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NOT BORN YESTERDAY: HOW SENIORS CAN
STOP INVESTMENT FRAUD

WEDNESDAY, MARCH 29, 2006

U.S. SENATE,
SPECIAL COMMITTEE ON AGING,

Washington, DC.
The committee met, pursuant to notice, at 10:10 a.m., in room

SD-106, Dirksen Senate Office Building, the Hon. Herb Kohl
presiding.

Present: Senator Kohl.

OPENING STATEMENT OF SENATOR HERB KOHL,
Senator KoHL [presiding]. Good morning. I would like to call this

hearing to order at this time, and we welcome our witnesses.
I would like to thank Chairman Smith, who will be here in a

minute, for working with me on today's hearing to shine a bright
light on the disturbing and growing problem of senior investment
fraud.

We have all heard stories of seniors losing their money through
one scam or another, things like foreign lotteries, telemarketing
schemes, identity theft. But today's seniors are facing new risks.
Many are struggling to meet rising health and day-to-day living
costs, bearing more risk in their pension plans, and anticipating
long-term care expenses. Too many are finding that their savings
are just not enough.

Faced with this shortfall, many seniors are turning to invest-
ments to increase their retirement income. Some are investing
wisely and building the savings they need. But sadly, others are
proving too easy prey for con artists ready to steal their hard-
earned and harder to replace money.

Investment fraud is on the rise. My home State of Wisconsin saw
a 21 percent increase in the number of financial abuse cases re-
ported in 2004. Experts estimate that only 1 in 25 cases are re-
ported Nation wide.

Today, our witnesses will describe the many faces of senior in-
vestment fraud-investment seminars designed to steal seniors'
personal information, Ponzi schemes, trumped-up senior specialists
who have no special financial training, and callable CDs, just to
name a few. Regardless of the scam, the outcome remains the
same. Seniors lose their irreplaceable retirement income.

You don't have to look too far to find an example near you. In
Wisconsin, we heard the story of a retired dairy farmer who in-
vested $85,000 in what he was told were gold coins with promises
of an 8 percent to 40 percent return on his investment. Little did
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he know that he was being drawn into an intricate interstate Ponzi
scheme, and he will probably never see his money again.

We have also heard from an attorney in Milwaukee who tells the
story of her client losing $40,000 to a questionable estate planner
who convinced a senior to invest in his business venture. The busi-
ness venture didn't exist, and the senior's money was gone.

Let us make one thing clear. Investments are not a bad thing for
seniors. They can be useful retirement income vehicles. It is the
bad actors and the criminals who peddle fraudulent investments
that we must stop.

Today's hearing will be just a first step. One of the keys to stop-
ping senior scams is to educate seniors looking to invest. To that
end, I have developed a tip sheet to help seniors know what to
watch out for when investing and where to turn for help. This
handout will be available to Wisconsin seniors through my office,
and we encourage other States to use it as a model to distribute
to their seniors as well.

I also plan to continue working with our expert witnesses on leg-
islation to protect seniors from scam artists. We need to tighten
rules that require sellers of securities to disclose their credentials
and training, as well as any hidden fees or high-risk investments
that they sell. We should also make it easy for seniors to check out
specific sellers to ensure they are reputable and to increase pen-
alties for those who run these scams.

We need to make sure that Federal and State law enforcement
officials have the training nnd the resoQurces they need to iuvcs-
tigate and prosecute senior investment fraud. Finally, we need to
pass the Elder Justice Act, which includes key research and train-
ing provisions to combat investment fraud.

As our population ages and seniors live longer, they will look for
ways to make their retirement income last as long as they do. We
need to make sure that they can invest wisely, without the added
worry that an unscrupulous advisor will run off with their money.

If seniors take away one message from today's hearing, I hope
they will remember this. It took you a lifetime to save your retire-
ment income. So take just 5 more- minutes to make the call that
could protect it.

We look forward to hearing from our witnesses, and we have our
first panel in front of us. Our first witness today is Mrs. Ruth
Mitchell from Columbiana, OH. Mrs. Mitchell is here to tell us her
story of how she and her husband were bilked out of close to
$100,000 of their retirement savings in an investment Ponzi
scheme.

After her, we will hear from Mr. Barry Minkow. Mr. Minkow was
charged and convicted of a variety of securities fraud in the late
1980's. Following his almost 8 years in prison, Mr. Minkow has
worked with law enforcement and corporate America to uncover
and eliminate investment fraud. Mr. Minkow also serves as senior
pastor at Community Bible Church in San Diego, CA.

We welcome you both here today, and we look forward to your
testimony. First, Mrs. Mitchell.



3

STATEMENT OF RUTH MITCHELL, VICTIM OF INVESTMENT
FRAUD, COLUMBIANA, OH

MS. MITCHELL. Thank you. Good morning.
At this time, I would like to thank the Senate panel for inviting

me to testify about the fraudulent investment that we became in-
volved in 1994.

My husband, Len, and I lost $100,000 in a scam orchestrated by
Barry Korcan from Beaver, PA. Barry Korcan owned a large CPA
firm, and he had done my husband's corporate taxes and payroll
for over 20 years. My husband retired in 2004 at age 80. Barry
Korcan also did our personal taxes for 18 years.

In 1994, Barry Korcan started an investment company called
Guardian Investments and sold Len and I real estate bonds. We
were promised 8 percent interest on these bonds. We had decided
to downsize and build a smaller house than the one we had at that
time in Pennsylvania, and we moved to Ohio in 2002. At that time,
we were supposed to have had $100,000 in the bond account.

We received quarterly statements and an interest check. It is ap-
parent now that the interest was either our own money or someone
else's money stolen from them. In February 2005, when we had not
received our interest check in January, we called his office and sev-
eral times were put off by the office staff, and-Barry Korcan would
not come to the phone.

Finally, on Ash Wednesday of 2005, which fell in February, we
were told by the office staff that they did not know anything about
bonds or interest, and their office was shutting down permanently
that Friday. We were stunned.

We contacted a local Edward Jones agency, and the owner of the
agency worked with us for about 4 hours the day after Ash
Wednesday to find out what had happened and to try to transfer
the bonds to Edward Jones. He finally called the district attorney's
office in Beaver County, PA, and they advised him to call the Bea-
ver County detective agency.

We were then told it was a giant scam, and the government was
seizing everything that Barry and Heidi Korcan owned. He stole
$11.5 million from 39 victims. Almost all of the victims were busi-
ness people or doctors or other people who had the funds to buy
these bonds. You could only get in the bond program with $30,000
or more.

We were devastated. I am 64 now, and my husband is 82. In our
lifetime, we can never make that money again. We own our own
home, free and clear, and we do not owe anyone a dime. But not
having that cushion is really frightening.

I was a lifelong figure skating instructor, and I have recently
gone back to work at teaching ice skating at the Ice Zone in
Boardman, OH, just to try to build a small cushion for us.

Barry Korcan was also our neighbor. We bought our lot from him
in 1996. We realize now that he had been stealing from us for 2
years when we paid him another $30,000 for this lot. He sat at our
table for dinner and was a guest at my husband's surprise birthday
party that I had for him-at a 75th surprise birthday party I had
for him at a local restaurant.

As a result-of this theft,~ I was under. my doctor's care for depres-
sion and nerves for about 7 months. I lost a lot of weight, and I.
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could not eat or sleep. My husband was absolutely crushed because
he trusted Barry like a son. Finally, I began to realize that the only
way that I could heal was to help other people in the same situa-
tion or to help other people in becoming more careful about their
investments.

I have given talks in the past on various subjects and, most re-
cently, gave a talk to the local AARP chapter in Columbiana, OH.
The Pennsylvania Securities and Exchange Office from Pittsburgh
worked with me and provided me with handouts for the people,
and the talk was really very well received.

I want to be able to talk to people not as an expert, certainly,
but as a "been there, done that" individual. I seem to be able to
heal a little by helping others to avoid such a trap.

Barry Korcan will be sentenced on April 28 at 2 p.m. in the Fed-
eral Court in Pittsburgh. We will be there for the sentencing.

No matter what sentence he gets, it will not help us recover our
money or the other victims recover their money. I can only hope
that Len and I can heal completely and the other victims will find
some sort of peace or closure.

Thank you so much for your time.
[The prepared statement of Mrs. Mitchell follows:]
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Written Statement of Ruth Mitchell

INVESTIGATE BEFORE YOU INVEST is the slogan that the Pennsylvania Securities
and Exchange Commission stamps on the outside of all the envelopes that they mail out.
How appropriate! I wish someone would have stamped that on our foreheads a long time
ago. I will tell you in this written statement exactly how my husband, Len and I lost
$100,000. We were informed on Ash Wednesday 2005 that Barry Korcan CPA had
stolen $1 00,000 from us. Barry Korcan was our investment person. However, he was
more than that. He owned a large CPA firm in Beaver, PA, and he had done my
husband's corporate taxes and payroll for over 20 years. He also had done our personal
taxes for 18 years. He lived two doors from us in Evergreen Hills in Chippewa Township
in PA. Barry Korcan started stealing from us in 1994.and he started to steal through the
years from 39 other victims. Barry Korcan started Evergreen Hills Developmentin 1990
and we bought our lot from him in 1996. It is now apparent that he was stealing from us
for two years when we paid him another $30,000 for our lot. He sat at our dinner table
and socialized with the entire neighborhood. He and his wife, Heidi, attended Len's
surprise 75h Birthday Celebration that I had for him at a local restaurant.

Barry Korcan stole eleven and one half million dollars from his victims. He and his wife,
Heidi, lived an extravagant lifestyle. New Cadillacs, boats, sports cars, vacations, homes,
etc. Barry and Heidi hobnobbed with all the Pittsburgh pro hockey and pro football
players, eyen to the point where Mike Webster from the Steelers lived with them for a
time when he got into such financial difficulty before he passed away. Barry gave him
money, victim's money, but in the end Barry possessed all four of Mike Webster's Super
Bowl rings. Barry showed them off at a swim party across the street where we lived, at
Dr. Tim Jackson's house. My husband even tried one of the rings on!

I was a lifelong figure skating instructor and power skating coach for hockey, and Barry
and Heidi were in my adult night classes at the Beaver County Ice Arena near Beaver, PA
in the early '80's. I did not care much for Barry Korcan's personality at that time. There
was something about him. Arrogance, I guess. I never thought he was a thief in the
making, but he did not treat women particularly well. Len felt, even though I did not like
Barry, he ran a big business and he would do well with our money. HE DID WELL
WITH OUR MONEY ALL RIGHT!

When we were made aware of the theft, which was finally uncovered, -we understand, by
an IRS audit, I was so mad and so upset that I nearly had a nervous breakdown over the
entire thing. I was under my doctor's care for about 7 months for depression and
nervousness.

Also, our house was besieged with television stations, postal authorities and newspapers.
Also, the S&E people from the Pittsburgh office were here. We could not go anywhere
and still cannot, without someone asking about this theft and how it is coming along and
how are we doing. So much for a happy and relaxed retirement!

To
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After I got over being so angry, I began to pray a lot about what had happened. We did
have a great support system from friends, fellow parishioners at St. Jude in Columbiana
and our neighbors, and that made it difficult to stay mad forever. Plus, we have a beloved
little Bichon Frise dog named L.G. and he tried his best to keep us happy. I could not
keep feeling bad with his little black eyes looking at me with so much love in them.
Thank Heaven for L.G.!

In the fall of 2005 we were contacted by the US Attorney's office and advised that Barry
Korcan's indictment and sentencing would be coming in the months ahead. The
government seized everything that Barry and Heidi Korcan owned and we were told there
will be some retribution, but nothing like what we lost.

We have several friends, all business owners and my husband's former cardiologist who
lost money due to Barry Korcan.

Barry Korcan used; I believe the word is call affinity, to get close to his victims. In our
case, he did our taxes and he knew exactly what we had. However, in 1991 1 was
involved in an automobile crash that was caused by another driver not being careful. I
had to have eight orthopedic surgeries on my hands, arms and shoulders. I had to quit
teaching and lost all of my students to other teachers in the Pittsburgh area. I received a
settlement three years later for $108,000. Barry was aware of this, and he talked to Len
about investing our settlement in his really good investment plan with Guardian
Investments. Barry knew exactly what he was doing, I realize now. I now do not have a
full time teaching career, I do not have good hands or arms, plus I do not have the money
he stole from us.

Len and I were the only people to step out and tell our story, and some of the other
victims called us. A woman from Virginia, who used to live in Beaver Falls, PA, called
us several times. Barry Korcan's sister Andrea Buzza and this woman were in college
together at Geneva in Beaver Falls, PA. They were really good friends, even being in
each other's weddings. Well, at a relatively young age the woman from Virginia lost her
husband from a heart attack. Andrea suggested to her that she invest all of the life
insurance money with Barry. Barry Korcan stole every cent of the life insurance money
from her husband's death. There was also another inheritance she had, which she lost to
Barry. She never took any "interest" from her investments, so she lost everything.

One of Len's good friends, the owner of a home building company in Chippewa, lost
about $400,000. He trusted Barry because Barry had always been his accountant and tax
person. He is 74 years old and in terrible condition. We talk to him every so often.

There is a couple from Florida, the Gumpfs, who knew Len a long time ago. They called
us a couple of times. They lost about $30,000. I do not know what connection they had
with Barry Korcan. We also had an orthopedic surgeon who used to live in our
neighborhood in Evergreen Hills call us. He saw our story on timesonline.com. His
name is Lawrence Bell. He lost money to Barry, but not in this bond scam, and about
$25,000. I do not remember where he moved his practice but it is still in PA but in
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another part 'of the state. He lived next door to Barry so that is how he got sucked into.
the system. Barry never even gave him any type of paper work, he said. I have not heard
from Dr. Bell since last year.

Barry Korcan even got to the point in our neighborhood, Evergreen Hills, which he
developed, that he did not want to purchase mulch every year for the entryway beds. So,
we had a neighborhood meeting and formed a landscaping committee and most of the
families contributed $100 towards the upkeep and I did all the work. No one else would
help. Now, I realize Barry was stealing our money and-I was doing all the mulching,
weeding, pruning, etc. There were some of our neighbors that really hated him, but they
never thought he would steal money. I felt that way, also, of course. Barry Korcan's
wife, Heidi, always looked down her nose at me and some of the other people who would
go out and get their hands dirty. Heidi was always perfect. She went to work with Barry
everyday in gorgeous clothes, her hair and nails perfect. Barry even had a tanning room
put into their new office building in Beaver, PA so she could keep up her tan. I feel
Heidi Korcan knew everything that was going on. Her name was on all of the income tax
records. Barry and Heidi owe the IRS 1.2 million dollars. Her name- is also-on some of
the other documents of things they owned; such as Daugherty Development.

I will tell you know how he masterminded this Guardian Investment scam. He got people
to give him large sums of money and he was supposedly going to purchase real estate -
bonds. He never purchased any real estate bonds for anyone. There was never a
Guardian Investment Company. Everything we received, such as the statements were
phony and the "interest" checks were not interest at all. This entire thing existed only in
his computer. The next whammy was that we-paid income tax on this "interest" all of
these years. We were only allowed to file amended taxes for three years. So, it boiled
down to all of us gave Barry. Korcan our money at no interest to him to use for a lavish
lifestyle and fund his CPA business, etc. When you think about it, it makes you so angry.
Here was a man-who had a large business and had a really good life, but he was not
happy with that. I said to a detective."Why couldn't he have been happy with what he
had?" The detective said "Hitler wasn't happy with just Germany, either."

Because we stepped out and told our story and made ourselves available for interviews,
the US Attorney handling the case has asked us to appear in Federal Court when he is
sentenced to read victim's statements. Barry Korcan will be sentenced on April 14",
2006. Oh, by the way, that day is Good Friday?

We saw television footage of him coming out of the Federal Court House in Pittsburgh at
his first hearing on January 5, 2006. He is 49 years old and looked like he was 75. His
hair is completely grey and his skin was hanging off his bones, he had gotten so thin. I
guess he wrote his own-story. I know money is not what makes your life, but it is awful
to save and save your money and get your home paid-for and not owe anyone anything,
and think you can retire comfortably and then have so much-money stolen from you. We
do not live lavishly at all: However, if we wanted to go out to dinner or have company to
our home- for dinner we could. We-have had to completely cut out all of things we
enjoyed doing. I recently accepted a position with an ice arena. The IceZone in
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Boardman, Ohio as an instructor to try to build us a little cushion. I will be 65 years old
this year, so I hope I can keep skating for a few more years. Len, however, did not retire
until age 80 in 2004. He is now 82. He is in really good condition, but working in his
profession as an architect is probably not a possibility. He was a partner with WMB
Architects in Beaver Falls, PA and they just did commercial work. Those kinds of jobs
take so much time and so much energy to produce.

Some of the things we have learned are NEVER give money to a person that works alone
as a "broker". If the person who sends you an interest check signs it personally, be wary.
Also, watch the lifestyle of your investment person. Lavish usually spells thief.

Make sure the person is licensed with the Securities and Exchange Commission. Each
state has an office at the Capitol. Ask questions and do not be afraid to hurt anyone's
feelings by asking about their track record or integrity.

I recently became aware of the fact that there are three states that do not require
investment people to register. My state Ohio is one of them. Pennsylvania requires
registration but if someone is a thief they will not call S&E to talk to them, certainly.

I based this written testimony on our experiences. I have already used our experiences to
give a talk to the Columbiana, Ohio AARP group at a luncheon a couple of weeks ago.
My goal is to be able to reach out to people who have been wounded or primarily to talk
to groups of people to let them know how easily this can happen. I want to speak as a
"Been There, Done That" person. Hopefully, I can turn this lemon into lemonade.

I think Len and I will survive thi ordeal The -ny -vy I can t help o-he.J. I
hope I have that opportunity in the future to help people before it is too late for them. I
wish we had heard from someone like my husband and I before we lost our money.
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Senator KOHL. Thank you, Mrs. Mitchell, for your moving state-
ment.

Mr. Minkow.
STATEMENT OF BARRY MINKOW, FORMER SCAM ARTIST, SAN

DIEGO, CA
Mr. MINKow. Thank you, Senator Kohl.
It is a real privilege to be here this morning, and thank you for

having me.
I guess what I would like to say is the reason the problem of in-

vestment fraud is happening on such a large scale, as indicated in
the written testimony, is there seems to be this kind of perfect
fraud storm, appreciating housing market. As a former perpetrator,
much to my shame, we would identify victims by their ability to
invest.

So now people who would normally not be "targets," who have
equity in their homes in an appreciating housing market, suddenly
become targets. They are also not satisfied with the current stock
market returns in the last 5 or 6 years. That creates a fear of not
having enough, the fear of outliving your money. There is, you
know, under performing CDs.

So there is this environment for fraud. It is like this perfect
fraud storm. Low interest rates, can't put my money in the bank
and get any high returns. Kind of equity in the home sitting there.
Wall Street isn't working. That is the environment where people
will infiltrate and exploit. That is what I am seeing both on the un-
covering side and then, of course, sadly and much to my shame, in
the 1980's when I perpetrated.

Some of the techniques we use, everything is on the table. I can-
not tell you in the last 20 years, from being the perpetrator now
to working undercover, I have never seen, Senator Kohl, the unbe-
lievable "will do anything to defraud" kind of approach. In my case,
much to our shame, we created some 20,000 fraudulent documents
to fool the auditors. I am not proud of that.

However, today, I am seeing-this came to me Friday. This is an
original check. This is an original check. I am glad to show it to
you. This is a sweepstake. An elder man in our church came to me
and said, 'This is a $2,900 check to me." He said, "I called the
bank, and it is good."

The perpetrator of this sweepstakes fraud, and I have it right
here-the original document-ID theft an insurance company, a
life insurance company in Massachusetts. Printed their account in-
formation on this check, and sent it to a guy, saying "you won."
Once he deposits it, not only will it bounce, but he was also asked
to return a higher amount of money.

I have never seen this kind of ID theft on an active checking ac-
count, $2,900. Somebody who is not sophisticated thinks, "Yes, I
won the Canadian lottery," even though they probably never en-
tered. It is just people will stop at nothing, it would appear, to de-
fraud-phony financial statements, promises of outrageous returns.

The other thing is affinity seems to be a big problem. Mrs. Mitch-
ell mentioned that this person was a close friend. Affinity in
churches. The Securities and Exchange Commission-don't believe
me, just ask them or Karen Patterson at the Department of Cor-
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porations in California how preeminent affinity fraud is in church
groups. You tend to put your guard down when somebody from
church comes to you with an investment opportunity.

In the black community, it has been in Chicago Development and
Planning, a fraud we uncovered. Ware Enterprises, this guy is
doing 18 years in Florida. It was an affinity fraud, especially at
NFL players because he used to be someone who was in that pro-
fessional football arena.

This affinity thing is huge. That is why what I think Mrs. Mitch-
ell said about reverse affinity, somebody who is their age saying,
"Yes, don't do this," may be effective as well.

We are seeing points of similarity in frauds, and we are also see-
ing people that will go after the elderly and be a comfort for them
that they may not be getting from their son or daughter. They will
come in and be a friend, and they will take your money. But they
will provide that emotional need that may not be-when you are
elderly, maybe you are alone more, and they will be that friend.
They will also take the money. So there is this vulnerable area as
well.

I am trying to get everything in on time here. Also here is what
I think can be done. You mentioned in your opening statement
about proactive work with law enforcement, not waiting. Tradi-
tional law enforcement is this. Wait until Mrs. Mitchell comes with
her fraud.

What we have tried to do is infiltrate ongoing financial scams in
Drogress before law enforcepmnt knew bhunit. it so monea can be
frozen and victims can get their money back.

Just a month ago, we were about to do that in the 12 Daily Pro
auto surfing scam. Fifty million dollars frozen, made the front page
of the Wall Street Journal. Now victims are going to get recovery.
This is a new approach.

Now the problem is, is the average person, when they think a
fraud is going on, goes to the FBI or they say, "I think a fraud is
going on." They are like, "We are understaffed. What do you got?"
"'Well, I just think."

The advantage of having been prosecuted by every law enforce-
ment branch in the Nation, me, I know what meets the burden of
proof that they need to prosecute. So we put 50-page reports to-
gether identifying the fraud, pointing out the bank accounts and
records, auditing the sources and uses of cash, bringing them the
promoter's prospectus, and infiltrating the fraud.

On my way here, I was on the phone doing a wiretap for the FBI
on an ongoing financial fraud promising 10 to 1 returns. So it is
a new, fresh approach.

I have got 10 seconds. You should see me at church when I go
long. It is really bad, Senator.

Also we want to increase the perception of detection and increase
the perception of prosecution. That is the only thing that stops peo-
ple from perpetrating crime is if they know there is an increased
likelihood that they will be caught.

I am sorry. I am out of time.
Senator KoHL. Thank you very much, Mr. Minkow.
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Mrs. Mitchell, how has this terribly unfortunate loss of your
money changed your retirement plans? You indicated you have had
to go back to work. Is that what you said?

Ms. MITCHELL. Yes, I am teaching ice skating. I teach both figure
skating and power skating for ice hockey, and I am doing that
about 4 times a week now, 4 days a week.

Senator KOHL. Who are you teaching?
Ms. MITCHELL. At the Ice Zone in Boardman, OH. Did you ask

me where?
Senator KOHL. Who are you teaching?
Ms. MITCHELL. Oh, who am I teaching? I am teaching little kids

through adults, and I am teaching hockey players. I have had over
30 years experience at coaching. So I am pretty much back in the
groove again except for my age.

Senator KOHL. Are you enjoying that?
Ms. MITCHELL. I am enjoying that. That actually helps to heal

me, too. But I just love to teach, and I love to teach skating. I will
also be starting a class for blind people. I have worked with blind
people on the ice for many years.

Senator KOHL. That is great.
Ms. MITCHELL. It is hard on me because I am a little bit older,

but yet I seem to be accepted at that ice rink as being an older
coach. I was afraid they would think of me as just being someone
that was just too old. But the younger coaches are sometimes look-
ing at me for advice on how to handle this, or how do you convey
this message?

Senator KOHL. That is great.
Ms. MITCHELL. I think it is probably going to work out. I hope

I can skate a few more years.
Senator KOHL. That is great.
Ms. MITCHELL. For fun, I skate on a synchronized team. They

may kill me on that one, but [Laughter.]
Senator KOHL. Good for you.
Ms. MITCHELL. Thank you.
Senator KOHL. If you could give a senior one piece of advice re-

garding investments, what would it be?
Ms. MITCHELL. The one piece of advice that I would give seniors

is a logo that I saw stamped on the Securities and Exchange from
Harrisburg on their envelopes, and it says, "Investigate before you
invest." We did not.

Also watch for a too lavish of a lifestyle, which Heidi and Barry
Korcan had too lavish of a lifestyle. I mean, they hobnobbed with
all of the Pittsburgh Steelers and the Pittsburgh Penguins. Mike
Webster lived two doors from us with them before he passed away.
Barry Korcan gave him money because he had gotten into such fi-
nancial straits.

Senator KOHL. Yes.
Ms. MITCHELL. At a swimming party in our neighborhood, Barry

Korcan showed off all four of Mike Webster's Super Bowl-rings. He
was in possession of them. So I would say watch for lavish life-
styles, and- don't be afraid to- hurt someone's- feelings by asking
them questions.

Senator KOHL. That is very important..
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Ms. MITCHELL. Like, "Are you honest or aren't you honest?" Also
call your Securities and Exchange Commission to see if they are
registered.

I understand there are three States in the United States that
don't require investment people to register. One of those States is
Ohio. One is Colorado, and someone said they thought the other
one was Wyoming, but I am not certain of that. But there are still
three States. But, of course, Barry wouldn't have registered any-
way.

Senator KOHL. You are saying, for certain, you must be abso-
lutely positive about who it is with whom you are investing?

Ms. MITCHELL. Absolutely. Check out every avenue.
As Securities and Exchange people from Pittsburgh have told me

that when they talk to seniors at expos or symposiums, they can
talk until they are blue in the face, and they know that the point
is not coming home because people are still sitting there, saying,
"Oh, I have known this person for years. It will be fine." That is
not true. Look what happened to us.

Senator KOHL. Absolutely.
Ms. MITCHELL. He did my husband's corporate taxes for 22 years

and lived two doors from us.
Senator KOHL. Thank you.
Ms. MITCHELL. You are welcome.
Senator KOHL. Mr. Minkow, what eventually led to the discovery

of the fraud that you were committing?
Mr. MINKow. The good work of an investigative reporter at the

Los Angeles Times uncovered May 22, 1987, that in the past I had
to keep cash-flow coming in to pay off the "Ponzi scheme," had done
some credit card overcharging.

So, what happened was, is after that article was printed in the
LA Times, I had been on Oprah Winfrey. I had had a lot of positive
publicity. Now people started to-and I think it goes to what Mrs.
Mitchell was saying-critically look at me. While I used to be able
to get around the due diligence process, now they wanted inde-
pendent proof of profitability, and it eventually led to my demise.

But the point there is not just who, but what the investment
was. Normally and regularly, people weren't earning 40 percent
gross profit margins in the carpet cleaning restoration business.
While I had been able to kind of handle that and the big publicity,
young entrepreneur, once they pointed a critical eye at me, I was
through.

The number-one thing that we perpetrators can't stand, Senator
Kohl, is critical thinking. We want you to love us. We want you to
think the best of us. We want you to know that your friend has
been getting checks for 5 years on time, and that is all the due dili-
gence we want you to do.

As Mrs. Mitchell said, you have to go deeper than that. You have
to look at the industry, check out if the returns are consistent that
are being offered in that industry, and do more due diligence. So,
to your point. Sorry, long on that answer. Sorry about that.

Senator KOHL. From your perspective, what are the red flags
that seniors should be looking for when they are thinking about in-
vesting their retirement income?
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Mr. MINKOw. Yes. I think, No. 1, the regulation industry, I think
seniors and the investment public in general do not know how to
define a security under the Howey test, and you don't have to be
a lawyer to do it. Basically, people think "security," they think, oh,
stock or bond. A security is any time I ask for investment money
from Mrs. Mitchell and invest it in widgets or the foreign currency
markets or anything, and I am guaranteeing her a certain return,
that constitutes a security.

Therefore, I need to be blue skied in every State I am offering
it. I need to be a licensed broker/dealer. If I am offering her-and
this is almost in every single case-incentivizing the people that
are in the deal financially by bringing in their friends. That is how
we promote these things.

So, we pay commissions. That is a red flag. Because unless the
person bringing in the new investment money is a licensed broker/
dealer, they can't receive commissions. So the whole understanding
of what a security is.

Second, normally and regularly test. Normally and regularly. De-
spite all the nice people out there who have been receiving returns,
do people in this industry, are they able to generate these kinds
of returns? Don Scott, 79-year-old Don Scott, who watched-he was
in a factoring deal, and he said they promised him 24 percent to
30 percent a year returns.

He happened to see me doing an interview where I said about
factoring, normally and regularly, people in this industry can't af-
ford a cost of capital of 30 percent annually. They just don't have
those kind of margins if it is legitimate. Caused him to think criti-
cally about his investment. We investigated it, uncovered it, and he
got his money back.

So this objective thinking, not the subjective. "My friend brought
him to me," that kind of thing. Knowing what a security is. Watch
this. Don't invest out of fear or greed. We offer high returns be-
cause high returns blind objectivity. We offer fear because we want
people to think that they are going to outlive their money, and we
will stop at nothing.

Senator KOHL. Good. Well, we thank you very much for your tes-
timony, Mrs. Mitchell and Mr. Minkow. It has been very helpful.

Mr. MINKOw. Thank you.
Senator KOHL. I appreciate your being here today.
Mr. MINKow. Thank you, sir.
Senator KOHL. So we have a second panel. The first witness on

the second panel will be Patty Struck. She is the president of the
North American Securities Administrators Association. Ms. Struck
also happens to be from my home State of Wisconsin, where she
serves as administrator of the Division of Securities with the Wis-
consin Department of Financial Institutions.

She will share with us the State security administrator's perspec-
tive on the growing problem of senior investment fraud.

Our second witness will be Elisse Walter, who is the executive
vice president for regulatory policy and oversight of the National
Association of Securities Dealers. NASD serves as the primary pri-
vate sector regulator of the securities industry. Ms. Walter is here
to share with us NASD's efforts to combat senior investment fraud.
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Finally, we will be hearing from Susan Wyderko of the Securities
and Exchange Commission. She is the acting director of the Divi-
sion of Investment Management for the SEC. Ms. Wyderko will tell
us what the SEC, which is the Federal Government agency charged
with regulating the securities industry, what they are doing to stop
senior investment fraud.

Thank you, all three of you, for being here. Ms. Struck.

STATEMENT OF PATRICIA D. STRUCK, PRESIDENT, NORTH
AMERICAN SECURITIES ADMINISTRATORS ASSOCIATION,
INC. (NASAA), WASHINGTON, DC
Ms. STRUCK. Senator Kohl and members of the Committee
Senator KOHL. Do you want to turn on your button?
Ms. STRUCK. Senator Kohl and members of the Committee, I am

Patty Struck, and I am honored to be here to. highlight the activi-
ties of State securities regulators in protecting senior citizens
against investment fraud.

Our cases of senior investment fraud may not make national
headlines, but they are devastating to the victims and their fami-
lies. What would any of us do if it were our parents turning over
their retirement nest eggs to smooth-talking senior specialists pro-
moting unsuitable investments?

Seniors today are bombarded with pitches for financial seminars.
Cold callers, brokers, and insurance agents are all pitching invest-
ments to seniors. Many of them are promising higher returns and
little or no risk. Unfortunately, in most of the cases that we see,
it is just the opposite-high risk and no retairns; iiiqt dPvat.ating
losses.

Through seminars, publications, PSAs, and press interviews, my
fellow regulators stress how important it is for seniors to call their
State regulators, their State securities regulators, as you suggest,
Senator Kohl, if they have questions about an investment oppor-
tunity or if they suspect they may have been victims of fraud.

We have offices in every State, and a good example is the one
that Mrs. Mitchell was talking about, the one in Pennsylvania. Our
staffs are trained to respond to all complaints. You can find a list
of regulators on the NASAA Web site at www.nasaa.org.

We are currently seeing a flood of troubling senior schemes in
three related areas-senior specialists, variable annuities, and un-
licensed or unregistered persons. Unfortunately, these three prob-
lems often occur at the same time in some senior investment semi-
nars.

State securities regulators are receiving an increasing number of
complaints from investors who have been enticed into attending
seminars sponsored by certain senior specialists. It is common
practice for seniors to receive invitations to a seminar, usually con-
ducted with a meal. At the conclusion, they are encouraged to con-
tact the presenter with further questions.

Typically, the specialist will recommend that seniors sell their
stocks in their retirement plans and use the proceeds to purchase
variable annuities that the specialist offers. Many senior specialists
have little specialized, financial training.- The NASD's professional-
designation data base is a useful resource to check out an individ-
ual's professional status.



15

A fixture on NASAA's annual list of top scams involves the sale
of variable annuities to investors with little regard to whether or
not the product is suitable. While variable annuities are legitimate
investments, regulators are concerned that many investors aren't
being told about the potential of exposure to market risk, surrender
charges, and the steep sales commissions that the agents are earn-
ing when they move investors into variable annuities.

NASAA is encouraging changes in State laws that would allow
insurance regulators to continue to oversee the insurance compa-
nies that sell variable annuities, while authorizing State securities
regulators to investigate complaints and take action against the in-
dividuals who sell them.

Another problem facing seniors is that of unlicensed sales people
pitching securities that are unregistered. Many of the enforcement
cases in my written testimony illustrate this twofold violation.
NASAA believes the most effective weapon against fraud is a dual
approach. We combine aggressive enforcement efforts with finan-
cial education to protect investors from unscrupulous individuals.

We were pleased last week when Chairman Cox noted in his
speech to the Consumer Federation of America that the States
often coordinate their efforts with the SEC to capitalize on the
strengths of both State and Federal regulators.

In Wisconsin, Kenneth Hackbarth, an elder in his local church,
operated a Ponzi scheme that victimized a total of 117 friends, rel-
atives, and senior parishioners of more than $6 million. Using a
front called Homestead Investments, he told investors their money
was being used to buy, rehab, and sell property and promised a 15
percent return.

The problem was Hackbarth never put any of the money into
real estate, but just used his investors' money to pay off earlier in-
vestors, the hallmark of a Ponzi scheme. We worked with the FBI,
and a criminal action resulted in a conviction and a 10-year prison
sentence.

State securities regulators believe investor education is a power-
ful weapon in the fight against investment fraud. A few years ago,
NASAA undertook a senior outreach initiative designed to educate
seniors to protect themselves from investment fraud.

It involves programs and materials developed by securities regu-
lators at the State level, including brochures, videos, and outreach
seminars; an anti-fraud education program called Seniors Against
Investment Fraud, which began in California, where senior volun-
teers conduct presentations in comfortable familiar settings such as
community centers, assisted living facilities, and churches; and the
Senior Investor Resource Center on the NASAA Web site to serve
as a gateway for important investor protection information de-
signed specifically for seniors. The center was launched in 2003
and includes common sense solutions to protect assets from invest-
ment fraud.

These are dangerous economic times for seniors. This Commit-
tee's examination of investment fraud as it affects the growing sen-
ior population is an important step in highlighting the problem and
working toward a solution.

Thank you so much for allowing me the opportunity to appear
here today.
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[The prepared statement of Ms. Struck follows:]
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Chairman Smith, Ranking Member Kohl and Members of the Committee,

I'm Patty Struck, Wisconsin Securities Division Administrator and President of the North
American Securities Administrators Association, Inc. (NASAA).' I am honored to have
the opportunity to appear before your Committee to highlight the activities of state
securities regulators in protecting senior citizens against investment fraud.

Overview

The securities administrators in your states are responsible for licensing of firms and
investment professionals, registering certain securities offerings, examining broker-
dealers and investment advisers, enforcing state securities laws, and providing investor
education programs and materials to your constituents. Like me, some of my colleagues
are appointed by their Governors and Cabinet officials, ten are appointed by state
Secretaries of State and five fall under the jurisdiction of their states' Attorneys General.
We are often called the "local cops on the securities beat," and I believe that is an
accurate characterization.

My staff and I interact daily with elderly investors. These interactions are often the result
of senior investor education seminars or complaints lodged by seniors with my office. In
addition to educational initiatives that target seniors, my office works with criminal
authorities to prosecute companies and individuals who commit crimes against seniors,
and we bring civil actions for injunctions, restitution and penalties against companies and
individuals who commit securities fraud. We also educate seniors through publications,
videos and seminars so that they are better able to protect themselves. For example, the
Financial Literacy Section of the Wisconsin Department of Financial Institutions has
developed numerous investor education brochures and related materials on a variety of
investment, financial, and consumer education matters. Specifically with regard to
outreach to seniors, the Section sponsors numerous outreach activities, including multi-
media presentations around the state on the subject of "How Seniors Can Keep from
Being Victimized by Investment Fraud."

NASAA's annual Spring Public Policy Forum traditionally focuses on the issues of
greatest importance to regulators, the industry and the investing public. This year, given
the increased public awareness of our nation's changing demographics, NASAA felt it
was important to examine the business, policy and investor protection challenges raised
by the growth in our senior population.

While our cases of senior investment fraud may not make national headlines, they are
devastating in their impact to the victims and their families. What would you do if your

IThe oldest international organization devoted to investor protection, the North American Securities
Administrators Association, Inc., was founded in 1919. Its membership consists of the securities
adninistrators in the 50 states, the District of Columbia, Canada, Mexico, Puerto Rico and the U.S. Virgin
Islands. NASAA is the voice of securities agencies responsible for grass-roots investor protection and
efficient capital formation.
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mother or father turned over their retirement nest egg to a smooth-talking "senior
specialist" who promoted unsuitable investments?

In the United States alone, an American turns 50 once every seven seconds and on
January I, 2006, the first of an estimated 77 million baby boomers, those Americans born
from 1946 to 1964, celebrated-their 60th birthday. The 50-plus population is the fastest
growing segment worldwide and predicted life expectancies are at a historical high.

Boomers have more than $8.5 trillion in investable -assets. Over the next 40 years, they
stand to inherit at least $7 trillion from their parents, research firm Cerulli Associates
estimates.

Facing greater responsibility for their financial security stemming from the decline of
traditional defined benefit pension plans, and with greater life expectancies, it should be.
no surprise that retirees today are seeking to maximize their retirement investments.

Investment Fraud Against Seniors

While people age 60 and older make up 15 percent of the U.S. population, they also
account for about 30 percent of fraud victims, estimates Consumer Action, a consumer-
advocacy group. As baby boomers swell the retiree population, state securities regulators
are concerned that financial scams targeting seniors also will rise and based on our -
collective experience of over seventy-five years of securities regulation we believe our
concerns are well-founded. Con artists read the headlines, and they need little
encouragement to emerge from the side streets and back alleys to Main Street where
older investors live.

Seniors today are bombarded-with pitches for financial seminars. There are ads in the
newspapers and on the radio. Cold callers, brokers, financial planners, and insurance.
agents are all pitching investments to seniors. Many of them are promising "higher
returns and little or no risk." Those words are a red flag for investors. Unfortunately, in
many of the cases that securities regulators see, it's just the opposite: high risk and no
returns, just devastating losses.

