm outstandlyg balance to $4.0 Million US Dollars,

(B}  Provided that Borrower, Guarario: and New Guarantor each eomplies with al} of
ity respective obligations under this Agresment, Lender will waive the right fo charge the Default
Tuterest rate which is permitted pursuant to the terms of the Loans Documents. M soy of
Botrower, Guarautor or New CGuarantor fails to coroply with, ifa respective oblgations noder this
Agreement, Borrower shall then be Hable for Defonlt tnterest at the Default Intersat xate set forth
in the Loan Documents on all ontstanding Notes,

() Upon the complete and full ssiisfaction by Borrower, Guarantor snd New
Cuarantor (the “Borrower Eniities™) of each and ewery obligstion, tenm, condition and
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reguivement of the Borower Eniities sl forth In and pursvant o this Agreement, the Loans
Documents and/or any othes document executed in connection with this Agreement and/or the
Loang Documents, Lender, Borrewer, Guaranter and New Goarantor agree to and will execnte a
muitual release and covenant not 1o sue (or prrsue) the Borrower andfor Cuarantor in iy legal
action based upoi the faets set forth in the Recltals fo fhis Apgresment,

8, Grace and Cure Perlods, If Bemower, Guarastor or New Guarantor fail 1o
comply with any non-monetary obligation undertaken vy it through this Agreetoent or eny of the
Loans Documents, or any of the documents executed {n cormection with this Agresment
(collactively, the “Ferbearance Documents'), the Borrower Entities shall be in defankt of this
Agreement if none of the Borrower Eniities fails to gatisfy the non-monetary obfigntion within
fen (10) buslness days of receiving email oy telephonic notics from Lender, No such notice shall
be required If any of the Borrower Entities fall to comply with any monstary abhgatmn in favor
of Lender under the Farbesrance Documents. Hxoept fr the nen-mopetary notice requizad
abowve, all other notios provisions of the Forbearenocs Documents yequiring any ofher notice to
Boreower or Borrowet Entities of atty other person as a condiifon precedent to the existence of
any breach, default or event of default or to any acceleration or other remedial setion by Lender,
permitiing or granting any grace period after the giving or receipt of any notice for the cure of
any breach, defrult or event of default under the Forbearance Documents prior to accelerstion or
other yemedial action by Lender are hereby deleted, and all Forboarance Documents are hereby
modified accordingly,

2, No ¥nowlpdge of Clahng and Defenses agatust Lender, As a material part of
the consideration for Lender's exeoution of this Agreement, Bormrower, Guerantor and New
Gopventor each hereby represent and wartent 1o Lender and Ms officers, directors, shereholdets
angl fts affiliates that nelther the Borrower nor Guarantor are aware of any labilities, obligations,
actions, claftns, censes of action, suits, proceedings, damages, demends, costs and exponses
whatsoever thet wovld pive rise o, or'be the basie for, or fo oreate an obligetion owed by Lender
to Borower oy Charentor (exeept ap sef forth in this Agreament) (collsctively, “Potentlal
Clafms”) or mny action, failure to act, facts or chewmstances fhat conld give rise (o or be the
basts for or to create a Pofential Claim, including but not limited to any of the foregning relating
fo the making, administmbon o enforcement of the Loans, Without Hmiting the foregoing,
Borrower and Guargutor hereby wncondifionally and firevooably weive any and all defenses and
claims existing or arising (or based on faets or clteumutences astually or allegedly existing or
arising) priot to or on the dete of this Agreament which might otherwise Hodt fhefr wooonditions]
Jolnt and severn! Habikity for all sums due under the Loans as set forth, in fhis Agreetnent,

10, Iurther Docoments, Bomower, Guarantor, end New Guaranfor each hereby
agres to execate mny and all fiether doouments and ingtroments reculred by Lendar and to do all
other rets and fhings necessary 10 give effeot to the terms and provisions of this Agrsement
and/or 1o creste and perfeot all lsns and geourity huterests gyanted to Lender under the Losne
Dozuments orreguired vnder this Agreement.

11, Authopization of Asresment. The execation and delivery of this Agreement has
been duly enthorized by all hecessary corporate or perinership action of Borrower, Guetantor (as
applicable) and New Cluamaptor, and the individuals executing this Agreement on behalf of
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Borrower, Guarsnior and/or New Guataitor have been duly anthorized and empowered 10 bind
Boreower, Guarantor and/or New Guarantor by such execution,

12 Costs and Wypenses, Bomrower herely sgroes o pay on, demend any and all foes,
costs and expenses; including but not Fmited fo attoreys’ fees, inowred by Lendet in connsation
with: (A) the negotistion; preparation, fling ad/or recording of s Agrasment aod ali other
documents and instuments required to give effect to this Agreement andfor to create and perfact
the lens, security inlerests, assignments mdfor pledges contemplated. herennder or under the
Loans Doeuments and-such digclosure to Lendar’s invesiors as nesessary to provide an updated
diselosure concerndng Borrower's  Defnlt and the ferms of this Forbearance Amesment;
pravided, however, the legal foes inoured in connection with this subsection A. o Jrepars ¢ and
implement this Agreement nd the necensary initiel upduted dsclosure to Lender's juvestots in
cornootion with Borrower’s Defanlt and the torms of {his Forbearence Agreement shall be
Hmited by & total dnd cumulative cap of $80,000; &) the issuance 1o Lender of eny wmd all title
reports, amendments and tiile inssahoe; (C) any Investigation foes and/or other fooy and costs
incuzred by Lender in connpotion with this Agreement and/or the Loans Documerts (or tho eifct
of this Agreement on Lender’s business and with fts tovestors); (0) the default of Borrowor in
connocton with the Loans Dacuments, or the existing and/or suy future en disputos with any of
the Oher Lenders or any otaer similarly situated Tenders; and/or (B) the collection of the Loans
and/or the onforcemaent of this Apresment and/or the Losns Doouments and/or any ofber
doetument exectiad in, conmeetion wwith this Agresment and/ox the Loans Documents, The Parfies
acknowledge that the cumnlative cap of $80,0600 is only applicable o legal fees, incurred
pracant (o subsection A above, Gugzantor and New CGuarattor shall cach be liable for all of their
respective Torsgolng cosfs and expenses pusuant to thelr xespeclive guacantoes, Lendex shall
heve no Iiabmty WhMBOW@l for any of the foregoing,

13, ﬁmﬂ&_&w. Time 18 of {he essence of all agwcmants and obligattons
contained hersin. '
14, Construetion of If any provision of this Agreement conflicts wifh

any provision of any Lorns Documents, ﬁm s,ppiwable provigion of this Agresment shall coptrol.

As uged herein, words of mazeuline, feminine or neuter gender shall mean and inchide
the ecrrelative words of the pther genders, and words hmporting the singular number shall mean
and include the plural number, and vice Yersa,

The titles arid captions in this Agreement are used for conveniencs of referencs only and
do not dafine, limit or control the scope, it or effsct of any provisions of fhis Agroement.

No mnferencs in favor of, or againal, any Party shall be deawn from the feot that such
Party has drafled &ll or any portion of this Agreement, any other docurnent reguived hersunder or
In conmection with any Loaus Dovtmerts.

Al parties wers advised to and wete given the opporiunity to consult with independent
counsel before executing this Agreement and the Forbearance Documentis,

15, iification and Apresmoents b rpnfor. Guarsnior Tiereby acknowledges
and consenls to the terine of this Apreernent, agrees o be bound by all terms and provisions
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heteof and of any and all documents and ingirmments exeeted by Borrower i cunnactjon with
and/or a oomteroplated n 1his Agresment; acknowledges and ocnfivmg that Guarsntor is and
shell remmain lisble for all indebtedness and obligations now or hereafier owed by Bemower to
Lender in connectlon with the Toans (pursuent to this Agresment and the Loans Documents or
ofherwise); agrzes that Cuerintor’s said Liability shall not be released, reduced or otherwiss
affected by the exsoution of fiis Agreement, by any changes in fhe effect of the Loans
Documents wader the teros of this Agreement, by Lender’s recelpt of any additfonal collaters!
for the Loans, by the consummation of any transactions relating hereto, or by any other existing
fact or ciroumstance; ratifies the Gumaranty as seourity for the Loans, and confirms that the
Guaragty rernains In full force and effct,

16,  Entire Agreement: No Agreements Conecernjue Loang, The Recitals set
forth at the beginning of this Agreement are ncorporated into this Agresment as a tnalerlal part
of this Agrecment. - This Agreernent constifutes the entits agreament of the parties concerning
the mubject mefter hereof, which agréement shall not be vasled by asny alleged or actusl oral
staternetts or paol evidence whetsoever, Lender has not promised or sgroed in any manner 0
exfend the maturity of the Loans, to restructure the Loans or any seourity therefor, to modify any
teums of the Losng Documents or the effect thoreod, to forbesr in the commencomuent, exerolse or
pursuit of any right or temedy Lender hag wnder the Loans Documents of appicsble law, fo
release or adversely affect any lien ot seoutlty inferest previously or conconently granted in
favor of Londer, or fo forego tho benefit of any ferm, pmwmon or condition of the Loans

Documents, except B8 may be otherwise specifically provided in fhis Agreement and subject in
all instances to gizict complirnce by Borcower, Guarantor and New Cruarantor with all terms and
oonditwns of this Agreeraent, Bxoept a8 spectfically provided fn fhis Agresment (and so Jong ss
pach of the Barower Bnttiies are In compliancs with the texms of this Agraemen’c) Lender hag
not agreed of beoomo obligated, whether by hegotsting of sxecuting this Agreement ot
otherwise, to make sy new Loats or lo extend any new credit to Borrower, Guaranior or New
Cuarsnlor wnder any clicimstances.