No one knows exactly how many older Americans are victims of investment fraud.
Often, older victims don't report crimes because they don't want-people to know they
have lost money or made an unsound investment. Also, they don't know how or where to
complain. Through seminars, publications, public-service announcements, and press
interviews, my fellow regulators-regularly stress how important it is that seniors and all
investors should always call their state securities regulator if they have questions about an
investment opportunity or if they suspect they have been a victim of investment fraud.
We have local offices in every state and our staffs are trained to-respond to all
complaints. You can find a list of regulators on the NASAA website at www.nasaa.org

Before investing, seniors should first contact their state, territorial, or provincial securities
regulator to see if the investment vehicle and the -person selling it are registered. Your
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state or provincial securities regulator will also be able to tell you if the salesperson has a
disciplinary history, that is, whether any civil, criminal or administrative proceedings
have been brought against him or her. The best advice is to first call a state securities
regulator before investing to check out any product and the person selling it.

Three Noteworthy Trends at the State Level

The targeting of seniors for investment schemes is a chronic problem. My colleagues and
I are currently seeing a proliferation of troubling schemes in three related areas: "senior
specialists," variable annuities, and unlicensed/unregistered persons. Unfortunately,
these three problems often occur simultaneously at certain senior investment seminars.

Senior Specialists - State securities regulators are receiving an increasing number of
complaints from investors who have been enticed into attending seminars sponsored by
certain "senior specialists." While there are organizations whose members must
complete rigorous programs of study and pass extensive examinations, there are also
organizations that require little or no training in order to use one of these designations.
Typically, the designation will indicate that the holder has some formn of expertise in
assisting seniors in structuring their investments in such a manner as to reduce taxes,
minimize risk and avoid state probate laws.

It is common practice for seniors to receive an invitation to a seminar, usually conducted
with a meal, such as a prime rib dinner, where, at the conclusion of the seminar attendees
are encouraged to contact the presenter with further questions. Typically, the specialist
recommends liquidating securities positions and using the proceeds to purchase fixed,
indexed or variable annuities products the specialist offers. Under our state securities
laws, these recommendations may be viewed as providing investment advice for
compensation. In such cases, the "senior specialist" would be offering investment advice
as an unregistered investment adviser and, therefore, be subject to enforcement action by
regulatory agencies.

State securities regulators have opened 26 cases in the past year involving "senior
specialists" in the eastern half of the United States alone. Most of the cases involve
securities recommendations by individuals who are not properly licensed by state
securities regulators.

A recent enforcement action by Massachusetts securities regulators against Investors
Capital Corp. illustrates how a -senior specialist" designation can be used to hoodwink
seniors. According to state regulators, one of the firm's representatives stated during a
seminar that his senior specialist designation - received by taking a three-day course or a
home course, followed by a multiple-choice exam - indicated that he had been
specifically trained to manage and solve financial problems facing seniors. According to
the state, the seminar steered investors toward investing in equity-indexed annuities as
the best way to participate in stock market gains without risk. Equity-indexed annuities
are complex insurance products with high commissions and long holding periods (as well
as stiff penalties for early withdrawals), which make them unsuitable for many older
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investors. In November, the state charged the firm with misleading investors, especially
seniors, into buying equity-indexed annuities.

Variable Annuities - A perennial fixture on NASAA's annual list of top scams involve
the sale of variable annuities to investors with little regard to whether or not the product
is suitable. While these are legitimate and suitable investments for some, regulators are
concerned that many investors aren't being told about high surrender charges for early
withdrawals, the potential of exposure to market risk, and the steep sales commissions
agents often earn when they move investors into variable annuities. Often pitched to
seniors through investment seminars, these products are unsuitable for many retirees.
Some investors also are misled with claims of guaranteed returns when variable annuity
returns actually are vulnerable to the volatility of the stock market. While variable
annuities certainly have benefits - tax-deferral and death benefits among others - they
come with strings attached and additional costs. Investors should be aware of these costs
and impact of the costs on the performance of these products. High commissions often
are the driving force for sales of variable annuities.

Variable annuities are considered to be securities under federal law and the laws of some
states. Other states, however, consider variable annuities to be insurance products and
others consider them to be both insurance and securities. NASAA is encouraging changes
in state laws that would allow state insurance regulators to continue to oversee the
insurance companies that sell variable annuities while authorizing state securities regulators
to investigate complaints about variable annuities and to take action against the individuals
who sell them. These simple statutory amendments are not intended to give states the
power to register the products themselves, only to ensure that states securities regulators
have the much-needed authority to regulate the agents who sell them.

Most of the sales practice complaints received by state securities regulators involving
variable annuities relate to the suitability of the product While a suitability standard has
been proposed, we feel that the commonly accepted methodology for determining the
suitability of an investment should be applied. In pertinent part, the standard is as
follows:

In recommending to a customer the purchase, sale, or exchange of a
security, a broker-dealer, salesperson, investment adviser, or investment
adviser representative must have reasonable grounds for believing that
the recommendation is suitable for the customer upon the basis of the
facts, if any, disclosed by the customer as to his or her other security
holdings and as to his or her financial situation and needs.

UnregisteredlUnlicensed Individuals - Another problem area inundating state regulators
is unlicensed securities sellers pitching securities that are unregistered. Individuals who
sell securities or provide investment advice are required to earn a license by passing
rigorous examinations before they can offer their services to the public. Those who bypass
this requirement often are predators offering bogus investments. Unlicensed people selling
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unregistered securities should be a red alert for investors. Con artists also frequently use the
promise of high commissions to lure some insurance agents, investment advisers,
accountants, and lawyers who are not licensed to sell securities into selling investments
they may know little about, such as bogus limited partnerships or promissory notes. Many
of the enforcement cases described below illustrate the twofold violation of persons not
licensed with their state securities regulators selling unlicensed products.

I return to the simple advice that could help seniors and all investors avoid the pitfalls of
investment fraud: call your state securities regulators before investing. We're there to help
educate investors about their rights and to provide the tools and knowledge needed to make
informed financial decisions.

Enforcement and Education

So what can be done to combat investment fraud against seniors? State securities
regulators believe the most effective weapon against fraud is a dual approach: combine
aggressive enforcement efforts with financial education to protect investors from
unscrupulous individuals.

State securities regulators have a long history of protecting investors at the local level day
in and day out. Enforcement against fraud is the essence of what state and provincial
regulators do - to vigorously pursue sales practice abuses and a variety of scams and
frauds against unsuspecting senior investors. The following cases illustrate the work
being conducted by state securities regulators on a daily basis to protect seniors from
investment fraud.

In my own state of Wisconsin, Kenneth Hackbarth, an elder in his local church in
Kenosha WI, operated a long-running Ponzi scheme that victimized a total of 117 friends,
relatives and parishioners (mostly seniors) of over $6 million. Two of the fraud victims
committed suicide from being so financially devastated by the fraud. Using a front called
Homestead Investments, Hackbarth told investors that their money was being used to
buy, rehab and sell commercial and residential property, promising a 15% return on the
investment notes. Hackbarth never put any of the money into real estate (although he
made large donations to the church). Rather, he just used new investors' money to pay off
earlier investors -- the hallmark of a Ponzi scheme. The Wisconsin Securities Division
issued a Cease & Desist Order and worked with the FBI in a criminal action resulting in a
conviction and 1 0-year prison sentence. This case is also a good example of the affinity
fraud aspect that appears so often in the Division's enforcement cases targeting senior
investors.

Colorado - Over the years, the Colorado Division of Securities has investigated a number
of securities cases involving the exploitation of senior citizens. For instance, in one case,
a licensed insurance agent in Colorado took over $760,000 from at least 12 investors who
ranged in age between their mid-50's and mid-80's. He sold his victims promissory
notes through fraudulent misrepresentations and omission about risks and returns. In a
more recent case, another insurance agent defrauded 65 senior citizens through the sale of
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callable Certificates of Deposit. Both of these cases resulted in criminal prosecution by
the Colorado Attorney General's Office.

Florida - Just last week, Florida state officials announced that they have dismantled an
Orlando based company, Tropical Village, Inc., they say defrauded elderly investors of
more than $9 million through the sale of unregistered securities. The perpetrators
targeted 80 wealthy elderly investors, convincing them to invest their money in apartment
complexes in several Florida cities, as well as in Texas and Georgia. Instead, more than
$8 million of the seniors' money was diverted to the perpetrators' personal use.

Maine - In one case, an insurance sales person from Texas sold Maine senior citizens
$1,000,000 worth of securities in the form of promissory notes and investment contracts
issued by start-up companies. He was not licensed to sell these products, the products
were not registered, and he did not disclose the risks of investing in a start-up company to
the investors. Most of these investors were retired, had no investing experience, and
invested funds that they needed for living expenses. When the start-up companies failed,
the investors lost everything. Through the state Attorney General's Office, the Maine
Securities Division prosecuted the sales person, who was convicted of securities fraud
and several other securities violations and sentencedto two years in prison.
Unfortunately, the victims will never recover their losses.

Missouri - In a recent action, the Securities Division of the Secretary of State's office
took enforcement action against a securities agent and the broker-dealer with which he
was employed, who had developed a relationship with a large company in St. Louis,
Missouri. The agent, who handled the accounts of many retired workers, traded
aggressively in accounts of these unsophisticated retirees' and the broker-dealer failed to
adequately supervise the agent. These retirees lost millions of dollars in their retirement
accounts. A consent order requiring a large fine and restitution was eventually reached.

In a similar matter, a securities agent with a broker-dealer found newspapers announcing
a list of retirees from a large Kansas City firm and called these recent retirees. The agent
convinced the retirees to purchase mutual funds, and after they lost money in these
accounts he switched these customers to variable annuities. Some of these retirees were
switched several times resulting in extremely large surrender fees paid by the retirees and
large commissions paid to the agent. The Missouri Securities Division is preparing to
take administrative action against the agent and the broker-dealer.

Montana - The State Auditor personally prosecuted the largest securities case in the
state's history in 2003, and in 2005 the Office assisted with the federal case against the
broker. Tom O'Neill was a securities salesperson for USBancorp/Piper Jaffray in Butte,
Montana. Over the course of a four-year period, Tom victimized at least 38 of his clients,
most of whom were elderly, widowed or disabled. During this period, Tom executed in
excess of 6,000 unauthorized trades in primarily technology stocks in their accounts,
charging in excess of $600,000 in commission and causing losses in excess of $I million.
One of the victims, a 92-year-old man, had seven speculative trades in his account while
he was in a coma and a final trade in his account hours after he had died. The State
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Auditor's Office took action against Tom, his branch manager, and the company Piper
Jaffray, as well as Piper's management team. Piper subsequently settled the matter with
the State Auditor's Office. The settlement included restitution to the 38 victims in the
amount of $1.5 million, a $1 million fine and an agreement to change its bonus structure
so as not to reward salespeople who were the subject of complaints or regulatory actions.
With the assistance of the State Auditor's Office, O'Neil was charged by the United
States Attorney's Office and is currently serving a term in federal prison.

Oregon - Last year, an Oregon senior was convinced to give her entire retirement savings
of $250,000 to an investment adviser who, in turn, lost the entire amount. The Oregon
Division of Finance and Corporate Securities, which has seen an increase in unlicensed
investment adviser activity, resolved the case through a consent order.

Pennsylvania - The Pennsylvania Securities Commission issued a cease and desist order
in June 2005 against the Association of Senior Counselors and an agent to halt the offer
and sale of unregistered securities. According to the state, the agent appeared at a senior's
home with materials saying he had "credentials you can trust" and "increase your
income: while "avoid[ing] risk." An investigation determined that the agent had been
charged in Connecticut in 2004 with selling unregistered securities and failing to register
as an agent of a securities issuer in connection with the alleged sale of promissory notes.

Texas - In the last two years there has been an enormous problem in Texas with
unregistered schemes being sold to elderly investors. These schemes include currency
trading programs, promissory notes, viatical settlements, resort timeshare investments
and equipment leaseback schemes involving internet kiosks, card readers, and ATM
machines. The losses to Texans are estimated to be in the hundreds of millions of
dollars. The bait is that the "income" will be "guaranteed" and will be substantially
higher than what persons living on fixed incomes can expect to get from certificates of
deposit, money market investments or other mainstream financial products.

Promoters of the schemes have been recruiting independent insurance agents and others
through advertisements, mailing lists, trade organizations, intemet websites, and by word-
of-mouth. Agents are often falsely told that the schemes do not involve the sale of
securities, are not regulated by state or federal law, and are "safe" or "guaranteed."
Generally, lucrative sales incentives or commissions are offered.

Texas securities regulators have sent warning letters to approximately 300 agents that
have been identified thus far and have initiated numerous criminal actions.

Investor Education and Senior Outreach Initiatives

State, territorial, and provincial securities regulators believe investor education is a
powerful weapon in the fight against investment fraud. For that reason, we actively
provide resources to help older investors better educate and protect themselves against
investment fraud. Recognizing the value and impact of financial education, NASAA's
Board of Directors elevated investor education to Section status in 1997 to help support
the ongoing financial education efforts of our members.
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Several years ago, a separate Senior Outreach Project Group was created to administer
educational campaigns to help fight investment fraud and scams targeted at seniors. State
securities administrators from around the country have undertaken a Senior Outreach
Initiative that is designed to educate seniors to protect themselves from investment fraud.

The Senior Outreach Initiative involves:

* Promoting programs and materials developed by state securities regulators that
include brochures, videos, and outreach seminars presented to organizations such
as the Golden Kiwanis and Senior VFW groups.

* Participation as an exhibitor in the 2005 Summer National Senior Olympics. The
event drew between 12,000 and 15,000 senior athletes to the southwestern
Pennsylvania area and more than 25,000 spectators. NASAA partnered with the
Pennsylvania Securities Commission to distribute thousands of investment fraud
prevention brochures and fielded hundreds of investor protection-related
questions from event attendees.

* Developing an anti-fraud education program that utilizes volunteer/peer group
educators and networks. This program is based on highly successful initiatives
that have been launched in California and Ontario. The blueprint for this program
allows states securities regulators to tailor it and effectively launch it in their own
jurisdictions. For example, the proven effectiveness of a comprehensive anti-fraud
program begun in California called Seniors Against Investment Fraud, or SAIF,
has led to adoption by other states, such as Florida, Pennsylvania and Iowa. In the
SAIF model, senior volunteers/peer educators conduct presentations in
comfortable, familiar settings such as senior community centers, assisted living
facilities and churches investment scams. The program involves training the
trainers to conduct the presentations and includes a tool kit and resource guide.

* Educating attendees at the American Society on Aging and the National Council
on the Aging's 2006 joint conference. Project group members actively
participated in the conference, addressing a workshop entitled 'Preying on the
Elderly: A Session on Financial Abuse," which featured high-profile speakers
(such as an Assistant US Attorney and an FBI agent) involved in combating
investment fraud against seniors. The more than 4,000 professionals in
attendance at the conference come into contact with senior citizens on a daily
basis; reaching thousands of those professionals with the investor protection
message and materials in turn potentially reaches hundreds of thousands of
seniors.

* Creating an Investment Fraud Bingo Game that delivers important investment
protection-messages in a fun and interactive format. The game, easy to administer
and well received by seniors, is an ideal program for states with limited resources..



25

The program is in use by several states, including Texas, Pennsylvania, Indiana
and Florida.

* Forming strategic partnerships with federal, state and local aging networks,
including the AARP and US Administration on Aging. Other partnerships wider
consideration or active engagement include the Retired Senior Volunteer Program
and the Investor Protection Trust

* Developing the Senior Investor Resource Center on the NASAA website to serve
as a gateway for important investor protection information designed specifically
for seniors. The center, sponsored by NASAA and launched in 2003, includes:

-A checklist of questions seniors should ask before making an investment
decision;
-Common sense solutions to protect assets from investment fraud;
-Information about the current top frauds targeting seniors;
-Contact information for securities regulators in each of the 50 states, the District
of Columbia, Puerto Rico, Canada, Mexico, and the U.S. Virgin Islands;
-An Investors Bill of Rights and interactive fraud awareness quiz and links to
investor education publications and programs offered by state securities regulators
and others to help seniors fight investment fraud.

Attached to my written testimony is a compilation of various state investor education
outreach programs intended for seniors, and examples of printed materials that are used
as newspaper inserts, and distributed at various town hall meetings and community
centers throughout the year.

Conclusion

These are dangerous economic times for seniors. Now, more than ever, all American
investors - and especially senior investors - need more, not fewer cops on the securities
beat. This Committee's examination of investment fraud as it affects the growing senior
population is an important step in highlighting the problem and working toward a
solution. My office and other State Securities Administrators will continue to play an
active role in protecting seniors whether it is a large multi-million dollar scam or a single
defrauded senior.

I thank the Chairman and each member of this Committee for allowing me the
opportunity to appear today. I look forward to answering any questions you have and
providing additional assistance to you in the future.
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NASAA Jurisdittions that self-reported having
outreach programs for seniors.

(As of 10/19/2005)

Alabama

In an effort to reach out to middle age and older Alabamians, the Alabama Securities
Commission will participate in the following activities throughout 2006.

- Partner with.AARP and the Alabama Extension Systems to put on "Investor University" events
in cities and rural areas. This seminar event teaches topics-concerning wise saving and investing
practices, provides educational materials to-attendees, addressestopics like reverse mortgages
and variable annuities. (Birmingham event had 200 attendees in February. In April an eventis
planned in Huntsville and in May an event is projected for Mobile.) After this events will target
rural communities in Alabama.

- Partner with the Alabama Attorney General's office and the Alabama Department of Senior
Services (for the 3Pd consecutive year) to develop fraud prevention activities throughout the state
of Alabama in April 2006.

- ASC will attend and exhibit at the Alabama Gerontological Society conference in Birmingham,
AL, in March 2006.

- ASC will display and provide materials to over 10,000 attendees at the Senior Expo conference
in Huntsville, AL in May 2006.

- Participate on annual Medicare Van Tour (3"d consecutive year) prior to Thanksgiving to reach
Senior citizens throughout rural areas of Alabama and provide securities fraud prevention

m.gd m.macrials.

- ASC has applied for a grant from IPT to-put-on a monthly television broadcast on Alabama
Public TV for Seniors. This would be the second consecutive year to reach citizens throughout
the state.

Arizona

The state of Arizona has developed a program entitled Until Money Grows on Trees, Verify
Before You Buy. The state is sponsoring presentations and town hall meetings with state
legislators to promote this program, which is designed to educate citizens about financial fraud
and how to protect their finances. The state has received a 3-year IPT grant for their state
investor education prograrm

Arizona is also working on producing a DVD to be distributed statewide that will aim to have a
"reverse boiler room" effect by calling out to inform people about fraud alerts. The state is also
investigating using pharmacy prescription stuffers and/or utility bill stuffers for seniors (in ajoint
effort with AARP) to get information out about financial fraud a ways to protect oneself.
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British Columbia

British Columbia has several initiatives as part of its investor education program, including the
following:

BC Coalition to Eliminate Abuse ofSeniors is a provincial organization supported by the BCSC
Education Fund to deliver Protect Your Money, a fively seminar by seniors for seniors to help
them learn how to protect themselves from fraud and unsuitable investments. BC CEAS has been
funded to reach 1,500 seniors in the Vancouver-lower mainland area. During this free,
informative, one-hour presentation, seniors are shown by the Coalition's trained, volunteer senior
speakers, how to protect their hard-earned money by:

* spotting the red flags common to most frauds committed against seniors,
* contacting the BC Securities Commission for information about advisers, various types of

investments and other tips,
* using a valuable, free Investor Education kit produced by Canada's securities regulators,

and
* knowing where to get other information they can use to protect themselves

California

The Seniors Against Investment Fraud (SAIF) Program is a statewide outreach campaign under
the California Department of Corporations. The primary purpose of SAIF is to alert and educate
Californians over the age of 50 about investment and telemarketing fraud crimes and how to
avoid being victimized by scam artists.

* SAIF includes a dedicated Advisory Committee of state and local agencies, senior
advocacy and consumer groups, and senior volunteers who work together to assist in the
oversight and promotion of the program.

* SAIF trains and utilizes hundreds of committed senior volunteers to serve as "local
trainers" and "local ambassadors" who carry the message to seniors throughout their
communities.

* SAIF targets California consumers over the age of 50 with information aimed at
preventing fraudulent scams and investment and telemarketing practices.

Florida

The Florida Office of the Attorney General has developed "Florida Seniors Against Investment
Fraud (FSAIF).' FSAIF is a new program that works with Seniors vs. Crime, a program that
provides seniors with information on identifying and reporting fraud, in order to protect oneself
from fraud. The program uses a grassroots "train the trainer" approach and utilizes the Seniors
vs. Crime regional directors and state Senior Sleuths to give FSAIF presentations in appropriate
communities and to disseminate outreach materials. A toll-free consumer call center will handle
inquiries and direct consumers to the correct state or federal agency.
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Your Money, Your Life - Be a Smart Investor: Verify Before You Buy. is the second.phase of a
statewide public education:and awareness campaign called Your Money, Your Life. The Verify
Before You Buy message, sponsored by an IPT grant, is focused on promoting investor education
among Floridians of all ages and economic levels, and protecting investors from financial scams.
The Verify Before You Buy initiative includes 1) statewide radio and television public service
announcements, 2) billboard advertising, 3) brochures on smart investing, affinity fraud, and
investing for seniors, 4) an interactive website for potential investors to find important resources
and use an on-line tool to search and verify that a broker or company is licensed, 5) an essay
contest to promote smart investing skills among Florida teens, and 6) has been incorporated into
nearly 1,000 outreach presentations around the state, reaching more than 86,0000 consumers.
Florida's public service announcements were replicated from creative and visually appealing
PSAs used in Pennsylvania and then modified with Florida-specific information. The first 30-
second ad features an elderly woman who lost money after being pressured to invest on the spot
with someone who was "so nice" to her. The second features an elderly African-American man
who laments being scammed after investing in what was supposed to be a "sure thing." Both ads
close with the message "Verify Before You Buy' and point viewers to the department's website
and toll-free consumer helpline.

Hawaii
Hawaii has begun placing on-screen movie advertisements in theaters across the state. A slide
asks theatergoers "Have you been promised more on your money but lost your life savings?" and
shows a picture of a senior couple reviewing their papers. Information on how to report investor
fraud is provided on the slide. It is also in the process of creating three television PSAs. Hawaii
is in the process of visiting every senior center and senior living facility in the state to provide
financial educational materials and presentations. It seeks to work with various nonprofit and
government agencies in creating a once-a-month series of presentations on a rotating basis. The
state has also redesigned its Investor Education web page in order to make it more user friendly.

Idaho

Idaho has produced senior conference on investor education, and is actively participating in April
as Financial Literacy Month. It has been giving presentations in senior centers throughout the
state. The state Securities Bureau has worked to make the "Wall Street Journal Guide to
Understanding Personal Finance" available at all conferences of its financial literacy
conferences.

Illinois&

Illinois's financial literacy programs for seniors include both presentations at senior centers and
informational booths at senior Health Expos. The state is adopting parts of the California SAIF
program for use with senior groups. Its quarterly newsletter, Securities Bulletin is mailed free to
all secondary schools, police and sheriffs departnents as well as all registered broker-dealer
firms and investment adviser firms in the state (as well as all NASAA members).
Illinois is looking to further modify its website to reach out better to senior investors. It is
beginning to work to encourage banks to provide investor education seminars for their
customers. The state intends to get more involved with businesses and companies to provide
investor education and protection components at retirement planning seminars.
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Massachusetts
The commonwealth has sent a mass mailing (letter and brochure) to senior citizens
seeking to educate them about variable annuities. It has sent representatives to senior centers to
speak about variable annuities. The state is also supporting the IPTs "MoneyTrack" series airing
on public television.

Montana

The State Auditor's Office in Montana has been diligent in its efforts to combat fraud and
improve consumer education in the state. The State Auditor's Office has been heavily involved
in outreach. The office teamed up with other community partners for "Consumer Fraud
Summits." The all day events provided speakers and resources on a vast array of consumer fraud
issues. State Auditor John Morrison was the luncheon speaker and talked about the importance
of investor education and offered tips on how seniors can protect themselves. The State
Auditor's Office held a breakout session in the afternoons teaching people how to recognize
scams and protect themselves from investment fraud. Hundreds of seniors and other consumers
attended these events. Four events have been completed so far this year and the coalition will be
holding more in the summer. This April, the State Auditor's Office will be holding presentations
in senior centers across the state to promote "Financial Literacy Month." This program is
designed to specifically outreach to seniors and to help them protect themselves. The
presentations will include information on the most common scams affecting seniors and how to
combat them.

Nevada

The state is working with Jump$tart to provide teacher training in financial literacy. They are
also developing training programs with the Catholic Charities' Senior Division for service
providers who work with seniors in need, and are developing a senior-specific handout seniors
can use to better protect themselves from fraud, complete with the right questions for seniors to
ask of brokers.

New Hampshire

New Hampshire negotiated a $5 million dollar securities settlement with the Tyco Corporation in
2003. The settlement stipulated that the settlement be used for investor education. With the
settlement money, the state established the Center for Public Responsibility and Corporate
Citizenship. Bureau of Securities Director Mark Connolly sits on the Center's Board of Directors
and Secretary of State William Gardner serves as its Chairman.

In recent months the Center awarded a $250,000 grant to the New Hampshire Jump$tart
Coalition. This funding will be used to substantially expand JumpStart's financial literacy
programs for students. The Center also awarded a grant to the business school at The University
of New Hampshire for the purpose of designing and implementing a series of educational
seminars to be held.across the state in coming years. In addition, the Center-hopes to help
establish and fund a corporate governance program within the University of New Hampshire.
The state also continues to run PSAs targeting senior investors on New Hampshire public
television.
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New Jersey

The New Jersey Bureau of Securities has recently implemented a new program called the "New
Jersey Investor Education and Protection Program." The Bureau has developed a multi-pronged
statewide project in an attempt to arm citizens with investor education and protection messages.
Outreach methods include Radio and TV public service announcements (PSAs), billboard
advertising, direct mail to seniors, Consumer University for teens, and an interactive investor
protection website program. In addition, the Bureau is developing and distributing printed
investor education mini-guides. The outreach will also serve to increase awareness of the New
Jersey Bureau of Securities and the services they can provide to New Jersey investors.

New York
New York has recently expanded its outreach program, especially to seniors. The Investment
Protection Bureau now has new packages of investor education handouts and has developed
speaker's materials for use by staff for investor protection presentations. The Bureau is also in
the early stages of planning a full day Town Meeting style program for 2006 with a state law
school.

Ohio

Ohio's Division of Securities continues to hold free informational seminars on financial literacy
around the state. Titled "Buy Smart, Borrow Smart, and Invest Smart," the educational events are
promoted in the community and last approximately two hours with speakers from the various
agencies providing presentations.

Ohio recently sent letters to teachers, civic groups and senior citizen centers informing them of
the availability of speakers from the agency. During the first six months of 2005, the agency
gave 51 presentation to senior grups a-nd had a tot atnan of over 23-00. One such event
was at the Adams County Senior Center Fair, which was attended by 385 seniors. The state plans
on giving more presentations in the future.

The Division of Securities was in attendance at the Summer 2005 Ohio State Fair, which was
attended by over 800,000 Ohioans. The agency also held an educational Ohio Securities
Conference in October. The event will be open to the public.

Oregon

The Oregon Investor Information Coordinator constantly crisscrosses the state making
presentations to senior centers, assisted living facilities, community meetings at libraries and
colleges, and civic clubs (Kiwanis, Rotary, Lions, etc.), among others.
The state is also working on PSA campaign, and a CCTV/cable access initiative to disseminate
investor education information to underserved areas of Oregon.
During the summer of 2006, Oregon plans on hosting a series of "Financial Fridays" lunch
presentations from various financial related speakers for state workers outside on the capital
mall.
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Pennsylvania

Pennsylvania has produced an educational series for the state's public television system called
MoneyTrack that features real people dealing with real financial and investment issues. The
topics covered include how mutual funds work and how they charge fees, how to identify and
avoid common investment scams (especially for seniors), investing versus gambling, resources
for economically disadvantaged families, understanding investment research, how to decide
whether you need a financial advisor and how to choose anadvisor, corporate behavior.and
explanation how investors are protected, managing your credit, planning for retirement,
financing long-term care, long-term care explained, as well as many others. It has also offered
Money Matters seminars targeted directly towards seniors, run by representatives of the
Pennsylvania Securities Commission.

Tennessee

Tennessee's Securities Division is working with other state agencies to produce Consumer
Services Workshops across the state. These workshops draw attendees of all ages, from high
school students, middle-aged adults and senior citizens. They also have attendees from banking,
senior care and teaching professions.

Texas

Texas is doing presentations across the state for individual groups as well as speaker and panel
participation at conferences such as the Texas Retired Teachers Association and the Conference
on Aging. This is the second year for the agency to participate as an exhibitor at these two
conferences, which has lead to them being invited to participate at senior fairs and expos
statewide.

Utah

The Utah Division of Securities, in conjunction with the Utah Division of Consumer Protection,
Utah Attorney General, and AARP Utah, is conducting a series of Consumer Education Summits
designed to educate seniors and other citizens about the issues of securities fraud, identity theft,
charitable solicitations, and mail/telephone solicitations. The Utah Division of Securities will
have held 20-30 events by April 2006. The summits will range in size from as few as 10 people
in rural Utah to 200 people in Salt Lake City.

Wisconsin

The Financial Literacy Section of the Wisconsin Department of Financial Institutions has
developed numerous investor education brochures and related materials on a variety of
investment, financial, and consumer education matters. Specifically with regard to outreach to
seniors, the Section sponsors numerous outreach activities, including multi-media presentations
around the state on the specific subject of "How Seniors Can Keep from Being Victimized by
Investment Fraud."
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Wisconsin is involved as a participating state in a recently announced (February 2006) national
investor education initiative directed specifically at seniors entitled the "Campaign for Wise and
Safe Investing." It is a joint program of the National Office of the American Association of
Retired Persons ("AARP") and the Investor Protection Trust ("IPT") that is providing funding to
a coalition of 30 states to provide much-needed investor education and protection to age 50+
investors and potential investors. Participating states will be able to use all of the materials
developed at the national level and will collaborate with their respective AARP state offices to
develop a quality state campaign to bring investor education and protection to the senior citizens
in their states.

The National Campaign materials will begin to be released to participating states in April. The
Financial Literacy Section of Wisconsin's Department of Financial Institutions already has had
its initial planning meeting with representatives of the Wisconsin AARP Office to organize five
major "Events" focusing on financial education for seniors to take place in separate major
population areas in Wisconsin beginning this fall.
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ALABAMA SECURITIES COMMISSION

770 WASHINGTON AVENUE, SUITE 570
MONTGOMERY, ALABAMA 36130-4700

Telephone: (334) 242-2984 or 1-800-222-1253
Fax: (334) 242-0240

Email: ascaasc.alabana.gov
Website: _vw.asc.state.al us

I. Don't be a 'courtesyvictim." You may be from a generation that was taught to be courteous at all times to phone
calers, as well as people who visit you at home. Con artists will not hesitate to exploit the good manners of a potential
victim. When a stranger asks for your money, you should proceed with the utmost caution. You are under absolutely
no obligation to stay on the telephone with a stranger or allow them in your home. In these circumstances, it is not
impolite to explain that you are not interested and hang up the phone or ask a stranger to leave your premises. If you are
lonely and in need of companionship, don't make the mistake of seeking it from someone whose only real interest is to get
his or her hands on your money.

2. Say 'no" to any investment professional or con artists who oresses you to make an immediate decision. Before
investing check out the salesperson, firm and the investment opportunity itself Extensive background information on
investment salespeople and firms is available by contacting the Alabama Securities Commission. Almost all investment
opportunities must be registered for sale in the state in which you live. Your state securities agency can tell you if the
investment opttortunitv is trooerlv revisterd. Ref-r.e u 'n, whv hams eh= -,d gov. a, ertnra, .
about the investment opportunity, review it carefully, and make sure that you understand all the risks involved.

3. Always stay in charme of your mone. A stockbroker, financial planner or telemarketing con artist who wants your
money will be more than happy to assure you that he or she can handle everything. thereby relieving you of the need to
watch over and protect your nest egg, Beware of any financial professional who suggests putting your money into
something you don't understand or who urges that you leave eveything in his or her hands. Constant vigilanee is a
necessary part of being an investor. If you understand little about the world of investments, take the time to educate
yourself or involve a family member or a professional, such as your banker, before trusting a stranger who wants you to
turn over your money and then sit back and wait for results.

4. Watch out for salesoeople who prey on Your feats. Con artists know that many Americans worry they will either
outlive their savings or see all of their financial resources vanish overnight as the result of a catastrophic event, such as a
costly hospitalization. Swindlers and abusive salespeople often pitch schemes as an opportunity for you to build up life
savings to the point where such fears are no longer necessary. Remember that fear and greed can doud your good
judgment and leave you In a much worse financial posture An investment that is right for you will make sense
because you understand it and feel comfortable with the degree of risk involved.

5. Don't let embarrassment or fear keep von from renortbin investment fraud or abuse. People who fail to report that they
have been victimized in financial schemes often hesitate out of fear or embarrassment that they will be will be judged
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incapable of handling their own affairs Some senior citizens have indicated that they fear that their victimization will be
viewed as grounds for forced institutionalization in a nursing home or oitfer facility. If you think you have been
scammed, the sooner you contact ASC the gra ter the chance of stopping the fraudster and regaining some of your
lkmt money.

6. Beware of 'reload' scams. Younger victims who are ripped off by swindlers have time to pick themselves up and
restore some or all of their losses through new earnings. Most older victims have a finite amount of money that is unlikely
to be replenished in the event of fraud. The result Is a panic that is well known to con artista, who have developed
schemes to take a "second bite" out of senior citizens who already have been victimized. Faced with a loss of funds,
some senior citizens will go along with another scheme (allowing themselves to, in effect, be reloaded) in which the con
artists promise to make good on the original funds that where lost... and possibly even generate new returns beyond those
originally prontised. When a significant loss occurs contact ASC to check out the person who invested your money
before investing more.

Contact ASC for inquiries regarding securities broker-dealers, agents, investment advisers, investment adviser
representatives, and financial planners, the registration status of securities, to report suspected fraud, or obtain
consumer information Call: -800-222-1253 Fax: 1-334-242-0240 Email: asc@asc.alabamagov

Write: Alabama Securities Commission
770 Washington Avenue, Suite 570
Montgomery, Alabama 361304700

The internet is a great source of free investment information the ASC website at: wwwasaestatekaLus

Message from the Director. Josenh P. Borg

Dear Investor,

The Alabama Securities Commission (ASC) regulates the securities industry in Alabama

ASC is committed to protect investors against securities fraud and provides aggressive Y
enforcement actions against any firm or individual who has violated the Alabama Secunties
Act or other state and federal statues to the detriment of Alabama investors. -- ft

The Alabama Securities Act provides for the licensing and regulation of securities broker-dealers, agents,
investment advisers and investment adviser representatives, and financial planners. ASC regulates the individual
securities through registration. All of the above entities must be registered with the ASC to conduct business in
Alabama unless subject to a statutory exemption from registration.

ASC promotes financial literacy to all citizens and students in Alabama by providing presentations, free
information and access to curriculum for financial literacy education.

Prepare yourself to make an informed investment decision! Contact the Alabama Securties Commission to
detemine if the renresentative and firm with whom vou wish to do business are oroe reistered in Alabama Also. the
Cesmission staffearn orovide free information relating to the disciplinary history (complaints, civil law suits. etc.)
educational background and work expoerience of a finn or re~oresentative.

Bor
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8. Understand your financial
needs. Some older Americans
have little ongoing need for
investment funds. while others
require monthly dMdends to
survive. Know what you want
out of your investment and if it
truly meets your needs. Be
careful not to make changes that
might result in a disruption of
your monthly income.

9. Report all fraud or abuse.
Many older Americans fear that
being a victim of fraud will
reflect poorly on their ability to
care for themselves. In reality,
anyone can be defrauded.
Report fraud immediately so it
can be stopped. There are actual
cases of family members de-
frauding the elderly. The only
way to stop it is to report it.

10. Don't be afraid to ask for
help. If you are unsure of an
opportunity, ask a third party for
advice. If you have questions
about an investment adviser, a
salesperson or a broker, call the
Illinois Securities Department toll
free at 800-628-7937.
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TEN TIPS TO AVOID INVESTMENT FRAUD
I. Don't let con artists in your

home. Everyone knows to lock the
doors and windows at night. But
few Americans realize that con
artists don't come in the front door.
They come in through the
television, the radio, the computer
and, most often, the telephone. If
someone calls you offering a great
deal, do the same thing you would
to any unsolicited salesperson -
hang up. Don't give them a
chance to hook you on their offer.

2. Check out all deals. Don't trust a
stranger with your personal
financial matters. If someone is
pressuring you to invest
immediately, 'before it's too late,'
chances are they are trying to steal
your money. Take time to learn
more about the deal.

3. Stay In charge of your money.
Con artists will offer to 'take care
of everything,' but It's a favor that
can cost you all your hard-earned
money. Stay in charge by educating
yourself about securities and

investing at the library or by calling
the Illinois Securities Department.

4. Never judge a con artist by his/
her appearance or professional
demeanor. Most con artists spend

considerable time and money to
look good so the victim doesn't
question their credentials. Slick. full-
color brochures and elaborate
Internet sites are nothing more
than a spider's web luring
investors.

5. Don't let a con artist prey on
your fears. Older Americans
have many financial concerns.
Will their savings last through
their retirement years? Will a
downturn in the economy leave
them penniless7 Con artists know all
these fears - and a few you may
not have thought of. Your greatest
fear should be falfing for their sales
pitch.

6. Older women beware. Older
women are more likely to be the
target of financial fraud and abuse
than older men. Educate yourself.
Don't take advice from strangers or
even people you are familiar with
unless you know exacity what you
are getting into.

7. Get tough and keep watch.
Once you have invested money.
don't just sit back and relax.
Monitor your investments. and if
you have questions. ask them.
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The Pennsylvania Securities Commission
1010 N. 7th Street
Harrisburg, PA 17102-1410

Fraud Aimed at Older
Americans

Older Americans are the No. 1 target of con artists. The files of the Pennsylvania Securities
Commission and other state securities agencies are filled with tragic examples of seniors who
have been cheated out of savings, windfall insurance payments and even equity in their homes.

DEFENSE TIPS:

To prevent more people from becoming victims, the North American Securities Administrators
Association offers these defense tips:

I . Don't be a courtesy victim. Older Americans often extend hospitality to phone callers and
visitors to their homes. Con artists will not hesitate to exploit the good manners of a
potential victim.

You are under no obligation to stay on the phone with a stranger who wants your money.
It is not impolite to explain that you are not interested and hang up. Save your good
manners for friends and family members not swindlers.

2. Check out strangers. Too many older Americans make the mistake of trusting strangers
when it comes to their finances. Say 'no' to anybody who presses you to make an
immediate decision, giving you no opportunity to check out the salesperson, the firm or
the investment opportunity. Before you part with your hard-eamed savings, get written
information about the investment, review it and make sure that you understand all of the
risks.

A favorite tactic of telemarketing con artists is to develop a false bond of friendship.
Swindlers know that many seniors welcome phone calls, even those from strangers. If
you are dealing with a stockbroker or financial planner in person, don't be swayed by
offers of unrelated advice or assistance that are merely efforts to develop a sense of
friendship and dependence. Don't seek companionship from someone whose only real
interest is to get his hands on your money.

3. Always stay in charge of your money. Beware of any financial professional who suggests
putting your money into something you don't understand, or who urges you to leave
everything in his hands. Constant vigilance is a necessary part of being an investor.

If you understand little of the investment world, educate yourself or involve a family
member or a professional, such as your banker or lawyer, before trusting a stranger who
wants you to turn over your money.
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4. Never judge a person's integrity by the sound of his voice. Successful con artists sound
professional and can make the flimsiest investment deal appear as safe and sound as
putting money in the bank.

Some swindlers combine their sales pitches with polite manners, knowing that many
seniors equate good manners with integrity. Remember that the sound of a voice
particularly on the phone has no bearing on the soundness of an investment opportunity.

5. Watch out for salespeople who prey on your fears. Con artists know that many seniors
worry about outliving their savings or losing their financial resources to a catastrophic
event, such as hospitalization. It is common for swindlers and abusive salespeople to
pitch their schemes as ways to build up life savings to the point where fears aren't
necessary.

Fear and greed can cloud your good judgment and leave you in a worse financial
posture. An investment that is right for you will make sense because you understand it
and feel comfortable with the level of risk involved.

6. Exercise particular caution if you are an older woman with no experience handling
money. Many women who are in their retirement years received little or no education
about handling money when they were young. They often relied on their husbands for
major money decisions. As a result, older women particularly those who received
insurance payments for the death of a husband are prime targets for con artists.

7. Monitor your investments and ask tough questions. Too many seniors compound the
mistake of trusting unscrupulous salespeople by failing to keep an eye on the progress of
an investment. Insist on regular written and oral reports. Look for signs of excessive or
unauthorized trading of your funds. Don't be swayed by an assurance that such practices
are routine or in your best interests.

8. Look out for any trouble retrieving principal or cashing out profits. Because unscrupulous
promoters pocket the funds of their victims, they often go to great lengths to explain why
an investors savings are not readily accessible. In many cases, they pressure the
investor to roll over non-existent profits into new and even more alluring investments,
further delaying the point at which the fraud will be uncovered.

If you are not investing in a vehicle with a fixed term, such as a bond, then you should
receive your funds or profits within a reasonable amount of time.

9. Don't let embarrassment or fear keep you from reporting investment fraud or abuse.
Older Americans who fail to report that they have been victimized often hesitate out of
embarrassment or fear that they will be judged incapable of handling their own affairs.
Con artists know about such sensitivities and even count on these fears to prevent or
delay the point at which authorities will be notified of a scam.

Most money lost to investment fraud isn't recovered beyond pennies on the dollar.
However, if you recognize that you have been victimized and speak up promptly, you
might recover some or all of your funds.

10. Beware of 'reload' scams. Most older Americans deal with a finite amount of money that
is unlikely to be replenished in the event of fraud or abuse. Faced with a loss of funds,
some seniors will go along with another scheme a "reload' in which the con artist
promises to make good on the original funds that were lost Too often, the result is that
unwary seniors lose whatever savings they have left in the wake of the original scam.



die, these investments are extremely
speculative. There is no guarantee when a
person will die, and, with the constant
advancements in modem medicine, a
terminally-ill person could live longer;
than anticipated. The longer the
individual lives, the less the policy is
worth to the investor. While the
opportunity seems like an extremely
sound investment, choosing to invest in
viaticals can be a very risky decision,
even when done legitimately.

S. Ponzi Schemes
Named for the scam artist Charles Ponzi, (
who swindled his investors out of
millions of dollars in a matter of days,
Ponzi schemes operate under the notion
of "robbing Peter to pay Paul." A Ponzsi "'fl

scheme touts an investment opportunity
with the promises of high returns and
then, in order to make It appear i
legitimate, pays back its earlier investors
with the money from later investors.
Although the original scam - run by
Ponzi himself - dates back to the 1920s
Its tadties are still widely used today. z:<,
Always in style, these swindles promise lz!j
high returns to investors, but the only a
people who consistently make money are
the promoters who set them in motion.

The Honorable Todd Rokita
Indiana Secretary of State

Indiana Secretary of State
Securities Division

James A. Joven
Securities Commissioner

Stephanie L. Beck
Investor Education Coordinator

To requgest additional copies of this or other
materials, please contact

Indiana Secretary of State
Securities Division

Attn: Stephanie Beck
302 W. Wnshington Street

Room E-t II
Indianapolis, IN 46204

31 7.232.0734
sbecktsos.statc.in.s

Toll-free 1-800-223-8791



Commi -'on Types
of Fraud Aimed at
Older Americans @

L A Unregistered Securities
Securities regulators, both at the national
and state levels, exist to regulate the
securities industry and bring to justice
people who break the applicable laws,
Unfortunately, entirely too many people do
not realize the value of their securities
regulators until after they have become a
victim of fraud. Con artists often promise
high returns on investments opportunities
that they cannot truly guarantee These
swindlers prey on victims with high-
pressure tactics - not giving the victims
enough time to check out the investment

- first. Con artists also prey on victims who
many not know that they can call securities
regulators for assistance. It is important to
remember that all investment opportunities
must either be registered or exempt fromr
registration. A quick call to Indiana

, /i Secretary of State Todd Rokita's office at 1-
800-223-8791 can help investors take the
appropriate steps to make sure the
opportunity and the person selling it are
legitimate.

2. Promissory Notes
While promissory notes can be a legitimate
form of investment, often they are touted by
con artists who convince unsuspecting
investors to turn over their money. One of
the largest problems with promissory note a

company and then collects interest as the
money is returned These investments are
generally attractive because they are usually
touted with some form of protection, and they
pay a fixed amount over the long term. For a
retired permon, this could be appealing because
it promises a steady, "insured" income. It is
important to realize, however, that no
investment is truly "insured." An insurance
company will claim some form of protection
when investing in annuities; however,
unforeseen circumstances could cause loss of
money to the investors (e.g. the company goes
out of business). There are several kinds of
annuities, and these are addressed more
specifically in annuity-focused literature.
When discussing fraud aimed at seniors, the
term charitable gift annuity is a familiar
buzzword. A charitable gift annuity works
much like a regular fixed annuity except the
charity, rather than an insurance company,
offers the annuity and benefits from the
investment. While most annuities offered by
charitable organizations are legitimate
investments, investors should be cautious of
little-known organizations or those that provide
only minimal information.

4. Viaticat settlemnents
Originating as a way to help the gravely ill pay
their bills, these interests in the insurance death
benefits of terminally ill patients are always
risky and sometimes fraudulent. The insured
gets a percentage of the death benefit in cash,
and the investors get a share of the death
benefit when the insured dies. Because of
uncertainties in predicting when someone will

(continued on buck)
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Missouri Secretary of State
Securities Division
600 West Main Street
P.O. Box 1276'
Jefferson City, MO 65102
Investor Protection Hotline
1-800-721-7996

A Senior's Guide to Avoiding Investment
Fraud
Older Americans are the number one target of investment con artists. Additionally,
stockholders and financial planners who engage in abusive practices often seek out the
elderly. The files of the Missouri Securities Division and other state securities agencies
are filled with tragic examples of senior citizens who have been cheated out of savings,
insurance payments, and even the equity in their own homes. Fortunately, such
victimization can be avoided by following ten self-defense tips developed for older
Americans by the Securities Division of the Office of the Missouri Secretary of State and
the North American Securities Administrators Association.

How Older Americans Can Avoid Investment Fraud
and Abuse

I . Don't be a "courtesy victim." Older Americans are of the generation that was
taught to be courteous at all times to phone callers, as well as to people who visit
them at home. Con artists will not hesitate to exploit the good manners of a
potential victim. Remember that a stranger who calls and asks for your money is
to be regarded with the utmost caution. You are under absolutely no obligation to
stay on the telephone with a stranger who wants your money. In these
circumstances, it is not impolite to explain that you are not interested and hang up
the phone. Save your good manners for friends and family members, not
swindlers!

2. Check out strangers touting "strange" deals. Trusting strangers is a mistake
that all too many older Americans make when it comes to their personal finances.
Say "no" to any investment professional or con artists who presses you to make an
immediate decision, giving you no opportunity to check out the salesperson, firm
and the investment opportunity itself. Extensive background information on
investment salespeople and firms is available from the Central Registration
Depository (CRD) files available from the Missouri Securities Division's Investor
Protection Hotline 1-800-721-7996. Almost all investment opportunities
promoted to Missouri investors must be registered for sale with the Missouri
Securities Division. The Securities Division can tell you if the investment
opportunity is properly registered. Before you part with your hard-earned savings,
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get written information about the investment opportunity, review it carefully, and
make sure that you understand all the risks involved.

A favorite tactic of telemarketing con artists is to develop a false bond of
friendship with older Americans. Swindlers know that many senior citizens
welcome phone calls, even those from complete strangers. If you are dealing in
person with a stockbroker or financial planner, do not be swayed by offers of
unrelated advice and assistance that are merely efforts to develop a sense of
friendship and dependence. Don't make the mistake of seeking companionship
from someone whose only real interest is to get his or her hands on your money.

3. Always stay in charge of your money. A stockbroker, financial planner or
telemarketing con artist who wants your money will be more than happy to assure
you that he or she can handle everything, thereby relieving you of the need to
watch over and protect your nest egg. Beware of any financial professional who
suggests putting your money into something you don't understand or who urges
that you leave everything in his or her hands. Constant vigilance is a necessary
part of being an investor. If you understand little about the world of investments,
take the time to educate yourself or involve a family member or a professional,
such as your banker, before trusting a stranger who wants you to turn over your
money and then sit back and wait for results.

4. Never judge a person's integrity by how they sound. All too many older
Americas who get wiped out by con artists later explain that the swindler sounded
like such a nice man or woman. Successful con artists sound extremely
professional and have the ability to make even the flimsiest investment deal sound
as safe and sound as putting money in the bank. Some swindlers combine
professional-sounding sales pitches with extremely polite manners, knowing that
many older Americans are likely to equate good manner with personal integrity.
Remember the sound of a voice, particularly on the phone, has no bearing on the
soundness of an investment opportunity.

5. Watch out for salespeople who prey on your fears. Con artists know that many
older Americans worry they will either outlive their savings or see all of their
financial resources vanish overnight as the result of a catastrophic event, such as a
costly hospitalization. As a result, it is common for swindlers and abusive
salespeople to pitch the schemes as a way for older Americans to build up their
life savings to the point where such fears are no longer necessary. Remember that
fear and greed can cloud your good judgment and leave you in a much worse
financial posture. An investment that is right for you will make sense because you
understand it and feel comfortable with the degree of risk involved.

6. Exercise particular caution if you are an older woman with no experience
handling money. Ask a con artist to describe his ideal victim and you are likely
to hear the following two words: "elderly widow." Sadly, many women who are
now in their retirement years often received little or no education in their youth
about how to handle money. Women of this generation often relied on their
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husbands to handle most of all major money decisions. As a result, older women,
particularly those who have received insurance payments in the wake of their
spouse's death, are prime targets for con artists. Elderly women who are on their
own and have little know-how about handling money should always seek the
advice of family members or a disinterested professional before deciding what to
do with their savings. One excellent resource available nationwide is the Women's
Financial Information Program at the American Association of Retired Persons
(AARP). For more information, write: "Women's Financial Information
Program," AARP Consumer Affairs, 601 E Street, NW, Washington, DC 20049.

7. Monitor your investments and ask tough questions. Too many older
Americans not only trust unscrupulous investment professionals and outright con
artists to make initial financial decisions for them, but compound their error by
failing to keep an eye on the progress of the investment. Insist on regular written
and oral reports. Look for signs of excessive or unauthorized trading of your
funds. Do not be swayed by assurances that such practices are routine or in your
best interests. Do not permit a false sense of friendship or trust keep you from
demanding a routine statement of your savings. When you suspect that something
is amiss and get unsatisfactory explanations, call your state securities agency and
make a complaint.

8. Look for trouble retrieving your principal or cashing out profits. Many older
Americans have little ongoing need for investment funds, while others require
returns that are paid out regularly in order to supplement limited incomes. If a
stockbroker, financial planner or other individual with whom you have invested
stalls you when you want to pull out your principal or profits, you may have
uncovered someone who wants to cheat you. Since unscrupulous investment
promoters pocket the funds of their victims and go to great lengths to explain why
an investor's savings are not readily accessible. In many cases, they will pressure
the investor to "roll over" non-existent "profits" into new and even more alluring
investments, thus further delaying the point at which the fraud will be uncovered.
If you are not investing in a vehicle with a fixed term, such as a bond, you should
be able to receive your funds or profits within a reasonable amount of time.

9. Don't let embarrassment or fear keep your from reporting investment fraud
or abuse. Older Americans who fail to report that they have been victimized in
financial schemes often hesitate out of embarrassment or the fear that they will be
judged incapable of handling their own affairs. Some senior citizens have
indicated that they fear that their victimization will be viewed as grounds for
forced institutionalization in a nursing home or other facility. Recognize that con
artists know about such sensitivities and, in fact, count on these fears preventing
or delaying the point at which authorities are notified of a scam. While it is true
that most money lost to investment fraud is rarely recovered beyond pennies on
the dollar, there are also many cases in which older Americans who recognize
early on that they have been misled about an investment are then able to recover
some or all of their funds by being a "squeaky wheel." If you-feel you have been
defrauded, contact the Securities Division immediately.



47

10. Beware of "reload" scams. Younger Americans who are ripped off by swindlers
are fortunate to the extent that they have the opportunity to pick themselves up
and restore some or all of their losses through new earnings. Most older
Americans, however, are dealing with a finite amount of money that is unlikely to
be replenished in the event of fraud and abuse. The result is a panic that is well
known to con artists, who have developed schemes to take a "second bite" out of
senior citizens who already have been victimized. Faced with a loss of funds,
some senior citizens will go along with another scheme (allowing themselves to,
in effect, be reloaded) in which the con artists promise to make good on the
original funds that were lost... and possibly even generate new returns beyond
those originally promised. Though the desire here to make up lost financial
ground is understandable, all too often the result is that unwary senior citizens
lose whatever savings they have left in the wake of the initial scam and possibly
more in the second scam.

Remember, when in doubt, make no promises or commitments, no matter how tentative.
It is far better to wait and lose an opportunity than to take the plunge and lose everything.
When hounded on the phone by an aggressive promoter, do not be afraid to hang up
without explanation. You don't owe the caller anything, no matter how nice the caller
may seem. In fact, this kind of solicitation is an invasion of you privacy, and may be a
violation of federal and state law.
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Senator KOHL. Thank you very much, Ms. Struck.
Ms. Walter.

STATEMENT OF ELISSE B. WALTER, EXECUTIVE VICE PRESI-
DENT, REGULATORY POLICY AND OVERSIGHT, NATIONAL
ASSOCIATION OF SECURITIES DEALERS (NASD), WASH-
INGTON, DC
Ms. WALTER. Thank you, Senator Kohl.
Good morning. I am Elisse Walter, executive vice president of

NASD.
On behalf of NASD, I would like to thank you and the Com-

mittee for holding this hearing and for inviting us to testify today
about our work to protect investors, particularly the elderly. This
is a terribly important subject, and the Committee is to be com-
mended for addressing it.

We have prepared a more detailed and comprehensive written
statement and, with your permission, will submit it for inclusion in
the record.

NASD was founded more than 60 years ago as part of the Gov-
ernment's response to the market crash of 1929 and the Great De-
pression. The Federal Government designated NASD as the private
sector regulator for the securities industry with the mission of pro-
tecting investors.

Under Federal law, every securities firm doing business with the
public must register with NASD. Our mission includes writing
rules that govern securities firms and their employees, enforcing
those rules, and sanctioning those who fail to comply. On average,
we bring more than 1,000 new disciplinary actions every year, with
sanctions ranging from censures to fines and suspensions to expul-
sion from the industry.

Every year, we bring cases against those who have specifically
targeted the elderly. When we encounter fraud that is outside our
jurisdiction-for example, in cases involving investment advisors-
we refer cases to criminal authorities, the States, and the SEC.

Senator Kohl, as you said in your opening statement, the first
step is education. So, in addition to enforcement, my testimony
today focuses on what we at NASD are doing to educate investors
so they can avoid problems before they occur.

In addition to our investor alerts, which alert the public to cur-
rent schemes, we also reach out to seniors through our investment
forum programs attended by more than 7,500 investors, including
many older citizens. Last year, we opened a new office in Boca
Raton, FL, due to the growth of problematic activity in that area
targeted at retirees.

Our Investor Education Foundation has awarded grants directed
to senior concerns. For example, a grant to WISE Senior Services,
which is working in collaboration with the AARP, to discern the
reasons why the elderly are more frequently victimized by invest-
ment fraud. Among other things, they are exploring the theories of
con artists for what makes an easy target.

This fall, we are starting a multi-million dollar advertising cam-
paign to direct the public to the investor education resources that
we offer. For example, we think, as you have heard today already,
that everyone should know how important it is to do their home-
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work before they invest and before they give their money to a
broker.

NASD's BrokerCheck Program gives investors easy access to
background information about firms and individual stock brokers.
We encourage investors to use it to learn about the conduct of
those with whom they invest. Investors can access these reports
through our Web site, www.nasd.com, or a toll-free telephone num-
ber, 800-289-9999.

We also encourage seniors and those who care for them to use
the NASD Web site, where we provide a wide range of tools and
resources, including the alerts I mentioned and other publications
directed to individual retail investors.

Awareness, prevention, and education are major deterrents to in-
vestment fraud. Unless seniors are armed with the education nec-
essary to identify and thus avoid attempts at financial exploitation,
they can more easily fall prey to fraud.

So what recourse do seniors have if they have been misled or oth-
erwise treated unfairly? Investors can lodge complaints with
NASD. Investigating these complaints is a big part of our job. You
can submit a complaint through our Web site or by contacting one
of our district office staff by phone or in writing.

We review every customer complaint, and investors can seek to
recover their losses through filing a case in our arbitration forum.
NASD is the largest dispute resolution forum in the securities in-
dustry. It handles 90 percent of the securities arbitrations and me-
diations in the country.

,Alsc, ~ U11 ir.currotin ea..idations of. br-olie-V-ueuier firms,, 14aOIJ
focuses on sales practice issues, including compliance with our re-
quirement that a recommendation of a securities transaction be ap-
propriate for the investor to whom it is made. This is especially im-
portant when it comes to seniors, who have a more limited time ho-
rizon for their investments and who may need access to their
money for long-term care costs.

NASD also conducts sweeps, a series of targeted examinations
which may involve particular products, often those that are dis-
proportionately sold to the elderly. For example, we recently began
a sweep focusing on the suitability of recommendations to ex-
change, withdraw funds, or take other distributions from variable
insurance products in order to fund investments in equity indexed
annuities and the associated supervision of this activity.

Another area where we have focused our attention and resources
is sales seminars, which are often attended by retirees and the el-
derly. These seminars-with titles like. "Asset Protection For Sen-
iors," "Common Sense Retirement Strategies," "Six Mistakes Retir-
ees Make With Their Finances," and "Striking It Rich In Retire-
ment"-sometimes entail high-pressure sales tactics under the
guise of a free lunch or dinner.

We have brought a number of enforcement actions relating to
seminars, and we are joining with the SEC and Florida securities
regulators to review these seminars.

The entire financial industry depends on investor confidence.
NASD exists to bring integrity to the markets and to protect inves-
tors. As we have all been reminded this morning, lasting confidence
must be based on good information and sound regulation.
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Thank you so much for this opportunity to testify, and I would
be happy to answer any questions you have.

[The prepared statement of Ms. Walter follows:]
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Introduction

Mr. Chairman and Members of the Committee: NASD is grateful to the
Committee for inviting us to testify about NASD's work to protect senior investors and
for allowing us to submit this statement for the record.

NASD is committed to protecting investors of all ages through a wide range of
programs. Our work in two areas is especially relevant to today's hearing topic: our
investor education programs aimed at older investors and the work of our regulatory staff
in combating fraud targeted at seniors.

Most recently, we have joined with the staff of the Securities and Exchange
Commission (SEC) and the Florida Office of Financial Regulation in a new initiative
focused on sales seminars. In this new initiative, we 'ill conduct examinations of firms
to determine whether they are complying with applicable rules in conducting sales
seminars and adequately supervising this activity, including the sales literature used. In
addition, this initiative will have an investor education component to make seniors more
aware that they may be targets of problematic sales seminars and that investment
opportunities may be recommended to them that are highly risky or inappropriate for
them, in light of their age, net worth, overall investment experience, income and
investment objectives

Our testimony today will focus on both NASD's investor education and its
examination and enforcement roles.

NASD

Founded in 1936, NASD is the world's pre-eminent private-sector securities
regulator. In 1939, the SEC approved NASD's registration as a national securities
association under authority granted by the 1938 Maloney Act Amendments to the
Securities Exchange Act of 1934. We regulate every broker-dealer in the United States
that conducts a securities business with the public-about 5,200 securities firms that
operate more than 108,000 branch offices and employ about 664,000 registered
representatives.

NASD rules regulate every aspect of the brokerage business. Our market integrity
and investor protection responsibilities include rule writing, compliance examinations,
enforcement, professional training, licensing and registration, dispute resolution and
investor education. NASD examines broker-dealers for compliance with NASD rules,
Municipal Securities Rulemaking Board (MSRB) rules and the federal securities laws,
and we discipline those who fail to comply. Last year, NASD filed 1,399 new
enforcement actions and barred or suspended 740 individuals from the securities industry.
NASD has a nationwide staff of more than 2,400 with an operating budget of more than
$530 million and is overseen by a Board of Governors, more than half of whom are not in
the securities industry.
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NASD Investor Education

Awareness, prevention and education are major deterrents to investment fraud.
Unless seniors are armed with educational tools necessary to actually identify and thus
avoid attempts at financial exploitation, they can more easily fall prey to fraud. NASD
educates seniors and other investors about how to invest wisely and avoid investment
fraud through its own investor education program and through the NASD Investor
Education Foundation.

With results of a 2003 survey showing that an overwhelming 97 percent of
investors realize they need to be better informed about investing, NASD has responded
with an expanded array of resources. These include maintaining a prominent investor
portion of our Web site, www.nasd.com, which features investor alerts and other
publications directed to individual retail investors. NASD also reaches investors directly
through investor forums and other events around the country.

Investor Alerts and Other Publications

NASD has issued a number of investor alerts that warn people about potential
problem products or practices. A number of these alerts focus on products that often are
targeted for sale to seniors. These include alerts on:

* Equity-Indexed Annuities
* Variable Annuities
* "Stretch" IRAs

In one of our alerts on variable annuities, we focused on the marketing efforts used by
some variable annuity sellers to target seniors. For example, as we noted in our alert, one
scare tactic that has been used with seniors is the claim that a variable annuity will protect
them from lawsuits or seizures of their assets. Claims like this one are not based on facts,
but nevertheless help convince older citizens to buy the recommended product.

Other NASD educational publications contain materials of particular interest to
investors who have retired or are contemplating retirement. For example, our 401(k)
Learning Center contains valuable information about withdrawals from that critical
retirement-funding vehicle. Many seniors may find our Bond Learning Center very
helpful since they may typically invest a greater percentage of their assets in fixed
income investments, such as corporate or government bonds. The Bond Center covers all
types of bonds, from savings bonds, to municipals, to treasuries and agency bonds, as
well as information about bond funds, including a risk report card for each bond category.
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NASD BrokerCheck

A critical first step when doing business with an investment professional is
knowing who you are doing business with. NASD's BrokerCheck Program gives
investors convenient access to information about brokerage firms and individual brokers,
which, like other NASD tools for retail investors, is available free of charge. We
encourage investors to use this valuable resource to learn about the disciplinary history,
professional background, business practices, and conduct of brokerage firms and brokers
with whom they invest. Through the Web at www.nasdbrokercheck.com or a toll free
hotline (1-800-289-9999), investors may obtain employment and registration information
and request a disclosure report. NASD obtains this information from the broker, NASD
member firms, the SEC and state regulators as part of the securities industry's registration
and licensing process.

Not only is BrokerCheck an essential first step in selecting a broker or firm, but it
also is a resource that individuals should use periodically to keep tabs on their broker or
firm. BrokerCheck tells you the states in which a broker is registered to do business. It
tells you their employment history and whether they have had any disciplinary problems,
such as certain types of criminal actions, enforcement actions by NASD and other
regulators, customer complaints and certain investor-initiated arbitrations

We urge investors to make use of BrokerCheck to learn about their investment
professionals BEFORE they invest. Investors can also contact their state securities
department to obtain information about brokers and to lodge complaints. Each state has a
separate securities department that regulates the securities industry within its boundaries.

Professional Designation Database

The North American Securities Administrators Association recently urged seniors
to carefully check the credentials of individuals holding themselves out as "senior
specialists," noting that individuals use these designations to create a false sense of
comfort among seniors. NASD's Professional Designation Database,
http://apps.nasd.comlinvestor Informationlresources/designationsl, is the only tool
available to investors that helps them to sort through the list of professional designations
and to better understand what education and experience requirements are necessary for a
designation. This tool allows investors to see whether the granting organization mandates
continuing education, offers a public disciplinary process, provides a means to check a
professional's status, and otherwise ensures that a professional designation is more than
just a string of letters.

NASD Investor Education Foundation

The NASD Investor Education Foundation (NASD Foundation or Foundation) is
a natural outgrowth of NASD's long-standing mission to protect investors and uphold the
integrity of the markets. Investors need a better sense of what they are doing and why.
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Through the Foundation, we meet this need by funding innovative research and
educational projects aimed at segments of the investing public who could benefit from
additional resources.

NASD established the NASD Foundation in December 2003 in response to both
the current environment in the markets and a survey conducted by NASD that showed
that investors still have a number of fundamental questions and misunderstandings about
important investment issues. The Foundation awards grants to fund educational programs
and research aimed at segments of the investing public who could benefit from additional
resources.

One of the NASD Foundation's grant making priorities has been to better prepare
older Americans for handling their finances during retirement. In its first two years of
grant making, the Foundation has funded two grants that focus particularly on older
Americans. One of those grants is funding development of an interactive game-based
educational program to provide investor education with an emphasis on retirement
planning, primarily for 45 to 60 year old women. Funding provided by another grant is
being used to conduct a series of focus groups and surveys with victims of investment
fraud and non-victims to learn more about why the elderly are more frequently victimized
by investment fraud. The grantee will use these findings to determine if a fraud
vulnerability profile exists for seniors and, if it does. develop practical marketing
messages to increase investment fraud awareness among seniors. The project is to be
completed in collaboration with AARP. We anticipate that the project will be completed
in May 2006.

Investor Complaints and Dispute Resolution

NASD's goal is not only to be a source of critical information for individual
investors so that they can make better-informed decisions, but also to take direct action to
protect them. Despite our best efforts to protect investors, however, problems do occur.
What recourse do investors have if they feel that they've been treated unfairly or misled?

In addition to contacting the securities firm's compliance department to discuss a
broker's unfair or improper conduct, an investor may also lodge a complaint directly with
NASD. Investigating complaints from investors is a significant function of NASD, and
we look into all complaints that we receive. Alert investors have helped NASD
successfully discipline many firms and brokers that have violated NASD rules or the
federal securities laws. To report a problem, investors may submit complaints online via
our Web site or send a letter to the NASD Complaint Center.

Although the vast majority of investors will never need to resolve an investment-
related problem, all investors should know that NASD operates a dispute resolution
forum, which handles 90% of securities arbitrations and mediations in the country. To
get more information, or the forms needed to begin such a process, investors may visit
our Web site or contact one of the NASD Dispute Resolution offices. By clicking on the
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Arbitration and Mediation tab at the NASD Web site, investors can access a list of the
Dispute Resolution regional offices and hearing sites.

NASD Regulatory Work to Protect Seniors

As noted above, NASD protects investors by adopting appropriate rules to govern the
conduct of the securities industry; examining securities firms to determine whether they
are complying with those rules, both on a periodic basis and in response to customer
complaints and other red flags; and disciplining firms and brokers who fail to comply--
imposing sanctions ranging from censures to fines, suspensions and expulsion from the
industry. In our routine examinations of broker-dealer firms, NASD focuses on sales
practice issues, including suitability, the requirement that a recommendation of a
securities transaction be appropriate for the particular investor to whom it is made.
Misconduct by firms with respect to the accounts of older investors is identified in
several different ways, including our sales practice reviews, customer grievance reviews
and advertising/sales literature reviews.

Mr. Chairman, NASD is particularly concerned about possible sales practice abuses
in the distribution equity indexed annuities. Equity indexed annuities guarantee the
purchasers a minimum fixed rate of return, but also provide an added opportunity based
upon the performance of a stock market index. The status of these products is unclear
under federal law. Some equity indexed annuities may qualify as securities, in which
case they can be sold only by a broker-dealer subject to NASD oversight. However, most
sales of equity indexed annuities are treated as insurance sales and are not made by
brokers subject to NASD oversight. NASD issued a notice to broker-dealers, urging
them to consider adopting more complete supervisory procedures with respect to these
products regardless of how they are treated. Moreover, NASD and the Minnesota
Department of Commerce have scheduled a roundtable this spring to bring together
insurance and securities regulators, industry representatives, and consumer advocates, to
discuss whether all of us can do more to protect investors in equity indexed annuities and
other annuity products. We hope that the roundtable will represent a significant step
toward more effective supervision and sales practice compliance with respect to
insurance products.

In addition to these policy initiatives, NASD often conducts sweeps, a series of
targeted examinations, involving particular products and the specified products frequently
are investments that are sold to the elderly. For example, we recently commenced a
sweep focusing on the suitability of recommendations to exchange, withdraw funds or
take other distributions from variable insurance products in order to fund investments in
equity indexed annuities and the associated supervision of this activity.

Another area on which we have focused our attention and resources is sales seminars,
which are often attended by retirees and the elderly. These seminars, with titles like
"Asset Protection for Seniors," "Common Sense Retirement Strategies," "Six Mistakes
Retirees Make with Their Finances" and "Striking it Rich in Retirement" are of concern
because they may combine high-pressure sales tactics under the guise of a free lunch or
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dinner. These seminars have been run by the broker-dealers we regulate, as well as other
entities we do not regulate, including investment advisers.

Most of the seminars, although not explicitly targeted at seniors, cover topics that
would be of interest primarily to seniors and retirees, including asset protection, estate
planning and taxes. Other topics covered at seminars include "Tax free IRA/401 K
Withdrawals" and "CD Alternatives," as well as real estate investments. The
advertisements for such seminars sometimes mention a specific product, most commonly
annuities (variable and equity indexed), followed by insurance, REITs (real estate
investment trusts) and mutual funds. As noted earlier, NASD is joining with the SEC and
Florida securities regulators to review these seminars.

Advertising Regulation

Broker-dealers use a variety of communications in presenting seminars. For
example, they may advertise in local newspapers or magazines, or on the radio, and they
may use direct mailings or mass emails. A variety of communications are used in
presenting a seminar, including outlines, scripts, PowerPoint slides and notes, handouts,
workbooks, worksheets and brochures. NASD reviews these communications on a
routine basis and in the course of special investigations and sweeps.

Like any other public communication by a broker-dealer, seminar presentations
must adhere to the content standards of NASD Rule 22 10. The rule generally prohibits
false, misleading or exaggerated statements or claims. The rule requires broker-dealer
communications to be balanced and to provide a sound basis for evaluating the facts with
respect to the product or service offered. These standards apply to scripted-and
extemporaneous presentations as well as any collateral material provided (for example,
handouts, slides or worksheets).

In addition to the content standards of Rule 2210, sales materials of any kind used
by a broker-dealer in connection with a seminar (including advertisements, invitations,
scripts and outlines) must be approved prior to use and in writing by a registered
principal of that securities firm. This material may also be subject to filing with NASD
depending upon its content. Firms must file any sales materials pertaining to mutual
funds, variable annuities, variable life insurance, unit investment trusts and public direct
participation programs. They must also file certain seminar materials related to
government securities, collateralized mortgage obligations and options.

Enforcement Cases

NASD has commenced enforcement actions involving a wide range of abuses
perpetrated on senior citizens. The abuses typically include making unsuitable
recommendations of variable annuity purchases; inappropriately switching elderly
customers from one variable annuity product to another; recommending speculative
securities and use of margin; facilitating the use of home equity to obtain investment
funds; excessive trading and churning; misrepresentations and omissions; forgery;
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unauthorized transactions in customer accounts; fraud such as Ponzi schemes; customer
harassment; and abuse of the arbitration process.

The sanctions and relief obtained in NASD settlements and decisions have been
wide ranging, including suspensions, restitution for customers, disgorgement of ill-gotten
gains and expulsion of firms and individuals from the securities industry. NASD has also
pursued actions against individuals who have failed to pay arbitration awards obtained by
seniors. Such actions have either resulted in payments to the individual
customers/claimants or suspensions from the industry for those who fail to honor their
claims. A few examples follow.

Harassment/Arbitration Abuse

In one recent case, NASD censured and fined Sigma Financial Corporation and its
President, Jerome Rydell, $135,000 for making frivolous filings in Michigan state court
to harass and intimidate elderly customers (a husband and wife) who had obtained an
arbitration award against Sigma. Rydell also was subjected to a 10-business-day
suspension in all principal capacities and Sigma agreed to reimburse the elderly couple
the $110,000 in attorney's fees and costs they incurred over three years defending
themselves against the firm in the Michigan court litigation.

Unsuitable Recommendations

In a case involving unsuitable sales of variable annuities and mutual funds, a
registered representative, John S. Blount, was barred from association with any NASD-
regulated firm and ordered to pay more than $1.5 million in restitution plus interest to 10
customers. In one instance, where the customer was a 62-year-old retiree who wanted to
keep his principal safe and anticipated the need for funds within a few months, Blount
convinced the customer to invest almost all of his liquid assets in a variable annuity
contract with high-risk sub-accounts and a six-year period during which substantial
penalties would be imposed if the customer surrendered the contract. Later, the customer
was forced to borrow against his home to purchase a car and make home repairs.

Fraud/Ponzi Schemes

In July 2001, Patrick Anthony, through his broker-dealer firm Camden Securities,
solicited $80,000 from two elderly investors (ages 79 and 64), purportedly to invest in a
new start-up company. The deal was a fraud; Anthony diverted much of the money to his
failing firm, himself and to family members. NASD charged Anthony with violations of
NASD Rule 2120 and SEC Rule lOb-5. In the settlement, NASD suspended Anthony
from the industry for two years, barred him from serving in a principal capacity with any
NASD-regulated firm, fined him $10,000 and ordered him to pay restitution totaling
$77,400 plus interest to the two customers.

Another fraudulent scheme involved a registered representative named Francisco
Galvan, who recommended that a 59-year-old retired nurse purchase stock of Internet
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Ventures, Inc. (lVI) and Rockwindow Television Network, Inc. (Rockwindow) for
$25,000 and notes issued by IVI and.The Diligent Group for $305,000. Not only.did the
retired nurse invest all-of her liquid assets, but at Galvan's suggestion, she used her credit
cards to finance $26,250 of the $30,000 she invested with The Diligent Group. Although
she received a 60-day promissory note from the Diligent Group reflecting that she would
be paid $45,000 plus the cost of obtaining the funds from her credit cards, she received
nothing. Apparently, she had intended-to use the-interest earned to surprise her husband
by paying off the motor home that they owned. Mr. Galvan was barred from the
securities industry as a result.

Misleading Advertising

A case based on misleading advertising involved a registered representative
named Dennis L. Marlowe, who was barred for use of misleading advertisements,
including seminar advertisements. Another case involved a representative named
Cynthia M. Couyoumjian who received a 31-day suspension and a $20,000 fine for
seminar-ads and a seminar workbook that, among other problems, promoted equity
indexed annuities using misleading and unbalanced statements and claims.

In addition to these formal actions, NASD has issued numerous Letters of Caution
to firms for use of problematic seminar materials. In addition, NASD has referred five
matters to Florida and California state regulators relating to retiree seminars where
NASD had no jurisdiction.

Conclusion

Thank you for giving us the opportunity to testify on these important topics and
for your important work on this issue. America's elderly deserve honesty and integrity
from those who sell them financial products. NASD will continue its work to protect all
investors, including seniors. Mr. Chairman, we encourage every investor, and especially
seniors and those who care for them, to look to NASD and for answers, information and
help so that they can make informed investment decisions.
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Senator KOHL. Thank you very much, Ms. Walter.
Now we will hear from Ms. Wyderko.

STATEMENT OF SUSAN FERRIS WYDERKO, ACTING DIRECTOR,
DIVISION OF INVESTMENT MANAGEMENT, U.S. SECURITIES
AND EXCHANGE COMMISSION (SEC), WASHINGTON, DC

Ms. WYDERKO. Senator Kohl, on behalf of the Securities and Ex-
change Commission, thank you for the opportunity to testify today
about our efforts to protect and educate investors, including our
Nation's senior citizens.

I am the director of the SEC's Office of Investor Education and
Assistance. My office is the front door of the commission for indi-
vidual investors. Nearly every day, my staff fields telephone calls
and receives letters and e-mails from seniors or from the children
and caregivers of seniors.

The subject of your hearing, financial fraud on the elderly, is one
that our chairman, our commissioners, and I care about deeply.
Some of the cases that we see are heart-breaking. They involve
seniors bilked out of all of their savings at a time of their lives
when they need it most and can't recover.

In our experience, the two most common challenges senior inves-
tors face involve avoiding outright scams and learning how to fend
off high-pressure sales pitches for legitimate, but arguably unsuit-
able products. These include the "free lunch" seminars that encour-
age seniors to purchase variable annuities and other complex man-
ufactured products with contract riders promising guaranteed
death benefits.

So let me tell you what the SEC is doing to protect seniors in
the enforcement area, in our inspections, and from a consumer edu-
cation perspective. Over the last 2 years alone, our Division of En-
forcement has brought at least 26 enforcement actions aimed spe-
cifically at protecting elderly investors. Many of these actions were
coordinated with State authorities.

One recent case involved a $144 million Ponzi scheme that lured
elderly victims in southern California to workshops with the prom-
ise of free food. The fraudsters then bilked them out of their retire-
ment money by purporting to sell them safe, guaranteed notes.

While it is important to catch wrongdoers and bring them to jus-
tice, it is always better to prevent wrongdoing. So that is why our
examination staff, together with the NASD and the State of Flor-
ida, will soon be conducting a series of examinations of broker/deal-
ers and advisors that lure seniors to, attend sales seminars, many
times at fancy hotels and restaurants with the promise of a free
lunch.

Our examiners will be looking at the firms that sponsor these
seminars to see whether the sales seminars are supervised, wheth-
er the sales people are making wild claims of possible returns on
an investment, and whether the risks that are inherent in any in-
vestment are being appropriately disclosed.

Now while enforcement and inspection activities are important to
stopping fraud and misleading sales practices, our best defense
against fraud is an educated investor. The dominant theme: of the
SEC's investor education materials is, "Investigate before you -in-
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vest." We encourage individuals to ask questions and fully under-
stand any investment before purchasing.

We publish clear and concise explanations of some of the most
complex products that are sold to a senior, such as variable annu-
ities and equity indexed annuities. We also counsel investors to
check out the background and credentials of any securities sales-
person or financial professional.

We stress that if a deal sounds too good to be true, it usually is.
We don't copyright any of our materials. We make them freely
available in both Spanish and English.

Now we know that many seniors and many children and care-
givers of seniors are using the Internet to search for information
on investing. That is why we recently created a page on our Web
site specifically aimed at senior citizens. This page provides links
to critical information on investments commonly marketed to sen-
iors. It also warns against the dangers of listening to the sales
pitches of cold callers.

Senior citizens who want to know more can ask for a copy of our
senior care package, which is a collection of our most popular bro-
chures for seniors.
* In closing, I would like to thank this Committee for recognizing

the importance of the commission's efforts in helping our Nation's
seniors to rest more easily with their investment decisions. I appre-
ciate your inviting me to speak on behalf of the commission, and
I would be happy to answer any questions you may have.

[The prepared statement of Ms. Wyderko follows:]
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BEFORE THE-SPECIAL COMMITTEE ON AGING
UNITED STATES SENATE

March 29, 2006

Chair-man Smith, Ranking Member Kohl, and Members of the Committee:

I. Introduction

On behalf of the Securities and Exchange Commission,.thank you for the
opportunity to testify today about our efforts to protect and educate investors, including
our nation's senior citizens.