17. Ratification of Worleut Thoe Parties acknowledge and agree that the terms and
conditions of this Agreement: are pert of but not the entire body of a muinal workout apratgement
botween the parties for o reschition of 4 dsputs regarding the Lomns, Borrower, Gueranior and
Now Cuarentor cach hereby redify, consent fo, and sgree to all of Lender’s actions, fom
November 27, 2013, 1o the date first stated above, regavdlng and/or relaied to the claima of the
Other Londers alleging that the enctunbrances for theilr Ioans were in fist priority for the subject

~ Propertes; with {he actions of the Lemder including, without Himitation, Lender lendlog Busower
an additional. amount of approximately §5,000,000, tn the aggregete, with said funds belng used
towards saiiafaction of cerfain loans foem the Dﬂle.c Lenders. Botrower, Guarsntor and New
Crearantor each raiify and agree thet the Lende:’s Joans for seid Properties have inoressed by the
amounts that Lendsr peid toward satisfaction of the respective Other Tenders® loans for the
subjeet Properties and Lender’s Loans will continue to iucresss hy the amount that Lender will
advance o Bowrower (or pay toward) for the satzSction of the respective Other Lenders® Loans
or in gomnection with Leoder's tights or obligations porsnent to the Lomns Documents as
modifisd by this Agresment,

18, Confidentialtty, In comnsotion with or based upon the facts wnderlying this
Apreement, the Partles agres not fo assist, suggest, notify, o recommend that thitd pactiss
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investigate of pursue atty requests for information, olatms, or Migation relating fo any of the
Partigs, their officets, directors, shareholders, owners, smployess, consnltants, atiorneys, Bgents,
sucoessors, affiliates, subsidiaries, parents, hefrs, tepresentatives, and assigns. Bach Party shall
reftain fom malking any disparaging o negative sitements or comments sbout the other Parties
to any fhizd pacties, including any derogatory statements or cxitfelsm, Bxcept a4 sat forth below,
the Paries fnther sgree thet: (1) the matorial terros of the Agresment und the material facts
underlying the Agresment eve intended to remain confidential; and (if) they agree not to discloss,
or oause others to diselose, o anyone the materiz] terme stated in this Agreement or the matarial
facts underiying this Agreement; provided, bowever, these diselosure limitations set forth ol (f)
and (1) above ale subject 1o the following exceptions; a) excopt as such facts are set forth, in the
spplicable public reoords, of b) except a8 may be zequired to be disclosed to any governmental
ageticy or authority with epplicable jusiedlofion (after notive to the other Party and an
opporinnity to object to such reguired dizclosure), or ¢) except vz may be disclosed to such
Party"s outside profossionals, or d) oreept as xasy be necessary fur Lender to discloss to Lender®s
euirent or fture nvestors (which disclosurs Is intended io be limited as described below), With
respoct 1o the Hmitaion on Lender’s disclosurs o dts investors a8 refovenced above, Lendo:
agress 1o use i pood faith efforts to limit such diselosuts as nuach as legally possible prasuant to
the applicable SEC Regulation D disglosure rules, which Hemdtetion. {s intended, to have Lender
only describe; 1, fhe multiple Loang seoured by the pame Properties, which created ths Loans
Defaults; 2, the workrout plan pursusnt to this Agresment in comuection with the stops to be
taken to resolve the Loans Defauits; 3. the workrout plan shell also inclnde disclosing the
previous addiional advances thet Lender has mads and the additlonal advances thet ave intended.
to be mede by Lender to Bogrower pursuaat fo this Agrsement n connection with thcreases In
the losn amount of certsln specific Loans (np to 120% of the LTV of the applicable Property
being used as security for that Loan), the additional advances pursuant ‘o both {he Additions]
Loan and the Additional Punds Loan; and 4. the cumulative effeot that 11 of such additionsl
advanees to Borrower will have on Lender’s business plan thet Lender has previonsly disclosed
to its fnvestors tn Lander's privais offering documessts and which Lender commiited to follow,
inchding the overall LTV loan ratios for all of Lender®s outstanding Ioans to its berrowers in the
aggregate and the concentreflon of all of Lender’s outstanding loans among all of its
borrowers. Furthier, Lender will uss its good fith efforts not 10 inelude the namss of Borsower,
Cjuarantor, or New Cuarantor I Lender's disclosure maferial. Lender will elso provide
Bomrower with a eopy of ths applicable disclosure prior to dissemination to Lender’s investors
and allow Borrower 1o have 43 houss to review and comment npon such disclosure.

19, Counterpayis. This Agreement muy be execuied in seversl counterparts, sach of
which counterpest shall be deerned an origingl dustruoent and all of which together shall
constitule a single Apreement, The fuflure of sy party hereto to exevuls this Apresment, or agy
counterpart hereof, shall vot releve the other signatories ftom heir cbligations herevncder,

20.  Notlees, All nolicos, consomis, spprovals and pecquests tequired or pernsitted
hereunder shall be given in writing and shatl be cffective for all pizpases #f hend delivered or
sent by (8) cerlified or vegistersd Unitod States mall, postage prepeid, retum receipt reqiested or
(b) expedited prepaid delivery servics, effher commercial or Unitod States Postal Service, with
proof of sitempted delivery, or (¢) by email addressed as follows (or at such ofher address and
person gy shull be destgnated from time to time by auy party hereto, as the case may be, in 2
written notice to the other parties hereto in the mannesr provided for in this Patagraph);
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Asfrona Home Foreclosures, 1LLC Rasy Tnvestments, LLC

7320 West Bell Rohd 7320 West Bell Road

Flendals, AZ 85308 (Glendale, AZ 85308

Attenfion: Scott Menaged - Attention: Scotl Menaged.

Emafl: sens®8734@acl.com Brail; seienedB754@a0l.eom,

Yomeiov, “Beott” Menaged Franitore King, LELC

7320 wegt Bell Road 303 Nerth Cenfral Avenne, Suite 603

Glendals, AZ 83308 Phoendx, AZ 85012

Fmadl: srnerad8754@aol.com Attention: Scott Menaged
Bmails smena®8754@anl.com,

DenSeo Investment Corporstion :

6132 Wept Victoria Place

Chendler, AZ 85226

Attenfion: Denny Chittick

Email: demoney@yehon.com

1. Chpiee of Law. THIZ AGREEMENT SHALL BE GOVERNED BY AND
CONSTRUED IN ACCORDANCE WITH THE LAWS OF THE STATE OF ARIZONA
WITHOUT GIVING EFFECT TO CONFLICT QF LAWS PRINCIPLES,

22, Beverability, If any provision of thig Agresment is found to be void, Invalld or
wmenforceable by a court of compotent jurisdiotion, fhat fnding shall only affect the provisions
found to be void, invalid or unenforceable and shall not affect the other of this Agreement, and
they shall remain in full foree nod effeot,

23, Event of Defunit. 'Yhe failure {o pay sny smount due under this Note when doe,
or any oceumenee of a faflore fo cove any non-monetery defanlt wnder any of e Forboarancs
Documents or any ofher Loan Documents after the appropriate notice requised i Section & of
this Agraement, shall be doemed to be an svent of default FEvent of Dafiulf”) Hereunder,

24.  Remedies, Upon fhe ocourrsnce of an Event of Default and af any thme
thersaftor, then. et the opiion of the Lender, and with potice only as specifically required in this
Agroemant, the entire balance of principal together with all acemed inferest thereon, and all other
amernis payeble by the Borrower Entities under the Forbearance Documents shall, without
detmand o¢ nctics, immediately become dus and payable, Upon the cccutrence of an Bvent of
Default {(and 5o long as such Bvent of Dofanlt shall oomtinme), the entive balance of princtpal
hereof, togather with all acciuad inferest therear, all other amonnts due under the Forbearance
Documents, and any jndgment for such pringipal, interest, and other amounts shall bear intereut
at the Defholt Interest Rate, as provided in the Additional Funds Loan, No delay or omisslon on
the part of the Lender hereof in exerpisthg any right under any of the Porbearance Documents
hersof shall operate ag 8 waiver of suchzight

25, Weiver, The Borrower Enfitles hereby waive diligence, deand for payment,
pregettiment for payment, protest, notice of nonpayment, notice of protest, notice of intent to
aocelerate, notfes of soceleration, notice of dishonox, and votise of nonpayment, end all ofher
notices 07 demands of any kind (except notices specifically provided For in the Porbearance
Documents) and expressly agree that, witheut in any way affecting the Hability of any of the
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Bozower Entities, the Lender hereof may extend any maturity date or the time for payment of
ary payment due under any of the Forbearanoe Agreements, otherwise modify the Forbeararice
Documenis, acoept additlonal sepurity, releass any peraon Hable, and releass any security. The
Borrower Frtitles waive, to the full extent permiited by law, the xight to plead auy and all
stafutes of Hmitations as & defense. :

27, Integratlon. This Agresment conteins' the complets undﬂrstanding and
agroement of the Borrower Enfifies and Lender and superseder sil prior representations,
werrantles, agresments, atrengements, tnderstandings, and negotiations.

28, Binding Effect. This Agresment will he binding upon, and inure to the benefit
of, the Lender, the Borrower Bmitles, snd thelr respactive stncessors and assiphs. Borrowers
may not delagats their obligations undey the Forbearance Dacnments.

[BIGNATURE PAGE TO FOLLOW]
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IN WITNESS WHEREQF, the undersigaed Parties have execnied fhis Agresioent on
the date st above written.

Borrower

ARIZONA HOMHE FORECLOSURES, LLC

By
Yomiov “S5ott” Menaged
gt Meiber

EASY INVESTMENTS, LLC

Bwi ""’7/;/

Yomifoy “Scott” Menaged
[ts: Momber

Goaranior; %}L’M
il

Youzitov “Seott” Menaged

New Guarantor;

FURNITURE RING, LW ~
By: el A

Yomotov *Scoit” Menaged
Tis; Manager

y |
Tig President

{Stpnature Page of Fotbeannce Agusment)
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RXHIBIT A
LENDER LOANE AND ENCUMBERED PROPERTIES
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ACKNOWLEDGMENTS

STATE OF ARIZONA )
)88
COUNTY OF MARICOPA. )

Onthis 15 day of ZA0L__, 2014, befors me eppessed Yomotov “Soott” Menaged, to o
personally lnown, who being by me duly sworn, did say that he s the manager of ARIZONA,
ROME FORECLOSURES, LLC, an Atlzone limited Lability company (the “Company™), and
seld Yomotoy “Scott” Menaged acknowledged to me that the Corpany is nanied as both ALIF
and a Bomower v the foregolng instrument and that as the mansger of the Campany, he did
exeoute the foregoing instrament, for and on bebalf of the Comapany, and that he did so as his and
the Company’s free act and desd. .