One of the most important things I want to communicate to you today is that the
subject of your hearing - financial fraud on the elderly - is one that our Chairman, our
Commissioners, and I personally all care about deeply. We not only care about it, but we
are rolling up our-sleeves and doing our absolute best to protect its victims. Some of the
cases we see-involving seniors bilked out of all their savings at the time of their lives
when they need them most and can not recover-are heartbreaking; Financial fraud
erodes the trust on which our entire financial system is premised. Scam artists end up
hurting far more people than they targeted. As Chairman Cox noted just last week, this
issue is daily becoming more pressing for-us because the Baby Boom generation will
soon start retiring. No fewer than 75 million Americans are due to turn 60 over the next
20 years, more than 10,000every day. And these people will have a-lot of assets. As
Willie Sutton is famous for saying that he robbed banks "because that's where the money
is," our older population has been and will continue to be a tempting target for securities
fraudsters.

So let me tell you what the SEC is doing about this - in the enforcement arena, in
our oversight operations, in our inspections, and from a consumer education perspective -
keeping in mind that our efforts on behalf of the elderly will only grow in the months and
years ahead.
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The SEC's mission is to protect investors, maintain fair, orderly, and efficient
markets, and facilitate capital formation. We actively seek to detect problems in the
securities markets, prevent and deter violations of the federal securities laws, and alert
investors to possible wrongdoing. When violations occur, the SEC aims to take prompt
action to halt the misconduct, sanction wrongdoers effectively, and, where possible,
return funds to harmed investors.

While our programs aim to foster fair markets for all investors, we have seen that
some securities industry professionals target identifiable groups, such as seniors, for
inappropriate products or opportunities, and that fraud artists frequently prey on the
elderly. We're taking a three-pronged approach to combat fraud in all its manifestations,
including elderly investment fraud: enforcement, examinations, and education.

I am the Director of the SEC's Office of Investor Education and Assistance. My
Office is the "front door" to the Commission for individual investors. Every year, my
staff handles tens of thousands of complaints and questions from investors who contact
the SEC. And nearly every day, my staff fields telephone calls and receives letters and
emails from seniors or from the children and care-givers of seniors.

These calls and letters tell sad stories of seniors who succumbed to sales pitches
for products that simply were not appropriate or who did not understand key features of
an investment. Here are a couple of cases that illustrate the kinds of problems involving
the elderly that we see every day. We heard from the grandson of a gentleman - now
deceased - who had struggled for more than 6 years to reverse the purchase of a variable
annuity. The agent who sold the product had emphasized features, including a roll-up
provision, that the investor was not even eligible for because of his age at the time he
signed the contract. Only after the investor's death was the matter resolved. While most
complaints we receive are not quite so egregious, they never seem to stop. We recently
helped an elderly, disabled gentleman in Florida who had been trying unsuccessfully for
nearly six months to close out his deceased mother's brokerage account. Time and again,
we see seniors who encounter serious difficulties in effecting what should be routine
securities transactions or otherwise dealing with financial professionals. A major portion
of my office's efforts is directed at helping those seniors.

My office captures key information about the complaints and questions we
receive in an extensive database. While we typically do not know the ages of those who
contact us, we do record the products, people, firms, and types of behavior involved. We
use that information to inform other divisions at the SEC, so that the agency can better
deploy its investigative and enforcement resources, and better identify the next problem
down the road.

I1. Investments and Scams Targeted at the Elderly

In our experience, one of the two most common challenges senior investors face
involves how to fend off high pressure sales pitches for legitimate, but arguably
unsuitable products. These include "free lunch" seminars that encourage seniors to
purchase variable annuities and other complex, manufactured products with contract
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riders promising guaranteed death benefits. We have also heard anecdotes from
conservative investors and seniors who've been told that they "can't lose money"
investing in equity-indexed annuities or who have been led to believe that ultra-short
bond funds are a low-risk alternative to money market funds or insured certificates of
deposit. These assertions are simply not true. Investors can lose money buying an
equity-indexed annuity, especially if the investor needs to cancel the annuity early.
Ultra-short bonds can vary significantly in their risks and rewards.

The second challenge is avoiding outright scams. Fraud comes in many flavors
and fraudsters can turn on a dime when it comes to tailoring their pitches to capitalize on
the latest trends, from hedge fund investing to charity schemes. But most frauds are not
new. Instead, they're the same old con jobs wrapped up in new packaging. The frauds
targeted at seniors mirror the frauds aimed at broader audiences: "Ponzi" or pyramid
schemes; "promissory notes" sold to retail investors; other questionable debt instruments
that are pitched as providing guaranteed income; and classic "pump and dump" market
manipulations. A Ponzi scheme is a type of illegal pyramid scheme in which money
from new investors is used to pay off earlier investors until the whole scheme collapses.
In a pump and dump scheme, fraudsters drive up the price of a company's stock (typically
a microcap or penny stock) using false and misleading statements and then sell at a peak.
Once the fraudsters quit touting the stock, the price typically plummets, leaving investors
holding worthless or next to worthless securities.

III. Recent Enforcement Efforts Aimed at Protecting Seniors

Over the past two years alone, the SEC's Division of Enforcement has brought at
least 26 enforcement actions aimed specifically at protecting elderly investors. Many of
these actions were coordinated with state authorities. In one notable case, SEC v. D. W.
Heath and Associates, the Commission coordinated with the Riverside County District
Attorney's Office to crack down on a $144.8 million Ponzi scheme that lured elderly
victims in southern California to workshops with the promise of free food. The
fraudsters then bilked them out of their retirement money by purporting to sell them safe,
guaranteed notes.

Earlier this month, in SEC v. Reinhard et al., the Commission obtained an
injunction halting another alleged Ponzi scheme, this time in Allentown, Pennsylvania.
The Commission's complaint alleges that the defendants raised more than $3.9 million
from at least 50 investors in several states by claiming to sell certificates of deposit that
did not exist. The complaint further alleges that the primary salesman lured investors,
many of whom are elderly, with promises of above-market rates on FDIC-insured CDs
purportedly issued by a non-existent entity called the "Liberty Certificate of Deposit
Trust Fund;" and that the defendants distributed fictitious investment documents and
account statements to attract investors and to ensure they continued to invest in the
scheme.

The SEC's enforcement staff will continue to aggressively investigate and file
actions against those who prey upon senior citizens. In particular, the SEC will continue
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to bring emergency actions to shut down ongoing offering frauds and thereby prevent
further investor harm and recover assets. These cases often involve frauds that lure
prospective investors with claims of outlandish returns and purportedly risk free
investments. These schemes involve investments of all types - e.g., limited partnerships
or other interests in oil and gas, real estate or other ventures, promissory notes, and "fake
certificates of deposit," to name just a few.

IV. Examination Initiatives

Our examination program aims to detect fraud and other possible violations of the
federal securities laws; foster compliance with these laws; and inform the Commission
and its staff of compliance issues. The Commission's Office of Compliance Inspections
and Examinations (OCIE) uses risk-based techniques to focus resources on those
activities that could pose the greatest compliance risk to investors and the integrity of the
markets.

As our Chairman recently announced, OCIE, along with the NASD and the State
of Florida, will soon be conducting a series of examinations of broker-dealers and
advisers that lure seniors to attend sales seminars, sometimes at fancy hotels and
restaurants, with promises of a free lunch. While these sales seminars may be perfectly
fine and may provide a free meal, the fact is that sometimes they are used to pitch
unsuitable products, using high pressure sales tactics. Our examiners will be conducting
examinations of the firms that sponsor these seminars to see whether these sales seminars
are supervised, that salespeople are not making wild claims of possible returns on
investment, and that the risks inherent in any investment are disclosed to prospective
investors. And, more broadly, regulators will also be sharing customer complaints in an
effort to i(Jpntifv Cfrmsc that may ta using '. -'- 5 re to se' sc iities io
seniors.

V. The SEC's Investor Education Program

We passionately believe in the importance of educating all Americans so that they
can optimize their chances to reach their personal savings and investing goals. With
nearly one-third of all U.S. investors between 50 and 64 years of age it is critical that
older Americans get the facts they need to make wise financial decisions and avoid costly
mistakes.

My office's contacts with investors underscore that, in the context of a sale of a
financial product, it can often be difficult for investors, especially seniors citizens, to
evaluate the product's features and real costs, to determine whether the information in
sales literature or disclosure documents is accurate and complete, and to weigh the
product's risks and rewards. It can be harder still to ascertain what incentives the
salesperson has in the deal and to assess whether the salesperson's representation of the
product might be clouded by his or her potential financial gain. That's why at the SEC
we spend a great deal of time creating and disseminating neutral, unbiased information
directed at helping people make wise investment choices and avoid fraud.
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While we cannot tell investors which products to purchase, we can and do arm
them with the information they need to assess various products and investment strategies.
The dominant theme of the SEC's investor education materials is "investigate before you
invest." We encourage individuals to ask questions and to check out the background and
credentials of any salesperson or financial professional they use. In addition, we give
investors resources for researching companies and tips for avoiding fraud. We do not
copyright any of our materials, and we make them freely available to all, in both Spanish
and English. Our goal is to empower investors, to give them the tools they need to
evaluate their investment options and make informed decisions.

We know that many seniors, and many children and caregivers of seniors, use the
Internet to search for information on investing. That is why we created a page on our
website aimed specifically at senior citizens. This page provides links to critical
information on investments that are commonly marketed to seniors - including variable
annuities, equity-indexed annuities, promissory notes, and certificates of deposit. It also
warns against the dangers of listening to the sales pitches of cold-callers and alerts
seniors to the very real threat of affinity fraud - scams that prey upon members of
identifiable groups, such as religious or ethnic communities, professional groups, or the
elderly. Senior citizens who want to learn more can browse through our "Senior Care
Package," a collection on our website of our most popular brochures for seniors (which
are also available in hard-copy). Illustrative examples of brochures that we publish that
might be of special interest to seniors include: Cold Calling and Variable Annuities:
What You Should Know.

One of the most successful educational tools that we have found in recent years
has been - if you will - running our own con on gullible investors. Experience has
shown us that some investors troll the Internet to identify the next "big thing," the next
sure-fire investment winner. We have discovered that these folks, some of whom turn
out to be victims in the enforcement actions we bring, did not visit www.sec.gov to get
the benefit of our prudent, sensible advice before investing in a get-rich-quick scheme.
Knowing all of this, we go to our audience, instead of expecting them to come to us. We
run a series of fake investment scams on the Internet, all designed to illustrate the
warning signs of on-line investment fraud. Each scam boasts a "can't-miss" investment,
offering truly unbelievable returns. If the user clicks to invest, he or she gets a message
from us about the necessity of researching before investing. Our goal is to warn investors
about fraud before they lose their money.

Our most recent foray into the world of Internet fraud is a Katrina-related "fake
scam site" at GrowthVenture.com. Like our other fake scam sites, Growth Venture
purports to be a no-brainer investment. But if you click to invest, you'll get a stern
warning from us, the'FBI, U.S. Postal Inspection Service, and NASD. Our other fake
scam sites cover initial public offerings, hedge funds, mutual funds, and online
newsletters that tout emerging technology and pharmaceutical companies.
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VI. Coordination with Other Parties

Helping our nation's seniors is not a task that can be undertaken solely by the
federal government. Efforts by multiple parties play an important role in equipping
consumers with needed financial skills. Coordinated actions can efficiently reach seniors
with high-quality, unbiased information. That's why the SEC works with others to
leverage our efforts.

-All those with authority should focus enforcement, examination, and investor
education efforts in areas where seniors may be most vulnerable. On the education front,
we and our colleagues at NASD recently have targeted efforts to reach seniors, including
those who are being asked to attend these "free lunch" seminars. We are also reaching
out to state regulators to support their Seniors Against Investment Fraud (SAIF)
programs, starting first in California and Florida. Within the limits of staffing and budget
constraints, we attend investor fairs and speak at gatherings, including those organized by
senior groups. For example, we regularly participate in AARP's National Event & Expo,
reaching thousands in a targeted forum designed specifically for-seniors. Whenever
possible, my staff and staff in the Commission's field offices also meet with smaller
gatherings of seniors.

SEC regional and district offices will work closely with self-regulatory
organizations as well as federal, state, and local criminal and civil agencies to identify
possible fraudulent offerings that target seniors. As part of our examination initiative, the
SEC will also coordinate with other regulators, including with self-regulatory
organizations and state securities regulators, with respect to examinations of broker-
dealers and advisers. Regional examination planning "summit meetings" will include
sh nong infarsmtinn .v,;n russet to fn.,-- 'hat specializ: in mcoiiun nding securities or
providing advice to seniors. In particular, regulators will share customer complaints and
other information that may indicate that firms are targeting seniors for inappropriate sales
of securities, and will conduct on-site examinations of these firms.

We welcome any suggestions from our fellow panelists today and from the
Committee as to coordination ideas we might employ in the future to enhance senior
protection.

VII. Conclusion

In closing, I would like to thank the Committee members for recognizing the
importance of the Commission's efforts in helping our nation's seniors to rest more easily
with their investment decisions. I appreciate your inviting me to speak on behalf of the
Commission, and I would be happy to answer any questions that you may have.
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Senator KOHL. Thank you, Ms. Wyderko.
Ms. Struck, it seems. that, in most cases, by the time your office

receives a complaint, the senior's investment money is long gone.
What type of proactive investigations does your office undertake to
detect potential scams before they go too far?

Ms. STRUCK. Thank you, Senator Kohl, for the opportunity to an-
swer these questions.

We have an exam program that allows our examiners to go into
the offices of securities professionals, and that is why in my testi-
mony I stressed the importance of including certain products, such
as variable annuities, as securities under our State laws.

Because if we don't have the authority to regulate the people
selling those products, then we don't have the ability to look at
what is going on in their offices and make sure that the sales prac-
tices that they are engaging in with investors, including seniors,
are fair and appropriate.

In addition, we are engaged in a number of educational efforts.
One of the newest ones that we are excited about, that Wisconsin
has just signed on for, is in conjunction with the AARP, and that
is called the Campaign for Safe and Wise Investing.

What that will do is to take members of our staff, as well as rep-
resentatives of the AARP, into local communities throughout the
State to meet in comfortable surroundings with investors to answer
their questions and help provide education for them, tips on how
to protect themselves when they are dealing with a financial pro-
fessional.

Senator KoHL. How often do senior victims of investment fraud
recover the money that they lost?

Ms. STRUCK. It is very rare, unfortunately, for investors ever to
recover the money lost in an investment scheme. There are occa-
sions where money has been recovered, but most times by the
time-as in the situation that Mrs. Mitchell outlined or the case
that I outlined, Kenneth Hackbarth, the pastor from Wisconsin-
once the money has been spent on a lavish lifestyle of the person
collecting the money, it is too late, and there is nothing left to gain
back for investors.

Senator KOHL. Ms. Walter, disclosure of key information, such as
fees and penalties, is an important way to protect seniors from un-
expected losses. So how can we make it easier for seniors to receive
the information they need to make informed decisions without
overwhelming them with the piles of documents and legalese that
so often-

Ms. WALTER. That is a very important question. The SEC cur-
rently has outstanding a proposal specifically with respect to mu-
tual funds and certain other products, including variable annuities,
to provide point of sale disclosure. That means short, to the point,
plain English disclosure at the time or right before an investor ac-
tually makes a decision to invest that outlines those fees and pen-
*alties.

NASD put together an industry task force of experts in both se-
curities firms and mutual fund firms and has submitted comments
and a task force report to the SEC strongly supporting that item.
So that we put together a prototype disclosure document that in-
cludes disclosure of fees and expenses, and we also think it is im-
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portant to include short, to the point, plain English disclosure of
the main features of an investment.

I know that proposal is on the SEC's agenda to move forward
with this year.

Senator KoHL. Ms. Walter, as we have learned today, making
sure an investment is suitable for an investor's specific situation is
very important. How does NASD enforce the suitability rules it has
in place for its member brokers and dealers?

MS. WALTER. There are a number of avenues. As you have heard,
the States have an examination program. We have a national ex-
amination program, and it consists of two main parts. First, there
are routine exams where we go in on a periodic basis and examine
the firms, and the length of time between those exams is deter-
mined by the risk that firm presents based on a number of dif-
ferent factors.

In addition, as I mentioned in my oral statement, we investigate
or we review every single customer complaint we receive. So if a
customer has a complaint, they can be assured that someone at
NASD will be looking at that.

We have sweeps, which, in addition to our normal exam program,
target specific areas where we think that there may be a problem,
whether there are specific types of conduct, specific lines of busi-
ness, and specific products.

When we bring enforcement actions, I certainly agree that it is
all too rare that people get their money back. But we have made
it a priority in -tr enfhrcement actions where there are specific Ale-

tims that have been identified, if there is money, to order restitu-
tion so that when it is still available and hasn't been absconded
with, investors can perhaps get their money back through that ve-
hicle as well.

Senator KoHL. Thank you.
Ms. Wyderko, just a few days ago, SEC Chairman Cox said that

the agency is stepping up its efforts to protect elderly investors
from fraud. Can you tell us a little bit more about what these ef-
forts are? Aside from looking at sales seminars, what else will
these new efforts focus on?

Ms. WYDERKO. Our efforts are going to be focused on a double-
barreled approach. As Patty Struck said, we also believe that ag-
gressive enforcement, coupled with aggressive investor education,
is the best way to go.

So our inspections folks will be working with other regulators,
the NASD and the State securities regulators, to go look at semi-
nars that are targeted to elderly Americans. I think that is a very
important place to begin. We will also be looking at our enforce-
ment cases and bringing them aggressively where appropriate.

As Mr. Minkow said, we do see cases of affinity fraud, where
fraudsters go into a community and bring together people with a
certain attribute, whether it be a church affiliation or elderly peo--
ple or some other affiliation, and they try and bilk them out of
their savings in that fashion. So, we aggressively go after cases of
Ponzi schemes like that, affinity frauds where we see them.

We are also working with State securities regulators and others
to disseminate investor education materials. This is very important
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to the extent we can get the word out to elderly Americans that
it is OK to hang up-on cold callers.

We need to get out the word to empower Americans to ask how
the securities salesperson is being paid, being compensated for a
transaction. We need to get the word out that it is not embar-
rassing or inappropriate to ask questions about an investment op-
portunity that you don't understand.

In this way, we can empower Americans to protect themselves,
which is really our best defense against fraud.

Senator KOHL. Mr. Minkow from our first panel stated that in-
vestment scam artists aren't really concerned about being caught
because they know that regulatory and enforcement agencies are
not focused on them and don't have the resources that they need
to do their jobs. What are your thoughts. on the comments that he
made?

Ms. WYDERKO. I think we do have a lot of resources that we are-
bringing to this problem, and I will note for the record that he did
go to prison.

Senator KOHL. That is pretty definitive. [Laughter.]
I would like to ask all three of you what is it about people who

are in their senior years makes them more vulnerable to invest-
ment scam or, in fact, are they more vulnerable? Ms. Struck.

Ms. STRUCK. It does seem that the older people get, the more vul-
nerable they become. -While I am not a physician or a psychologist
and I don't understand why that happens, my friends and I talk
about this all the time.

I ran into a friend who is an insurance regulator a couple of
weeks ago, and we were talking about just this question. She said,
"Patty, I don't know what it is, but I am just so terrified that it
is going to happen to my mother."

So while I can't explain it, it is something on which all regu-
lators, social scientists, journalists, and all reasonable people seem
to agree. It happens as people get older. They just become more
vulnerable.

Senator KOHL. Hmm. Do you agree with that, Ms. Walter?
Ms. WALTER. I do. Part of the reason is because older-investors

have gone through their wealth accumulation phase. So they prob-
ably have more funds available than they had at any other point
in their lives.

We certainly agree that we don't have all the answers. That is
one of the reasons that we- have funded this WISE Seniors Services
grant I mentioned earlier.

They, with AARP, are going to do research to determine that, to
try to determine if there is a specific fraud vulnerability profile, not
only just being older, but who in particular do they target among
the older citizens? So.that we can target our educational efforts
and perhaps our regulatory efforts as well to try to keep this from
happening.

Senator KOHL. It is interesting because you think of one of the
profiles of older people is they become a little bit more cautious,
more conservative, more careful. Yet you are suggesting that they
are, Ms. Wyderko, more susceptible?

Ms. WYDERKO. My theory is that our seniors in America grew up
in a different culture. They grew up being taught that it was impo-
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lite to hang up on people. They grew up believing that if someone
said they were your friend, in fact, they were your friend.

I believe that they grew up in a more trusting era of our Nation's
history, and that as the rules-the culture has moved and the rules
of the game have changed, that fraudsters are taking advantage of
our seniors and their trusting, unwillingness to suspend their dis-
belief.

Senator KOHL. To each of you, we have heard today about the
issue of unregistered and unlicensed individuals selling unregis-
tered securities. So what do you all think is the best way to ad-
dress this problem? Ms. Struck.

Ms. STRUCK. Just to underscore the most important message that
we can deliver is this twofold way of addressing the problem. One
is through aggressive enforcement as the NASD, the SEC, and
State regulators bring to bear against this problem. We need to ag-
gressively enforce our laws.

The other way is through the programs that we have described
today that reach out and actually have an impact on senior inves-
tors.

Senator KoHL. Ms. Walter.
MS. WALTER. Come back to the basic point that I think we have

all emphasized is that you need to know with whom you are deal-
ing. The very first thing someone needs to do when they have lo-
cated a potential advisor or financial consultant or someone is of-
fering them a deal that may be too good to be true is to check out
that person.

You can do that through NASD, and you can do it through your
State securities regulator. If, in fact, those systems come up
blank-there is no registration, either at the State level or at the
Federal level-that itself is a red flag.

We really, through our educational efforts, have to encourage
people to be very suspicious if they are dealing with someone who
isn't registered with a regulatory authority.

Senator KOHL. Do you agree with that, Ms. Wyderko?
MS. WYDERKO. I do. I would add that we all need to redouble our

efforts to get out the fundamental message that if an investment
opportunity sounds too good to be true, it most definitely is too
good to be true.

We all need to work together to share enforcement tips and leads
that we get. I know that we all keep data bases and share com-
plaints from customers, and we need to be aggressive in following
up on those.

Senator KOHL. Well, we thank you all very much for being here
today. Unfortunately, our Chairman, Gordon Smith, is stuck in a
markup this morning, and he won't have a chance to make it.

Much work remains to be done, and I look forward to working
with you to put an end to seniors losing their hard-earned retire-
ment money to scams. As we have said today, we need to continue
to educate seniors about the traps and the snares that they are fac-
ing. We also plan to work on common sense legislation that will
tighten the rules regarding who is selling securities and how those
securities are being sold.
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In addition, we will be working to ensure that enforcement and
regulatory agencies have the resources and the training they need
to combat investment fraud.

So thank you so much for coming. I think you have added a lot
to the discussion, and we look forward to working with you.

This hearing is closed.
[Whereupon, at 11:06 a.m., the committee was adjourned.]
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Don and Judy Scott
P. 0 Box 2697

Sequim, Washington 98382
(360) 582-9354

March 1 8 h, 2006

Senator Herb Kohl
Ranking Member
Special Committee on the Aging
Washington, DC 20510-6400

Dear Senator Kohl and Committee Members:

My name is Don Scott and I am 79 years old and I live in Sequim, Washington. I
am writing this letter in hopes that you will read it carefully and use my
experiences to help others who may be what I call 'elderly and vulnerable.'

I am a firm believer in things happening for a reason. Although my wife Judy and
I live in Sequim, last January 2005 we were visiting San Diego, California. While
watching the morning news on the local KUSI affiliate, I saw an interview with
Barry Minkow. He was talking about his recently released book, his past' life as a
urirrtiriai and his current life working under cover for law entorcement identifying
financial crimes in progress. And that's when I first heard Barry mention a
factoring fraud that he had uncovered totaling over 55 million dollars called MX
Factors.

You see, my wife and I had recently invested $210,000 in a company called Par
Three Financial. This company offered returns of 30% a year and claimed to be
factoring receivables for check cashing companies. Since a banker friend of
mine recommended me to the deal, I initially had no fears that the company was
a solid investment. That is until I saw Barry in this interview.

Since this money was most of our life savings and since there was no possible
way I could ever earn it again at my age, I visited Barry's church in San Diego.
After a service I introduced myself to him and explained my investment in Par
Three Financial. I also gave him all the paper work and the company web site.
Barry promised that he would check it out and then he said something that I will
never forget. He told me that no matter what, he would get my money back. I
felt comforted and my wife and I decided to trust Barry with what amounted to our
life savings.
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Within 48 hours Barry called me and explained that after thoroughly reviewing
the materials he believed that Par Three Financial was perpetrating a large fraud.
He told me to do two things. First. he asked that I introduce him to Par Three
Financial as a potential investor which I did immediately. Then he told me I
would need to cooperate with three people from law enforcement-Peter
Delgreco at the SEC in Los Angeles: Peter Norell from the FBI office in Santa
Ana and Karen Patterson from the Califomia Department of Corporations. He
assured me that these people could be trusted and needed to know the truth
about my investment in Par Three Financial.

Meanwhile, Par Three Financial was actively soliciting new investment capital
from people across the country through adds in newspapers and their web site.
The company even offered current investors a commission for bringing in new
investors.

Then, in only a matter of days. Barry submitted to me a detailed 32 page report
addressed to law enforcement that he had written which I am including as an
addendum to this letter. The report proved to me beyond any doubt that Par
Three Financial was a financial crime in progress. Barry went so far as to hire
an outside expert in the banking industry who stated that Par Three's business
model was untenable. Barry asked me to not yet share the report with anyone
and to continue to cooperate with law enforcement. He then said that I should
create a reason to ask Par Three for my money back. He also reassured me and
told me not to worry about my investment. 'You will get your money back. Don. I
promise." Barry would always say.

Simultaneously Barry was promising the people at Par Three that he would
invest his money once I received my money back. Although at took several weeks
and many phone calls, the company returned my S200,000. I couldn't believe it!

The other $10,000 i invested through my IRA and I was told it would 'take longer
to process the paper work." As soon as I got my $200,000 back, the Associated
Press printed a story based on Barry's report questioning the Par Three Financial
business model. Within weeks after that article, the company was shut down by
the SEC and the FBI and the California Department of Corporations. It was then
I discovered that there were investors all over the country and millions of dollars
had been raised.

As it turns out, the person behind perpetrating the Par Three fraud was a
convicted felon. What an irony. A convicted felon stole my money and a
convicted felon got it back for me. If this didn't happen to me, I wouldn't have
believed it.

Today my wife and I work with the court appointed receiver in Florida to recover
our final $10,000. However, that we were able to recover our $200,000 literally
saved our financial lives. Which bnngs me to my last point.
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Barry Minkow never charged me. He never asked me for any money. Even
when I offered him money he did not accept it. And although to this day I don't
know ail the details as it relates to the question of 'how," he promised me I would
receive my money back-and I did. But other stories do not share such a happy
ending. I applaud you Senator Kohl and the entire committee for asking the right
question: how do we protect seniors?

My advice is three fold. First, we have obvious vulnerability. We do not want to
out live our savings and will therefore be forever vulnerable to these types of
investment scams. So we invest out of fear and fear can cloud good judgment.
Second, that law enforcement would follow the lead of Peter Delgreco, Peter
Norell and Karen Patterson and be more proactive in identifying, infiltrating and
shutting down these schemes proactively.

Finally, please never underestimate the shame and embarrassment factor. We
who have fallen for a scam may hide it from our kids out of shear
embarrassment. I know I had those feelings. I did not want to believe I had
placed almost my entire life savings in a fraud. Disclosure is a real issue for
those of us who fear how we may be perceived by our children.

I hope and pray that my experiences can help prevent the elderly from being
victimized. I truly mean that. If I can answer any further questions, please do not
hesitate to call me at (360) 582-9354. 1 am not in good health so I cannot.travel
anymore, but am available by phone. As for Barry Minkow, what he did for me
will not make the front page of any newspaper. Funny isn't it? Had he
perpe-atimd tdis Par Three fraud the wnole world would have known about it but
since he uncovered it and got an old man from Sequim, Washington his money
back and proved that people can change-well, I guess that's not much of a
story. ThanK you Senator Kohl and the others on the panel for making it one.

Respectfully Submitted

, Sot

Don Scott
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March 21, 2006

Chairman Smith and Senator Kohl
T,* A US Senate Special Committee on the Aging

,,. * zoo Is~a:25 Dear Chairman Smith and Senator Kohl and Committee members;

I hope this letter finds you well. I have never written to the US Senate so
forgive me in advance for any procedural errors. I want to briefly tell my
story because I think it will have an impact on the work this committee is
trying to accomplish. I want to warn you in advance that what I am about
to write to you is simply impossible to believe. I think you need to know
that in advance. However, I can corroborate everything within this letter
and simply ask that you read it with an open mind. Again. I believe it will
be worth your time.

My name is Josh Kriteman and I own a company called Synergy
Consulting in Los Angeles. My wife and I often diversify our investment
portfolio by investing in certain seemingly profitable business
opportunities. In March of 2005 one such opportunity that we invested in
was a company called Rainmaker Real Estate Partners- which had
offices in New York and Los Angeles.

The company was run by an attorney named Alireza Dilmaghani and
essentially sought investment capital to build assisted living homes for
the elderty. The company promised investors a 25% annual return
through their web site and adds placed in newspapers in Los Angeles and
New York. They would use the investment capital to build and manage
assisted living facilities in New York and Los Angeles. Although I am only
35 years old, my parents are 76 (father) and 68 (mother). I saw this as an
opportunity to make money and to help the elderly find housing.

Rainmaker Real Estate Partners was also seeking money directly from
elderly people in need of assisted living. In exchange for the equity in
the home that they were currently living in. the perspective elderly
investor could secure. for $250.000, a living space in a newly constructed
Rainmaker Real Estate development. Thus. this business opportunity
materially impacted the elderly.

My wife and I ultimately invested $11 0,000 into the Rainmaker investment
opportunity. However, in May of 2005 we became suspicious after
watching a 60 Minutes episode where Steve Kroft was interviewing one
time felon Barry Minkow. I immediately contacted Mr. Minkow and told
him about the Rainmaker deal. He asked for the web site and the various

'S-:IWVI, ~- !q l}0-06.q. inon
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email communications between the company and myself along with all
other relevant materials.

In a matter of days Mr. Minkow called me and told me to withdraw my
$110,000 principle investment. In that short amount of time between
when I first contacted Mr. Minkow and when he called me back he had
written a 40 page report documenting various inconsistencies in the
Rainmaker business model including pictures of facilities the company
supposedly owned and was running in Long Island that did not appear to
exist.

He also had hired an expert in the assisted care facility business who
proved that Rainmaker had none of the necessary licenses in California
or New York to operate an assisted living facility. The report then went on
to prove that although Mr. Dilmaghani was a lawyer, he was apparently
not aware of the securities laws as he was clearly offering an
unregistered security via the internet to the general public.

Simultaneously, Mr. Minkow also contacted the FBI in Long Island and
the SEC in Los Angeles and informed them of the scheme and the
evidence he had secured. Based on his report, my wife and I asked and
later reprivld our full invpstment hack It was not !onIr after that mhen the
FBI and the SEC raided the New York and Los Angeles facilities of the
Rainmaker operation.

After the company was raided, the lawyer. Mr. Alireza Dilmaghani who
owned Rainmaker told the New York Post that the SEC and the FBI were
trusting the word of a convicted felon to interrupt his legitimate business
operation and that he was going to sue Mr. Minkow for his actions Then
his associates on the west coast who brought me into the investment
made similar threats to me and my wife.

However within days of making those threats, Mr. Dilmaghani signed a
TRO admitting he was offering an unregistered security and misleading
investors through misrepresentation. His partner has fled the country and
is still being sought by law enforcement. Rainmaker is no more but
thanks to the proactive work of Mr. Minkow, cash was frozen in their
accounts and is in the process of being returned to investors. People will
lose some of their principle, but it will not be the entire investment. And
most importantly of all, the elderly have been taken out of harms
way.

And if the above is not believable enough for you. wait until you hear this.
I had made another investment in a real estate deal and was having
trouble collecting my original investment. I ran it by Barry Minkow and
told him the person I had invested with was Edward Showalter. There
was a long pause on the phone before Barry asked for the materials and
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liately sent me by email a Wall Street Journal article written I
e and dated August 2003.

ory talked about how Barry uncovered the case of Ed Shc
guy) who was then trying to raise millions of dollars

itional cement company. Barry once again contacted the Fl
:C and helped me and other investors piece together the 20
real estate fraud Mr. Showalter was perpetrating. The SE(
iowalter down in November of 2005 and he is currently ii
ations with the US Attorney's office for criminal charges.

J Mr. Minkow many times how much he charges for his "uncc
id" services. The standard answer I received was: "Don't
it." To this date he has never asked me for a dime for what
i, my wife and his services. He explained that his trainir
ng engagements that he does regularly fund his undercove
ie kind of "restitution" for his past.

!re you have it--a story that if it did not happen to me, I wot
ielieved it. But it did happen. And there is one thing I know.
:alled Barry Minkow I would have never predicted that he
a matter of weeks, uncover two frauds and save me and
investors hundreds of thousands of dollars. What did he

? He got threatened by the perpetrator.

Dt know if all prison conversion stories turn out like Mr. Min
,an only hope for the sake of the investing public that th,
ian Smith and Senator Kohl and members of the committee.
ik you for taking the time and reading this letter.

ctfully. -

Critem .
By Consulting, LLC
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Dear Senator Kohl, Mr. Chairman and other members of the committee:

It is a real honor to be able to appear before this committee. It is not everyday that we
convicted felons get a chance like this so I hope I do not waste this opportunity. I do not
think you need someone like me to give the comminee a whole lot of statistics on
financial fraud and its impact on the elderly. There are those that are far better equipped
and educated to provide that kind of data. I would rather focus on what I can uniquely
bring to the discussion based on my past and current experiences in fraud perpetration
(much to my shame) and now in fraud detection. So I will open with a few facts about
fraud.

Facts about Fraud

First, let me define what I mean by the term 'fraud." In the world of fraud perpetration it
is not a legal definition but a pragmatic one. Fraud is the skin of the truth stuffed with a
lie. This is why it is hard for the elderly and other investors to identify it. By this
definition I mean that in my fraud. we really did have 23 locations, lots of carpet cleaning
trucks and equipment and 1,400 employees. And if you called any of those offices we
would be there to clean carpets and furniture so on the surface "skin' we looked good.
However, the 'stuffed with a lie' part of the Z777 Best fraud was the restoration jobs
that we claimed to be completing which accounted for 86% of our revenues. Those
restoration jobs never existed. Successful education to the elderly in the area of financial
fraud prevention must equip people to peal away the mask (skin) and look underneath
(the stuffed with a lie component).

Second, let me explain why we who perpetrate fraud actually perpetrate fraud. Forgive
the simplicity of this answer but we perpetrate fraud because we do not think we are
perpetrating fraud. Sure it is illegal to lie about earnings. hide debt and promise returns
that are extraordinary but if you just knew our story and that we have a big deal coming
that will provide enough revenues to 'cure' our indebtedness, then you would realize that
fraud is not an end in itself but merely a means to an end. A means" vic willingly
justify.

Whether you look at my case where I tried to survive long enough until my personal
ZZZZ Best stock became free trading so I could sell a million shares at I 8 dollars a share.
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and with the proceeds pay off the mafia, pay off the Ponzi scheme and go legitimate or
the case of Martin L. Grass from Rite Aid who -got dirty with the books" because he was
opening 3.000 new stores and ran into computer integration problems and knew the stores
would eventually make money so he lied to the auditors "temporarily" until those stores
became profitable. we who perpetrate fraud convince ourselves that we really are not
crooks. That way we can sleep at night knowing our condition of deceit is only
temporary.

In the case of James Lewis of Financial Advisory Consultants which ended up being the
largest and longest running Ponzi scheme in American business history (almost 20 years)
he lost 20 million of investor money in high risk foreign currency trades hoping to "hit it
big" and pay everyone back or cure his liabilities. The same was true in the case of Nick
Leeson wvbile he was trading at Barings PLC in England. A 223-year-old bank lost a
billion dollars and went under all because Mr. Lesson continued to hide trading losses
hoping to recoup those losses with even riskier trades. My point is that vwe rationalize
our criminal behavior to appease our conscious through the mental vehicle of -'the cure."

Fact number three, we usually start out with the best of intentions. Of course this does
not justify our actions but I did not open a carpet cleaning company in my parent's garage
when I was 16 years old to end up committing a 26 million dollar securities fraud by the
time I was 21. Admittedly the FBI may disagree with me on this issue as it has come up
before in my training sessions (they believe certain people start out from the beginning to
prpctratc fid', aid) I conrede that t i;-is ina) bi i. c bui for ihc majoriqy of frauds that i
have been involved in uncovering and from the people I spoke with in prison during my
87 month incarceration, most appear to have started out with the best of intentions and
then when economic pressure hit to survive they began a life of deceit. In my case, I
initially really wanted to do what was right, but was sadly prepared to do what was wrong
to survive.

I call it the 'right equals forward motion" ethic. "Right" being defined as achievement at
any cost and "wTong" being defined as any auditor, board member or person performing
due diligence on me who gets in the way of my achieving. Sadly it would appear that the
-'right equals forward motion' is the ethic appealed to by every college person who cheats
their way through school because they have become convinced that society judges them
based on achievement (the degree) not how they earned that degree (perhaps cheating
along the way). This "right equals forward motion" ethic was the one I implemented at
ZZZZ Best,

' think the movie kr oe.' Trade, did a good job of capturing this fact in die Nick t.ecson storN.
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What Perpetrators of Fraud Fear the Most

Now let me transition to what perpetrators of fraud fear the most. Three things come to
mind. First. we fear the unknown variable. The "unknown variable" is that thing that we
cannot control or anticipate that ends up exposing our illegal activities. The unknown
variable ranges from a falling out among thieves where one turns on another or a sudden,
unexpected drop in sales or the one that brought down the ZZZZ Best fraud-
investigative reporting. No perpetrator of fraud wants to be the target ora reporter who is
investigating their business dealings. At ZZZZ Best it was a diligent writer from the Los
Angeles Times that found out about my past fraudulent credit card billings and wrote an
article that prompted further investigation of my operations. Another recent example
would be the case of Congressman Randy "Duke" Cunningham whose house sale and
subsequent questionable activities were first reported by the Son Diego Union Tribune.
which led to funher investigation. The media is a powerful, proactive tool that can help
protect the elderly from fraud because those who perpetrate fraud fear that if undue
attention is brought to their activities, someone may uncover what -we' are trying to hide
that could unravel our fraudulent activities.

There is one very recent example of the proactive power of investigative reporting in
uncovering fraud. In February of 2006. Mark Maremont, a reporter from the Wall Street
Journal decided to run a story on the Internet "autosurf' industry. I first contacted Mr.
Maremont in January of 2006 and told him about this industry and a certain company we
were gathering information about for the FBI. which was also turned over to the SEC in
Los Angeles. I subsequently forwarded a copy of our completed report on January 31,
2006.2

It did not take long for Mr. Maremont to establish that the one company that we were
investigating had 300,000 participants and had raised over 50 million dollars. Mr.
Maremont wrote his initial article on February 13. 2006 and within two weeks Peter
Delgreco at the SEC in Los Angeles shut down this company, froze some 50 million
dollars in cash for victim recovery and then issued a fomial warning on the autosurf
industry to protect the public in the future.