IN WITNESS WHERBOR, { have hercunto subsoribed my name and affized vy

official seal the day and year last above wiritten, . f

Notary Publie

My Commirsion Bxplies:

R
it RFBJLY,
Qo102 1th - Pu%%wmg
Ereiros
o

{Aclmowledgmants for Forbsarancs Agreement - AHF}
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ACENOWLEDGMENTS

STATE OF ARIZONA )
- ) 88
COUNTY OF MARICOPA. )

On this _{g@?} day of APRIL- , 2014, before me appesred Yomotov “Soott” Menaged, to me
pesonally known, who being by me duly swom, did say that he is the AR of EASY
INVESTMUNTS, LLC, an Arxona limited Jisbility company (the “Company”), and seid
Yomotoy “Soott” Menagad acknowledged o we that the Compeny is named as bot‘h Bl and =
Borrower in the foregoing tastrument and thet as the menager of the Company, he did exsoute
the foregoing instrament, for end on behaif of the Company, snd that ke did so as his and the
Company’s Tee act snd deed,

IN WITI\ESS WHEREOF, I have hareunto subseribed my name and affixed my

thedayaadesidash above written,
JOBE 3R ﬁl.L
NOTATY PUBL - - NAIZONA 6{//?44
Wy Qgrrr?’rﬁﬁsaalggl%mlms H
Janiay 10, 2018 Notary Public
My Cornmizsion Bxpiras:
O~ B2t

{Ackuowledgmeants for Forberranee Agresment - I}
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ACKNOWLEDGMENTS

STATE OF ARIZONA )
) 88
COUNTY OF MARICGPA. )

On fhis fb“"h dey of APRs. , 2014, before me appeared Yomtov “Soott” Meneged, fo me
personally kuown, who being by me duly sworn, and seid Vomotoy “Seoti? Menagod
acknowledged 10 me thet he is named ag the Guarantor in the foregoing inslrament and that he
did executs the faregoing instrumment and that bo did so as hs fros act and dead,

IN WITNESS WHEREOF, [ hive heretmto subseribed my name and pffixed ny

officlal seal the and yesr last pbove written,
: JOSE BURRULL
i ; Nm‘mﬁmgaygammm 3
3 Wy Gomrnkiston Exnlas Notary Public
§ W y\?amvﬁu.nan 'y . vy
My Corarmissior, Biyiros:

& 1-(0-2018

{Acknowledgmentn for Perbearanse Apgreement ~ Mennaged)
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ACKNOWLEDGMENTS

STATEOF ARIZONA, )
. , Y88
COUNTY OF MARICOPA )

On this _Kﬂ‘i day of _AfRi- , 2014, before me appearedl Yomaotov “Scott” Menaged, to me
personally known, who Geing by me duly sworn, did say that he is the manager cf FURNITURE
KING, LLC, an Arizona lmited Hability company (the “Company™), and esld Yomotov “Soeoit”
Menaged acknowledged to me that the Company is named as the New Chuarantor in the
foregolig instrument and that as the manager of the Company, he dld execute the foregolng
ingtroment, for and on behatf of the Compeny, and that he did so a5 his and the Company’s fie
act and deed,

IN WITNESS WHEREQF, Thave harennio subseribed my name and affised my
official seal the day end year lzst sbove wiitten.
AT e, e bt

.
oy, JOSE BURFLL 47‘7,%9 %
,Jﬁ.. 'NUTAE‘.HY J;Uaug& .ﬁ?ﬁmm ?
7 My Seramleddon Exres Notaty Public

nu‘fh:ao

100 BXpifes:

{Acknowledgrents for Forbemanos Agrsarpent ~Fornitue Biag)
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ACENOWLEDGMENTS

STATE OF ARIZONA. )
188
COUNTY OF MARICOFA )

Ou this _jﬁﬁ" dey of [tk 2014, before me appearod Denny Chittick, fo me personally
Jmown, who belng by mwe duly sworn, did say thet he Is the President of DENSCO
INVESTMENT CORPORATION, an Aulzona corporation, (the “Corporation™), snd said
Denny Chittiek ackoowledaed o me thet the Coxporation is nemed as the Lender in the
forepotng netrument and that as the President of the Corporation, he did exeoute the foregoing
iastromoent, for and on bebalf of the Corporation, and that lie did so es ks end the Corporation’s
free act and deed.

IN WITNESS WHEREQF, | have hevetnto subseribed my nam
official seql the day and yoar leaf above wiitten,

Mdededn il g b gy 1 vl ek
L3 JGEE BURRULL
NOTARY PUBLIO - ARIZONA
My Qo
_ ey 0, i

d atfixed my

Notery I’ixblic

{Adienrmdedgmeants Tox Forbesrance Agrostmert « DenSuo)
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GUARANTY AGREEMENT

THIS GUARANTY AGREEMENT (this “Guaranty™} Js made es of April 16, 2014, by
Yormntov “Sooti™ Menaged ( “Menaged” or “Guarantor”™), en individual whose addross is 10510
Epst Sunnyside Drive, Scottsdale, Arizona 85259, in favor of DenSco Investmen: Corporation,

- Arizona corporation (together with s sussessor and assigns, “Lender™, having an address at
6132 W, Vietoria Place, Chandler, Avizona 85226, »

Reoitals
The fllowing reoitals are a material pact of this Guaranty:

A, Arzona Home Forecloswes, LLC, sn Asizona limited lighility oompeny
(“ATII™), whose address is 7320 W, Bell Road, Glondale, Arizona 85308 end Besy Javesioents,
LLC, an Arizona lmited labillty company(“EI™, whose addross is 7320 W. Bell Road,
Glendale, Avizona 85308 (AHF and BI are hereinafier referred fo, individually and collectively,
&8 the comtext may reqidee, as “Borrover”) ato indebied to Lender nnder the temns of ceortain
Losng (udividually a “Loan” and oollectively, the “Lioans™), which are Usted on the attached
Bxhibit A (a8 may be subsequently amended as additonal real propestios are added as oollateral
for the Loans), wideh 1s Incorporated juto this Agreamont by this refersnce, Guarantor is or was
the owner of each Borrower, and Guatantor did have and continues 1o have a sigoiflcant finandial
interest in Lender making the Loans (and loaning additionsl funds), and has aud will continue o
reallze significant financial bensfli from the existing and edditional Loans, Each Loan is
evidenced by (or will be svidtnoed by) a oertain Note Beoured by Deed of Trust or other similar
promisgory notes, exsculed by Bomower in favor of Lender (edividually a “Note” and
colleatively, the “Notes”) and by a Morigage (or & “Reoelpt and Mortgage™) (coltectively, the
“Maortgages™), and are saoh, seeried in part by one ar more Deads of Troat and Assignment of
Rents, deeds of irust, deeds to secure dobt, or similer documents (individuatly and oollentively,
the “Seeurtty Instrumsnis”) encumbering Borrowet®s interest in the respective teal properties
deseribed therein (individuaily & *Property™ end collectively, the “Properties”) and referenced
in Bxhibit A (as mey be subsequently emended ay additional real proparties are added es
collaieral for the Loans), The Nofes, Morgages, Secinity Instruments, and the other
document(s) deseribed shove and all olhea* documents and instraments evideneing and/or
seeuring the Lowns, as originally writtsn or praviously odified, and all amendments and
renowals thereof and replacements therefor, awe yeferred o ocllectively herein as the “Loans
Documents™ or individuaily as a “Loan Docament”, The Loan Decuments are hereby
ineorporated by this reforence ag if fully et forth in this Guaranty,

8, 'The T.oans are now in Deferlt (ag dofined in the respoctive Notes) and Lender hay
provided Borrower with eny and all netioe required vnder each of the Losns Documents
consernlng wach Defanlt,

C Borrower has requosted that Lender forbear in the pursull of Lender’s remedies,

and Lender 15 willing fo forbear such pussuit, subtjest to the termy of a Forbeavancs Agreement of
even date, by and between the Bomower, Guarautor, Furniture King, LLGC, an Arizong Hnited
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Hability Company, whose adcress i3 303 N, Central Avenve, Suite 503, Phoentx, Axizona 85012
{(“Forniture King”) and Lender (fhe 'Forbearance Agrsement”),

. Pursusnt to the Forbearance Agresment, Lender agreed to loan additional fonds in-
an amount up fo Flye Million Dollars (55,000,000) to Borrower, Guaranior, snd. Farniture King,
joinity and severally (the “Additional Funds Loan™), which {& ovidenced by thet certatn Secored
Ling of Credit Promissory Nots (foe “Addittonal Funds Note™).