My point is that we who perpetrate fraud do not want to be the target of investigative
reporting. However and sadly. fewer and rewer repmrters have time to do investigative
reporting. Things have changed since the ZZZZ Best days. It would appear that today
editors of major newspapers and magazines are fur more interested in simply reporting
sWhat has already happened as opposed to uncovering ongoing fraud. Ilowever. there are

ttetorm too much credit is ies en o me tbr this case, it .thId be stated that man, pcopic cere skeptical
shout this industry belbre our incotsremno
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some that still do investigative reporting and they are worth noting for the record because
they have track records of saving the elderly and other investors millions of dollars.

Don Thompson at the Associated Press in Sacramento has done almost seven of our cases
before there was law enforcement action. Scott Reckard at the LA Times still does this
type of reporting as does Mark Maremont and Jeff Opdyke at the Wall Street Journal.
And there are others. I realize that it is impossible to legislate the media to do this kind
of reporting. However. I cannot ignore how important it is to encourage editors around
the country that there is value in allocating resources to investigative reporting on the
various scams that target the elderly and others.

The second thing perpetrators fear is critical thinking. We want people to make
investment decisions into our "deals" subjectively rather than objectively. Three
examples of the subjective approach are: (I) a close friend or relative has been receiving
large returns monthly for extended periods of time therefore this investment must be
legitimate or (2) the prospective investor has little to no knowledge of the industry they
are contemplating an investment in and therefore do not possess the knowledge to ask the
right critical, objective questions about the business model. This leaves them at the
mercy of the warrants and representations of the promoter and finally (3) the blind and
unsubstantiated acceptance of excessive returns because the perpetrator has successfully
compared his or her potential returns with the current, underachieving returns of the
victim.

My experience as a perpetrator and in the 15 or so cases of fraud we have worked
proactively with law enforcement to uncover has taught me the importance of the
objective approach to investment using what I call the "normally and regularly test."
That means instead of basing a decision to invest based on my friend's experiences no
matter how positive they may be, investors need to ask the following question:
"Normally and regularly do people in the carpet cleaning industry generate 40%/6 gross
profit margins in the restoration business?" Or, "Normally and regularly do people in the
factoring business have the profit margins available in that industry to pay investors 30%
a year as a cost of capital?" The point is that when investors approach an opportunity.
decisions to invest must be made objectively while applying critical thinking. And we
who perpetrate fraud cannot stand people who apply critical thinking to our deals and
often revert back to tactics like: "Well. I've got a lot of happy investors so your loss.'

The issue is not happy investors. I had happy investors at ZZZZ Best. Most Ponzi
schemes and fraudulent deals call point tn happy investors. The issue is: does the
business model hold up to the objective scrutiny applying critical thinking. D)espiie this
being obvious in every fraud we have uncovered, investors have threatened me Aith
lawsuits. called me anl ex-con Who did not know business" or -jealous because I wasn't
able to run a profitable company.- Fortunately in just about every one of lur cases the
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perpetrators eventually admitted guilt. The point? People hold onto the subjective
method of investment methodology until the very end, despite what the objective
evidence may reveal, which leads to the lack of independent proof of profitability.

3

Investors subjectively accept the word of the promoter as it relates to his or her ability to
generate huge returns without those returns being corroborated by any independent
source. This was clearly prevalent in the Derek Turner Turning International fraud (he
was recently sentenced to 20 years in federal prison). Mr. Turner claimed to be
generating 38% annual returns trading stocks and options each year for nine straight
years. The only problem was that he refused to provide investors with trading records to
corroborate his trading success. He also did not offer investors any audited financial
statements. However, that did not stop Mr. Turner from raising between 60 and 80
million dollars worldwide because people used the subjective method of evaluating his
company. And yes. Mr. Turner had elderly victims including one man from New York
who lost $1.000,000 in Turning International.

4

The third thing perpetrators fear is accountability. Consider the following points of
similarity in the following cases: MX Factors. LLC run by Richard Harkless; Financial
Solutions run by Chris Hashimoto; Financial Advisory Consultants run by James Lewis:
Chicago Development and Planning run by Pat Morgen: Turning International run by
Derek Turner; Par Three Financial; Rainmaker Real Estate run by Alireza Dilmaghani;
and Ware Enterprises run by Warren Ware-all of these multi-million dollar companies
had no audited financial statements, were largely 'one man shows' and had no system of
internal controls which would discourage illegal activities. Now of course the presence
of audited financial statements does not necessarily prove financial accuracy (Enron,
WorldCom. etc.) but the absence of audited financial statements in companies that lack
independent proof of profitability is clearly a red flag for fraud. In the above mentioned
cases the standard answer that was given when the perpetrator was asked for audited
financial statements was. "We are a private company and are therefore not required to
provide financial statements."

Again, the points of similarity are (I) unsubstantiated returns (no independent proof of
profitability), (2) organizations dominated by a single person who was accountable to no

In the case ofthe etderl, the promoter will often befriend and charm the individual and provide the
atention that is perhaps tackting in their tife hoping that the subiective relationship will blind the elderly
investor of the truth about the invesrtmene.
' It should be noted that in the case of Derek Turner. Spec ial Agent Malt Galioto from the Long Island
ttTicuftthe FB Idid an incrcdibljtab getting this conpany shut down ina I8-mouth insetigation. The
challenge in ttis case vas Mr.I unecr set up shop in the Bahamas but regularly soliciled American
ittestment capital. Matt Calioto and t raveled tu tie Bsahamas using me as ani unideroscr potential
investor to secure the evidence needed to shut dofn this operation. Mr. Gaticto sas also the lead agent in
the Rainmaker Real Estate faud.
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one and (3) the promoter's reliance on potential investors subjectively analyzing their
business models as opposed to applying critical and objective thinking.

The Latest Twists Perpetrators are Using Against the Elderly

The three things I fear the most as it relates to the elderly and investment fraud are (I!
what I call the new emphasis on attracting retirement money or qualified money by
perpetrators from investors and (2) the rush offshore to stay out of the reach and
jurisdiction of law enforcement and (3) the huge increase in unregistered securities fraud.

Those of us who perpetrate fraud must continue to raise moncy to keep the scheme going.
It is for this reason that most Ponzi schemes or investment frauds collapse from the sheer
weight of paying those high returns. However. the new trend that I have seen which is an
attempt by perpetrators to overcome this obstacle is is the latest emphasis on attracting
qualified retirement money from the elderly or from the general public. Why? In the
ZZZZ Best fraud. I had to pay out high returns monthly and sometimes weekly which is a
Curt facedvI dra. n and a! Ovaca ^d... ic Y "i.I pay VII hI c -
debt.

However by convincing investors to use their retirement accounts to invest in these
"deals." the perpetrator only needs to come up with monthly statements showing certain
achieved returns rather than the actual cash because normally people cannot withdraw
cash from retirement accounts before age 57 1/2 without a severe penalty. In the case of
the elderly, they are told that without investing their retirement funds in "this deal" they
may "outlive their retirement."5 Moreover. by accepting retirement money perpetrators
impute credibility to their investment opportunity because there is an implied credibility
associated with being an "IRS approved retirement investment." The implication is that
before a company can accept retirement money from investors the IRS "checks them
out." lowever. the reality is the IRS does not perform any due diligence on the
authenticity of an investment opportunity and as long as there is an authorized custodian
of transfer the legal burden for accepting qualified nioney has been met.

It should be stated that with the xrua rime provided the prpetrator throueh retirement moneN the
per-petrator has more time to ttigre out the 'cure or create a Vhcle I,, ar cn trough mone' to pay ofl
in-esiors (please w. why we who perpetrate fraud perpetrate frauds).
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Several of the cases we have worked on have had this acceptance of qualified money
component. Financial Advisory Consultants. Triple Crown Enterprises and Par Three
Financial just to name a few... and the trend appears to be increasing. The reason is
because it solves many of the perpetrators' problems in that it imputes credibility to the
investment and lessons the pressure to meet monthly or annual payment of investor
returns.

My second fear is the move offshore with many investment opportunities. As has been
stated earlier, Derek Turner intentionally used the Bahamas as his base of operation and
yet focused much of his attention on American investors. Much of the "autosurf"
industry has their operations in Belize or the Cayman Islands. Bogus tax shelters that
target the elderly and young alike are often offshore. The appeal to the perpetrator is
obvious: reach people in the US through the anonymity of the Internet or other means
like ads in newspapers and magazines as well as word of mouth and avoid the scrutiny
and accountability of US registration requirements. It is critical that law enforcement
continues to send a message to these types of perpetrators like the one sent by the FBI in
the Turning International case. Even those who perpetrate fraud offshore need to be on
notice that they can and will be prosecuted.

Thirdly, it would appear that investment fraud costs the American public about 40 billion
annually' and much of that figure comes from a certain type of fraud-specifically
unregistered securities fraud. In short. the elderly and the average American investor do
not know the definition of a security and because of that are not able to recognize an
unregistered security. Simply put. a security is not a stock or bond like most assume. An
investment is a security whenever I (the promoter) take someone's money, promise them
certain returns and invest that money in widgets, carpets or foreign currency trading-it
does not matter.

What the elderiv and others need to know is that a security does not have to be a stock or
bond in order to have the licensing requirements that require said offerings to be sold
only by licensed broker dealers and to have those offerings registered or blue skied in
each state they are sold in. Out of the 15 cases we have been involved in uncovering with
law enforcement. almost every one of them was deemed an unregistered security being
oltered by unlicensed broker dealers. Raising awareness in this one area about what
constitutes a security under the definition of the law may go a long way in protecting the
elderly. Why? Because where there is an unregistered security. there is most likely fraud

t'lrase see emnail fro ernierm irico to sie. Mr. Itico is (he founder of the venture Reserrh tnstitute is
Orange County. California and is a recognized expen in the field of investmcnt fraud. Frankly he is a lot
more educated ahout fraud titan t am and I respect his sievs greatly. His emait to me also includes sicue
additionat helpful insight renording fieud against the elderly and how they are perceived as e;asy targets.
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and misrepresentation. But as of right now, I am afraid that few investors, especially the
elderly. can identify an unregistered security.

My Recommendations

The best way to stop fraud is to talk people out of ever perpetrating it in the first place.
This may sound naive, but I am convinced that the two most important things to detour
fraud-especially against the elderly-are to increase the perception of detection and the
perception of prosecution. In my opinion the best-equipped agency to criminally
investigate white-collar crime on a national level is the FBI. No other organization is
even close. And I can speak from first hand experience about their ability to piece
together sophisticated white-collar crime.

However. since the tragedy of9-11-2001, a large part ofthe FBI resources have rightfully
been committed to terrorism. My fear is that one of the reasons why financial crimes
appear to have increased in the US over the past few years can be attributed to the fact
that perpetrators think the FBI is too preoccupied with terrorism to devote the resources
necessary to catch them. And when the perception of detection is low, perpetration
increases. If I am convinced that there is a high likelihood that I can get away %ith a
financial f-a ld I n he TV me pCr,"Lm^ r n

The Senate and the Congress know this all too well because if Sarbanes-Oxley did
anything it increased the perception of detection for CEOs and CFOs who may have had
the inclination to cook the books in a public company before this law was passed. But
what about the other 40 billion a year in investment fraud that is not under the jurisdiction
of Sarbanes-Oxlcy? My recommendation would be to increase the FBI's budget so that
they would be able to allocate more resources (agents) to white-collar crime. Besides. as
we all have leamed. behind every terrorist act there is a white-collar crime. My point is
that I think that in order to increase the perception of detection. the FBI needs more
agents working on bringing perpetrators to justice.

I have heard it said that for every one IRS criminal agent that is hired. on average that
agent recoN ers Ibur times the-amount of his or her salary in tax fraud. I do not know the
exact figure for the F:BI as it relates to the monetary value of each new agent assigned to
white-collar crime. but if vou want my opinion From my experience in perpetrating and
uncovering financial fraud, each new FBll agent assigned to investment fraud would
recover at least ten times their salary in either seizures or court ordered restitution, all of
which now go back to the victims of the crimes. And for the elderly that is critical.
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I would make the same recommendation for the Securities and Exchange Commission as
it relates to an increase in staff designated for these types of frauds. Although primarily a
civil enforcement agency. they have had tremendous success shutting down financial
crimes in progress and helping victims receive recovery)? The only problem I see is that
some of the people the SEC shut down may surface again as a promoter of a new crime if
not followed up by criminal prosecution (a referral made to the FBI).

This is exactly what happened in the Edward Showalter case. Mr. Showalter had two
separate run-ins with the SEC in Washington and Los Angeles before he perpetrated a 20
million dollar real estate fraud involving hundreds of people and was sued once again by
the SEC in November of 2005. The difference this time was the FBI in Santa Ana was
brought in and special agent Peter Norell made sure that Mr. Showalter was criminally
prosecuted and therefore will not be a repeat offender.

To assure that others like Showalter do not slip through the cracks, an intentional
working relationship between the SEC and the FBI needs to be established.t Take it from
me, the only thing we criminals fear is criminal prosecution and jail-not fines or bans
from the SEC." When the SEC files a lawsuit for fraud everything necessary for criminal
prosecution is included in the great work they have already done. The investigative
'heavy lifting" is complete and included in the court filing made by the SEC. Once a
TRO is attained in federal court and a receiver assigned. fraud and misrepresentation has
been proven. It is low hanging fruit for the FBI and the SEC should intentionally refer
these cases to their local FBI office for follow up criminal prosecution. This will aid in
increasing the perception of prosecution.

Another recommendation would be creative and innovative educational tools, which are
helpful in protecting the elderly from fraud. Please forgive the shameless plug but we are
in the process of creating DVDs targeting the children of the elderly (for the most part,
everyone has a mom and dad that they care about) in hopes of the children taking the lead
in protecting their parents from fraud. These DVDs will be creative in their presentation
and identify the "top 10 frauds' that specifically target the elderly. Of course, others
have similar tools that are equally effective including law enforcement agencies like the
California State Attomey General's office.' 0

In addition to, ofcounse, their regulation of public companies.
'tt course these two agencies have had several successtil joint irrsestigations Hoevxer I an. referring to

the many cases the SEC investigates and sues without FBI involvement.
By making this statement I am not depreciating the significance of their work but am eterely stating that

they are tlntired to civil enforcement.
I 1as actually honored to be able to appear in this video project designed spocifically to educate and

protcct the etderl).
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Another suggestion would be that law enforcement nationwide changes their approach as
it relates to financial fraud investigations. In many instances, law enforcement will not
investigate a crime until there is a complaining victim. This outdated methodology helps
criminals. Why? Because as a perpetrator of fraud I know I must keep investors in my
scheme happy by paying them on time so they will help recruit new investors into my
deal and to prevent them from going to law enforcement. We keep this facade going
until things fall apart and the fraud collapses.

Most law enforcement agencies will not even entertain opening an investigation on a
company that has no victim complaint of a large, monetary loss and this approach plays
into the hand of perpetrators. Law enforcement nationwide should examine the work of
Karen Patterson at the California Department of Corporation. Peter Delgreco at the
Securities and Exchange Commission in Los Angeles and Special Agents Peter Norell
and Matt Galioto of the FBI as examples of successful prosecution based on probable
cause as opposed to waiting for the fraud to collapse and victims to complain."l

The probable cause test cares nothing about whether or not people are "receiving their
promised returns" but instead focuses on objective tests like sources and uses of cash.
whether or not an unregistered security is being offered and the tenability of the business
model. The success the abovementioned law enforcement officials have in proactively
uncovering fraud before the company in question collapsed and while there was still
money to seize and return to victims is hard to argue against.'2

My final suggestion, which would require minimal work and expense. is to reinforce
investigative reporting when it works in protecting the public. Senators and members of
Congress can simply jot a quick note to the editor or writer of the publication that breaks
stories that protect the public from an ongoing fraud. Maybe then more editors will see
the value of the "unknown variable" and how their unique position in the media can save
the elderly from being targeted.

As I mentioned earlier, people like Don Thompson at the Associated Press. Scott
Reckard at the Los Angeles Times, and Jefl' Opdyke and Mark Maremont at the Wall
Street Journal have long track records of proactive fraud pieces that have taken the public
out of harm's way through accurate. investigative reporting. Believe me. no perpetrator
wants newspapers and magazines focusing on investigative reporting.

" I am sure others in law enforcement take this proactive appenach. but not many in my experience. Frauds
We haze uncovered have brought us to man) states where la. enfarcement otircials stated things like.
*Brine me a victim and we w ill take a look."

of carse, these laW enforcement officials have Worked caves that I have not hen involved with and
achieved the same resutr.
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Conclusion

Let me close by reminding the committee that I apologize if my testimony has come
across like I am some kind of "know it all." I am not and if it has come across that way I
ask in advance for your forgiveness. As I always tell my church congregation, I am a liar
and a thief saved by the grace of God. I never lose sight of the fact that I have been given
another chance in this life-one that I do not deserve. Today. I do not commit securities
fraud but I still have a long way to go in becoming a better person. Just ask my wife or
any elder at the church that I have pastored for over nine years.

I would also say that there are many others who have come out of prison that have far
outperformed me in their contribution to society. That you would even entertain the
testimony of someone like me is a privilege that I do not merit. However, I love this
counttry and consider it an honor Lo help in any way you deem necessary to protect
people-especially the elderly from financial ruin.

Respectfully submitted.

B(r M 4
Barrv Minkowv
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S * ST.S AFD E-DITR1AL C2IMM%;ENT'S. NeQid more le- me know.

Thr% Frl ostimiate investment Frand at $40 blilion a year. This tioure
DOCS SOT 'clude the newer and more burugeoning areas of 21 theft, which
has it's cwn horrif-ying statistics.

On averaj the SEC files lawsuits against some $5 biliior; a year in
investment fraud. This DOES NOT include state securities, and attorney
general lawsuits.

With these stats on hand, and with the VRI postings we can come to
certain conclusions.

EDITORiAL POSTED ONLINE

88 NEW scams a day, averaging $1.25 million, totally $110 million in
losses EACH DAY.

At VRI, "Ne are not under the illusion we catch all of the stories on
financial scams. But let's assume for a minute that we do.

Se post some 30 plus stories per day. Of those about half are 'net
scams'. Assuming a 270 day year (we don't post on week ends) then in a
gilver. year there are over 4,000 'new scams' this sire alone reports on
every year.

?{ow many are there that aren't caught and reported? We have noticed
that the SEC launches civil lawsuits against some $5 billion a year in
financial scams. The FBI estimates that the actual amount of financial
scams totals some S40 billion a year.

That would mean that the amount caught by the SEC is some 12't of the
scams 'out there'.

So, if 4,000 of 'scams reported' also eouais 12a, then the tctal numiner
lf scans eperpezrateo on, trhe investing public would be 32,0C0 a year. Or

2, 6t6 a month. Or aboint SS news scamns, eac - day, every day.

dow much oes t'ec- sc7am te alI fr or. invest:r-mrs? $40 .j -billion dco.ares
~~ivided by 32, ,l00 :5mw El~~~~~~~~~~~~~~~I, 2 5 :; , cooI" a ver os- '- c to
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Ad cha_'; 'OT en al stracut ''tny'' that' s losA.g !troney no na.ttr
.sat che real' uim:res, :t's :nvestors like vou arn d e.

WHY 1S INV''SIM.ENT FRA!JU SO PRgVA.-E 4T.AND GROWTN3G?

There is NO federal or state agency, police depart~ment, or regulatory
agency state that focuses on helping investors avoid scarrs. There is NO
' raud swat teari' thatc leaps into action on the reports of investmrent
scams. The reports and complaints trigger 'ongoing investigaticrs' from
one to two year, during which time the scam continues to operate,
r-pping off investors.

Like a:l!. tcriainal prcsecution :n this country the focus is on stopping
the scarrs once ':hey have started, and getting the mloney back if
possible.

Onie cannot stop an :rnvestmnent scam until the civil and/or criminal ac:t
is established enough to lauinch a civil or criminal lawsuit. it: is the
ACT ot' defrauding investcrs that constirutes the crime, so the lawsuits
alsavs come after the damage has been done.

And once the damage has been lone, the stolen money is disoersed and
spenat as fast. as possible, ieaving the average recotery rate on an
i.nvestmer... scam about 'J't, plus or minus 3 points.

There is also a tendency for agencies, DA's etc. to focus on monetarily
:arge investment s5a0s. But the bulk of the :iaMage is done with the
srrailer i.vestment scams or. a day to day basis. See Editorial above.

'Ihis leaves the smart scam artists with 3 'below the radar' loophol3.
.f the scanirper raises less *han 52 million d.,' ars from hnis vict mas,
an shuts down 1his opera.i.cn wihir 2 years, the codds of ' getti ng
caugh' are nearly zerc. If he is *aurht, -here is nc agencs, DA or
pcl .ce to ce that cares enough t

o chase and/or prosecte -.he scarn

.;ile Lh-. io'-u sta-emene.. Felay see' m! Tl= ed bi, ha-; ee, t'csri
o-~ cases v.-here z.. ru sntels h. T .fc: .-s?:-i;rc

*:E -c'ep-le -~cr 20 vensit cr .3 _, !)-u'itriw.,l_` :g tn].;< 3,np.- fo r.m. i a
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.. Jt .AHnd oa.:3, .'; .-a to b¢ s .h!l s-ix-e d-ers.

S; ncer4!, -. dWbie iri ;-:,:eab"O-, ne ;ic:lc n d b-e ablG c-' SCar:

'hon:erm ~ ha~ an.?ntn fc Xhs eifec: 's (ii, 4i I h.a

These people are e-pec _.-ly devastating *--L te!Jder.lv, as rany , :nen
are forced by age, circuiracance, and the cuIrural con. ±titr-) oi,
uyjone era to operaie on 't~rust'. -hey are in tact, eas; :r=:'s, fo;r the-
typoica: investment scam artist.

This raises a catch 22 for scanrmers, and a hope for prosecuticn. T;-.-
typical investment scarmer can't heio but focus on scanming tne
elderly, because it's so easy. But alrmost every state has specific. laws
against elderly abuse. And to be bluntly honest, AG's and DA's who
amight not oth-er-wse prosecui:e a 'typical', compplex, .-ard-to-;:nderstand
and hard-to-exol,_r.-to-a-jury scam, rail dlo so oecause of :he mch lizitV
value afforded by a case invol::;no that elderly abuse. -

investment sca-i de.-irmate the elderly retiremenrt funds, sending
nundreds of h-housan- s from a secure retiremrenrt and back into the ts
force, taking ]0 t c younger menmers of society.

And i.n additio', in-estment scams decimate the trust of both the
elderly and the younger vini-irns eli'e, creao:.g a .ore
society.

3err:ie Sicoy
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January 20. 2005

Ms. Karen Patterson
California Department of Corporations
1515 'K" Street
Sacramento. CA 95814-4052

Special Agent Peter Norell, Supervisor
Federal Bureau of Investigations
901 West Civic Center Drive
Suite 300
Santa Ana, CA 92679

Dear Ms. Patterson and Special Agent Norcll:

I hope you are well. Please find the following repon and addendtums. which contain what
appears to be a financial crime in progress. I respectfully ask that you independently
corroborate my findings and please do not hesitate to contact me if you need any further
documentation.

BRIEF OVERVIEW OF COMPANY AND OPERATIONS

Enclosed yout will find a detailed repon on Par Three Financial. Inc.. a Nevada
Corporation' doing business in Las Vegas along with their current banking information
and account number.2 They currently have investors in at least five states' totaling well
over 100 people some of which are "retirees"' and have already raised milliotts of dollars.
The company promises 24% annual returns and supposedly generates these margins by
'factoring' money for advance payday loan and check cashing centers located in several

states across the country including: Utah. California. Florida. Nevada and Oklahoma.

The Fraud Discovery Institute was contacted by an investor who currently has S200,000
imvested in Par Three Financial. Inc. and asked us to 'check out the company.'5 That

Par Three Financial. Inc. I, a, their company addrev as: Ill 'onventitn Center Drve. Suite s5t. Las
sVcgas. Nevada. ts9t sY. C nri.ou~ly. ther e are three ditleren: plhone numbers l isted ther the co mpany ita rute (1
theofficial company et mire: 877-5:.11-6iu and 7(12471.6933 a ndone listed ot their D&H reptrt:702.

:P(lease ee Addenduni 2.
Ace.rding In -inervie- ,irh Noh TDonnaWerldn and 1W. th. r!te compan vice rresitetit.invC.rs

are l.oated in Calilioria. Washineton. Ntrtlad. O(eegtu aid Utah.
Pleac see interview. rrJ.WV. Lnng later in thi, porl..

' the invetur callt tin Jattuar, 9. 2015 intediatclr i:ter reeinr oe n a afW horu, sho- I-otedl he Pattl
Bltom which aireri don Kt;UStelevision.
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investor. for the purposes of this report, has asked to remain anonymous hut has (as you
know) already cooperated by phone with law enforcentent and provided independent
coninrnation of the above."

BRIEF OVERVIEW

Par Three Financial, Inc. uses five full-time individuals (known as *reps")7 to actively
recruit new investors. These reps arc overseen by J.W. (James) Long who is the Vice
President of record for Par Three Financial. Inc. The company also attempts to attract
new itvestmnetnt capital by encouraginm current investors to invite their friends and
relatives into the ftnd for a comtnission. \.Then current investors refer their friends and
family members they are given a flat S2100.00 referral fee for the first month a nesw
prospect invests and 'A of one percent of the principle invested by the person referred for
each month thereafter..

It addition to the reps and the referral bottuses. Par Three Financial. Inc. has placed
investors wanted" ads itt newspapers to solicit new itsvestors. The Fraud Discovery

Institute has obtained 'investors wanted" ads offering "ROI of 24% per year"
strategically placed by Par Three Financial. Inc. in at least two newspapers that we know
of: the San Francisco Chronicle and the Seattle Times.2 Further. Par Three Financial has
placed online advertisements for investors on at least two prominemt, online publications:
Inetgiant and Usfreeads.com."t

According to public records including a Dutn and Bradstreet report. the company's CEO
B long time attorney Michael L. Potter." Mr. Potter was born in 1951 and before

"Extensive phonm cone sation on January 18. 20t)0.
7T-s of these "reps' are Domna Weldon lvohom t did tatk tlri andt John MacKenzie whom I did not speak
with directly hut learned aboat him through ronversations nith Ms. Wetdun and Mr. Long and fntm the
o.line posting he made t ad-renise Par Three Financial. Inr. as an inweraten topp srunnits.
Please see Addendum 3. Par Three Financial's otficial numthly nestetter dated Septemnber 1. 2txl4.
tl a,' ran in the .eattle Times from t tt/t1t/0I to 4/28/t4 and. acording st Rtan t415777 -7777. ext.

35 24t latn ran in ihe Sm tFratnis,. Chr-nice hfnm04/25/2ttt W21titlJ./2t4K. Aleutast one imnstor t sptr ke
sith. 1Bu Philpo)t in Wa.tinLtti, itisested in Par Three Fnanciat aictr seeing the ad in the paper. Please
sex Addettdum 4 for the c sa. adt that mere plared in these ncspalpr,. T'hese aits have also been
t-rxirared to btOh Peter Del t(irco and Nis. PatterUsn.
'Please se addendum 5 whert the actual atts placertntine are ciipiedt hrig, to:
n0 itir tnetgiatttl ct tttehtdntaspactiiizrnrrentars&nameuJotn'. 20ltt:arKenzie&entitd= 17. 13 .J7k -
SupplenmenaltReslt -Caibc,. Please note that it the tnetiiatn act Mr. John M;rkKenriC is the tistcrt cintct
nbehatt offdi conmpany. tr tie thtcudBit'ptcasp-i.scssi.ns.ithreeaslsm/nesaita/t7.

tial.hlml -I t k -Sunppcmtatuz Rctlt -. ached.
Dmnaldr D. Mcrritt i. at.. listed a. an aitier. Please ee the attchit public. ec-sd, in Adtdindutn 6.



99

J,"r IFRAUD DISCOVERY inlo frauddiscovery.net
ffr> I N s T I r u T E

Phone & Fax:
1 -888-300-8307

opening Par Three Financial. Inc. in 1997 he was a practicing attorney for twenty years.'2

Through conversations with both investors and senior management of Par Thrce
Financial. Inc. Mr. Potter rarely if ever deals directly with investors and according to Mr.
Long relies on him to run the day to day operation of the company."'

SIX ISSUES THAT APPEAR TO .MAKE THIS A FINANCIAL CRIME IN PROGRESS

1. Unregistered security/unlicensed broker dealer.
Par Three Financial. Inc.. unlike any other investment opportunity that I have seen.
proactively attacks the issue of whether or not their offering constitutes a security.
Whether it is their password protected website'3 or their "investor qualification" by
application, or by coming right out and arguing that their offering is a note" and
therefore exempt fironm securities laws. the company gives the impression to the public
that they are exempt from full financial disclosure to regulatory agencies.

The password protected website for Par Three Financial. Inc. makes the below
argument to exempt their offering from being labeled a security: thus avoiding the
need for full financial disclosure to regulators. They state:

"Under the Securities Act of 1933, this wote is regulated under Section 3 ofthe Act.
Paragraph la) of Section 3 reds as follovs:

Eceontjed Seracritie.,

Fcrqt ans hn'riwfiherr expressv poswided. the prmio hisi title s/will noR appl- no na of the
follohig r/asses °! ecurities:
3. Any NOTE drfti. hill f erchttnge orhanken', -rrptac, whih arises out ofa crrernl
trmnsactian or the pro eeds of shirih ho- he-t ,r are to he bsedfor current, transactions and
which has a naturit, ct the tits-eofissua,,ce of now exreeding nine months. erclhsie ofdos of'
grace tr- any ren-eai theref the mnitsir- of ,,hich is liken-ice lint iled:

The initial term ufthe Loan Agreement is nine (91 months. Therefore, the Company's Note,
wia Insestor Accounts Receis able Punrhase Note is considered an "Exempted Security".

The Fraud Discovery Institute has had no less thatt nine specific cases dealing with
the question of "what constitutes a secunty'' and although not a legal ocpinion. we
submit t[fe following five iteins for cotssideration:

Admittedl) thi inisnsatii stsa, ken diectvlh trnm the cnmp*ty-s tDunn and Bradect elrepsin tsit is a
primasr sora' tlerencscaueixa cc-rdig to- Dunun and Rradstrreo. Mt. Pottertltn snalltv i-ided tte
infivnrniton wcmained in the tetrin in March oF 2ntl4. We havr included thtwcticpany D&nB rertx in
Addrendtcn 7.
I:' Viilt 'co-. Itthnan.-tn. us-rconme t'r., and passsd -succes' . 1Tod ut--ntt:d bankinu
intornatiion. g . to c it(nasc .I uirc otto lart a coIy ftr the agteeten alt clint are
gisen hefisn itseoinv so tti if, isrthctisiL-' es'os'trt..- XL s-



100

d FRAUD DISCOVERY infoelrauddiscovery.nel
11P N S T I T U T E

Phone & Fax:
1 -888-300-8307

a. First, a promoter may call an offering anything they want (in this case a note) but
that doesn't make it a note (nor does it exempt it from being a security). In fact a
note can even still be a note AND a securitv. Par Three Financial. Inc. has
structured this deal so that investors do not technically "invest" with them but
rather lend" them money (thus the term note and the hopeful avoidance of being
labeled a security) which the company then gives to advance pay day loan and
check cashing companies.

b. Second. Par Three Financial. Inc. appears to fail the Howie test for what
constitutes a security. Howie's three-prong test being: (I) a sum of money, (2) for
profit. or (3) where the primary reliance for success is dependent on the efforts of
the promoter. Since our client has no expefience in the check cashing/advance
payday loan industry (as he has already confirmed to the California Department of
Corporations) nor does he have an expertise in factoring. I think the Par Three
Financial, Inc. offering meets the Howie test and appears to be a security.

c. Third, in Rees X. Frnst & Young. 494 US 56. 74 (1t99) it would appear that hiding
under the umbrella of "a note" would not necessarily exempt the offering from
being a security.

d. Fourth. and as to investor qualification through an online application and a
password protected website which is normally and regularly done by the company
to give the public impression that ottly "qualified investors- are sought and in
limited number. the very fact that general solicitations were made to the public
through newspaper advertising and online website advertising nteans that Par
'Ihree Financial. Inc. does not appear to qualify under any security exemptions.
Moreover. the "qualifying of new investors" and backing away from a general
solicitation to the public is a relatively new approach for the company and is
confirmed in their official newsletter signed by J.W. Long where, in September of
2004. he writes:

-'Next msonth we wilt be password protecting our website: www.parihreefinaoncialorn
as we will only he working with our existing partners and their referrals. You will
recrse the password in our next News Letter for your own personal use and the use of
your referrals."

Unfortunately, when talking ahott a geteral solicitation of a secttrity. "once the
toothpaste is out of the tube it is hard to put it hack." The fact that the esseintial
contponents of their foimer website. u-Ns .titaiketssrnercciitatioonit coi5. aue still
rettievable. along with the insestolent opportunity through a sintplc Googic
search'4 . general solicitation still seems to readily apply.

' Simpti So l- is K 5wws Emmett- i and Li -v in qit$n'tesl) -1 Three Fin;iank. tIt .
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e. Fifth. the company's practice of paying commissions to unlicensed broker
dealers' 5 to bring in new prospects appears to be a clear violation because it seems
the company is utilizing unlicensed broker dealers to sell their security.

Finally (based on the above), on January 18. 2005. I called David Stauffer at the
Oregon Department of Consumer Services (866-814-9710) and he checked the
Central Registration Depository (CRD) national database and determined that
Michael L. Potter and Donald D. Merrin (the two listed officers in a public search of
Par Three Financial. Inc.) are not licensed broker dealers. "

On Jatuary 18. 2005 1 also called Judy H. at the Securities Division of the State of
Nevada (702486-2440) and asked her if Par Three Financial. Inc. was blue skied in
the state of Nevada and she confirmed that they were not. Additionally I had her.
check to see if Mr. Michael L. Porter or Mr. Donald D. Merritt were licensed to sell
securities in the state of Nevada and they were not.

2. No lenders license. 7
In addition to clearly stating on their official. password protected website that they
'lend money to check cashing stores" the company is not a licensed lender in
Nevada or California where they are located and claim to have check cashing store
customers.5s On January 18. 2005 I spoke with Carol Pearce and Robert Silva from
the Financial Institutions Division of Nevada located in Carson City (775-684- 1833)
and they confirmed that neither Par Three Financial. Inc. nor Michael L. Potter
possess a license to do any kind of lending in the state of Nevada where the company
is incorporated. Additionally on January 18. 2005. 1 spoke with Mary G. at the
California Department of Corporations California Finance Lenders License Division
(213-576-7690) and she also confirmed that Par Three Financial. Inc. does not have a
license to lend money to anyone in California.

The company attempts to sidestep this lack of licensing (because of the usury
implications of charging a check cashing/advance payday loan company 5- 10% per

iLeae remember uhi i a ,ell esuabli had irmacice{tPfar'Three Financial confinmed in iheirsieio
ncwsclter' and confinned bt ,u, Ctient.

tkhauct t.. Potter doe, have a RDt) numhert 3t5971 but he is mng reoimeredt or liceuted s .

'A company nsoi hold a lender. iic'nw in5 a. stla ited, touine.. Onc onty need, to liste, to oh,
barrage nt morngage inster radio commerciats to knoi tWhis t, be the caw.
i PIeae e intet vit..s .ih 1aW. I tng and tDonnsa Weldn ,here tnoth confirm ct cashing sore

casittnler. i3 he t wg WsWaes0 Seada. e atitiria-. r)Ltahimn. } t'tritl. t.'tah an t. :uccrduo s, ttr.
I sanig. t1) ire, siore, in Texas.
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mointh in interest on loans without a lenders licensc) 5
") by taiting on the question and

answer section of their wvebsite the following:

*'ls51 'u.try' to earn or charg: a rate '!i inic;t l tai s. 214? As stated alobe, an investor.
legally known as a "Factor" is charging the company, Par Three Financial in this case, a fee
each mionth of 2% to allow the company to Pourhase additional Inventory. "consumer
checks" on their behalf. Yes if it were an interest rate charged it would be an onlawful rate
of return 'This is why the agreerment is an "Accounts Receicable Purchase Agreements," and
not a "lonan Agreenentt".

In our opinion, this argument lacks credibility because factoring itvolves either the
purchasing of a receivable at a discount with no recourse.") (something that is
pragmatically impossible for a check cashing company to do considering the rapidity
in which checks clear. the volume of many checks in small amounts and the short
term nature of a two week loan ntade in the advance pay loan side of the business)2t
or using certaitt receivables as collateral to borrow money. The former requires no
lending license because of the non-recourse nature of the transaction but the latter
does require a lenders licettse.

And yet the Par Three Financial. Inc.'s website says on the one hand that it lendcs
money to check cashing stores: but on the other hand, the same website says they do
not lend money because of usury laws but instead utiliZcs accounts receivable
purchase agreemetats. It their Accounts Receivable Purchase NoteI2 it explicitly says
v h.en ,tesr'rihin (fr,~n, *hrir n -r~ it. * s,,,l r t - I h- - - _ed .;. _

WHIERIEAS. Client (Par Three Financial. Inc-i.- nphasis rinre is engaged itt tte
lbtsiness of pitblic / commercial retail lenditta and sells and deliver% prodettct and/or
provides services to Customers tin a credit bask..7

And finally, even in their "investment opportunities" ad placemcnets in the Seattle
Times and the San Francisco Chronicle the copy reads: "established lending
company..Well, hich is it? These two contradictory views cantuot both be true.
The likelihood is that the company is concealinig their lack of licensing by using
phrases like "purchase agreencitt" instead of loan and they are not even consistent in
that regard. There appears to be only one way to resolve these apparent
contradictions. If thc company in fact does have enough check cashing/advatace pay

ll it'tc explsitt sloate, that hey, harse thcircheckv cshine6iadsasrcpastia
timan usutnner, 5 tluS, peFr n.,nih The c.ts ltanguage reAts: -We make hmalln to the 55srcs starlilt at
S25f X).lt1 In return we receie 5-10t5 a nitith in fee payments."
^ The Fratid nissscery Inclinie has a sty tic espeosse in the tavl-ring business. ecauea tsr s- wrik in
UIs-.s-eong M X Fact'ir a 55 itittinatn dt,'tt tiau;d .atl o, Risride. Califirnia.

See rep rt fmni xscert Mna lker 1s-ts 4 and 5.
See Adedendum s.
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loba customers to justify the margins they arc currently paying their investment poolP
they ate clearly lending them money without a license.

3. The business model of Par Three Financial is untenable.
The Fraud Discovery Institute retained Don Coker, an expen in both the banking and
check cashing industry. who has been retained by the FDIC2a and several other and
agencies in the past. After reviewing Par Three Financial's official website and
company newsletters, Mr. Coker concludes that:

"Despite having a high level of familiarity with the.payday lending and check
cashing businesses nationwide, I have never heard of this company or any
company that purports to do business on this business model. Likewise, I
have never heard of any check cashing company that uses a service even
similar to this service purportedly offered by Par Three Financial, Inc.,
underscoring my opinion that this business model, as presented. would not
work."