B Pumsuant to the Forbearanos Agreement, Lender agreed to losn additional funds in
an amoust up to One Million Dollats {(51,000,000) v Bomowet and CGuntamtor, joiutly and
severally (the “Additional Loan™), which 1z evidenced by that cortaln Secured Line of Credit
Promissory Note (the “Addittonal Note”). Fumitwre King has pemsonslly guaratitosd the
Additionsl Loan under » separete Guaranty Agreement, -(For purposss of this: Guarsuty, the
Additional Punds Note, and fhe Additlens] Note shall be included in the defimition of the
“Notes,” Purther, the Forsearanoe Agretiment, o Additional Funds Nots, and the Additional
Note, the Deed of Trust Seourity Agreement snd other documents executed in connestion with
the Forbearance Agresment shall be inchaded in the definition of the “Loan Dosuments, ™)

B Lender hag required fut Cluseantor guaranty to Lender the payment of the
Lisbilities {as such terim is defined in Seotion 2.1 hereof),

Q. Abgent this Goaranty, Lender is unwilling to agtes to the terms of the Forbearancs
Agreement, loan the additiohal finds t Borrower prysuank fo the AddiHonal Funds Logn, and
the Additional Loan, andfor to loan any other additionsl funds to the Borrower, purenant 1o the
terrg of the Loan Doownents,

*

Agreement

In oonsldamiim of Lender's agieement to the ferms of the Forbaamme Aprosment and
agroement to loan additiong]l fimds to the Bomower, pussuant o fhe terms of the Loan
Documents, the Additional Funds Note, the Additional Note, and the Forbearance Agresment,
and other good and valueble cons{deramon, the receipt and legel sufficiency of which is hereby
acknowladged, Guaraator }mmby states and agrees as fo]low«

L. . Requests of Guaranior. CGuaranior hoveby requests thet Yender agree to the
terms of the Porbearance Agtesident, and forther, that Lender exfend additionsl credit and give
finanglal accommpodations to Bcmower, puretant fo fhe ierms of the Loan Docuiments, s
Borzower may desics and as Londer may grant, from Hme to thne, whether to the Borrower alone
or to the Bomgwer and others, and specifically to extend the additionsl credit in the Torm. of the
Addtticoal Fonds Loan and Additlonal Loam,

2 Gunrandy of Li&‘bﬁities.

2. Guarantor hereby absolutely and unmconditionally goarsntees fult and
punctoy) payment and performance when due of the followlng (ccllectively, the “F tabflitdes™):

(a} () ail payments dus under each of the Notes, including the
repaynent of afl additional advances of any kivd thef may be made by Leader to

2
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Botrower, whether at stated matieity, by acoeleration or otherwise, () avy and all
rengwals or exiensions of any such item of indebtadness o obligation or say part thsreof;
(1ii) all obligations and indebtedness of any kind or natwe arsing voder avy of the Loan
Docements; (tv) any fature advences fhat may be made by Lender related.to a Loan, ot a
Property, whether made to protect the security or ofherwise, and whether ox ot
evidenced by additlonal promissory notes or other evidences of tndebtedness; (v) all
inferest; due on &l of the same; (vi) all expanses, inoloding attorney™s fees, incurred by
Lender in connection with the snforeement of Lander's rights under this Guaranty and all
Administration and Enforoement Expenses,

all amounts that shall become due and owing to Lender at any time
by virtue of or arfaing out of any of the acts, ompissions, ciroumstancss or conditions
referencerd in any of the Notes, Loans, Fotbenranes Agtesment or other Loan Docuiments
(ooTiectively, the “Financial Obligations™), inoluding sll renewals or extensions of any
amount owing or obligation under the Financial Obligations, all Hability under the
Finanolal Obligations whether sxising wnder any of the original Loans, or any extension,
modification, futurs advance, inoreass, amendment or modification thereof, interest due
on amonaly ewing under the Financlal Obligations at the spplicsble Defsolt Inforest or
other defanlt rates specifisd in the respective Nota(s), sll expenses, including atiornsys’
foes, incurred by Lender In connaction with the enforcement of any of Lendsr’s vights
mmder this Guaraniy and all Admivistration and Enforcement Expenses (as herninafter
defined), to the extent the ssime relste to amounts or cbligations owing under the
Finangial Obligalfons. As vsed hereis, the term “Financial Obligations™ includes sny
loss, damage, cost, expense or Niebility inenrred by Lender (luchacing attorneys’ fees and
expenses and other collselion mnd litipation expensas:) ariging out of or in enpmection. wﬂn
any of the following: :

()  frand or willfhl misrepresehtation by Bowowst or any of jts
effiliates or Guarsnfor or any egent, amployee or other person with actugl or
apparent authority fo make stafements or representations on behalf of Borrower,
any affiliate of Borrower or Gnarantor in comvection with any of the Loans
(“apparent authoddty” meening suoh awnthorily as the principsl knowingly or
negligently permits the agent fo assurae, or which he holds the sgent out as
possessing);

(i) the gross negHgence or willful miscenduost of Botrower or
Guarantor, or auy affiiate, agent, or emuployee of the foregoing;

(i) - material physical waste of any of the Froperties;

(v) the zemoval or disposal of any structura locaie any of the
Propertios in violatien of the torms of the Loan Documents;

(v)  the misapplication, misapproprintion, or corverslon by Borrower,
any of ity effillates or Guaranor of (A) any insurance prooceeds paid by reason of
any loss, damags or destruction fo o Property, (B) sny awards received in
conneetion with a condemnation of 8ll or a portion of & Property, (C) any Rents or
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nther Froperty income or collateral procesds, or (D) eny Rends paid more than ore
month ih advance (ocluding seowify depostis);

(vi) following the ocoumrence ¢f an event of definilt, the failure to either
apply renis or other Property Jocotme, whether collected belfore or after such event
of defavli, to the ordinary, customary, and nocessary sxpenses of operafing the
subjest Property or, upon demand, to deliver such rents or other Property inotms
to Lender;

(vii) failure to maintaln Insurence or to pay taxas and assessments, or to
pay charges for lebor or materinls or other charges or judgments thet can crente
liens on any portion of & Property;

(vil) say security deposits, advance deposits or amy other deposits
collacted with respect {o a Properly which are not delivered o Lender upon o
foreclosrs of the subject Property or action in Hew thereof, exoapt to the extent
puy such security deposits were appHed in socordance with the terma and
conditions of aay of the leages prior to the occurrence af the event of default that
gave tlse to such foreslosure oz potlon in Heu thereof; or

_ (x)  say faiture by Bovrower to somply with any of the zepresentations,
warrantios, or covenanfs set forth in any of the Loan Documerts,

2.2 Upon the request of Lender, Goarantor shall ingnediately pay or perform
the Liabilities when they or any of them heoome due or are to be paid or performed.-under the
term of any of the Loan Documents. Any ameunis received by Lender from eny sowees and
spplied by Lendsr towards the payment of fae Liabilitles shell be applied o such order of
appliondon as Lender may fom time fo tme elect, All Lisbilities shall conclusively be
presmad 0 have been orented, sxfendod, contracted, of lnowrred by Lender In telisnce upon, this
Croaranty and all dealings between Rorrower and Lender shall Hkewise be prosumed to be in
relismoe wpon fhis Guaranty,

23  For the purpose of thix Guaranty, “Administration and Bnforcement
Fxponses™ ghall mean ail foes and expenses incurred at any time or from tims to time by Lender,
including legal (whether for the purpose of advice, negotintion, dorumentation, defense,
enforcement or otherwise), rocounting, financial advigory, auditing, appraisal, saluetion, title or
titls fosurance, engineertng, enyiromnental, collection agenoy, or ofher expert or consuliing or
similar servioes, in connection with: (a) the Forbearance Agresment, incinding the negotiations
gnd. prepaations of the same, (b) this Guaranty, including the negotiations and preparations of
the gare, (0} the Loan Documents &nd any gmendments or modifications of a Loan or sy of the
Loan Documents, whether or not consummated; (d) the admindsteation, serviving or enforcement
of g Loan ot any of the Loan Docunents, inchuding any request for inferpretation or modification
of the Loan Dlocuments ot any metter related to 2 Loan or the servicing thereof (which shall
include the considerstion of any requests for conssuts, waivers, modifications, approvals, Jease
revisws or similar matfery snd any proposed fransfer of any Property or any interest thereln), (e)
any litigation, contest, dispufe, muit, arbitrafion, medlation, proceeding or action (whether
Instituted by or against Lender, Including actions brought by or on behalf of Bortower or

4
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Borrower’s bankruptey estats or any indesnitor or goarentor of 2 Loan or amy ofhier person) in
sy way relafing to & Loan or the Loen Docvments including in connestion with amy bankmptoy,
raorgarization, Insolvency, or recelvemsblp procecding (f) any afterupt fo onforce any rights of
Lender agrinst Borrower or any ofher person that may be otlguted to Lendsr by virlne of any
Loan Document of otherwise whether or not Utigetion is commenced in pursuance of such rigbis;
aad (z) protection, enfotcemeant againgt, or liquidetion of a Property ot any other collaterel fora
Loan, incleding any atfemapt to inspect, verify, preserve, restors, collect, sell, lguidate oz
ofherwise dispose of or realize wpon a Loan, the subject Property ov any other collateral for a
Lonn,

3 Additionsl Advances, Renewals, Extensions and Releases, CGuaranfor heteby
agress and consents that, without noties fo or further cotwent by Gnaramior, Lender may meke
additional advances with respect to any of the Tomg or any of the Properties, and the obligatians
of Bemrower of any ofher party in conmection with the epplicabls Loan may be xwnewed,
extended, modified, accelerated o released by Lender as Lender may deem advisable, and any
gollataral the Lender may hold ot in which the Lender may have au intorest may be exchanged,
sold, reloassd or suxrendered by i, a8 it may deem advisable, without impeiring or effecting the
obligations of Guarantor hereunder in eny wey whatsoover,

4, Whaivers,

41  Guarantor hereby weives each of fhe following: (s) any and all notice of
the acceptance of this Guaranty or of the creetion, renewsl or socrual of any Lisbilities or the
debt related 1o and/or stemming from. the Notes, preseat or futare (including sny additjonal
advances made by Tender under any of the Loan Doournents) (the “Debt™); (b) the relisnce of
Lender wpon this Charanty; () notice of the extstencs or ereation of eny Loau Dovurment orof
any of the Liabikities or the Debt; (d) protest, presentinent, demand for payment, noties of defeult
or nonpayrment, notice of dishonor o or upon. Garantor, Borrowor or any other perty lisble for
any of the [igbilities o the Debly (s) any and all other notices or formalities to which Guarantox
may otherwiss be entifled, including nofice of Lender’s granting the Borrower any indulgences
ar extensions of time on ths payracnt of any Lishilities or the Debty and () promptoess in
maldag any claim or demand heretmder,

4.2  Np delay or failuro on the part of Lender in the exercise of sny tight or
temedy against either Borrower or Guarsntor shell aperate as a waiver thersof, and no single or
partiel exercise by Lender of any right or remedy harein shall proclude other or fimther exercise
therent or of any other tight or remedy whether conlaired herain or fn a Note, or any of fhe other
Loan Dosuments. No action of Lender permifted hereunder shall in any way inypaly or affict this
Cinavanty,

43  Cluaraotor acknovwledges and agrees that Guerantor shall be snd femain
ehsolutely snd unoonditonally Hable for the full amount of all Lisbilities notwithstanding any of
the following, and Cusrsnicy waives any defonss o comterolaims to which Cuaranior may be
ertitled, based upon any of ths Following, in auy proceeding (withous prejudics to assert the
same in & separate cause of actlon ata later thne): ,
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(83 Amr or all of the Uabilltios being or herealler becoming tnvalid ot
ofherwise unsnforceeble for eny reason whatsoever or being or hereafler becoming
released or discherged, in whole or in part, whether pursnant fo 2 prooseding nnder any
banlruptey or ingelvency laws or otherwise; or

() Lendar falling or delaying fo propedy perfect or contimue the
perfection of any secwity interest or Hen on amy property which sscures any of the
Liebilities, or » profect the property covered by such sccmrity | mte-rest or enforce zts rights
respecting such property or gecurity interest; or

(&)  Lender fuiling to give notive of any dspesition of any property
gerving as collateral for any Lisbikties or fiiling to dispose of seeh collateral in a
coramercially reasorable manner; o

Aty othcﬁ oireumstaucs that might otherwise constitute & defense
other tham payment io full of the Liabilities,

5 Guaranty of Payment. Guarantor sgroes that Guarantor’s Hshility hereunder is
primaty, absohute and weonditionsl without regard o the liabiity of any othet party, This
Crugranty shall be construed s an absolute, reveoable end uwnconditional guaranty of payment
end performance (end not & gueranty of collectior), without regard o the velldity, regularity or
enforveability of any of the Liabilities,

6. Guaranty Bifective Regardless of Collateral, This Guaranty 1s made aad ghall
continme 850 ey and il Tiabilities without ragard to any Hens or sepurity interests in any
collatorel, the validity, sffeotivencss or enforcesbility of suoh Hens or.seourity interests, or the
existehice or valdity of any other gudtanties or vights of Lendet agninst any ofher obligos. Avy
end 8l snch collateral, seourity, guaranties and rights againgt othier cbligors, if any, may from
time to time without totice 1o or conmmnt of Guanmior, be granted, sold, telensed, sutpendered,
exchaniged, soitled, compromised, wiived, subordinated or modified, with or without
conlderation, on such texns or conditions ag may be- acceptable to Tosder, without i any
MANKIEL. aﬂbcting or impatiing the Habilities of Guarantor, ‘Without liraiting the generality of the
foragolng, it is acknowledged that Guarentor’s lability hereunder shell survive any forecloswo
proceeding, any foreclosute sale, any delivery of a deod in liew of foreclosme, sad any teloass of
record of any of ﬂw Seourity Mstriments,

7. A;idh:iom—l .Credit. Credit or ﬁmncial acopmmodation may be. granted or
contioned. from timb fo fime by Lender to Bortower regardiess of RBorrower’s financisl or ofher
sondition at the time of any such pgrant or continvetion, without notive fo or the consent of
Cuapantor and without affecting Guaiantor’s obligetions heteunder, Lender shall have ho
obligation, to disclose or disouss with Guarentor ifs assessment of the financial condition of
Bottower.

8.  Rescission of Payments. If af any time payment of any of the Liahilities or any
pars thereof is rescinded or must ofhersise be restored or retumed by Lendet upon the
insolvency, bankinpiey or reorganizefion of Borrower or under amy ofher cirenmstances
whatsoever, this Guazanty shall, upon such rescisslon, resforation or reten, confinue to be
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cffvotive or ahall {if previously tarmmated) be remmted, ag the case mmy be, g8 it such peyment
had not been mads,

9. Additional Waivers, So long as any porﬂon of the L1a1uhtaes o Debt Teraning
urpaid or oy portion of the Liabilitles or Debt (o any seetrity therefor) that has been paid to
Lender remnains subjost to invalidation, tevensel or avoldance as a preference, fraudylent fransfer
or for any other renson whatsoever (whether umder bankruptc,y or non-banlcmpicy law) to being
set eside or zequired to be repald to Bomower as 4 debior In possession or 10 any trusteo in
banlcruptey, Cuacantor frevoosbly waives (a) any rights which i wiay acquire agatnst Bomower.
by way of subrogation tnder this Guaranty or by virme of any payment made herennder
(whether confractial, wnder the Bankruptoy Code or similar stale or foderal statute, neder
conmen law, or ofherwise), (b)all contractual, common, law, stafufory or other xights of
rehehursement, con{mbmon, exquexation or indemnily {or any similar right) from or against
Borrower that may have arisen in coanestion with fds Goaripty, (o) any. tight 1o pertlcipate in
any way $n eny of the Loan Documnents of in the tight, tiilo and inferest In any collaters] secuting
the payment of Borrower’s obligations to Lender, and (d) all rights, remedies and elaims relating
to any of the forsgoing, If any amount g paid to Gumantor on accownt of subragation rights or
othersvise, such anxount sheil be held in trust for its benefit and shall forthwith be pald to Leader
to be .applied to ths Debt, whether matured or unmmned, in’ such mdar a8 Lender shall
defermine.

10, Imdependent Obligations. Tha »obligations of Guamator avg independent of the
cbligations of Bonowsr, and 2 separate acllon or actions for paytent, darsges of performance
may be bronght and proseculed against CGuarantor, whether or fiol an. aotion ia brought agafnst
Borrower or the seoudty. for Bomower's obligations; gud whether or-not Boorower 1 jolned in
any such dofion or actlons, Gugrantor ‘exprossly walves any teqrirement ‘that ‘Lender Instifute
sult against Borrower or kny othel perscns, or exerclse or axhaust its wmedics or righty agamst '
Botratwer or sgalnat any other parson, other guarantor, of othet collatere] seouring all ot any pait
of the Ligbilitles, prior to enforcifiy any rights Lender has tmder. thig Ci‘ua:tamy of othermise.
Lendler may pursue all or any such remedies at one or more different times without ia any way
impairing its rights or remediss herpundor. Cuarantor hereby further weives the benefit of any
stetite of Hmftations o Teoting it liabiltty herevmdder or fhe stfbreement hereot, Y there shall be
Taore fhan one guarantor with respect to eny of the Llﬁblhhﬂ.‘}, then iha obhgaﬁous of each such
guarartor shall be joint and &evatal

1L Submdinaﬂun ﬂ.[’ Iudcbtedness of Borrower o Guarantur Any indebtedness
of Borrower to Guaranior now or hereafter existing is herby subordingied 1o the prior PAVINEIE
in fall ¢F the Iiabilities, Guerantor agress that wntil all of Bomower®s ubligations deisiled In the
Rorbearance Agreement have been fully satisfied, Guazsntor will not seck, accept or relain for
Guarendor’s own account, any payment (whether for prineipal, interest, or otherwise) fom.
Bemrower for or on ascownt of such subordinated debt. Following ths covurrenos and during the
continuance of ant event of defanlt of the Forbearance A groerment, any payments (o Guaramtor on
acoonnt of such subordinated debt shell be collected and Teocived by Guarantor in trust for
Tender and shall be pald over to Lender on adcount of the Liabilities or Debt, as Lender
determines I fin dlscoretion, withom impairing or reléasing the obligatiors of Quavsntor
hereunder, CGuarantor hershy unconditionally end firevocably agrees that (a) Cuerantor will not
gt any time while the Lisbilities rematn unpaid, assert against Borrower (or Borrower's estate 1
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the event that Borrower bocomes the subjoct of any case or proceeding wnder any foderal or alate
batkeopfey or ilnsolvenoy lsws) any clght or claim o hdemoification, tolmburserient,
conirtbution or payment for or wiil respeot to any aod all amounts Guarantor may pay or be
obligated to pay Lendet, including the Liabilities, andl any and &l obligations which Cuarantor
may pecformy, satisfy or discharge, under or with respect to the Guaranty, and (b) Guarantor

" evbordingtes o the Detl 2ll soch rights end clalmos 1o inderanifiostion, relmbursement,
contribution. or payment that Guarantor mey have now or at ay time agafnst Bortower (or
Borrower's esfate in the event thet Bortower becomes the sulyject of any case or pmcecdmg
under any fodaral or state bankmnipiey or infolvency 1aws).

12, Clatms In Bagkroptey, Guatantor shall file all clafms agrinst Bomrowe: in eny
bankruptey of other proceeding in which the filing of claims is required by law upon any -
indebtednsss of Borrower to Guaranior and will assign to Lender afl right of Guaraninr
thereunder,  Guerantor hereby irevocably appoints Lender its atorney-in-fact, which
appointment is coupled with an interest, fo fils any such clabm that Guarantor may fail to file, in
the name of Guarantor or, in Lender’s disoretion, to assign the claim and to canss proof of olaim
io be filed in the name of Tendsr's nominee., I all such cases, whethet in administration,
bankmaptey of otherwise, the persor or persons suthorized to psy snch olaim shall pay to Lender
the full amount thersof and, to the full extent necessary for that pwpose, Guarantor hereby
assigns o Yender all of Guarantor’s -dghts to ary such payments or distribvtions to which
Guarantor would ofherwise be entitled,

13, Guarantor’s Representntions and Warranties, CGuarsutor represents, warrants
and covenants to and with Lender, that;

13,1 There is no aetlon or prosgeding pending or, to the knowledge of
Guarantor, throefened against Guarestor before auy vourt or administrative ageney which might
resull in, any meterial adverse change in the business or finsmolal condition of Guerantar or ¥ the
moperty of Guarantor;

13,2  Guarentor has filed afl Foderal snd stale incomes tax retmms which
Guarantor has been, xequirad ‘o fle, and has paid all {axes as shown. on sald refrns and on all
assessments reosived by Guarantor to the extent that such taxes have becoms dus;

13.3  Neither the exeontion nor delivery of this Guaranty nor fulfilsaent of nox
sompliance with the terms and provisions hereof will confliet with, or result iu o breach of the
terms, conditlons or provisions of, or constitute a defavit under, or rosulf in the crention of any
Hen, charge or encvmbrance upon. any property o asdets of Guarantor under any egreesnont or
fustrwmnent to which Guarsntor is now g parfy or by which Guaranior mey be bound; ;

13,4 This Guaranty 31 a valid and legally binding agreement of Guarantor and is
enforceahle sgainst Cuerantor in, aceordance with. ith terms;