On January 11. 2005. 1 spoke to Bun Goldberg. the President of The International
Factoring Association (805-544-8327). The IFA has over 200 member factoring
companies and he told me that he has never heard of Par Three Financial. Inc. and
that he was not aware of any factoring company who had check cashingtiadvarice
payday loaji companies as clients.25

Additionally, according to our research. the margins in the advance pay day Inan and
check cashing business can be upwards of 300 to 400% annually and therefore
offering investor.s 24% a year return is mathematically plausible. This fact is not lost
in interviews with Ms. Weldon, Mr. Long and even Mike Brisce26 from Ace
America's Cash Express who, although admitting he-has never heard of factors doing

After UCC- I searcher in 1i-xc primary sates Par Three Financial. Inc. claims to be doing btsiness. vc
.enc unable to find any LtCC. I liens listing Par Thtx Ftnancial as the secured pany. Please see
Addendum 9. Additionally none ot fhe insestrs t talked ito had es-r spoken with a customel o(Par
Three Financial. Ine.

iMr. Coters repon alone .-ith his redernials has treen included in ii entirey in Addendum I ithich
trinmediatelv fdiflow, hit repso. Plea-c Wte that in the rcport Mr. coket qunaliiers hi, cosnclusissns.ssith the
slatement tlha le did nor sf sk anyone from the compan) bat onl-reiicsed theirrffictl websitc itt its
crtirely -atich incltded the Accounti Receisabhle Purchase Note Agseentent and a cotiple strcompans

In te iiter-st taUll dsislotue. the Iti that Ml. iolidhe, hadt not heard of an, factor beine in the
businc,.ss check cahinc/ad-amne pa dal loains sid not mean thtat he belie-ed that it sa, imposiibte that a
1ator could be its that busine- bta rathr that he had sot Iseart or a tartir in that business tsr hatt he literd
, Par Thlc Fittanciat. tItc.

-ir. Brisice phone turtber i- 5151.713.333.. Ace Cash tsspre. B roe at the indusrv leasdest in the
advantcc sYdlay losast atrll cItce cahire k business sith hunJtreds1 sores nationsside.
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business with check cashing companies nor has he ever heard of Par Three Financial.
Inc. he did confirm that the margins in this industry are substantial.

However. if these returns were so prevalent in the check cashing and advanced
payday loan industry then the need to pay Par Three Financial. Inc. between 8% and
10% per month-l for working capital would be minimal at best, as the margins would
quickly provide the necessary capital for ongoing operations without the necd to
borrow front Par Three Financial. Inc. Despite this. Mr. Long and Ms. Weldon
boasted of retaining long-term check cashing/advance payday loan company clients
who were "unable to qualify for bank fitancing" because they were "small ma and
pa" run companies. Moreover. Mr. Lottg is currently establishing relationships with
-30 new check cashing companies in Texas." Even if one concedes that any
company can survive with a cost of capital pushing 5 lo 10% per month. it would
certainly be in their best interest. especially if the margins in the industry made this
borrowing possible. that they would seek to minimize a long term relationship with
Par Three Financial. I1c.

4. No apparent evidence of eustomers (sources and uses of ash test)
The Fraud Discovery Institute ran U3CC-I searches in the following states: Florida,
Nevada. California. Utah and Oklahoma-all states that both Ms. Weldon and Mr.
Long confirmed that Par Three Financial, Inc. had check cashing/advance payday
loan customers. t We found no UCC- I filings listitg Par Three Financial. Inc. as the
secured pany.

However. I specifically questioned Mr. Long neo timers if the company filed "blanket
UCC- I liens ott all their check cashing/advancc payday loan customers to protect the
principle invested and he said "yes." He also added that Par Three Financial. Inc.
makes their customers sign agreements. which further protects prospective investors.
When I interviewed investors (admittedly I did not interview all the people in the
ftmd). Ito one I spoke to had ever been givcn the name of a single check
cashing/advance payday loan company that Par Three Financial. Inc. was doing
business w% ith.

Please note that it is not the positiott of the Fraud Discovery Institute that Par Thrce
Financial. Inc. canttot come tip with sonic companies they may be doing business
with hut if they can I could not find any cvidence of it in the public record nor does it

P1wl we 'tal us" u ori, ,,I the xpss-ld prnttycled air hsilv he h :.,. Pa 'rshsc t:innaicd. nvc.
rciwss' -etwen 5%5. to Io1'. pr monthm loom th,'ir heck caahia,,gdAaanc' pootov l.yraw s-tr stmcr,.
H-t,;,mt it ins tai. 215,5 t' aajalled mci lie
donht~. hv syst ibe. cracaiist as ie obcr ii, 85 to 1% isx ns'ntmh.
'5 Pt'asc wee ilhe .,cal UCC- I earshets ill Addendun, 5
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appear that they have enough customers to support the returns being received by over
one hundred current investors.

The only way to conclusively prove whether or not Par Three Financial, Inc. has real
advance payday loan/check cashing store customers anid is therefore earning enough
revenue to support the returns currently being paid to investors is to subpoena their
corporate banking information and obtain microfiche copies of the actual money
deposited into their operating account If the only money deposited is new
investor money and not revenue from fees (interest) earned from their
"customers" then fraud has most likely occurred. We have included said banking
information in addendum two. The Fraud Discoserv Institute does not have such
subpoena power but hopes to establish at least probable cause for the FBI. the SEC or
the DOC to do so. This. however. is the only way to ktow for sure whether or not the
customers exist.

Finally. there is sonme corroborating evidence for this "not enough customers to
support the operation" theory as die 2003-year end revenue as reported to Dunn attd
Bradstreet from Mr. Michael Potter directly shows revenues at just below three
million dollars (S2.998.000). One would assume these revenues would be generated
from money paid to Par Three Financial. Inc. from local check cashing/advance
payday loan stores because their website indicated that is how they generate revenue.
However, based on the few people we talked to (our client. Mr. Capouch and Mr. Bob
Philpott) they cumulatively have invested almost three quarters of a million dollars in
the futtd and when you count the other investors it would appear the company is not
generating enough revenue to stipport these 24%. annual returns on the millions they
have already raised. '

5. No CPA prepared Financial Statements (independent proof of profitability
test)
The only financial information investors are given by Par Three Financial. Inc. is
what is available fronm Dunn and Bradstreet. Our client and others have been told that
Par Three Financial. Inc. has excellent credit with Dunn and Bradstreet but investors
are never given independently prepared financial statements. I asked Mr. Long about
this and he said that the compaty is *private and is not required to produtce CPA
prepared fitiancial statements. Wc just send checks'' were his exact words referrine
to tinitely interest paymevts to iticsmors. In tde past nine FDI cases that eided lip
being unregistered secutrities. offered by unlicensed broker dealers (and ultimately

- Agpain. his poini should Se vivoed in lighi of hBistial a ir catlect in 1he Dun ond tt rai;lrre repor.
hepreseruse fCPA prepared financikldsmtentems doelitof courcuaranlee aurhiehlicir, a, i

ZZZZ Best fiul thalt lrpetesaled pr-veti: gthepahseuce oi llisducacg-nesls eserust sign.
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were nothing more than Ponzischemies3') each case had a common denominator: No
apparent internal controls and no independent proof of profitabilitv from an
outside CPA.

6. Acceptance of IRA money
More now than ever before these types of investment opportunities are seeking
qualified money-specifically IRA money. This was seen in TC Enterprises and
Financial Advisory Consultants. My experience has been that when an investor is
told that they can use their qualified IRA money (self directed IRA) to invest, it
imputes credibility to the investment opportunity. The average person wrongly
concludes that if a company can accept IRA money then the IRS has some how
performed due diligence on that company and intritsically placed their stanmp of
approval on the investment. Moreover. because IRA money is more difficult to
withdraw. of Par Three Financial. Ite, tums out to he an unregistered security with an
untenable business model then, like the two companies mentioned above, qualified
money has been used to impute credibility to the fund-a technique which is
becoming cotnmott in these kinds or deals.

ka ct;,ittd kit 4 ftwc,~s -cc-lnpte,. ptc'ews s… "'ss Stctatic II '"-
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INTFRVSIEW'S

The following are interview reports with investor our client and Par Three
Financial, Inc. senior management.

I. Bob Philpott
(360) 457-7426
I spoke to Mr. Philpott on January 1). 2005. He said he has been in the Par Three
Financial. Inc. itvestment fund for well over a year. He found out about the fund
from an "investor wanted" type ad in the Seattle Times. I asked Mr. Philpott how
big the Par Three Financial. Inc. investment fund was and he did not know exactly
but poitted out "in the millions."32 He said he talked to Donna Weldon no less
that five times before ultimately deciding to invest. He has been consistently
receiving his 24% anmial returns paid "monthly by Fed Ex." Mr. Philpoit has
brought five new investors into the fund, all of who are cun-ently receiving their
monthly interest payments.

I asked him if he ever talked to a customer of Par Three Financial. Inc. (an
advance payday/check cashing company not another investor) and he said he had
not but that he had spoken to four payday loan/check cashing places in town and
became comfortable with the deal. He told me he receives a monthly newsletter
from the company. He believes Par Three Financial. Inc. has check-cashing
customers it 37 states. He said that the fund has a stockbroker from "Edward
Jones" who was also invested in Par Three Financial. Inc. and my impression of
that statement was that Mr. Philpott was more comfortable about being invested
in the company because of the stockbroker's involvement. He did not use his
IRA money to invest. His understanding is that his investment in Par Three
Financial. Inc. is secured by 'receivables" owed to the advance payday/check
cashing companies front their customers. He confirmed that he is receiving a half
percent a month on the principle money invested by the people he referred to the
fund. When I asked him about the corporate structure of Par Three Financial. Inc.
he said that 'Mr. James Long is whom Domna Weldon works for" hut lie works
through Ms. Weldon.

2. Gary Capouch
Cell: 360-.O9-0673
Home: 360.-6hO-.560!n

I eW ernm, rlned in Pa- 'hien innramiu.l. tn_ teanicats- rot6o ' themancslhes inhe~strs Icnt" w
Par I hWe finanrins. tln. ai dkcisf xt in psiint snc L!nreyiklered NScurilvlunlikend ar asker ituate'
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On January 10. I spoke to Gary Capouch. After we spoke. Mr. Capouch faxed me
a lctter' and two newsletters issued by Par Three Financial. lnc.' lEtc has been in
the fund for six months and has been receiving his 2% monthly interest payments
"by Fed Ex" on time. He has invested both his personal money and his retirement
money into the fund and my impression of his total amount invested is over
S300.000. Mr. Capouch confirmed that it was his self directed IRA that was used
specifically to invest in Par Three Financial, Inc. According to Mr. Capouch.
Equity Trust in Ohio is the custodian. He has no idea how many people are
invested in the fund but he did say "a broker from Merrill Lynch is invested with
Par Three Financial, Inc."

Mr. Capoouch has a banking background and just retired (July 1. 2004) from Wells
Fargo after they merged with his long time employer Pacific Northwest Bank. He
heard about the fund through Bob Philpott who was a long time cliett of the bank.
Gary said he 'checked out Par Three Financial. Inc. three to four months before
investing." It is his understanding that the company has eighty advance payday
loan and check cashing stores nationwide that they are currently doing business
with. Based ott his banking background. I spoke with Mr. Capouch on Jaituary
19 a again just to ask him about the UCC-I filings and whether or nat Par Three
Financial, Inc. filed UCC- I's on their check cashing clients and he did not
remember if they did or did not asked that I call Donna Weldon for clarification.

,. ui- cj;vie
Because law enforcement alreadv has all of our client's information and has
interviewed him extensively, his name is being withheld for purposes oif this
report. He contacted me ott Sunday. January 9. 2005 after watching a 30-minute
television show on KUSI. a local San Diego television station hosted by Paul
Bloom. I was a guest on this weekly show and according to our client I talked
about the MX Factors factoring fraud while on the show. Immediately he called
me after recognizing points of similarity between Par Three Financial. Inc. atid
MX Factors. He then provided me with the password to the Par Three Financial.
Inc. website so I could access it and research his investment.

He also asked that I use his name as a referral to contact Ms. Weldon attd Mr.
Long so that they wotld be more inclited to give me information othinkittg I was
a potetlial itvcstor) tlat, if necessary. could he turned over to law enlorcemnitr.i

tI'leasec se AdterndtUn ill.
Clease scc Addcnstom 3

this melhudetnes ot psing c ai Is.sem iat insts.'-r s-at liscl.-,c w. las enfoienient and the clit tAa,
Isitd in advance thai ii these ta a;.ca-,hle cenisl si thwa linau 6ial stie i .

5
er15t Laongttincl .he
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The client revealed to me that he has 5200.000 invested in Par Thrce Financial.
Inc.. S I 0.000 of which is from his self directed IRA. He confirmed that he has
been receivitg his monthly interest payments by Fed Ex. He confirmed the
commissions paid to those who bring new pcopIc into the fund. His
understanding about how revenues are generated by Par Three Financial. Inc. is
they have advance payday loan and check cashing stores in various states
throughout the country whom they "factor' receivahbcs for because the small ma
and pa" type stores cannot qualify for traditional hank financing. He has never
spoken to one of these check cashing stores that are currently doing business with
Par Three Financial. Inc.

4. Donna Weldon
702-813-4836
I spoke to Donna Weldon on several occasions. the first being on January 10.
2005 and the last time was on January 14. 2005. She is one of the --five reps" who
sells the Par Three Financial. Inc. investment opportunity and services those
existing investment clients. She confirmed that there arc no less than 100
investors in Par Three Financial. Inc. and that number is growing rapidly. I asked
her who the principals of the company were and she said J.W. Long. I pushed the
issue about Michael L. Potter and she confirmed that he was the "CEO" but that
Mr. Long ran the day-to-day operations. She also confirmed that Mr. Potter was a
lawyer.

Ms. Weldon worked in a travel agency before Mr. Long recruited her into the Par
Three Financial. Inc. investment opportunity and she refers to that move from the
travel agency to Par Three as the best thing that has ever happened to her. She
has been working with the company for a -few years." She confirmed that
customer investment capital is secured by 'first liens" being placed on the check
cashing companies receivables. I asked if this was by UCC- I 's and she agreed.
She also was quick to state that Par Thtee Financial. Inc. has been around since
1998 and that Dunn and Brad Street had given them a score of "80." When I
asked her about the check cashing/advance payday loan side of the business she
said that Par Three Financial. Itc. deals with "'smaller. independent stores in Utah.
Florida. Washington State. Califontia and Nevada. She added that vouie of these
companies hbve two or three locations. Ms. Weldon made it very clear Ithat Mr.
Long was a -busy mian" and if I wanted to do business with Par Threc Financial.
Inc. I had to go through her. I agreed but asked to pca:k to Mr. Lone -'once or
tsvice for dule diligence reasons before :,greeing to 'only go thrOU&b her."
Finally. I asked Ms. Weldon for the plonec number ofan :t invcstoi in C(Sal ornia

Liw' tawllocvsneni. cmSc Uld t rwhi.nd chl bhay lflz; 'N.- piotlell Ic.uw iS the C'MsP;,r,! is Icr ima .
hats ent.'rcrilegs, cuutd do- notihin,, n-o bb She co-mpass' .
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whom I could call. She confirmed that there were California investors in the fund
hut said that all clicut information (including their phone numbers and investment
amount) are kept confidential as a company policy.

5. Mr. J.W. (James) Long
I first spoke to Mr. Long on January 11. 2005. He returned a message I left for
him and contacted me at the church. In that conversation he confirmed Par Three
Financial. Inc. had been in business since 1997. He confirmed that there were a
lot of retirees in the fund" as well as investors in at least five states including
California. He mentioned that in addition to Donna Weldon there were four other
"reps" that sold the investment opportunity to customers-one of who was John
MacKenzie. He also confirmed that Michael L Potter was the company CEO but
that he "ran daily operations." I asked him how many people were in the fund
and he said "easily over 100" and "tmillions of dollars." He said Par Three
Financial, Inc. contracts with check cashing/advance payday loan stores and file
UCC- I liens on these customers to secure their investment. He added that we
only deal with check cashing/advance payday loan stores whose owners have
good credit. I asked hint where these customers (stores) were located and he said
California. Florida. Utah. Kansas. Oklahoma and Canada. He used the phrase

"ve loan money to Cleck cashing stores nationwide."

On January 14. 2005 Mr. Long returned another one of my calls. I explained that
I had a few followo lin oction, X reaffirmed Stits. b... 0... T.- Tr .... a.
Inc. files UCC- I liens on check cashing/advance payday loan companies that they
do business with and he said ,ves." He also added that written agreements exist
between the owners of these check cashing stores and Par Three Financial. Inc.
which are accompanied by the personal guarantee of the store owner for the funds
horrowed from Par Three Financial, Inc. to provide additional security for those
invested in the fund. I asked him if the company issued any CPA prepared
financial statements or had reports prepared for investors from outside auditors.
He said they are a private company and do not have that requirement. "We just
send checks" were his exact words. I asked him again where these check
cashing/advance ay day loan companies were located and he said "California,
Utah. Florida. Nevada. Oklahoma and 30 new stores in Texas." He went otl to
say in this conversation that Par Three Fittancial. Inc. charges between 8% and
10% each month to their check cashing/advancc pay day lon clients. He said in
this contversationt that the total stores Par Three Financial is doing business with is
-about 75 tatiottwide.' I Ic told ne the minimum investment imto the findl is
S I 0.l(Xt.

Bascd on the above (antd otur exper's report it Addendum One below). this appears to be
a financial crimte in progress. I may bc itcot-ect. but it has all the symptoms of an
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Unregistered security being offcred by unlicensed broker dealer(st across state lines with
an untenable business model. I could find not find any customers and certainly not
enough business to support the margins being paid to current investors. Additionally, the
fund is targeting the elderly and IRA money and has no indcpcndent proof of profitability
in that no CPA prepared financial statementts arc available.

Respectfully submitted.

Barry Minkow
Fraud Discovery Institute

Reviewed and supervised by:

Juan Lopez
Licensed Private Investigator #I18903

Cc: Mr. Peter Delgreco. ESQ.
US Securities and Exchange Commission
5670 Wilshire Boulevard. Suite I 100
Los Angeles, CA 90036
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January 1 2. 2005

Mr. Barry Minkow
Fraud Discovery Institute
San Diego. CA

Re: Par Three Financial, Inc.

Dear Mr. Minkow:

At your request, I have reviewed the website of Par Three Financial Inc.. as well as an
-Agreea-eia" furnin uniine. and a Newsietter. Your question to me was if. in my opinion, this
business model described by Par Three Financial. Inc.. is a viable business.

My background and experience include 35 years' experience in banking and lending. and
extensive consulting in these areas. In addition to working as a banker and corporate lender. I
have worked as a banking regulator and for a commercial finance company that was heavily
involved in factoring. I have been called upon several times to work as a consultant and expert
witness in the Check Cashing and Payday Loan industries. As a hanker and lender. I was the
first person to recognize the record-breaking title insurance company fraud of J.R. McConnell in
Houston. TX in the 1986-1989 fimeframe. It has been my privilege to serve as an expert
consultant to the FDIC and IRS nationwide on numerous occasions. Antomeys nationwide have
called on me as an expert consultant in over 2()W banking and finance cases. and I have testified
80 times. A full curriculum vitae is provided at the end of this repoo.

Based upon my review of the materials referred to .supm andl iy experience in the
hanking. lendinlg. antd check cashing industries. there are nutnerous questionable items that hase
come to my attention:

I. Based upon my cxpCrlence. it is unlikely that payday lenders and check casliers would
use a so-called "factoring" icrvicc such as that allegedly offered by Par Threc Financial. Iic.
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Payday Icnders and check cashers typically opcratc usine thcir own funds. and I do not believe
that any pay day lender or check casher would ble interested in paying Par Three Financial. Inc..
5%, - I 0% per month for working capital. Due to the high fees charged by payday lcnderrs and
check cashers. they generate sufficient funds to take care of thcir cash fow needs.

2. In factoring. the -factor" is in a similar role as that of a lender except that the factor buys
the contract and is paid by the customer. For example, a carpet company may sell on terns
S50.000 worth of catpet to a customer and sell that contract to a factor in order to eam immediate
cash.

3. Factoring typically operates on a -'discount" basis, and I see no discount mentioned in Par
Three Financial, Inc.'s, Agreement. Rather Par Three Financial. Inc., pays a "fee" of 2% per
month to the investor.

4. Par Three Financial. Inc.'s, "Agreement" reads as if Par Three Financial, Inc.. is in the
payday loan and check cashing business, whereas it appears that the actual situation is that Par
Three Financial. Inc., purports to he an intenmediary between payday lenders and check cashers
and "investors" who tbuy" checks from Par Three Financial. Inc. This entire araingement is
unclear from the website and Agreement documentation reviewed. Clearly. in order for Par
Three Financial. Inc.. to obtain checks to sell to investors, they would have to buy checks from
payday lenders and check cashers. This opens up a plethora of questions. such as:
A. Where are these checks physically held, and what controls are present'?
B. Since turnover of these checks is critical to the success of these businesses, how
can these checks be transported from check cashing stores across the country to Par Three
Financial. Inc.?
C. If these checks are sitting at Par Three Financial. Inc.. then how are they presented to a
hank for collection at the proper time?
D. Likewise, the frequent procedure at payday lenders is to roll the customer's debt over by

having the customer give a new check to replace the original check: but this would be
impossible if the original check was anywhere other than at the payday lender's store.

E. What significance is there to a nine-month tern cited in the Agreement when payday loan
transactions generally have a life of only two weeks and check cashing transactions
happen in one day?

5. Par Three Financial. Inc., states that it also provides funds for check cashers. but it is
difficult to see how this could be a possibility for their factoring business since a check accepted
by a check casher must be verified as a "good" check at the bank upon which the check is drawn.
hopefully funds reserved by the bank to cover the check, and then the check must be deposited
promptly. It is unclear how a check being cashed could he factored since it must be sent directiv
to a bank for deposit.

6. There is a paucity of details in these proposed transactions. For example. there is no
meition of any collateral security safcrwuards that would insure that the checks werc [lot Sold
mnore than once.

7. There is no mention of how checks 'come and go" into and out ot thir Col1ltCi-aI statuj
during this nine-month period
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8. It is curious to me that there is no mention on Par Three Financial. Inc.'s. website of how
check cashers canI apply to do husiness with them. Furthennore. an Internet search found no
indication of Par Three Financial. Inc.'s. offering of factoring or financing services for check
cashers.

9. Despite having a high level of familiarity with the payday lcnding and check cashing
busincsscs nationwide. I have never heard of this company or any company that purports to do
business on this business model.

10. Likewise. I have never heard of any check cashing company that uses a service even
similar to this service purportedly offered by Par Three Financial. Inc., underscoring mny opinion
that this business model. as presented. would not work.

It. Par Three Financial. Inc.'s. Application states that a Social Security number is optional,
but this would be required in order for a 1099 to be issued at year-end.

However. they could possibly obtain this number by sonic other more secure means.

Summary:

It appears to me that the business model of Par Three Financial. Inc.. is seriously flawed,
to the point that I do not see how such a company could possibly successfully operate. hi my
opinion. and as pointed out supra. there are many potential problems extant that would'require
further satisfactory explanation before this business could be viewed as feasible.

Best regards.

Don Coker

Disclaimer: My expressed opinions are based upon my review of the materials cited supra. I
have not spoken to anyone at Par Three Financial. Inc. If there is additional explanatory material
provided by Par Three Financial. Inc.. then I reserve the right to review such explanatory
material and amend my opinions. if necessary. All work is on a "best efforts" basis with no
warranties.
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EXPERT WITNESS CASES IN LAST FOUR YEARS

Travis v. SouthTrust Bank
I:L - 2004

MVSI & Braunig v%. Alamo Bank
TX - 20()4

Gaddis v. Columbus Bank & Trust
GA - 2004

VECC v. Bank of Nova Scotia
US Virgin Islands -.2004

Barnum v. Chase Manhattan
FL - 2004

McLin v. Union Planters Bank
MS - 2004

Trustmark Bank v. Baria
MS - 2(X)4

Terry v. Voicestream
AL - 2004

Dominguez v. Wachovia bank
FL - 2004

Albrecht and Raines v. Ford Molor Credit Co.
FL - 2004

Travelers St. Paul Insurance v. Citibank
FL - 20(4

U.S. Air Force v. Ahmad al Halabi
CA/Guantanarno Bay. Cuba - 2004

Evans and Mills v. Cumberland Valley National Bank
KY - 2004

Satd v. Banco Industrial de VeneztLela
FL - 20(K4

C. Thomias v-. Amenicredit and Finidlay Auto
AL- -2004
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V. Thomas v. Americredil.and Findlay Auto
AL .-- 2004

Sav-N-America v. SoutllTrust Bantk
MS - 2004

David v. Bank of Nova Scotia
US Virgin Islands - 2004

Hicks Eneineering v. Southland Bank
AL - 2004

Provident Bank v. Bank One
OH/CA - 2003

Sansbury v. The Citizens Ban}k
SC - 2003

Ciccarone vs. Marchese Chevrolet
PA - 2003

Aaron v. American Consolidated Credit
AL - 2U03

Graham vs. National City Bank
KY - 2003

Tice v. AmSouth
AL- 2003

Pointe Bank vs. Monteleone
FL- 2003
Hicks Engineefing vs. Southland Bank
AL - 2003

Byrd vs. Walmart
WV - 2003

Tucker vs. Walmart
WV - 2003

Griffith vs. Mellon Bank
'A - 2003

State of New York via Dr. Richard Dombroff
NY - 2003
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Cooley vs. Sterling Bank
AL - 2003

The King Edward Inn vs. Gervais
Halifax. Nova Scotia. Canada - 2003

Thc King Edward Inn vs. Lyn Gor Constniction & Tracey Genge
Halifax. Nova Scotia. Canada - 2003

Walls Estate vs. Grand Housing
MS - 2003

Amitelli vs. Ward
OH - 2003

Agribank vs. Royster-Clark Agribusiness
FL and NY - 2002(

Mason and Kuehn vs. Sherlock Homes
AL - 2002

Haik vs. Trustmark Bank
MS - 2002

Gragg vs. SouthTrust Bank
AL - 2002

E.M. Holding vs. County Bank
CO - 2002

Smith vs. AmSouth Bank
AL -2002

vBank vs. Williams
PA - 2002

Stanley vs. Blount Parrish
AL - 2002

Bethea vs. First Horizon Mortgage
VA - 2001

Kawasaki vs. AmSouth Bank
LA - 2001

Kavajecz vs, Evanston Insurance
Ml and CA - 2001
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ADDENDUM ONE
Expert Opinion

DON COKER
BKNKING, MANAAF.ME.N & Ecomiruc CoN.sl;l.TAN;-f

P.O. BOX 91 182
MOWILE.e AL3669121182

CE.NTL,%L.To ZONE: GM T-6
(251)633-0180

HAiNK COssIU rIsN;
ECiNOmic 111 o£055 .(,>
RFiOI. Es1 ATE CONS1LTINC

NSLUEL\(AT CONS.USiL rsN;
IN I ERNA nONAL COKSLULTnNC
(;GOVERNWEXIAL CONSU LTINC
BUSINESS VALU~ATION

INVYSTMENT BANKINC SERNICEN
INTANGIBLE ASSET VAIX A rIoN
EXrERT WITNMSS C£0SULn5.N(;

IfMN) St t;s. CRLEfD lUR IV, IFsT

NIouuL., AL.6695-2728

4973)201-2.43
(s06) 7.44-658

E-M.AIl.
BianId

January 12. 2()05

Mr. Barry Minkow
Fraud Discovery Institute
San Diego, CA

Re: Par Three Financial, Inc.

Dear Mr. Minkow:

At your request, I have reviewed the website of Par Three Financial. Inc., as well as an
'.o. iine. aid U Ncw.Jcwitir. Your quesuion to me was if, il my opinion. this

business model described by Par Three Financial. Inc.. is a viable business.

My background and experience include 35 years' experience in banking and lending, and
extensive consulting in these areas. In addition to working as a banker and corporate lender, I
have worked as a banking regulator and for a commercial finance company that was heavily
involved in factoring. I have been called upon several times to work as a consultant and expert
witness in the Check Cashing and Payday Loan industries. As a banker and lender, I was the
first person to recognize the record-breaking title insurance company fraud of J.R. McConnell in
Houston, TX in the 1986-1989 timeframe. It has been my privilege to serve as an expert
consultant to the FDIC and IRS nationwide on numerous occasions. Attorneys nationwide have
called on me as an expert consultant in over 200 banking and finance cases, and I have test iied
8t) times. A full curriculum vitae is provided at the end of this report.

Based upon my review of the materials referred to .supr and my experience in the
banking. lending. and check cashing industries. there are numerous questionable item.N that have
come lo my attention:

I. Based upon my experience. it is unlikely that payday lenders and check cashers would
use a so-called "factoring" service such as that allegedly offered by Par Three Finlancial, Inc.
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Payday lenders and check cashers typically operate Using their own funds. and I do not believe
that any pay day lender or check casher would be interested in paying Par Three Financial. Inc..
5% - 10% per month for working capital. Due to the high fees charged by payday lenders and
check cashers. they gencrate sufficient funds to take care of their cash flow needs.

2. In factoring. the "factor" is in a similar role as that of a lender except that the factor buys
the contract and is paid by the customer. For example. a carpet company may sell on terms
S50,()00 worth of carpet to a customer and sell that contract to a factor in order to earn immediate
cash.

3. Factoring typically operates on a "discount" basis, and I see no discount mentioned in Par
Three Financial, Inc.'s. Agreement. Rather Par Three Financial. Inc.. pays a "fee" of 2% per
month to the investor.

4. Par Three Financial. Inc.'s, "Agreement" reads as if Par Three Financial, Inc.. is in the
payday loan and check cashing business, whereas it appears that the actual situation is that Par
Three Financial. Inc., purports to be an intermediary between payday lenders and check cashers
and "investors" who "buy" checks from Par Three Financial, Inc. This entire arrangement is
unclear from the website and Agrecment documentation reviewed. Clearly. in order for Par
Three Financial, Inc.. to obtain checks to sell to investors, they would have to buy checks from
payday lenders and check cashers. This opens up a plethora of questions, such as:
A. Where are these checks physically held. and what controls are present?
B. Since turnover of these checks is critical to the success of these businesses, how
can these checks be transported from check cashing stores across the country to Par Three
Financial, Inc.?
C. If these checks are sitting at Par Three Financial. Inc.. then how are they presented to a
bank for collection at the proper time?
D. Likewise, the frequent procedure at payday lenders is to roll the customer's debt over by

having the customer give a new check to replace the original check: but this would be
impossible if the original check was anywhere other than at the payday lender's store.

E. What significance is there to a nine-month term cited in the Agreement when payday loan
transactions generally have a life of only two weeks and check cashing transactions
happen in one day?

5. Par Three Financial. Inc., states that it also provides funds for check cashers, hut it is
difficult to see how this could be a possibility for their factoring business since a check accepted
by a check casher must be verified as a "good" check at the bank upon which the check is drawn,
hopefully funds reserved by the bank to cover the check. and then the check must be deposited
promptly. It is unclear how a check being cashed could be factored since it must he sent directly
to a bank for deposit.

6. There is a paucity of details in these proposed transactions. For example. there is no
mention of any collateral security safeguards that would insure that the checks were not sold
more than once.

7. There is no mention of how checks "come and go" into and out of their collateral status
during this nine-month period
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8. It is curious to me that there is no mention on Par Three Financial. Inc.'s. website of how
check cashers can apply to do business with thcm. Furthermore, an lntcrnet search found no
indication of Par Three Financial. Inc.'s. offering of factoring or financing services for check
cashers.

9. Despite having a high level of familiarity with the payday lending and check cashing
businesses nationwide, I have never heard of this company or any company that purports to do
business on this business model.

10. Likewise, I have never heard of any check cashing company that uses a service even
similar to this service purportedly offered by Par Three Financial, Inc., underscoring my opinion
that this business model, as presented, would not work.

11. Par Three Financial, Inc.'s. Application states that a Social Security number is optional,
but this would be required in order for a 1099 to be issued at year-end.

Howecver, they could possibly obtain this number by some other more secure means.

Summary:

It appears to me that the business model of Par Three Financial, Inc.. is seriously flawed.
to the point that I do not see how such a company could possibly successfully operate. In my
opinion. and as pointed out supra. there are many potential problems extant that would require
further satisfactory explanation before this business could be viewed as feasible.

Best regards.

Don Coker

Disclaimer: My expressed opinions are based upon my review of the materials cited supra. I
have not spoken to anyone at Par Three Financial, Inc. If there is additional explanatory material
provided by Par Three Financial. Inc.. then I reserve the right to review such explanatory
material and amend my opinions. if necessary. All work is on a "best efforts" basis with no
warranties.
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EXPERT WITNESS CASES IN LAST FOUR YEARS

Travis v. SoutiTrust Bank
FL - 2004

MVSI & Braunig v. Alamo Bank
TX - 2004

Gaddis v. Columbus Bank & Trust
GA - 2004

VECC v. Bank of Nova Scotia
US Virgin Islands - 2004

Barnum v. Chase Manhattan
FL - 2004

McLin v. Union Planters Bank
MS - 2004

Trustmark Bank v. Baria
MS - 2004

Terry v. Voicestream
AL - 2004

Dominguez v. Wachovia bank
FL - 2004

Albrecht and Raines v. Ford Motor Credit Co.
FL - 2004

Travelers St. Paul Insurance v. Citibank
FL- 2004

U.S. Air Force v. Ahmad al Halabi
CA/Guantanamo Bay. Cuba - 2004

Evans and Mills v. Cumberland Vallcy National Bank
KY - 2004

Saad v. Banco Industrial de Venezuela
FL - 2(X)4

C. Thomas v. Arnericredit and Findlay Auto
AL - 2004
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V. Thomas v. Americredit and Findlay Auto
AL- 2004

Sav-N-America v. SoulhTrust Bank
MS - '004

David v. Bank of Nova Scotia
US Virgin Islands - 2004

Hicks Engineering v. Southland Bank
AL - 2004

Provident Ban;k v. Bank One
OH/CA - 2003

Sansbury v. The Citizens Bank
SC - 2003

Ciccarone vs. Marchese Chevrolet
PA - 2003

Aaron v. American Consolidated Credit
AL - tPJ0)

Graham vs. National City Banik
KY - 2003

Tice v. AmSouth
AL- 2003

Pointe Bank vs. Monieleone
FL - 2003
Hicks Engineering vs. Southland Bank
AL - 2003

Byrd vs. Walmart
WV - 2003

Tucker vs. Walmart
WV - 2003

Griffith vs. Mellon Batik
PA.- (2003

Slate of New York v>. Dr. Richard Dombrolf
NY - 2003
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('ooley vs. Sterling Bank
AL - 2003

The King Edward Inn vs. Gervais
Halifax, Nova Scotia, Canada - 2003

The King Edward Inn vs. Lyn Gor Construction & Tracey Genge
Halifax, Nova Scotia, Canada - 2003

Walls Estate vs. Grand Housing
MS - 2003

Amitelli vs. Ward
OH - 2003

Agribank vs. Royster-Clark Agribusiness
FL and NY - 2002

Mason and Kuehn vs. Sherlock Homes
AL- 2002

Haik vs. Trustmark Bank
MS - 2002

Gragg vs. SouthTrust Bank
AL- 2002

E.M. Holding vs. County Bank-
CO - 2002

Smith vs. AmSouth Bank
AL- 2002

vBank vs. Williams
PA - 2002

Stanley vs. Blount Parrish
AL -2002

Bethea vs. First Horizon Mortgage
VA - 2001

Kawasaki vs. AmSouth Bank
IA - '2()01

Kavajecz vs. Evanston Insurance
Ml and CA - 2001
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Bantk One vs. Abroms
AL ind CO - 2001

Budd -s Deposit Guaranty Bank
MS - 2001 0

Situs Capital vs. Credit Suisse First Boston
TX - 2001

Sparks vs. Tharaldson
TX - 2001

US Bancorp vs. ACG Westpark Plaza
MT - 2001

SCD Ewa Development vs. Unity House
Hawai-i - 2001

Hudsneth vs. Bank of America
Texas - 2001

Smith vs. MS Insuraice Co.
Mississippi - 2001
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Curriculum Vitae

-DON COKER
BANKING, MANAGEMENT, ECONOMIC & VALUATION

CONSULTANT

1600 SUGAR CREEK DRIVE, EAST
MOBILE, AiL 36695.2728

TELEPHONE:

(251) 633-0180

TELECOPIERS:
(806) 734-6585
(973) 201-2534

CELLULAR:
(251)716-3200

E-MAIL:
Bankexpert@es.com
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REPRESENTATIVE CLIENT LIST

BANKIN;:
THE WORLD BANK
BANK OF AMpRIC.A
BANK OF AMERICA -CANADA
NATIONSBANK
BANK ONE
WACHOVIAJFIRST UNION BANK
FIRSTAR/U.S. BANCORP
SOUTHTRUST BANK
WELLS FARGO MORTGAGE CORP.
NATIONAL CrrY (BANK) CORPORATION
CREDIT SUISSE FIRST BOSTON MORTGAGE

CAPITAL. LLC
BANCO INDUSTRIAL DE VENEZUELA
BANK OF OKLAHOMA
SOUTHERN SECURITY BANK
FIRST NArIONAL BANK OF PALM BEACH
FIRST BANK, TALLAHASSEE. FL
SUNBELT SAVINGS (NOW BANK OF AMERICA)
SUNBELT FEDERAL BANK
BANCOMER. S.A. (MEXICO)
BLUEBONNET SAVINGS
STANDARD PACIFIC SAVINGS BANK
FIRST NATIONAL BANK OF BREWTON
SOUTHEAST BANK OF MIAMI. FL
ISARNErT BANKS. INC.
BANK OF THE SOUTHWEST
PRIORITY BANCORP
PANAMERICAN BANK
KEYCORP
IOWA TRUST
BANCO BILBAO VIZCAYA ARGENTARIA

(BILBAO AND MADRID. SPAIN)
TANZANIA INSTITUTE OF BANKERS
BANK OF TANZANIA (CENTRAL BANK)
GOLDOME REALTY CREDIT CORP.
WESTERN GULF SAVINGS & LOAN

(NOW WEI.LS FARGO)
AMERICAN SAVINGS & LOAN
EDS - BEI GOLEMBE (BANKINC;)

CONSULTANTS

(OkVERNMENTAL.:
FDIC
RESOLUTION TRUST CORP.
FEDERAL SAVINGS & LOAN INSUR. CORP.
FEDERAL HOME LOAN MORTGAGE CORP.
FARM CREDIT BANK
U.S. DEPARTMENT OF EDUCATION.

INSPECTOR GENERAL'S OFFICE
INTERNAL REVENUE SERVICE.