13,5 Choarantor hes either (3) exsmingd the Toenm Docvments or (i) has had an.
opportutity to examine the Loan Docwments and hag waived the right to exemine them

13.6  Guaranter hes the fll power, authortty, and legal right to execnte and
deliver this Gusranty; and
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13,7 Guarantor acknowledges that Guaratdor wes advised o and wes given the
opportunity to conenlt with independent counge! before executing this Guaranty,

14, Notlee of Litigatfon. Cuarentor shall promptly give Lender notice of afl
litigation or procesdings before wny comt or governmentel suthority sffecting Guarantor or its
propexrty, except litigation or proceedings which, if adversely determined, would not have a
meterlal adveme offect on the financial condition or operations of Guarantor or its sbility to
perform eny afits obligations heteundsr,

15.  Access to Records, Cuaranfor shall give Lender and i represenitatives access fo,
and permit Lender and such representatives to exanine, copy or make extracts froty, any end all
books, records and doenmsnts In the possession of Guarantor relafing o the performance of
Guarantor's obligations heremder and wnder any of the Loan Documents, all at such Hmes and
ag often ag Lender may rearonably reguest,

16, Assignment by Lender, In conngofion with any sale, assignment or transfer of s
Loun, Lender may sell, assign or fransfer this Guaranty and sll of afty of its vights, privileges,
interests and ramedies heretmder o any ofher pevson or enfity whatscever without notice to or
cogsent by Guarentor, and in such évent the assigree ghall be entitled to the bepefits of this
Gugranty and to exercise all iizhis, interests and remedies ae fully as Lender,

17, Termination, This Graranfy shall twrminate only when ell of ke Lishilities and
the Debt have heen paid in 4, inoluding &1l interest thereon, lata charges and other charges and
fees included within the Liabilities and the Debt. When, all of the conditions described ghove
have been fully met, Lender will, upan raquest, fintnish fo Guarantor a written cancellation of thie
Guaranty.

1B, Notices. All hotises, comsents, mpprovals and requests requited or permitted
hereunder shall be glven in writing and shall be effactive for a1l porposes if hand delivered or
sent by (a) certified or regisiered United States madl, postags prepaid, raturn receipt reqnested or
(b) expedited prepaid delivery servics, sither commercial or United States Postal Service, with
pteof of aftempted dslivery, o (o) by smail addressed as follows (or at such othor address and
person ef shall be designated from thms to time by any party hereto, as the case may bs, in a
written notles to the other parties hereto In the manner provided for in this Section):

I Lender: DenSco Investment Corporation
6132 W, Victoria Place
Changdler, Azizona 85226
Aftention: Depny Chittick
Email; demoney@yahoo.com

I to Menaged: Seott Menaged
- 7320 West Bell Road
(Hendale, Atizona 85308
Bmail: smennd8754@a0l con
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A notica shall be deemed to have been given: () in the cess of hsrd delivery, af the Hue
of delivery; in the cass of reglstered or certified mail, when defivered ox the first atiempted
defivery on a busiess day; or (if) in the case of expedited prepald delivery, upon the first
sttempted delivery on g business day; ot (i) fn the case of ematl, the earlior of sander’s roceint of
5 machine-genersted confirmation/reveipt of a successful delivery of the message or that the
message was read, ar sender’s teceipt of 4 response from ths recipient yegarding the emedl, such
&8 ¢ reply or 4 sepavats email which references the notice. :

19, Waiver of Jury Trial, TO THE FULLEST EXTENT NOW OR
FEREAFTER PERMITTED BY APPLICARLE LAW, GUARANTOR HEREBY
AGREES NOT TO ELECT A TRIAL BY JURY OF ANY ISSUE TRIABLE OF RIGHT
BY JURY, AND WAIVES ANY RIGHT 10 TRIAL BY JURY FULLY TO THE
EXTENT THAT ANY SUCH RIGHT SHALL NOW OR HERTAFTER EXIST WITH
REGARD T0 THIS GUARANTY, ANY OF THE NOTES, ANY OF THE SECURITY
INSTRUMENTS OR ANY OF THE OTHER LOAN DOCUMENTS, OR ANY CLAIM,
COUNTERCLAIM OR OTHER ACYION ARISING IN CONNECLION THEREWITH,
TEHIS WAIVER OF RIGHT TO TRIAL BY JURY IS GIVEN ENOWINGLY AND
VOLUNEARILY BY GUARANTOR, AND I8 INTENDED TO ENCOMPASS
INDIVIDUALLY EACH INSTANCE AND EACH ISSUR A8 TO WHICH RIGHT TO
TRIAL BY JURY WOQULD OTHERWISE ACCRUE, LENDER I8 HEREBY
AUTOORIZED T0 FILE A COPY OF THIS SECTION N ANY PROCEEDING AB
CONCLUSIVE EVIDENCE OF THES WAIVER BY GUARANTOR.

20, Miscollapeons, This Guaraniy shell be a contining gnarafify, This Guaventy
shall bind the hel, successors and assigns of Guarantor (except that Guarantor niay not assign
s, hor, or Hts liebilitles under this Guaanty without the prior written consent of Lender, which
sonsert Lender may in iis @soretion withhold), sud ghell inure o the Tenefif of Lender, ifs
successors, transferees and assigng, Each provision of this Guaranty shal] be interpreted in such-
mannet 18 to be effective and valld wnder applicable law. Neither this Guarenty nor any of the
terms Boweof, dnclnding the provislons of this Section, may be ferminated, amended,
supplemented, waived or modified orally, tut enly by an instrement In wilting executed by the
party sgeinst which enforoement of the terminetion, smendment, supplement, weiver or
modification is sought, and the parties hereby: (s) exprossly agree that it shall not be reasonable
for any of thom to rely on any allaged, non-wiltien amendment to tiis Gueranty; (b) Imveyoeably
waive any snd all right to enforoe any lleged, nor-written. emendmert to this Guaranty; knd (2)
oxpressly egroe thet it shell be beyond the scope of authority (apparent ox otherwise) for suy of
their respective agonts to Bgres fo sy non-written modification of this Guarauty, This Guatanty
mey be srecuted n sevetel counterparts, each of Which commierpart shall be dsemed an original
instrument and all of which topether shall constitute 2 single Guaranty, The failure of auy party
hetsto to execute fhis Cuaranty, or any comiterpert hereof, shall not relieve the other signatories
from their obligations herevndor, As used in this Guatenty, (i) the terms “inelnde,” “including”
and sliniler terms shall be constroed as if followed by the phrase “without being limited 1o,”
(i) any pronoun used herein shall be desmed to cover afl genders, and words jmperting the
singular number shall mean aud include the phusl number, and viee verse, (i) all ceptions to the
Sectiona hereof ave used for convenjonce and reference only and in no way defive, limit or
describe the soope of intent of; or in any way afsot, this CGuaranty, (iv) no inference in faver of,
ot eguingt, Lender or Guarantor shall be drewn from the fact that mch patty hee drafted any
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portion hereof or any other Loan Document, (v) the texm “Borrowsr™ shall mean individually
and collectively, jointly end severally, sach Borrowsr (if more then one) end shall include the
snceassors (lucluding any subssquent owner or owners of & Propexty or any part thereef or any
iterest theteln and Borrower in its capacity es debtordn-possession after the commencement of
eny bankmpicy procssding), aseigns, heirs, personal ifepresentetives, executors and
administiators of Borrewer, (vi) the term “or® hag, except where otherwise indleated, the
inclugtve meanlng represented by fhe phrase “and/or,” (vil) the words “hersof)” “herein,”
“hersby,” “heretnder,” and simdlar tertvs dn this Guaranty refer to this Guaranty as p whole and
not to any parfonler provision ot section of thiy Guaranty, and (vill) an event of defanlt ghall-
“oomtinne” or bo “continuing® until sueh event of default has been waived in writing by Lender
or cured by Botrower, with such curs being accepted by Lerder. Wherever Lender’s judgment,
consent, spproval or disoretion is required wnder fhis Guaranty or Lender shall have an option,
eleotion, or ight of determination or auy other power to decids any matter relating fo the terms
of thip CGuaranty, Including any right to defermive that something &s setisfectory or not
(“Decision Pawer™), such Decdsion Power ahall be exercised in the sole and sbeelute discretion
of Lender exoept as may be ofherwise expressly and speaifically provided herein, Such Declsion
Power and sach other power granted to Londer upon this Guaranty or any other Loan Document
may be exercised by Lender or by any anthotized agent of Lender (ioluding any servicer or
attoroey-in-fact), and Guerantor hersby expressly agoees fo reoognize the excrelse of such
Dotision Fower by such anfhorized agent. If eny provision of this Guaraniy is held irvalid or
menforcesble by final end vnappealsble judzment of the court having jurlsdiction over the
matter and pergons, such provisions shall be ineffective only to the extent of such prohibition or
invelidity, without invelidating the remaindor of such provision, is application in other
pircimstances, or the mmammg provisions of this Gueranty,

2L, Appleablo Lav; Jurlsdiction and Venve. This Guarenty shall bo governed by
and covstroed in acoordance with fhe laws of Junsdiction in which the veal property collater] for
the subjest Loun is located (“Gloverning State™), Guarantor Loreby consents to pefsonal
jurlediction in the Governing State, Vemus of any action brought to enforcs this Guatanty or any
other Loan Doouinent or any action relating to the subject Loan(s) or fhe relationships croated by
or under the subject Loan Dopuments (*Action”) shell, et the eloction of Lender, be in (and if
any Action is criginally brought in anofhar yveme, the Aot:_ian shall at the clection of Lender be
transforred fo) a state o fedéral coust.of appropriate jurisdlotion located. in the Governing State,
Guaranfor hereby consents and subruits fo the personal jurisdiction of the Governing Siate and of
feceral courts Jocated in the Goveming Siabs in connection with any Action and hereby waives
any end oll pessonal rgits vnder the laws of any other siate to object o furisdiction withiz such
State for prrposes of any Action. Cuaranior hereby walves and agrees not to aasort, s & dofense
to puy Adion or a motion to fransfer venuo of sy Action, (a) any clajm that it is not subject fo
such Jmadwum, (b) any claim. that any Aoction mey not be brought ageinst 3 or is nof
meintalnable in Mose courts or that dis Cuaranty may rot be enforoed in or by those courts, or
that it is exempt or immune from exeeution, (c) that the Actlon is brought in an, inconvenient
forom, qx {d) that the vemme for the Action is in any way hnpropet,