U.S. TREASURY DEPARTMENT
STAlE OF TEXAS. SAVINGS & LOAN

DEPARTMENT (REGULATORS)
13 MUNICIPALITIES IN CA AND CO
CITY OF NEW ORLFANS. LOUISLINA
FEDERAL RESERVE BANK OF ATLANTA
TANZANIA REVENUE AUTHORITY
U.S. AGENCY FOR INTERNATIONAL

DEVELOPMENT (WASHINGTON. D.C..
AND KIEV. UKRAINE)

U.S. AIR FORCE
JUDGE ADVOCATE GENERAL'S CORPS
- OFFICE OF SPECIAL

INVESTIGATIONS

INSURANCE:
AIG
CNA
ST. PAUL INSURANCE COMPANY
LIBERTY MUTUAL INSURANCE CO.
ACADIA INSURANCE CO.
ERIE INSURANCE GROUP
TRAVELERS INSURANCE COMPANY
MILITARY PREMIUM MANAGERS
RELIANCE INSURANCE
INTERNATIONAL TRANSPORT

INTERMEDI.ARIES CLUB. LTD.UK
NORTH RIVER INSURANCE CO.
AMERICAN CASUALTY INSURANCE CO.
NATIONAL UNION FIRE INSURANCE Co.
CONTINENTAL CASUAITY INSURANCE CO.
LLOYDS OF LONDON, UK
CRUNI & FORSTER MANAGERS
XEROX FINANCIAL SERVICES
THOMAS MILL.R & COMPANY. OK
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CORPORATE. CONTINUED...:
FORD MOTOR CREDIT CORP.
CISCO SYSTEMS
IBM - LOTUS DEVELOPMENT
KAWASAKI
WALMAR'I STORES
MCGLADREY & PULLEN. LLP (CPAS)
INTERNATIONAL ACCOUNTING STANDARDS

COMMITTEE FOUNDATION (LONDON)
NAPA AUrTO PARTS
DARRYL'S RESTAURANTS

SEARS
HERrIAGE MOTELS. INC.
BARRON'S EDUCATIONAL SOFTWARE

CALCO AEROSPACE
RUBY TUESDAY

REMINGTON INVESTMENTS
ALPHA SOFnWARE
PHIVOS KARNAOS (LONDON & Moscow)
NETWORK SOFTWARE ASSOCIATES
COMPUTER ASSOCIATES
GEORGE B. KAISER, FORBES 400 LIST
SIMON & SCHUSTER PUBLISHING-
CREDITCARE CREDIT COUNSELING
JANCIK CONCRETE SPECIALTIFS

KEY1RONICS

CONCORD BOAT CORP.
UKRAINIAN ACCOUNTING REFORM PROJECT
(KIEV. UKRAINE)
NBI SOFTWARE
HOULIHAN'S RESTAURANTS
AMERICAN CONSOLIDATED CREDIT

ZAPADNOE KOLTZE (MOSCOW, RUSSIA)
BENCHMARKING PARTNERS
GARY THARALDSON, FORBES 400 LISTI
BOSTON CREDIT CORP.
MORRISON'S CAFETERIAS
BRODERBUND SOFTWARE
PRENTICE HAIL. PUBLISHING

SURGENCY
AvTOVAZ (RUSSIA'S LARGEST CAR CO. -

I-ADA AUTOMOBILES)
AUTOVAZBANK (TAGLIA1rI, RUSSIA)
TINMEWORKS SOI-'WARE
WORDSTAR

BU1TONWARE SOI`TWARE (PC CALC+)

CHRISTIAN BAY SHIPPING COMPANY

CLIFf'S NOTES PUBLISHING
DATIAEASE INTERNATIONAL
ADDSTOR SOFrWARE

KILIMANJARO INTERNATIONAL

CHEMONICS INTERNATIONAL
INSIITUTE FOR SlOCK MARKET &

MANAGEMENT (MOSCOW, RUSSIA)
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PAST PROFESSIONAL MEMBERSHIPS

AMERICAN BANKERS ASSOCIATION
AMERICAN INS1TIVTE OF BANKING. CHAPTER OFFICER AND BANK CONSUL
U.S. LEAGUE OF SAVINGS INSTITUTIONS
INSTITUTE OF FINANCIAL EDUCATION. INSTRUCTOR
MORTGAGE BANKERS ASSOCIATION
TEXAS MORTGAGE BANKERS ASSOCIATION
AMERICAN COUNCIL OF STATE SAVINGS SUPERVISORS
AMERICAN BANKRUPTCY INSTITUTE -COMMITTES: PUBLIC COMPANIES. REAL ESTATE,
INTERNATIONAL, U.C.C.. COMMERCIAL FRAUD TASKFORCE. HEALTHCARE.
BOARD OF REALTORS
NATIONAL ASSOCIATION OF HOMEBUILDERS
INTERNATIONAL COUNCIL OF SHOPPING CENTERS
HOUSTON (TX) CHAMBER OF COMMERCE, ECONOMIC DEVELOPMENT COMMrITEE, 9 YEARS

BOOKS, PUBLICATIONS & NEWS MEDIA

COMPLETE GUIDE TO INCOME PROPERTY FINANCING & LOAN PACKAGING. PRENTICE HALL. 1984.

SELF-MANAGEMENT: A GUIDE TO CAREER ADVANCEMENT AND DEVEI.OPMENT. WRITTEN UNDER
CONTRACT FOR PRENTICE HALL., 1985.
COMPLETE REAL ESTATE COMPUTER WORKBOOK, TECHNICAL EDITOR. PRENTICE HALL. 1986.
THE COMPLETE LOAN OFFICERS HANNDBOOK. PRESENTLY WRITING.
"MONEY LAUNDERING: A DIRTY BUSINESS," WHITE-COLLAR CRIME REPORTER, OCT. 1991.
TREASURY MAGAZINE PUBUSHED BY THE ECONOMIST. INTERVlFWFD ANDl fTA-D M .AN

ARTICLE WRITTEN BY A U.S. NEWS AND WORLD REPORT EDITOR.
"How YOU CAN HELP YOUR CLIEN-T GET A LOAN TO FINANCE REAL ESTATE PROJECTS."
PRACTICING ATTORNEY'S NEWSLETTER, APRIL 1984.
'GETTING A GRIP ON CORE DEPOSIT INTANGIBLES." AMERICAN BANKER NEWSPAPER. 1996.
'THE DOLLARS AND SENSE OF BUSINESS VALUATION," PUBLISHED ON THE WEBSITE OF THE

AMERICAN BANK ATTORNEYS ASSOCIATION. APRIL 1996.
"PUTTING A CASH VALUE ON A BUSINESS.' INTERVIEWED BY LAWYERS WEEKLY, MAY 6. 1996.
"BUSINESS VALUATION TECHNIQUES." BUSINESS LOCATOR. MAY 1996.
"VALUING BUSINESSES, TAB LEITER, TECHNICAL ASSISTANCE BUREAU. JUNE 1996.
''USING BUSINESS VALUE TO ACHIEVE AD VALOREM TAX REDUCTIONS ON COMMERCIAL REAL
ESTATE PROPERTIES." JOURNAL OF PROPERTY MANAGEMENT. JUNE 1997.
WHAT'S WORKING IN CREDIT & COLLECTION. QUOTED RE: BANK DRAFTS. MARCH 1997.
'M AKING SENSE OF INI ERNET SrOCK VALUES." TAB L I EKR. JULY 1999.

AvRCA.4 TODm v. EXTENSIVE VIDEO COVERAGE BY REUTERS NEWS AGENCY OF TANZANIA REVENUE
AU TIHORnIY I RAINING PROG RAIM. ARUSHA, TANZANIA. MARCH 1I, 2(X)1 AND OTHER DA I'ES.
INTERVIEWED BY ITV TELEVISION NETWORK ON THE SUBJFCIS OF BANKING. TAXATION.
ECONOMIC GR(WTH AND DEVEI.OPMENT.AND CAPITALISM IN TANZANIA. IN ARUSHA. TANZ-ANIA.
MARal 16.2001. AIREDNAT!ONWIDEONMARCH 17. 2()I.\AND SUIFSEQUENT DATrS.
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DhIE A TrLA7'AJOURNA.IL-CONKSTITUTION. INTERVIEWED FOR AN ARTICLE ON BANKING REGUIAl1ORY

POLICIES AND PROCEDURES. AND BANKING PRACTICES. AUGUST 21.,20(1.
TiIEATLANTA JOuRNAI.-COmVSTITLrfON. INTERVIEWED FOR AN ARTICLE ON BANKING PRACTICES
AND PROCEDURES TO HELP DETER TERRORISM. SEPTEMBER 19. 2001.
COLLECTIONS & CREI)rI RISK, INTERVIEWED REGARDING BANKING PRACTICES, SEPT. 20. 2001.
THE ATLANTA JOlRNAL-CONS TITDjTION. INTFRVIEWED FOR AN ARTICLE ON BANKING PPRACTICFS
AND PROCEDURES INVOLVING FUNDS TRANSFERS AND MONEY LAUNDERING BY TERRORIST GROUPS.
SEPTEMBER 21, 200 1:
TIlE BALTIMORE SLI. INTERVIEWED FOR AN ARTICLE REGARDING CONSIDERATIONS FOR THE
FUTURE OF ALLIED IRISH BANKS, PLC'S. AMERICAN SUBSIDIARY ALLFIRST BANK. MAY 30. 2002.
THE ATLANTA JOURNAL-CONSTITUTION, INTERVIEWED FOR AN ARTICLE ON THE EFFECTS OF THE
SEPT. 11.2001, TERRORIST EVENTS ON.BANKING PRACTICES AND PROCEDURES, AUGUST 29.2002.
CREDIT AND COLLECTIONS WORLD MAGAZINE AND WEBSITE. INTERVIEWED REGARDING BANK
ACCOUNT OPENING PRACTICES AND IDENTITY THEFT, SEPTEMBER 20.2002.
OUTrIDE THE LINES TELEVISION SHOW AND ESPN.COM WEBSITE. INTERVIEWED REGARDING
IDENTITY THEFT MATTERS. NOVEMBER I -3, 2002.
LENDING INTELUGENCE MAGAZINE AND WEBSITE. INTERVIEWED REGARDING LENDING PRACTICES
AND IsTERESr RATES. NOVEMBER 25. 2002.
NBC EVENING NEWS. INTERVIEWED REGARDING IDENTITY THEFT, NOVEMBER 25, 2002.
LEvDING INTELLIGENCE MAGAZINE AND WEBSITE. INTERVIEWED REGARDING CREDIT SCORING AND
LOAN APPROVAL POLICIES AND PROCEDURES. DECEMBER 10. 2002.
Cl ARLOTTE O8SERVER NEWSPAPER. INTERVIEWED REGARDING BANK BRANCHING AND OPERATIONS
POLICIES. JANUARY 21.2003.
STREET & SMITH'S SPoRTSBIJSINESS JOURNAL. INTERVIEWED REGARDING BUSINESS ETHICS AND
CORPORATE GOVERNANCE ISSUES INVOLVING THE U.S. OLYMPIC COMMITrEE'S CHIEF EXECUTIVE
OFFICER. FEBRUARY 25. 2003.

FAMILY FINANCES COLUMN THAT APPEARS IN THE BOSTON HERALD. TtIE PIM TSBURGH POST
G.AzErTE, THE PALM BE4cH (FL) DAILYNEWS. AND SOME SCRIPPS HOWARD NEWSPAPERS.
INTERVIEWED REGARDING CREDIT CARD DEBT MATTERS. SEPTEMBER 23. 2003.
THE DEVvER POST. INTERVIEWED REGARDING BANKING ECONOMICS AND BANK BRANCHING
JANUARY 21, 2004. ARTICLE APPEARED FEBRUARY 8,2004.
MORTGAGE LENDING COMPUANCEALERT. INTERVIEWED REGARDING HOUSING MARKET OUTLOOK.
ECONOMIC AND INTEREST RATE OUTLOOK, AND LENDER PROFITABILITY STRATEGIES. FEB. 2004.
CFA (CIARTERED FINANC.IAL ANALYST)l MAGAZINE, PUBLISHED BY THE ASSOCIATION FOR
INVESTMENT RESEARCH, NOW KNOWN AS THE CFA INSTITUTE. A PROFESSIONAL ORGANIZATION
FOR STOCK ANALYSTS. INTERVIEWED REGARDING BUSINESS ETHICS AND CORPORATE
GOVERNANCE ISSUES. MAY 2004.
CONTINENTAL MAGAZINE. INTERVIEWED REGARDING BANKING AND ITS EFFECT ON ECONONIIC
RESURGENCE. ESPECIALLY AS IT RELATES TO IRELAND. JUL-Y 6. 20()4.
EUROPEAN BUSINESS SCHOOL. INTERNATIONAL. UNIVERSIrY: SCHLO(; REICHARTSHAUUSEN.
GERMANY. INTERVIEr'EI) REGARDINGi INTEl.L.ECTUJAI PROIPERT'Y AND BUSINESS VALIA'I'ION
TECHNIQUES. JULY 24.2(X)4.
SAN FkANCISCO(CA ) L)AILY./OURVRALA.LEGALtNEWSPAPFR7QU!OTED REG-AII)INGITHLEALLEGFD
BANK FRAUD AND CREDI I CARD FRAUD FACTORS RELATEED TO ALLEGiED GUANTANANIO BAY.
CUBA, U.S. AIR FORCE ITAN.SLA FOR SPY AHNAD A l. HALABI. J U.Y 28. 2004.



130

MOR7TG1AGELENDI.VG CO.1PLiANCEALR.Rr, PROVIDED DIRECTIONTO A BANK ON THE PROPER WAY
TO HANDLE AN ATTEMPTED FRAUDULENi INTERNATIONAL WIRE TRANSFER. SEPTEMBER 30, 2004.
Sa1Aiu. BusIx.Vss TIMYES. PROVIDED INIFORMATION CONCERNING BUSINESS VALUATION ISSUES.
SEPTEMBER 30. 2004.
MORTGAGE LEDiNwG COMPLIANCE ALERT. INTERVIEIWED REGARDING THE BANK SECRECY ACT AND
SUSPICIOUS ACTnVITY REPORTS (SARS). OCTOBER 12.2004.
AfORrGAGE LcNVIVG COMPLIANCE A LERT. PROVIDED INPUT FOR AN ARTICLE CONCERNING
COMPLIANCE WITH THE RULES AND REGULATIONS OF LENDING. NOVEMBER 4.2004.

PATENT

ON JULY 8, 2002, THE UNITED STATES PATENT & TRADEMARK OFFICE REGISTERED A
PROVISIONAL PATENT ro DON COKER FOR A BUSINESS PROCESS FOR IMPROVING THE PREVENTION
AND DETECTION OF FINANCIAL FRAUD INVOLVING PERSONAL AND BUSINESS CHECKS. CASHIER'S
CHECKS. POSTAL AND COMMERCIAL MONEY ORDERS. LETTERS OF CREDIT, BILLS OF EXCHANGE.
DRAFTS. AND MANY OTHER TYPES OF FINANCIAL INSTRUMENTS. ON JULY 1. 2003. THE FORMAL
PATENT APPLICATION WAS FILED. THIS PATENT IS BEING ACTIVELY MARKETED AT THIS TIME.

CIVIC ACTIVITIES

KATY SCHOOL DISTRICT (HOUSTON SUBURB). TRUSTEE. ELECTIVE POSITION.
U.S. ARMY RESERVE. 1966-1968. OFFICER TRAINING, FT. BRAGG. NC: HONORABLE DISCHARGE.
NOTTINGHAM COUNTRY CIVIC CLUB, OFFICER. 1.500 FAMILY NEIGHBORHOOD ASSOCIATION.
SUNDAY SCHOOL TEACHER. USHER, HOST.

EDUCATION
Cel I EE
UNIVERSITY OF ALABAMA, BACHELOR Or ARTS DEGREE. 1968.

AWARDS AND ACTIVInES: GOLD MERIT KEY AWARD FOR OUTSTANDING SERVICE TO THE
UNIVERSITY, OUTSTANDING ARMY ROTC PLATOON LEADER AWARD. NUMEROUS PUBLICATIONS
ACTIVITIES, APARTMENT MANAGER.
UNIVERSITY OF ALABAMA. 1968; UNIVERSITY OF HOUSTON. 1973, POST-GRADUATE WORK IN
FINANCE, ECONOMICS, VALUATION, REAL ESTATE. ACCOUNTING. AND LAW.
SPRING HILL COLLEGE. MASTERS DEGREE-LEVEL LIBERAL ARTS AND ETHICS COURSEWORK.
SOUTHERN METHODIST UNIVERSITY. COMMFRCIAL REAL ESTATE FINANCE AND SECURITIES.
SECONDARY:
UNIVERSITY MILITARY SCHOOL. MOBILE. AL. 12 YEAR PREP DAY SCHOOL.. GRADUATED 1963.
AWARDS AND ACTIVITIES: OUTSTANDING SIRADENI IN ENGLISH. MII.ITARY AWARDS. SCHO(l.
PUBl .ICATIONS.

OTHER PROFESSIONAi. EDUCATION:
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AMERICAN BANKERS ASSOCIATION - AMERICAN INSTITUTE OF BANKING: FINANCIAL STATEMENT
ANALYSIS. CORPORATE FINANCE. BANK INVESTMENTS. PRINCIIPLES 01: BANK OPERATIONS. BANK
MANAGEMENT. TRUSTS.
NATIONAL INSTITUTE OF REAL ESTATEBOARDS. C:DMMERCIAI. REAL. ESTATE FINANCE.
INTERNATIONAL COUNCIL OF SHOPPING CENTERS. SHOPPING CENTER FINANCE.
NATIONAL HOSPITAL ASS'N.. 1 -WEEK WORKSHOP. HEAI:rHCARE ENTITY FINANCE & VALUATION.
MORTGAGE BANKERS ASSOCIATION, TWOWORKSIIOPS: MULTI-FAMILY AND SFR LENDING.
FEDERAL HOME LOAN BANK OF DALLAS. TRAINING WORKSHOPS ON FINANCIAL INSTITUTION
MANAGEMENT. LENDING. INVESTMENTS, OPERATIONS. ET. AL.
TEXAS SAVINGS & LOAN DEPARTMENT, TRAINING WORKSHOPS ON FINANCIAL INSTITUTION
MANAGEMENT, LENDING, INVESTMENTS. OPERATIONS, ET. AL.
FEDERAL HOME LOAN MORTGAGE CORP.. REAL. ESTATE FINANCING WORKSHOP.
FROST BANK. ADVANCED CREDIT ANALYSIS AND BUSINESS FINANCE.
FIRST NATIONAL BANK OF MOBII.E. AL (NOW AMSOUTH BANCORPORATION), FINANCIAL
STATEMENT ANALYSIS. BUSINESS FINANCE, BANK INVESTMENTS. CREDIT CARD OPERATIONS,
DEPOSIT OPERATIONS. BANK MANAGEMENT. TRUSTS.
GIBRALTAR SAVINGS ASSOCIATION (NOW BANK OF AMERICA), COMMERCIAL REAL ESTATE
FINANCE, VALUATION. JOINT-VENTURES.
CITICORP. BUSINESS, CORPORATE AND REAL ESTATE FINANCE. VALUATION, DEPOSIT PRODUCTS.
INVESTMENTS.
SOUTHWEST BANCSHARES (NOW BANK ONE) BUSINESS FINANCE AND REAL ESTATE INVESTMENTS.
COMMERCIAL CREDIT CORP. (NOW CITIGROUP). ONE-WEEK CORPORATE MARKETING
CONFERENCE COVERING IN-DEPTH TRAINING IN ALL FINANCIAL PRODUCTS. PLUS 28 CDC
LEARNING CENTER COURSES (EQUIVALENT TO 45 SEMESTER HOURS) IN BUSINESS AND ECONOMIC
SUBJECTS.

PROFESSIONAL BACKGROUND SUMMARY

20+ YEARS EXPERIENCE IN MANAGEMENT AT BANKS. SAVINGS & LOANS. CREDIT COMPANIES,
MORTGAGE BANKING COMPANIES. AND A GOVERNMENTAL FINANCIAL INSTITUTION REGULATORY
AGENCY. POSITIONS HELD INCLUDE BOARD OF DIRECTORS MEMBER. EXECUTIVE VICE PRESIDENT,
SENIOR VICE PRESIDENT. MANAGER OF LENDING. MANAGER OF MORTGAGE BANKING.
REGULATORY SUPERVISORY AGENT (TANTAMOUNT TO CEO). COMMITTEE MEMBERSHIPS
INCLUDED LOAN COMMITTEE. EXECUTIVE COMMITTEE. AUDIT COMMITTEE, AND PENSION PLAN
TRUSTEE. SERVED AS A CORPORATE OFFICER OF VARIOUS FINANCIAL INSTITUTION SUBSIDIARIES.
MANAGEMENT RESPONSIBILITIES INCLUDED AS MANY AS 300 PEOPLE IN 22 LOCATIONS
NATIONWIDE IN TEN STATES AND SI BILLION IN GROSS ASSETS. DIRECTLY RESPONSIBLE FOR
ORIGINATING OVER 36.(00 LOANS OF ALL TYPES TOTALING OVER $5 BII.LION. REVIEWING
OVER25,OOO REAL ESTATE APPRAISAI.S, AND REVIErwIN( WELL OVER 100.000 FINANCIAL
STATEMENTS AND CREDIT REPORTS.
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OTHER PROFESSIONAL ACTIVITIES

CONSULTANT ON VARIOUS ECONOMIC. VALUATION. REAL. ESTATE. MARKETING. AND BANKING
MATrIERS FOR CLIENTS IN 44 STATES AND SEVERAL FOREIGN COUNTRIES.
EXPERT WITNESS, iFOR PLAINTIFF AND DEFENSE. LISTED IN THE ASSOCIATION Or1 TRIAL LAWYNIRS
OF AMERICA'S AND THE DEFENSE RESEARCH INSTITUTE'S DATABASES OF RECOMMENDED
CONSULTANTS. PLUS STATE AND LOCAL. DATABASES IN AT LEAST I 8 STATES AND CITIES.
APPROVED REGISTERED U.S. GOVERNMENT CONTRACTOR.
PHILLIPS COLLEGE, FORMER ADJUNCT PROFESSOR OF BUSINESS.
INSTITUTE OF FINANCIAL EDUCATION, APPROVED INSTRUCTOR FOR THE EDUCATIONAL ARM OF THE
U.S. LEAGUE OF SAVINGS INSTITUTIONS.
PRENTICE HALL PUBLISHING. SIMON & SCHUSTER. PARAMOUNT COMMUNICATIONS. TECHNICAL
EDITOR AND CONSULTANT ON BANKING AND REAL ESTATE SUBJECTS.
HOLIDAY INN AND RODEWAY INNS, LENDER ADVISORY PANELS.
NOVICK'S MONEY MARKET SEMINARS. PANELIST.
NATIONAL DIRECTORY OF CORPORATE DISTRESS SPECIALISTS. APPROVED MGI. CONSULTANT.
LICENSED SPORTS AGENT. APPROVED BY THE NCAA. MAJOR LEAGUE BASEBALL PIAYERS
ASSOCIATION. AND THE AL ATHLETE AGENTS REGULATORY COMMISSION.
AMERICAN ARBITRATION ASSOCIATION. APPROVED PROFESSIONAL COMMERCIAL ARBITRATOR.
STATE OF TEXAS REAL ESTATE COMMISSION. APPROVED INSTRUCTOR AND WRITER OF COURSES.
TEXAS REAL ESTI ATE BROKER'S LICENSE HELD FOR OVER TEN YEARS.

RECOGNITION IN BIOGRAPHICAL REFERENCE BOOKS

WHO'S WHO IN AMERICA. 527D - 58" EDS.
WHO'S WHO IN THE WORLD. 12"'- 16"' EDS.
WHO'S WHO IN FINANCE & INDUSTRY. 26"' - 29"' AND 33"R EDS.
WHO'S WHO IN MEDICINE & HEALTHCARE, I' - 4" EDS.
WHO'S WHO IN THE SOUTH & SOUTHWEST. 2 1" -31 ' EDS.
DIRECTORY OF DISTINGUISHED AMERICANS, 5"' ED.
WHO'S WHO REGISTRY OF GLOBAL BUSINESS LEADERS, 1993 - 1994 ED.
WHO'S WHO OF EMERGING LEADERS OF AMERICA, 3"" ED.
WHO'S WHO REGISTRY OF BUSINESS LEADERS, 1994 ED.
PERSONALITIES OF AMERICA. STH ED.; PERSONALITIES OF THE SOUTH. 14"' ED.
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EMPLOYMENT HISTORY -

1986 -PkESENT: BANKING, MANAGEMENT & ECONOMIC CONSULTANT. MOBIlE . AL.
CONSULTING ASSIGNMENTS COVERING N BROAD RANGE OF ACTIVITIES SUCH AS GOVERNMENTAL
REGULATORY OVERSIGHT. INTERIM MANAGEMENT. BUSINESS & ASSET VALUATION. INTANGIBLE
ASSET ISSUES, BANK INCOME TAX ISSUES. MERGER & ACQUISITION ASSISTANCE. DUE DILIGENCE.
BUSINESS PLANS, MANAGEMENT ADVICE. WRITING & EDITING BUSINESS BOOKS. FEASIBILITY &
MARKETING STUDIES & ADVICE. TRAINING & EDUCATIONAL ACTIVITIES: AND EXPERT WITNESS
ENGAGEMENTS COVERING ALL AREAS OF BANKING, VALUATION, SECURITIES. ECONOMICS, TRUSTS
& ESTATES. REAL ESTATE. INTERNATIONAL. MANAGEMENT, FINANCE, AND BUSINESS.

1985 - 1986: EXECUTIVE VICE PRESIDENT, MANAGER OF LENDING & MORTGAGE BANKING,
BOARD OF DIRECTORS MEMBER. HOME SAVINGS (NOW CmGROUP), HOUSTON, TX. NUMBER
Two EXECUTIVE. HEAVILY INVOLVED IN INVESTMENTS & DEPOSIT ACTIVITIES. OFFICER OF
SEVERAL SUBSIDIARY COMPANIES. MEMBER OF LOAN COMMItTEE, EXECUTnVE COMMITTEE,
AUDIT COMMITTEE, ET. AL. RESTRUCTURED THE MANAGFMENT RESPONSIBILITIES OF SEVERAL
DEPARTMENTS, INCREASING PRODUCTION. EFFICIENCY. AND STAFF UTILIZATION. COMPLETED A
$54 MILLION COLLATERALIZED MORTGAGE OBLIGATION LOAN SECURITIZATION TRANSACTION
THROUGH SALOMON BROS.

1984 - 1985: SENIOR VICE PRESIDENT. MANAGER OF LENDING. FIRST FEDERAL SAVINGS (NOW
GUARANTY BANK), SAN ANTONIO. TX. MANAGER OF ALL LENDING & MORTGAGE BANKING.
NUMBER Two EXECUTIVE. HEAVILY INVOLVED IN INVESTMENTS & DEPOSIT ACTIVITIES.
INCREASED LENDING. ACTIVITIES 40% IN ONE YEAR WHILE' REDUCING DELINQUENCIES, ALL
WITHOUT ADDING TO HEADCOUNT.

1983 - 1984: SOUTHWEST REGIONAL MANAGER, FORD MOTOR CREDIT CORP., HOUSTON, TX.
MANAGER OF COMMERCIAL REAL ESTATE FINANCE. AND SOME FINANCING WITH DEALERS.

1977 - 1983: REGIONAL MANAGER. COMMERCIAL CREDIT COMPANY (NOW CITIGROUP),
HOUSTON. TX. MANAGER OF COMMERCIAL AND RESIDENTIAL REAL ESTATE FINANCING FOR THE
SOUTHWEST. AND FORMALLY TRAINED & INVOLVED IN ALL FINANCIAL PRODUCTS OFFERED BY THE
57 BILLION COMPANY. CHOSEN TO OPEN THE COMPANY'S FIRST COMMERCIAL REAL ESTATE
LENDING FIELD OFFICE. RECEIVED THE COMPANY'S LARGEST BONUS EVER AWARDED. TWICE:

1974 - 1977: MANAGER OF COMMERCIAL REAL ESTATE LENDING AND MORTGAGE BANKING.
SOUTHWEST BANCSHARES (NOW BANK ONE). HOUSTON. TX. ALSO INVOLVED IN THE
ORIGINATION AND ADMINISTRATION OF CONSTRUCTION LOANS, DEPOSIT & INVESTMENT
ACTIVITIES FOR LENDING CLIENTS INCLUDING WEALTHY FOREIGN NATIONALS. CORPORATE &
PERSONAL IENDING, AND CREDIr CARD OPERATIONS. CREATED AND MANAGED A COMMERCIAL
MORTGAGE BANKING ENT'ITY FOR A MULTI-BANK HOI.DING COMPANY.

1973 - 1974: ASSISTANT REGIONAl MANAGER & ASSISTANT TREASURER. CITICORP REAL
ESTATE. HOUSTON. TX. MORTGAGE BANKING AND CONSTRUCTION LENDING FOR CITIBANK. NA.
(NY), AND DEPOSIT & INVESTMENT ACTIVITIES FOR WEAI.;I-HY FOREIGN CLIENTS. HELPED
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ESTABIUSH A NEW OFFICE IN HoUSrON. INCLUDING STAFFING AND THE ESTABLISHMENT OF
OPERATING POLICIES & PROCEDURES. PRIMARY TERRflORY COVERED SEVEN STATES. AND
OPERATED NATIONWIDE & INTERNATIONALLY.

1972 - 1973: LOAN OFFICER & MANAGER OF LENDING DEPARTMENT. GIBRALTAR SAVINGS (NOW
CmGROUP), HOUSTON, TX. AT AGE 26, MANAGED THE DAY-TO-DAY OPERATIONS Of TEXAS
LARGEST S&L (55TH LARGEST IN THE U.S.). HANDLED CONSTRUCTION & SUBDIVISION
DEVELOPMENT LOANS. JOINT-VENTURES. AND HIGH-VOLUME BUILDER ACCOUNTS. COMPLETED &
IMPLEMENTED SEVERAL WORKFLOW E-FICIENCY IMPROVEMENT PROJECTS FOR VARIOUS
DEPARTMENTS.

1968 - 1972: FIRST NATIONAL BANK OF MOBILE (Now AMSOUTH), MOBILE, AL. MORTGAGE
AND REAL ESTATE SPECIALIST IN THE TRUST DEPARTMENT. TRAINED AND WORKED IN ALL AREAS
OF THE BANK INCLUDING CHECKING & SAVINGS, CREDIT, CORPORATE LENDING, PERSONAL
LENDING, OPERATIONS. CHECK PROCESSING. AUDIT. INTERNATIONAL, INVESTMENTS, TRUSTS &
ESTATES. CORPORATE PENSION PLAN MANAGEMENT. PORTFOLIO MANAGEMENT, STOCK TRANSFER,
CORPORATE BOND TRUSTEE, BANK SECURITY. CREDIT CARD OPS, AND FUNDS TRANSFERS.
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ADDENDUM Two

Pa;rThweFitjuindk InC. BANKING INrFORMATION

GOivngAveage Inveoson SupetiorReturns PAR THREE FIN'ANCIAL, INC

sunr oo4@ ha11ve iol cc,. * w.- E.e ~eFonc,, con) * Tel '02 41l oe3 * fc: '02.4? * -of) Flee: 82-.533..;300

BANK WIRING INSTRUCTIONS -

Bank of America

5950 W. Sahara Ave.
Las Vegas; NV 89146

ABA Routina

026009593

Name of-Account

Par Three Financial,.Inc.

Account Number

004961842578

Pa T e i ni n... 1 n no. . . . ri. . . . 8 5 V
Par Three Fnanclol, Inc. * IC,] Convention -enter-DriveSujite 850 * Las VegOS, NV 89109
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:X~s.: , *C, -r~r _Fo -n-.y'- -- _ -! r -* .4!t'.!.. -: ;':,47y8.1 - iis ,,a- 87-.5313 OX,

.-ar I '-i -

RE: MONTHLY NEWSLEITEWR

Dear Par Thre Fimancni3 Pariner

A n~tttr year has e~nded ansd I hedicv we all fcel that this year hias jast disappeae Par Three hinaca ha
had a bannor yea- wi;th revenue ine;reases a prcnchrng 35%.i We t-eel that 2005 wbil- bting us ineties ud
o-w 40%W and You or financial rare have provided the e.ita! to-heln tm exparn S cmgratulate
yourscives for seizing this oppostunicy to increase your cuntm portfolio. Remember the webite is now
Pass-od Protvmted 5o usc the User Name and Password below to open the site. Give the sile information to
youlr *etceris, so that dthy rwn reiew ouur pmgrnm.

Websire: vwwpgrireefinancial.com
Thc Uscr Namr is; Parj and the Passiord is: SuCces5. (use a capimtai ibl Par3)

Thc u nz tu: n to i-les to 'o!; t o:iujtt ibr olU! industr, ws :e pruviv- rc . xjtd ser-i-s to aosr
who prefer our "alternative" or "convenience" bankin solautionI. h ?ve inclided a ieter fnrm the Chlirmaan
of uur Trade Associatiun - FMtanciai Service Centers of Ameftca or F1SCA. You wll pyba sc articles
inl the ewspaper fel inglAs tis oransizaton and our industry in general. I hope that this message frm

G~n! wilt ~+ cm'- C' . --

As always we appreciate your Trust and
Confidence in Par Three Financial.
Happy NEW YEAR from all of us!

Tdiak you so much for your referrais and we iook forward to mn exciting and rcwd-ing ibtmre in 2005 and
heyvnri.

Sincrrelv.
PAR THREE TINANC1I4 UN(C.

J.~X.L "- -'J

f :.e-Phcr.: C -

enL:sk

Pqrttee financial, lInc. * i1 Convention Cenier Drive. Suite 850 Los Vegas. NV 89109
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ParThreFinam-k Inc.
Ghng Ar,*,ge S!Cretori Supeior Riturns

C8=1mifCI i. 2 aG4

RE: MONTRI.Y NEWSLETTER

.t hru 'S L in43cii "artne:

As we enter the month of September 2004 arnd the rnd of tbe srmcmr, , havre 5) * .dignificant jum-P :,n our

requests for trw or additional funds forom our cOntracted storcs. While this has 6een very exciting. ozr need
fer irLn-CLdte fuds from Jrl fiaucial paituers is stanting to aecreane at this time. Many of yua have

ialicated yon are pLanning to incrensc your narticipa-tim o ithi Pir Three Fmnci!. L r would reqlses ai tib
urnumart, that you contact yoUr representative before sendirTp in any aid tinnal fwtlds. Whemn w: teed it then

we madik xc~pt iti until then, you -will be placed or, a waiting list oln a frus conic first scrnc basis. We will
ah-w lrvose who ha-e embmracrt our Reftrtal Drounmwuu ix a.n::ijipt as More TltioS arr uecen

ircxt month we will be paswoird prorectinw our website: v.parttareetuhncia? nm r wr uill n*
wOrng fL wft uz oxisiring parmers maid their retertris. Ycu will receive thc pass-word in our aeXt News

etrter for ypiur owi±, jv-rserisi uve and -h- -:sc cf yao ref-crral.

Ag-ainr, w ca ntc. tThank you cnough for vour pirticipadaion in the Par Tr Financial proglanm Ma nyof'iou
:s3- 'e advantage of tle Par Three Referrai P1iIgranu oppiurtnity. Fror those of vou. Nto haven't,

pleatse review *his eteitir !nd financisly rtwwdiig preg-sn Wien, yoi ncft iumccr.o cau progar..
iwbo operts a riniimmw S10K accourm you -ill receiive 8l S200 mb referrJ fee rtmd kt°, Mr ft'.Mrih (6A'4 Der

snntaun} oft be tortl accounst balanrx rf fach m retkral for the duration of their participationa in aur pro.-mmn

Because of your history wits us. you are nur i-ev r~ouirc fisr rof ou: Sor srtmoa, efforta have berftrfrG' ai
pames concerned, so keep up the good workl

Tanik you eo *nruch Forr your re orrnis and "e leAk forward tu xia ecntrn arid renwazdig firare.

We appreciate the trurt andr, cofiiene you have piaced in Par T ree Financial. Inc.

PineerTHREE
P'AIITHREE FINAN'CIAL. INC.

. i;Xkr-ivs

For Three Financiol, Inc. * 101 Convention Ccnter Drive, Suite 8W50 Las Vegoas NV89109
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ADDENDUfM FOURI

NL\\'SP.APER ADS

*an *rantir5r QTjronaidt
a Hearst Nespap.,

The San Francisco Chronicle
901 Mission Street

San Francisco. C4 94103

Emailed Completion Notification

To: PAR THREE FINANCIAL
Company:

Fax #:

rrom:rLEPVI, RONAILD
Customer Sales Representative

Phone:
Toll Free: 1866-732-4766

Fax:

San Francisco Chronicle. Classified Dept., 901 Mission St., San Francisco, CA
94103



24%o PER YEAR ROI
Est. lending co. paying
20o/mo. on secure dnv.
$1OK m.ir investment

Call 1-817-533-6600
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Barry Minkow

From: Barry Minkow [minkow@integrity.comI

Sent: Wednesday, January 12, 2005 3:41 PM
To: Minkow
Subject Ad copy

---Origtnal Message--
From: Chuck Hood [rnaIlto:chood@seattletimes.com]
Sent: Tuesday, January l1, 2005 8:39 AM
To: minkow@integrity.com
Subject Ad copy

This is what ran 11/1 G3 to 4r28I04.

jtKIanced Lending.

24% PER YEAR ROI
Established Lending company
paying 2%kno return on

secured inv. $lOK Minimum,
* Call 877-533-6600 U

Cuck F. lood
Seattle Times -representing the Seattle Post Intellignecer
Cassified Customer Sales
_ '.<nz = "fs fr 2_. .__ ___

e: choodisean/edgtlg&con
w: rww stanific

I i2N2005
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ADDENDUM FIVE
ON-LINE ADS

IneiGiant.cont
offers Fr'ee

_Cla!;sifiedis

All free classified ads are posted instantly'! No
waiting for approval. No confusing or time
consuming sign up process. Just register and select
your personal username and password, then login
and go from there. You can edit your free classified
ad when ever you feel. Choose from a range of
extra optional features: Featured Ads, Bold Titling,
Premiere Ad, Option to add an icon with Classified
Ad, and Option to upload your own image or photo
with your free Classified Ad.

VIEW ALL CLASSIFlEDS POSTED BY ,iohn MacKenzie

Classifieds I -II of 11

Home > Persnrais > M--isccellaneous Personal S >rices>

Viewed Today: I j Total Views: I Expires on:
3;3112004

Visit Par Three Financial, Inc. at www.parthreefinancial.com,
or my secondary website at w~w-anoelfi... mnr

Hforme > Personals > Personal Growthh& }Is-'

'i"D1 iiailk k,,; A Sv-ll S~h--

Viewed Today : I 'Total Views 3 Expires on:
I,'3 1.2 004

Visit Par I'Ihree Financial, Inc. at wrwrv parhreefinancial.com.
or mny secondary website at www angelfi... t-elrc
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2'1%4'(! Re'turn on Your hnwvemen---t

Viewed Todav : I i Total Views: 2 Expires on
313 l/2004

Visit Par Three Financial, Inc. at www4.parthreetinancial.com.
or my secondary website at wwvw.angelfi... -- ^

Hom.re > Fi.ciali4onex> Venture Capital >

_ 5~ iZ C i u it-i O)f O i ui il7 \ eitei'ietz';

Viewed Toda : 2 1 Total Views: 6 Expires on:
3/'3 1/2004

Visit Par Three Financial, Inc. at www. parthreefinancial.com,
or my secondary website at wNuww.angelfi... rnore

Home > FHnancialt.". onev > Monev to Lend >

_woll-ffi-'fi oi i Q-iJiiCinc :

Viewed Today: I Total Views : 4 j Expires on: ,
. 3 i .i, 04 Li

Visit Par Three Financial, Inc. at www.parthreefinancial.com,
or mv secondary website at www.angelfi... -more

Home > FinancialAlronev > N Sortfaue SrviC.-.s >

Viewed Today: I Total Views: I l Expires on:
1331 /2004 la

Visit Par Three Financial, Inc. at www.parthreefinancial.com.
or my secondary website at www.angelfi... more

.10,_,ie > FRuSinCss Sernices > Busintss & Professiona! Srvcs >

_V U '>N tUILl i~t I 'J *I.i .v? it.. I

Viewed Todav I Total Views: . Expires on:
3,3 112004

Visit Par Three Financial; Inc. at-wNwvw.wparthreefinancial.coom.
or my secondarv-website at wAwv.angelfi... re
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-7 !' ss~l\.Uiq ,.t ,.I tPUI I8I,,.II&*

Viewed Today: I 'Total Views : 3 Expires on:
3;31/2004

Visit Par Three Financial, Inc. at www.panhrcefinancial.com.
or my secondary website atv wv.angelfi... nir.-

Home > Busines- Qpportunities> lr estors Wanted>

_-I . 1, s4wluil' vil 'I vu~i tikttl ll ,_.