22 Swerability. Should any provisions of this Guaranty be found to be vodd, invalid
or nnenforceable by 4 court to compotent jritsdiction, that finding sha’l only affect the provision
found 1o bo void, invalid or enenforceable and shell not affest the remaining provisions of this
CGuaranty. '
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23, To the maxloomin extent permitted by law, Guaxautor ynoendifionally and
firevooebly weves any rights or denefits arising under AR.S, §§ 12-1556, 12-1641 threugh end
foluding 12-1644, 121645, 12-1646; 33814, 33725, 33727 end 44-142 ond Aviz, R. Civ, P,
17(E) or suwh statutes, rules of sumjm prov;tsio:m a8 may He enacted of, adopted hercafter,

IV -WIINESS WHJE‘,REDF Guaranbor has execuled oo oaged. this Guaranty to be

executed as ofthﬁ day and year first above written,

Yortoy “Soott” Menaged, Tadiviiuaily

GUARANTOR:

{Bigrature Page of Cumaranty Agroement - Menaged}
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ACKNOWLEDGMENTS

STATE OF ARIZONA ) ' ‘
)88
COUNTY OF MARICOPA )

On fhi 1bfhday of (\f&sl , 2014, before me appesred Yomiov "Soct” Mensged, fo me
personelly kmovm, who being by me duly sworn, and said Yomotov “Scotl?” Menaged
acknowledged to me that he is named us the Guaranior in the foregoing instrament and that he
did exeouts the foregoing Instrnment and that he did so &5 bis frep actand deed,

N WITNESS WHEREOR, | bave heteunto substibed my

e and affixed my

nfﬁcml seal the day and yeur las aboye written,
sz mmmuu. /
: A A NDTAHT[-?UFLQ‘%O&HI NA b :
. AN F N
lsion Sxplet b Notary Poblic
¢s W S oarie | Y

MyCumn:ussionlms

§1- [0-2.03

{Acknowledgements for Gueranty Agreement - Menaged}
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EXHIBIT A
LENDER LOANS AND ENCUMBERED PROYERTILS
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GUARANTY AGREENENT

THIS GUARANTY AGRESMENT (thls “Guaraniy”) is made as of April 16, 2014, by
Furnitre King, LILC, an Arizona Hmited Hability Company, whose address iz 303 N, Central
Agenus, Suite 603, Phoenix, Avzona §5012 (“Furnitors King” or “Guarantor™), in favor of
DenSeo Investment Corporation, an Arizona corporation (together with 1ts successor and assigns,
“Lender’, having an address af 6132 W, Viciarla Place, Chandler, Arizons 83226,

Recitals
The following yevitals ave 5 material part of this Cuarenty:

A, Apzons Home Roreclosmuwes, LLC, an Arizons limifed ULsbility cornpeny
(SATIE, whose address is 7320 W, Bell Road, Glondals, Arizona 85308 nnd Basy Investrents,
LLGC, an Axtzona Hmited Hability company(“BY"), whose address iy 7320 W, Bell Road,
(Herdale, Arizona 85308 (AR and BI are hersluafter reforred to, Individvally and collsotively,
a8 the coutext may requits, as “Borrower™) are indebted to Lender wader the forms of certaln
Loans (individuelly o “Loan® and collectively, the “Loans™), which are Hsted on the attached
Exhibit A (as may be sabsecuenily anended as additional real property are added as collateral
for the Loans), which is incorporated into this Agreament by this reference. Guarantot is or wes
owned by the owner of sach Borrowet, and Guarantor did heve and continues {0 have 4
significant financlal interest in Lender making the Loans (zod losming addifional funds), and hes |
and will continue to realiza significant finanolal benefit froin the exising and addittonal Leans,
Rech Toan is evidenced by (or will be evidenced by) a vextain Note Secured by Deed of Taust or
pther similar promissory notes, execuied by Bowowst in favor of Lender (individually a “Note”
and collectively, the “Notes™) and by & Morigage (or a "Receipt and Morlgage') {oollsctively,
the “Mortgages™), and are each seowred In part by one or more Deeds of Trust and Assignment
of Rents, deeds of trust, deeds to secure debt, or slmilar docurpenis (individuelly amd
ecolleotively, the “Security Mnstruments™) encumnberlng Borrawar's intsrest in the respective real
propextios desctibed theretn (individually a “Property” and collectivaly, the “Properties”) and
referenced in Exhibit A (a8 may be subsequently emended as additions] real property are added
a8 collaterel for the Loan), The Notes, Morigages, Ssourity Instruments, and the other
document(s) described above and all other documents end jnstruments evidanelng and/or
gectring the Loams, se originally written. or previously modified, and all amendments and
renewals thereof and replacements therefor, are vefarred to colleniively hersin as the “Loans
Docoments” or individuelly as a “Losn Document®, Ths Loan Documents ate hereby
incorporated by this reference as if fully set forth in this CGuaranty,

B, The Losns ers now in Defmﬂt'(aé defined in the respeotive Notes) end Lender has
provided Borrower with any end all notice required under each of the Loans Documents
oconcerning such Default,

C., Borrower has requested. that Tender forbear i the pursuit of Londer®s romedies,

and Tender is willing to forbear such pursuit, subjest to the terms of a Forbearance Agreoment of
even date, by and between the Borrower, Yomtev “Scott” Managed, ex individual whose adduess

ONATURE FAGE 70 CUARANTY AGREEMENT
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is 10510 Bast Suanyside Deive, Scotisdale, Axizona 85259 (“Menaged™), Guarsntor, and Lender
(the “Forbeuramse Agreement”),

D, Pursusn to the Forbearance Agresment, Lender agreed to lpan additionsl funds i,
aa gmount up to Five Million Dollars (35,000,000) to Bomower, Guarantor, and Menaged,
joiutly and sevorally (the “Additional Funds Loan®), which. Is evidensed by thaf cerfain Seenred
Line of Credit Promisscry Note (the *Additional Frmds Note™), ‘

B, Purmant to the Forbearance Agresment, Lender agreed to loan addittonal funds in
an gmount up o One Million Dollary (“61 000,000} to Bormower and Menaged, joinfly and
severally (the “Additional Loan™), which is evidenced by fhat oerain Secured Line of Credit
Promigsory Note (the “Additional Note™). (For purpoess of this Cuaranty, the Additlonal Punds
Note and the Additional Note shall be included In fhie dofinitlon on the “Notes,” Furher, the
Porboarance Agreement, the Additions]l Funds Note, the Additional Note, the Deed of Trust,
Seeurlty Agreement and the other documents execnted in cormeetion vsdth the Forbearaoe
Agreeiment shall be ineluded In the dufindtion of the “Loan Documents.”)

F.  Lender has requived that Guaantor gostanty to Lendsr the payment of fhe
Tiabilites (pg such term I8 defined in Section 2.1 hereof),

G, Absentthis Guaranty, Lender is wowilling to agree fo the térps of the Forbearance
Agresment, loan the additional funda to Boprewer pursnent to the Addifional Fuads Loan, and
the Additional Loan, and/or tp loan any other additional fimds to the Bottower, pursuatf to the
terme of ths Loan Documents.

, Agreement

Tt consideration of Lendet’s agreement to the terms of the Forbearsucs Agreement and
agieement to losn additional funds fo the Bomower, pursuant to the tewms ol the Losn
Docurmenits, the Addtions! Funds Note, the Additional Note, and the Forbearetce Agresment,
and other good and valusble consideration, the reveipt and logal sufficiency of which is hereby
acknowledped, Guerantor hereby states and agrees as follows: '

1. Requests of Gmarantor, Cuaranfor hersby requests that Lender agreo fo the
tenms of the Forbearance Agrecteent, and firther, that Lender extend additional credit and pive
financial secommodations o Bosmower, pustant to the termg of the Loan Documents, as
Borrower may desive and as Lendertuay grant, fom time fo thwe, whether to the Borrowsr alons
or {0 the Borrower and. othets, end specifically to axtend the sdditional aredit in the form of the
Additional Funds Loan and Additions! Losu,

2 Chaaranty of Liabilities,

2,1 Chuarattor hereby absoluicly and uncondifionally puavantess finll and
punctual payment and performance wiwen due of the following (collestively, the “Lizbilitles™):

(®) () sl payments dus under each. of the Notes and the Additional
Loan, including the repayment of all addifional advencss of any kind that may be made
by Lender o Borrower, whether af stated maturity, by acoeleration or othetwise, (if) any

2
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end all renswals or extensions of any such item of indsbtedness or obligation or sny part
thereofs (1if) 811 obligations and indsbisdness of any kind or nature ardsing wder my of
tha Loun Docurnents and the terms of the Additional Loan; (iv) any future sdvances that
ragy be made by Lender related.to n Losn, the Additionsl Loen, or a Property, whother
made to protect the seourity or otherwize, and whether ot not evidenced by additional
promissory notes or ofher evidences of indebtedness; (v) all futerest dus on sll of the
sarhe; (vi) all expenses, Inoluding attorney’s fees, incurred by Lender in copnention. with
the enforoeraent of Lender’s rights uader this Guaranty and all Admindstration and
Baforoeinent Bxpenges, '

() &l amownts thet ghell become due and owing to Lender at any thme
by virtue of or arising ont of any of the aots, omizsions, ciroumstancea or oonditions
referenced in any of the Notes, Loans, Rorbearancs Agreement or ofher Loan Docurments
{collectively, the “Flnancial Obligations™), including all renewals or exiongions of any
amovnt owlng or obligation under the Financial Obligations, &Il Hability wnder the
Finanoial Obligatione whethier arising wmder any of the originel Loans or the Additional
Loat, of any extension, modification, futote advance, inerease, amendment or
modification thereof, intersst dus on smoutts owing wnder the Finaneisl Obligetions at
the applioable Default aterest or other defanlt retes specified in the respactive Note(s)
and/or the tetms of the Additional Loan, all expenses, includiyg ettornsys’ fees, incusted
by Lender in connection with the enforcernent of suy of Lender's rights mmder this
Guaranty and el Admindstretion and Bnforcement Bxponses (s hereinafier definod), to
the estent the same rolate o smouns or obligitions owiog wnder the Finsncial
Obligations. A used herein, the term “Financial Oblgetions” includes any loss, demage,
cost, expense or liability incurred by Lender (inolnding attorneys’ foes and expenses and
other gollogtion and Htigation expenses) arising out of or In conneetion with any of the
following:

@  faud or wilkfil misrepresentation by Bomowet or eny of s
affillistes or Guavaninr or any agent, employes or other person whh sctusl or
appared authority to meke statements or representations on bebalf of Bonrower,
any affliate of Boxtower or Guarantor in. connectian with any of the Loans and/or
the Adtiticna! Loan (“apparent avthority™ meaning such. suthority 88 the principal
kmowingly or negligently permits the agent to assums, or which he holds the apent
ok B3 POSSOSRINE); _

() fhe gross negligence or willfil misconduct of Borrowsr or
Guarantor, or any affiliste, agont, or employss of the forepeing;

(iji} material paysical wests of any of the Properties;

(v) the removel or disposal of any sirecture located on any of the
Properties to violation of the terms of the Loan Doouments;

{v)  the misapplication, misepproprietion, or cotversion by Bo:rm#er,
gty of its affiliates or Guarantor of (A) any insurence proceeds pald by reason of
any loss, damage or destruction to a Property, (B} any ewards received in
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connection with & condemnation of all or a'portien of & Prupeﬁy, (8} éﬁy Rents or
other Propesty income ox eollateral proceeds, or (D) any Rents paid mors then ove
month in advance (neluding securlty wposits),

(vl)  following the ocerirrence of an event of defaxlt, the faflure 1o efther
apply rents of other Property ifvorme, whether sollected befma or after such event
of defalt, 1o the ordinary, obstomary, end pecessary expenses of operating the

- Subject Property of, upon demand, to deliver such verts or ofhier Property income
to Lendez:‘

(viz) failtre to toninteka fnsurancs o fo pay taxes and assessments, or 1o
pay charges for lebor or materials or othet charges of judgments that ean create
Heng on sy portion ol a Proparty;

(vl any seourity -deposns, advenee deposils or eny othsr deposits
collzotad with respact o 2 Property which are not deliversd to Lender upon a
foreclosure of the subject Property or action in Leu thereof, except to ths extent
any such seciwity deposits wers applied in aceordance with the termg and
conditions of any of the leases prior to the ccenrrence of the eveat of defauli that
gavo rise to such foreclomre or actionin e thereof; or

) amr feiltre by Barrower to comply with eny of the representations,
warranties, or covenants set forth in any of the Losn Documents,

2.2 Upon the mqum:t of Lﬁmder, Guerentor shafl immediately pay or perform
the Lizbilities when they. ot any of them becotne due or ste o be paid o pelfmmed under the
term of any of the Losh Docnments snd/or the Additiorial Losn,  Any amonnis received by
andsr from any sources and apphisd by Lender towards the payment of the Liabiliies shall b

applied o such order of application as Lendet saay from tme to me slect. AL Lisbilties shull
conclugtvely be pmbumad to have been creatod, extended, cenira(rmd, or inewred by Lender in
reliance upon this Guarenty snd all dﬂahnga between and among Borrower, thagad and.
Lender shall likewise be presumed fo be in rolance upo:u this Coarenty.

: 2,3  For the putpose of this Guaranty, “Administration and Enforcement
Expenges” shall moan all focs and expsnsas inctred at any Hime or from fime to time by I,endm,
neliding legal (whofhor for tho purposs of advive, negotiation, deoumentation, defense,
enforcement or cﬂmwxaa), anoairnting, financial a.c‘tvmory, anditing, aporatsal, valuation, 4itle or
il nmmanca, enginoeting, enviromnental, collection agenoy, or other expert or otnsulting o
girailer services, In commechon with: (8) the Forbearance Agroement, hncludmg the negotiations
and prepacations of the seme, (b) this Guaanty, including e negotistions and preperations of
the game, () the Loaz Dovuments and any amendments or modifications of a Loan or any of the
Loan Dociments, whether or not consuwinated; (d) the administration, seryviohng or enforcement
of & Loan or any of the Lok Documents, including eny roqaest for mfmpw’mtm or modification
of the Logn Documents or any matter related 0 & Toan or the servicing thereof (which shell
includs the ccnsideration of any requests fox consents, walvers, modifications, epprovals, lense
reviews or similer matters and any proposed trensfer of any Property or any inferest therein), (&)
any litlgatlon, ccmtest, dispute, sut, arbitration, medietion, proceeding or action (whether
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ingtitnted by or against Lender, lacluding actons brought by or on behalf of Bortower or
Borrower®s bankraniey estate or any indersnitor or gharamtor of » Loan or sy other persen) in
any way relating to a.Loan ot the Tosn Documents ncluding fn connection with, any havkmupiey,
reorganization, fnsokveney, or recelvership proveeding; (£} eny sttenypt to enforee any rights of
Lender agalnst Borrower, Menaged or any other person that mey be obligatad to Lender by
yirtus of aiy Loan Document or otherwize whether or not litigation {s commenced in pursuanes
of such rights; and (2) protection, enforsement agafost, or liguidation of & Property or any other
collateral for a Loan, inclnding any atfiempt o inspect, veilfy, preserve, restore, ccllect, sell,
lguidate or otherwise dispose of or realizs upon & Loaw, the subject Property or any other
oollataral for a Lomn, :

3, Additional Advances, Renewals, Extensions and Releasps, Guasanior hereby
agrees and oongents that, without notics to or further consent by Guarantor, Lender may make
additlonsl advances with vespsct to any of the Loans, the Additional Loan, or eny of the
Properties, and the obligations of Borrower, Menaged or auy other party in conmection with the
applicable Loan smdfor Additions] Loan, may be renewed, extended, mndified, socelerated or
redoased by Lender as Lendet may desm advisable, and any collatersd the Tender may bold ar in
which the Lender may have an inferest muy be exchanged, sold, released or soendered by i, as
it may deem adviseble, without inpelting or affecting the obligations of Guarantor hersundet fn
any way whatsoever, ‘

4. Watvers.

4,1  Guatantor hereby weives each of the following: (8) any and all notice of
the accoptaace of this Guaranty or of the creation, renewal or aoorual of any Lisbilities or the
dobt related to sndlor stemizing from the Notes mud/or Additlonal Loan, present or foture
(nchoding eny additional advences mede by Lender under any of the Loan Dosuments) (ths
“Delit?); (b) the reliance of Landoer upon this Guaranty; {¢) notiee of e existencs or creation of
any Loan Document or of any of tho Lisbilitles or the Debt; (d) protest, prosentrient, demand for
payment, notice of defanlt or nonpayment, noties of dishonor to or npea Guatandor, Borrowet,
Menaged or any ofher party liable for any of the Liabilities or the Debt; (8) eny and pll other
notjeos or forraalities to which Guarantor may ofherwise be entitled, inchuding notice of Lender"s
geanting the Bortower or Menaged any indwlgences or extensions of e on the payment of any
Liabilities or the Debt; and {6 nromptaess in making any clatm of demand herewndor,

42  No delay or failure on the part of Lender in the exeteise of any right or
remedy against sny of Barrower, Menaped oy Grarantor shall opernte ag a weiver thereos, and o
single ot pastial exercise by Lender of any right or remedy herein shell precluds other or firther
exercise thersof or of any ofher tight or semedy whether contained herein, in a Note, in the terme
of the Additional Loan, or any of the other Loan Documents. No action of Lender permitied
herennder shall inany way topair or affect this Guatanty, '

4.3 Guarsntor acknowledges and agroes that Guarentor shell be and remain
absolitely and tmeonditionally Lable for the foll amewnt of af] Liabilities notwithstanding wey of
the Following, and Guarantor watves any defense or eounterclaims to which Guarantor msy be
antitled, based upon any of the following, dn any proceeding (without prejudice to assert the
same In a sepurate canse of action ai o later time): ~
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(a)  Anyor all of the Ligbilities betog or bereafter becoming invalld or
otherwise urenforceable for any ieasom whatsoever or bejug or hereafler becoming
telensed or discharged, in whols or in part, whether pursuant 1o a proceeding under any
bankruptey or insclvency laws or otherwise; or

(b}  Lender failing or delaying to properly perfect or continue the
perfection of any seeurity intersst or lien on any property which securss any of the
Linbilities, or fo protect the property cavered by such security inferest or snfores its rights
respecting such property or security inferest or

(o)  Lender falling to give notice of any disposition of any property
gerving as collaters]l for any Liabilities or failing to disposs of such collateral in a
cormercially reasonable manner; or

. (@) Any other ciroumstance that might otherwise constitwie v defnse
other than payment in foll of the Lishilities,

5, Guaranty of Paywent. Cuaranfor agrees that Guaranior’s Hability berenndes is
primary, absolute and unconditions]l without regard fo the Hebilily of eny ofher party, This
Cuoasanty shall be consttnsd as an abisolute, Itvevocable and wneonditionsl puaranty of pavioent
end performence (end not & gnaranty of collection), mthout togard o the validity, vegularity or
exforceability of auy of the Tiabilities,

8, Guaranty Effective Regardless of Collateral, This Guarsnty is made and shall
conthme as to eny and all Liabilities without regard to any lieng or secwiiy inferests in any
collateral, the validity, effectiveness or enforceability of such Hens or security inferests, or the
existence or validity of any other guarentics or rights of Lender against auy other obligors. Any
end. 2]l such collateral, security, puaranties and rights against other obligors, if auy, may flom
time to time withous netice to o congent of Guarantor, be pranted, sold, released, surrendeiad,
exchanged, sefled, compromised, waived, subordineted or modified, with or without
consideration, on such ferms or conditions as may be acceptable to Leader, withoul in any
manier affeciing or tupairing the lahilides of Guarantor, Withoul limiting the generality of the
foregoing, 1t {s acknowledged that Guarantors Lability he