Viewed Today: I Total Views: 4 1 Expires on:
3/31/2004

Visit Par Three Financial, Inc. at www.parthreefinancial.com,
or my secondary website at www.angelfi... rnor-

Home > Busincss.O*pportunities > Business Opportunities>

Viewed Today: I Total Views: I i Expires on:
3J3 1/2004

Visit Par Three Financial, Inc. at wwwv.parthreefinancial.com.
or my secondary website at wwvw.angelfi... n-r-

Home > Business Qppontunitles > Mone-. N4akin g O)ppo9rt i

24% Return on Your Investement !!

Viewed Today: 0 j Total Views: 0 ! Expires on.
3/31/2004

Visit Par Three Financial, Inc. at www.parthreefinancial.com,
or my secondary website at www.angelfi....

Classifieds 1 - 11 of 1



144

24% Return on Your Investement !!!
la ~ B f ts esis %s'e's l.!, ;o .:t s Iina::c::! .iewking ad

Ad I D: 175061
Seller l1)s: 97436
Price Unspecified

Ad Views: 5
Fxpires: 22 March 2004
Seller Area: Nevada

Nlorc Ilk(e thain

KeP!,\ to. aid

Visit Par Three Financial, Inc. at w w w parthreefinancial corn, or my secondary
website at w w w angelfire com'nv2!par3 for more information-about making your
money work for you! minimum 2% per month or 24% per year

USFreeads
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ADDENDUM SIx

PUBLiC RECORDS

Par3
success
Michael Potter

James W Long
florida. ca nevada. utah UCC
nexis on company and potter and long

Electronic Receipt - Thank You
Account Number:

Order Number:

Authorization Number:

Date & Time:

Credit Card Type:

Expiration Date:

Product:

Cost:

Sales / Usage Tax:

Total Cost:

Electronic Receipt - Thank You h
Account Number:

Order Number:

Authorization Number:

D7 1UBEK3BAJN8 PMCNL3JWGP614

540637

1/13/2005 3:29:37 AM

vi sa

2 / 06

LNCCFeepleNews

$3.00

t0.00

,I-.00

E 1 PGQJFNUSBM8KD00WBXP03UC 6

5338670
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Cost:

Sales; Usage Tax:

Total Cost:

$1. (:0

SIC . UIV

, - . \! ."

Electronic Receipt --Thank. You
Account Number

Order Number:

Authorization Number:-

Date & Time:

Credit Card Type:

Expiration Date:

Product:

Cost:

Sales I Usage Tax:

Total Cost:

b. -

W0B3DJDM1EPL9NL98 '7ATOVRL3

418568

1/13/2005 3:06:09 AM

Visa

2/06

LNCCUCCFi ii hgs

i.00

$C.00

$1.cc

a. Electronic Receipt - Thank You,
, Account Number, . - I
Order Number:,, 99?L1 5T3 59KSn 9:-KASQ46
AuthorizationNumber:,, 2 9993

Date&Time:, , ./3/2035 1:47:31 7-I
Credit Card Type:,, Visa
ExpirationDate:, , 2!/6
Product:, , LNCCGenera: News

Cost, , s 3. 3
Sales I Usage Tax:. , C'>. 00
lotal Cost:. . ^

Account Number: O C)rder Numnber: .- ( : * -ui:. .. '4 -
Authoriattion Number: -

atc&: Time: 3_ 2 'K -:m::> -2K Credit Card Type: ': sExpiration Date
: - Product N 2
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Cost: S33. Sales. Usage Tax: 'r 20 Total Cost: S'.

Type: CorporationFile Number: C29483-199RState: NEVADA Incorporated On:
D)ecember 17, 1998Status: Current list of officers on filcCorp Type: RegularResident
Agent: M.4. AI)A (. UI1ItiI<5 \i iI Hl. O) a_ /II\tIN iNt (Accepted)AlZdress: 101
CONVENTION CENTER DR #700 IAS VEGAS NV89109- President:DONALD D
MERRITT Address: PO BOX 27740 LAS VEGAS NV89126- Secretary:DONAl.D D
MERRITT Address: PO BOX 27740 LAS VEGAS NV89126- Treasurer:DONALD D
MERRITT Address: PO BOX 27740 LAS VEGAS NV89126-

Record Type: RESIDEKT1A' SO'JRCE. CWO

Name: MERRUIT DONAL I=
Added: 09/30/2004

Status: Current

Address: 540C N CARSON ST
CARSON CITY, NV 89?103

County: CARSON C!:'Y

Phone: (775) 885-1XXX

Database: MERLIN CROSS-DCRECTCRY
Data Through: :- '^/ 2 0I
Record Type: EST'SNESS

Business: PAR THREE £INANCT- IN-
SIC: 625203 - FTN!NCAL 705VISORY SERViCES

Address: :Q' _NCtJVNTON _ENTE.R DR
LAS - 3AES, NV 5 9.I'

County: CLARK

Phone: (702) 471-6933

Copyright 2004 Experian Information Solutions. Inc.
Experian Business Reports

Name: PAR THREE FINANCIAL INC

Address: 101 CONVENTION CENTER DR STE 7
I.AS VEGAS, NV 89109

Telephone: 702-284-5683

Experian File Number: Y19691524
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****** TRADE ******

****** TRADE PA) ME-NT EXPFRIENCES ^*****-

(TRADE LINES WITH AN *' AFTER DATE ARE NEWLV REPORTED)

RECENT

HIGH

LAST CREDIT

SALE $

-- ACCOUNT STATUS ------

-DAYS PAST DUE-

BALANCE 1- 31- 61-

$ CUR 30 60 90 91+

BUSINESS DATE

CATEGORY REPTD

AIR T?-.ANS 13/312C34

P'ayenert Terms: NET 31;

AIR :RAN0S I/24

zavir.ent. Termrs: NET 3C

ccirmnet: CUS - z

-=ELcom 11/6 /207.4

?aymen: 7ermns: %TT 3c-

Footnotes:
+ IN FIRST COLUMN INDICATES COMPANY IS PAYING FASTER THAN THE
INDUSTRY NORM;
- IN FIRST COLUMN INDICATES COMPANY IS PAYING SLOWER THAN THE
INDUSTRY NOR M;
CIN FIRST COLU-M N i-NLiCATES THE C:OMPANY PAYS THE SAME AS THE
INDUSTRY NORM.
<-> SIGNS INDICATE TRUE HIGH CREDIT OR BALANCE IS < OR > AMOUNT
SHOWN

***** TRADE PAYMENT TOTALS ***

RECENT ------ ACCOUNT STATUS ------

HIGH -DAYS PAST DUE-

CREDIT BALANCE 1- 31- 61-

$ $ CUR 30 60 90 91+

.^N-- :_.. _:
,. s.. ;_,C5 -TA :

r:E.; : :_:- .:A::: .'

***"PAVNMEINT'rRENDS ****X*
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(BASED ON CONTINUOUSLY REPORTED TRADE LINES)

09/3If4:

`08/4:

07/-C'4:

C 6C:4:

BUSINESS BALA

DBT $

NiA

N/A

N/A

N/A

N/A

N/A

-DAYS PAST DUE-

NCE 1- 31- 61-

CUR 30 60 90 91+

., ,

:'0 'I OI 0

.- ̂o 100n

230 10,

2?I 10"t

****** PAYMIENT HISTORY - QUARTERLY AVERAGES ******

BALANCE

-DAYS PAST DUE-

1- 31- 61-

CUR 30 60 90 91+

4 ?H-Q-03 :

DBT

N! /

",!A

N;A

N/fA

N,'A

2 0 10 ic-

0)

****INQUIRIES ***

Date # Inquiries 8 months prior to report date

1 1 2 3 4 5 6 7 aSIC Description 9

2 5WG FINANCE 1^iO4

TCTAL 12 / 04

1

Experian Extract Date: 12;&67(004

LAPSED 10/07I'l07 10/01!2002 01t06.'2005 970000221571
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0 I

NAME & ADDRESS

COMPASS BANK
76 S LAURA ST JACKSONVILLE FL 32202

NAME & ADDIRESS

PAR THREE INC
4121 SHOAL CREEK LN EAST JACKSONVILLE FL 32225

PRICE CHARLES B
920 ORIENTAL GARDENS RD JACKSONVILLE FL 32207

CopyTight 1997 News & Record (Greensboro. NC)
News & Record (Greensboro. NC)

June '2 199', Sun.UaV. A LL E LD1 TiOINS

SECTION: BUSINESS, Pg. E5

LENGTH: 930 words

HEADLINE: INCORPORATIONS

BODY:
The State Corporation Commission has issued these businesses charters between April 1,
1997. and April 30, 1997. In parenthesis the company's registered agent:

GUILFORD COUNTY

Browns Summit. Millennium Management Ll C (NI. Kenneth Doss), Parkwood Group
Inc. (Alfred J Colanero):

Gibsonville Inventive Internet Technologies Inc (Scott .Mulder:

Greensboro A Plus Lawn Inc. (I lunter Wangi, A B.&8J Ser\ ice Providers Inc (James F
.Joyee;)- A.[I..Mf.A. Ltd. (Angela L. HIunt): Aaron Andersen Web Professionals Inc.
Nklatthe\\ G. Milunicl, Academy ol Spoiled Babies Inc (Jacqueline Castcrlowi:
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Administrative Support Network Inc. (Cheryl R. Humphries); Affordable Senior Kare
Inc. (Kenneth R. Jacobson); A Healthy Start Inc. (Manlin M. Chee); Airborne
Metahlorks Inc. (I)avc Gordon); Ala Carte Accents For the Home Inc. (Gary G. Ash);
American Metal Supply Inc. (David K. Richardson): American Unified Mortgage Inc.
(N.C. Search Inc.): Arborgate Inc. (Larry Dail). B G R & R Inc. (Woody Villard Wolfe),
B&:J BillardstLounge Inc. (Kendall Brumby); Barbara C. Hild & Associates Inc. (Barbara
Clark Hild); Bay Point LI. C. (Richard M. Greene); Blue Ridge Remodeling Heating &
Air Conditioning Inc. (Tammy Jo Bryant); Bluethenthal Family Fund (Arthur
Bluethenthal): Boyd Photography Inc. (Larrm R. Boyd); Brute Cleaning Service Inc
(John W. Quick); Cabin Creek Consortium LLC (William L. Tankersley Ill); Carolina
Tennis Academy Inc. (Oscar E. Blacutt); Carr-Powell Properties LLC (Vernon B.
Powell); Cartell Inc. (April Lynn Lattig); Certified Lock Inc. (Thomas Alan Jeffries);
Chatham Acquisition Inc. (Charles T. Hagan III): Colonial Home Improvemnt Co. Inc.
(Charles Livingston Harris); Computer Net of Raleigh Inc. (Tim Sessoms): The
Computer Resource Group Inc. (Shannon B. Hill); Concrete Construction Co. Inc. (Leo
Davidson); Con-Equip of the Carolinas Inc. (William Guy Roof); Cornerstone Village
Properties LLC (Steven D. Bell); Corporate Consulting Inc. (Joseph V. Green); Crane
Point LLC (John R. Barlow); Crown Battleground LLC (Royce 0. Reynolds); Crown
Used Car Mall LLC (Royce 0. Reynolds); Currahee Disease Mangement Services Inc.
(John H. Small), Dale Wood Designs Inc. (Nancy J. Adkins); The Dan Ottaviano
Foundation Inc. (Bradley L. Jacobs); Darco Enterprises Inc. (Darwin A. Nelson); DBM
Group Inc. (Donald R. Vaughan); DLS Clemmons LLC (Desmond G. Sheridan); DLS
Millwood LLC (Desmond G. Sheridan); Dream Cars Ltd. (Terrell Raynor); Doug York
Construction Inc. (N.C. Search Inc.): E.J. Oddono Jr., M.D., P.A. (Ernest John Oddono
Jr ); Earth Shapers Inc. (John D. Amos); East White Oak Missionary Baptist Church Inc.
(Benjamin W. Mittman Sr.); Efird - Gwinn Architects P.A. (Gregory S. Williams); Eleite
Technologies Inc. (Paul M. Leite); Elliott, Nelson Inc. (Charlie Elliott): Evolution
Marketing Inc. (Daniel Forlano); Eye Center Pharmacy LLC (Desmond G. Sheridan); F
& F Foods Inc. (H. Vaughn Ramsey); First Federal Home Equity Inc. (Angela A.
Williamson); First Mission Enterprises Inc. (James F. Hammond). Foundation Khadimou
Rassoul (Abdoulaye Diop); Ganim Investments Inc. (Paul M. Stutts); Geeks Inc. (J.
Christopher Hughes); GI Associates Inc. (Small Business Solutions International):
Glenwood Water and Sewer Co. L.L.C. (Howard L. Borum); God's Place of Worship and
Deliverance Inc. (Charles A. Morgan Sr.); Guilford Place LLC (James L. Merritt): H&S
Paint Co. LLC (Martha .1. Snead); Hargett's Telephone Contractors Inc. (Thomas
Sonricker); Hayes Memorial United Holy Church (Louise King); Heartland Apparel Inc.
(W B. Rodman Davis): Hit the Zone Inc. (Patricia A. McCall): Hood Construction Co.
Inc. (Robin Hood). Hounds' Hunt LLC ('Harry S. Falk); Huckabee Trucking Co. Inc
(Sandra M. Lumley); HVM/Clubhaven LLC (William L. Tankersley 111): Hummel
Family Foundation Inc. (Bradley L. Jacobs): Industrial Devices Inc. (Glen Moore):
Innovative Answers Inc. (John Bilhardt): 135 Funding I L.L.C (Russell R. Myers). J.
Todd Brown Associates Inc. (J Todd Brown): Jackie Newkirk Insurance Agency Inc.
(Jackie Newkirk Morehead): James R. Pass Inc. (James R. Pass): Jane Brvant L.aNkson.
CPA, PA (Jane Bryant Lawson): JBC of North Carolina LLC (Keith A. Wood); JD)C
Manufacturing 1LC (W.B. Rodman Davis): KRB Properties L.L.C. (Kenneth R. Brooks);
L.avndale Drive In Inc. {Timothy D. Duhan): Lindmark l.1-C (James F. Marshall). Loftis
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Inc. (Michael D. Lotlis). Lothakoun Enterprises Inc (Sinmthong Lotakoon): L.N & Tran
Investment Inc. (Lim U. Tran): M & E of Rockingham Count% Inc. (Charles E. Mclvin
Jr.): Majestic Oriental Imports Inc. (N.C. Serach Inc ): Materials Handling Enterprises
Inc. (Kevin Galvin): Medibep USA Inc. (Charles T. Hagan 1ll): Medical Reimbursement
Systems Inc. (Chen.l R. I lumphries); Michael Aviation Inc. (Dave Gordon): Micron
Video International Inc. (Richard A. Matthews): Missions for Christ (Apostolic Faith)
(Robin Ellis); National Alliance for Nonviolent Programming Inc. (Whitnev G.
Vanderwerff); Nehemiah's Builders Inc. (Marcuis Wade); North Carolina African
Services Coalition Inc. (Pat Priest); Nottingham Apartments LLC (James L. Merritt):

Oakcrcst Center L.L.C. (George Sipsis): Par Three Financial Inc.
(Richard J. Tuggle); Paramount Petroleum Corp. (N.C. Search Inc.); Piedmont
Coffee Co. (Tomi White Bryan): Premier Mental Health Inc. (Ronald Burrell); Promulch
LLC (H. Vaughn Ramsey); Racing Club Investments LLC (H. Vaughn Ramsey): RCC of
Greensboro Inc. (Sandra Regina Williams): Rehab.Builders Inc. (Dennis J. Toman);
Rental Associates LLC (James L. Merritt); Rettew Enterprises Inc. (John C. Renew).

LOAD-DATE: June 23. 1997.

FLORIDA SECRETARY OF STATE, UCC RECORD

Debtors. LONG, JAMES W

Debtor Address: LONG. JAMES W
PO BOX 1521
MACCLENNY. FL 32063

Secured Parties: BOB'S MARINE VILLAGE: BOMBARDIER CAPITAL INC
(ASSIGNEE)

Secured Partv Address: BOB'S MARINE VILLAGE
US 41 NORTHI/POB 682
LAKE CITY, FL 32055
DUNS: 060238979

BOMBARDIER CAPITAL INC (ASSIGNEE)
PO BOX 600610
JACKSONVILLE. Fl. 32260
DUNS: 049795367

Filing Type: INITIAL- FIILING

Filing Date: 6 l' 2000)

Filing Number: 200t)100 142491
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Filing Office: SECRETARY OF STATE,/IJCC D)IVISION
STI'ATE CAPITOL
TALLAHASSEE. Fl. 32314

Collateral: VEHICLES
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ADDENDIIM SIVEN

DUN & BRADSTREET
FINANCIAL REIORwI

AL _ _ .._,____.

9AT-,NGDEANGE

lURE: N-34;-1S- DTL,,E PR-NN-TED 51312RY
PAIR -ER'S FNANCIAL iC JAEN !5 2Ct15 PA- iNG Elo

FORMER;Y
101 CCNVENTrON CENTER DR STE 7 LOAN BROKER ERN
LAS VE;AS NV 39109 S NC-. STAR7ED- ;99'

TE': 7C2 294-0.683 61 63 SALES E $2,998,000
EMPLOYS 14
H.STORY CLEA.R

CHIEF EXEC-JT:VE: MICrAEL L P:TTER ESQ, PRESIDEN-

C'USTOMER SERvICE

If yz- need any addti~onal i4nformation or hve a-y questiCns, tiease -.all the.
D&3 Online Customer Service Center at -PCO-2^-1126.

4 ' + STMMJRY ANA-SIS *-

The Summary Analysis section reflects information in D6B's file as of
January 10, 2005.

RATING SLUO
4

-z-Y ..

Tcse businesses which do nrt lend th.orselv-es to a 63B Racing are
assigned an Lrmp-oyee Range desigr.azicn 'ERi which :tdocates size in
termS of number of employees. ERE indicates an. employca range from
13 to. i9.

Below.is an overview of the company's r63 ?ating's) since r13110I04:

RATING DATE APPLIED

E-r ---R -- ------

Jt.~~ - --A.E'I - t0-a ' ' ' ':

- y .:a--ir sect--n r~f~es ray~m;------------- . ------

--Ie rI..:nzr;:- -r: r: -

:.:. .-YD_; ~-e .::-,:: r- r,-- . ..X..g.-...: r r.r.:_ :
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Fr V~ .v 4 ... ~ zzp.po: "-;e:± .3 ::'o 4

~~c*.''t ~ 071-r' 2E.:i - -

Tcta: :r. :,i's hie *,

:Misc busirness service 2 27,500t ThS,030 1.3c - - - -

2 Business cconsultina I 200, OOU 203,300 13o - - -

3 Whol chem~cals 1 S50,000 50,000 50C - - -

4 Newspaper-Print/puti1 1 503 0 - - 5 0
5 Telep!~one cosn2unCUInS -5 5 .~
6 Nonclassi fied z50 252 2

Other ?ayment Cateqcr~es:

Cash experiences 3
Paymren:: reccrd unkncwc
Unrfav~rable ccmnmer.:s 0
?aced for c3Hlectior.

with D&5 .

cther 0 'A

7he htgl-hest `'\ow Owes" $2e--" :5s $03,
The hia~hest 'Past Due o file is $5:0

The aqgreqa:e dollar arrount cf the ' payment ezzeriences t. D&B's file equals
11 n5 o :h~s compeny's wierage rztnthl,, sa.es. :r. Dunr. B radstree:'s opirnicn,

paymsent experiences exceeding IO.-. of a ccmpan"s ave:&qe zonthv sales can, be
consiaerea represenrazive of paym~er: perforsiance.

PL YMSŽTS Amscurts may be roundea to nearest figure :r. prescribed rances;

Antic - in~J4pszed i~ayments received pr-zr 3 date cf inv-ine3
Disc - -iscc'.nted Paviser.s received~ withir. trade dic~..Pertnad;
Ppz - P-cmpt ;?aements rece-ived with:n ereis grani:eJ!

;IF CGRI ~CS'EE:7 -M F,

. -C . .
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c: E.:~ -e- -;- N. I :4

'i.a-rcn. exR:-:_ee::zes ief' cc ..-e r ::s .re m-: .r :Crlbs-cn tc -e
:.crrs ;s,::-c.-r.s:-. x-. .su..-.c; -rA-;. ce'.;c r..cs &,.A i- ::
res,! -. of crsp.: es :ver rerr

1
:an: S'Ž. s• proea 1n-c.z-e 2'_-

E-.'- cxpzi C!cnc sf.wn reFpe3e:rs _sca:ete &n.- ;.: rcrcryed

s.sp:F::it. ...are.' rtzsc. unoerien:c; r.-'zace tb.:c
repc~r-et.

FINANCE
03/09/04 On MAR 09 2004 Michael L Potter Esq, president, deferred

financial statement but submitted the above figures as still
representative.

Michael L Potter Esq submirted toe following partial estimates

dated MAR 09 2004:
Sales for 2003 were $2,998,000.

EISTCRY
03/D9/04

M1ICHFAEL L PO'-ER $SQ, ?RESIDENT
D:-R_-T3R:S!: THE OFFICER:S'

______________________________________________________________________

* .. ORRTE 'tD SjS:NESS REGISTRATIONS -

REF-DRTED 3Y THE SECRETARY OF s-ycE
R. ^.HER CFFIC:AL SO'RCE AS CF ::/l.'20SE

RSOI.TE ED Ni4E: P-CAR THREE F!A-CIAL, INC.

CORP-DRATION. .YPE: 2-RCFI7 FILINS DA"E: £2110/199$
US.o; t --.F_: _-;R;KN DUFXATIDl: PF.R?F.TUAL

REG:S-nA4JtCN :D t 1998294&30C

S-ATE OF CRGANIZATIOI (INCORPORA-TICN: NEVADA
DATE OF SR-GAXZAT:ON Il;NCORPORATION : 12/17/1998

S:ATrJS: CURRENT 1.0 ON ILE;IN GOOD STRESDING

WHERE FILED: CORPCRACION D-V, CARSCN CITY, NV

RES:S7YREZ AGENT: NEVADA CORPOPR-E HEADQUARTERS, INC., lr1 CONVIENTI ON
CE1T-R. -? - :3e, LAS VEGAS, NV 291-9

1-?RNCUiALS: 1:OXIUD '4Ei'R.'T, -PES!-ENT, PC 3,X 2 -4:, LAS VEGAS, NV

..SNA: i' . I'_l:.R EZR.3 .A.FY, r _h. VE--AS, NYV

-5 -- - --.- ------ - -* .:- --- *- ::- ^---:- - - - - - -
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c;rf.-ers.
MXJEEL : ;t-tK :.%: F-.r :9.. ¢:Ct, HlSI'RY: W.;l7-tzeser::

-.~i: 'e ir^.r:: osp~:..-::-: ^ f-eaS ;is ar _::::~r.e;

3iFERAvTTCN.
S'.'.i''4 9 pe:a:es as a _oar.c.er, spec a;ized as ar. aenL.

.ntorrrs ar.fI fees. :13a SO account's: - :la cc cs-riec-:a: cczcerrs.
Terr:t:y : '!r.:zed S:ates & Car.aia.

E5'LCYESS: .4 which includes aff.certs, and 2 par:-t:me.
VACItLMtSS: Leasas ,iOC sq. ft. oi ?th f(cor of a 12 .3ccry

sceel b;lidrnqg.
t-cCAT-ON: Su;^:zban bu siness sertion s-reet.

S:-:_;RCS re 171; 99999 09SO73Q-1l
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ADDNFANDUM. EIGHT

ACCOUNTS RECEIVABLE P'URCIIASE NOTE

iilt ACC'OtSTS REf'EIV'ABIE PURCl.HASE LOAN AGREFML4NT s enter.d in

20t4 h!% and lvtueen thetetuatict 'T'actor or
Purchaser"i and Par Thret Financial. Inc. dherettather C'lient or Seller).a esa&s Ctorpot-aiton doting
bumanci at It11 Comnnnon Center Drite. Suite S50. I a, \ ceas. N\VS')lt

WITNESS

WIIERAS, Client is engaged in the business ot'public , cmnnercial retail lending. and sells and dehsers
prndu.t and/or pro% ides services to Customers on a credit basis. and

WHEREAS. Client desires to obtain funds for operation of its business through the sale of Accounts Receivable
Checks and Invoices azceptaci: to Factor, and

NOW. THEREFORE, in consideration of the covenants and conditions set forth herein and other good and
valuable considerations deemed adequate at law. the receipt of which are acknowledgzed, Factor and Client agree
as tollows:

1.lWbtereas Clauses. All 'AV hereas- Clauses and other matters set out herein are incorporated herein bs
reference. The use of words 'Accounf)'. 'Invoice(s)" and "Checks)' are all unterchangeable.

2. .Approval. Fator shall not be obligated to putchase any Accounts from Client: howemer. once an
AccountsCheck is submitted by (lient and accepted by Factor. Factor shall have the right but not the
obligation. to purchase all subsequent Accounts'Checks relative to that Customer.

'. Fee. fhe Iee paid by Client to Factor tir factoring Accounts Receisable Checks is two percent (2.0o)
per month (24% annually) simple interest of the initial amount of cheeks purchased by Factor during the
term otfthis Aercement and the opntion to renew- if.tw;ch otnron i. e...--iof hf - - i
Seller to Purchaser %ill be paid on the first business day of each month. How eser. the first payment
period will be prorated based on the date this Atgreement takes affect. The rate of rwo (2.0%. o) per month
will also be applied to any funds added by Factor to initial sum during the term of this Agreement.

4. Notfie of Disputt At the time Factor Purchases an Account. no defense. offist. or counterclaim shall
exist with respect to such Account. Client shall provide writen notice to Factor itthin tw enty Ibur (24)
hours of Client obtuning any knowledge. from any source, of any dispute or disagreement of any nature
between the Client and a Customer. Factor shall have the right. but not the obligation, to settle any
dispute directly with the Customer; hoswesr. any such settlement shall not rcliree Client of
responsibilirs for fidl payilent of such Account. Client fuither agrees to repurchase from Factor in the
event of a presutned dispute andior breach of wrranns. all Checks for ahich 15 days have elapsed since
the original Check date. The repurchase price of said Invoices shall be for an amount equal to the
amount initially adtanced by Factor, plus any fees e.amed by Factor asdefined under paragraph.' .

5. Propert of Factor. Upon Factors purchase of an Account from Client, anry and all payments from
(ustomer as to that specific Account arc the sole property of Factor. and Client aigrecs not to interfere
wvith Customers payment therof. However. should Client pay Factor in full for such .Account or should
anA such Account be ihareed back or sold back to ('hent by Factor. then such Account chall
tinitediaiely become the sole property of Client Client may use checks,. imsoice,. real estate. fiotures
and any other such assets for collateral Client ma\ also use any and all proceeds it1 any way ftr an\
legal purpose, in m*a c6tokse

t. Patyments Recived by Client. Clhent uarrants and represents that at the tier F:uctor puichaSes an
kctuAnt Iront Clent no payment will hate been ntamdc t

I the ('uarsti' naimd ,'mi teunt eothtiet it,
Itm dte benefit of the Client. In the csett that Chm- recsme, a pasment from Custormet shich h:,
bcocme the propcrm of cl-ctor, cimit hall be dectlied to, h:i\ * ic,:;\ ed 1ilc linert inln tbn i t.a'I

I .itals
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and Client shall inimediatel [un) ovet such pas mcii to f'ator. In the event Client receises 3 pa)y mctni
"hlch i comprised of nlonies belonging parnals to ('lient and partially to Factor. Client shall
tniniediately turn ;ocr said patincit it) t 1-cica in itS or.ninal loni and ploperly cindored. and sactor
shall. tqlon clearaince of paymenlt instunilet Is Factor's hanlk tbrtuaid a cheLk io Client ft Client's
pcltollt of ithe pasitenl
Representation and W'arranties of Client. Client hereby represents and varrants to Purchase! that:
*\ Client is a salidl% fonned. eisting (Corporation iti good standing under the laws of the State ol'

Ne ada and said Corporation is properly licensed and authonzed to operate its business under the
Trade name "Par Three Financial. Inc."

13 Clicnt is solvent as that tenti is defined under bankniptic law and the Uniform Comimcrcial Code.
C At the time of purchase of an Account b) Factor. Client wvill be the lawful owner thercof. % ith good

and undisputed title thereto.. free and clear of any liens or- encumbrances. Each Account shall
ieprcsent an accurate and undisputed statement of indebtedness owed to Client by a-Customer for a
sumn certain which is due and payable in 30 days or less.arising out ofta bonafide sale.delivery and
acceptance of produce or performance .of service -by Client to Customer in the ordinaty course of
Client's business. No outside person. firm, corporation or. business shall have any lien on. or claim
to. such Accounts or to the-produce described dierein or any part thereof

1). Client shall notify Factor in wnting immediately after obtaining any knowledie from anymsource of
the filing. recording or perfection by any means. of any non-consensual lien, claim. lev).
attachmenL encumbrance or other court or legal proceeding or process of wNhich client is aware of.
against Client or any Customer. or against any properrt of Client or of any Customer.

E. Client does not, and will not. in any manner. whether directly or indirectly own, control or exercise
dominion over the business of any Account-or debt of(Customer to-be offered or sold by ('lient to
Factor.

F Each and e-ers document. statement.' record, book. account and invoice, and -all -infomiation.
%shetber financial or otheraise. provided to .Factor hb Client. shall be.-true. accurate and correct to
the best of Client's knowledge

G. Client and Factor agree that neither shall not under ans circumsrances or in any manner whatsoexer.
interfere with each other's rights under this Aireement

H. Client will not sell. factor or assign Accoutts covered bb this Agreement to anyone except to Factor
during the term of this Agreement and-or for as long as any indebtedness whatsoex-er remains owiii
by Client to Factor under this Agreement. Cliem has not heretofore sold. factored. assigned or
encumbered any Account or Accounts. ahich are or ma) become sublect to this Agreement:

1. Client shall not.transf'er. assign. or pledge any of its Accounts covered by this AgLeement and shall
not grant a secunty interest therein.- to any party other than Factor

J. ('ent shall not alter, modify . or extend in. any manner. the terns of the original Account with a
Customer. including. but not limited to. the maximum credit limit of Customer or the time within
which payment is to be made, without first obtaining Factofs written consent to such change.

K. Concerning this Agreement. Client has not- transferred. pledged assigned or granted a~ security
untemest in its assets, which Client has not filly disclosed in writing to Factor. Client has not
permitted and shall not permit any lien, encumbrance or xecurity interest to be created upon it's
assets. includint but noi liniied to. its accounts- receis able_. wbithoult the poor aritten consent of
Factor

L (oncerninn this Agreceilent_ Cihent shall mnaintait in ets in good order and sepair -and.shall
nainuain p'litih s it insurance therec n atnsJactor' to factot

N1. (lient shall not sell. assiign. pledue or cuaumber ihii, N\gieinern or =an rights w-hat.oeC ei- hei eunder
item s%%; It immediatel s n'ti 6? Fazior : ii % rniti-s of aiv chanve in the iocwlltio. ot licitis pl cct sI of
husiness oi. if t hent has or iiteids to cqui-re additiondl placm .'t business. or piur-lo air chance
in ( licnt . ponuirs esecutive otfice O- L ; In *ITt.i of olti es nhere ( hent's boiks and records
cu.gnrnrinr -\cciUunts ;irC loc.aled

r Client wvi iminediateix- notife Factor in %rinting ot' any proposed change of Client's tiarne. identity-.
legal enits, corporate stucture. use of additional trade naititrs). and/or any proposed chatge iii any
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of the officers, principals partners, and/or owners ot'cbet's business.
P. At the time Client submits Checks or Invoices on Accounts to Factor for possible purchase( Client

illh pay for all postage. transportation and or ourici chareis
Q htc purchase of Pavda) Advance accoumts checks. recenahles carries no cominist;iotns or

additional costs to lactor. All expenditures and oi fees. neluditig teis paid to independent tfictolitrg
agents. is paid directly b% ( jest out of adminiisrratiotr costs

8 Posoer of Attornes, In ordem to licrlnic ptforiniiancc of this Agreement. Factotr irrelocabls jppoints '-,'lenr
or ans person designated bIt Client as hisher attonie in fact, which said appointnent shall remain in full
force and effect until all Accounts sold to Client hav'e been paid in ftull and all obligations of Client to -actor
ha3e been full discharped. with fill posset to:

A Receive and open all mail addressed to Factor or to Factor's trade name at or sent to (lient's
address.

B. Endorse the name of Factor or Factor's trade name on any cheAs or other en idences of payment that
come into Factor's possession on Accounts sold to ('lient by Factor or on uhich ('lient holds a
security interest, and on any Insoices or other documents relating to any of such Accounts, and
deposit same into any account designated by Client.

C. Client mauy, in Factor's name, or otherwise demand, sue lbr, collect, and subject to Factor's prior
written approsal give releases for any and all monies due or coming due to Accounts purchased by
or pledged to ClienL

D. Client may compromise, settle, prosecute or defend any action, claim or legal proceeding
concerning Accounts purchased by or pledged to factor

E. Client may do amy aitd all things reasonablh necessary and proper to carty out the purpose and intent
ofthis Atgreement.

9 Inappropriate Payment Should Factor recerve a paymient on an Account or other pament shich Factor is
incapable of identilinig Factor shal carr this pantnent as an open item and shall notil Client and return it
to Client or to Custoier upot proof satisfactor) to the Factor of the riht thereto. If hownvct, such proof is
not received within six (61 months following Factor's receipt of such pavment Factor shall have the tieht to
consider such pasnient or unidenntfied item as credit tom ard any outstanding obligations or indebtedness; of
Client to Factor.

It0. DefaulL Any one or more of the following shall represent a default under this Agreement:
A..' Clietn fails to pas any indebtedness to Factor when due.
B. Client's breach of an- term, provision nn'^ro r_ act :.- any ,.,. u-

other agreemnem betveen Factor and Client.
C. The appointment ol' a recei'er or trustee for all or a substantial portion of the assets of the Client

The insolvency of Client or the inability of Client to pay debts as they mature, or ais assigtnment of
assets by Client for the benefit of creditors, or the voluntarn or involuntary filing of a petition in
bankruptcy court or a similar proceeding in any court.

D. The filing or service of any levy. attachment, execution, tax assessment or similar legal process
affecting Chenfs or Factor's collateral

E. The furnishing at anytime to Factor of a materially false or inaccurate document, representation,
warranty or other information or documentation by client, whether financial or otherwise.

I1. Remedies. In the event of a default by' Client, Factor shall have the right to do the following, in addition to
any and all other remedies prov ided by law:

A. Fnforce the securit' interest uranted hereunder.
B. Grant extetsions, comprotnise clatms anid setles disputes sitl respLect to she Account purchased by

Facto;, reiardless of price or methods ltpavitenti. all dvne ssitloit prior notice to or permission of
tttIhll

C. Retum to Client any suiplus realized mnd hold (Chvlir hahr Imr airuy deticivncies as prcidcd in the
I iii forrir ( oinrercial 'ode Jtltlih' Stale oi \es ada

1), lit the e*ent of ('hint's insolkercy or bankruptrc. encrie proceeds of fitist Account alt C'lient's hank
%%ill he disnibuled erually to Factors on a p ro rata bas',

12 ( nlidentialio. 'ueror ackitmrwledges thai artx krovr ledge or ririlrtlnatitl telartin to C'lienir turd ( hIlent,
busitiss. atid its operatiotis is saluable. proprieturx and cit'fidndiriil in nature. aid Factor agres t.o mainitain
tull coinfidentualit' o'sudh inlobrmatoit
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1 3. Non-Compete. tactoi agrees tor a penod to two i2) Scars front the date of cxecution of this Agreement that
lie/she uill not own. in whole or in part. consult with. bc employed by. or othernise engage or participate in
,un! buiitess in competition with Client's Busriness within a onie hundred mile radius of Clients Busutess as
located in this iumeeinnt. Further. Factor agrees not to induce oi atltttipt to induce any employe. client.
.ustomer ot consultant ot Client to tetnitnatc or in an% uma! alter their relationship nith Client, or ito
disparage the business lepultation or financial condition ot Client. Hsweser. nothing contained herein shall
prohibit l'actor lraii otTering the sanme or similar faiontrig scricch to arny prospectise Client and entering
into this same or similar areemnent v.ith an! prospective or new Cheat Of Factor.

14. Termination. This Awe.ement shall continue in full force and elTect unless terminated bv ninetv ('AX) davs
syiitten notice by Factor to C lient provided however. that no such termination should be terminated or
otherwise alTect Clients obligations hereunder incurred or accrued prior to such termination notice.
Follows tg any notice of termination. Client remains fully liable to Factor for any Accounts purchased before
such termination. and Factor will continue to hold a security interest in Client's Accounts and other
Collateral mentioned abor e until all existing indebtedness of Client to Factor has been paid in full or Factor
is otherwise satisfied. Except for cause. this agreement may be extended up to an additional-nine (9) months
at Factor's option.

IS. Glossry. The following terms shall have the following meanings when used-in this Agreement:
A. "Account" means any and all rights to receive payment for goods sold or leased and-delivered or

for services rendered to a Customer of Client, which is not evidenced by an instrument and or
chattel paper, as those terms are defined in the Uniform Commercial Code for the State of Nevada.

B. "Acceptable Account" means an Account conforming to the warranties and terms set forth herein
and otherwise acceptable to Factor.

C. "Invoice" means an Invoice on an Acceptable Account conforming to the warranties and terms set
forth herein and otherwise acceptable to Factor.

D. "Customer" means Client's Customer or Account Debtor.
E. "Collateral" means the tangible and intangible property given as security for the obligations of

Client under slus Agreement.
F. "Warranty" means to guarantee, as a material element of this Agreement, and each separate

warranty herein is also an independent condition to Client's performance and duties under this
Agreement.

G. "Credit Dispute" means a claim of any kind whatsoever by Customer against Client that w*ould
reduce the amount collectible from Customer by Factor. arising from any disagreement whatsoever
between Customer and Clieni valid or invalid. at any time. both before and/or after the signing of
this Agreement or the purchase of Account.

H. "Credit Problem" means a Customer is unable to pay his/her debts because of insolvency, or the
Customer files a voluntary petition in bankruptcy, or is subjected to an involuntary petition in
bankruptcy, or the quitting of Customer's Business and/or other like situations.

16. Indemnifications Client shall indemnifi and hold Factor harmless against any and all liability, claim,
demand, ill-will and damage arising from Factor's collecting or attempting to collect any Account, provided
that Factor has complied with all applicable laws in its collection efforts, and/or from the failure-of Client to-
pay taxes due and payable to any taxing authority, including all costs and reasonable attorneys' fees.

17. Miscellaneous.
A. Waivers. No action taken pursuant to this Agreement. including any investigation by or on behalf

of any party, shall be deemed to constitute a waiver by the party taking such action or compliance
%Nith any representation. warranty, covenant or agreement contained herein or am documents
delivered in connection herewith. No waiver by any pant hereto of any right or remedy shall be
clbcctive unless in writing and signed by the party waiving said right or remedy. A waiver of a right.
remedy or particular section or heading under this Agreeuient is not a w aiver of rights or remedies
of any other stction(s) or headingist herein.

B Notices. All notices. requests. demands and other communications which are required or may be
given under this Agreement shall be in writing and shall be delivered bh first class mail. postage and
delivers confinnation prepaid. or by courier. transportatmoit prepaid. to the party at the address
herein contained or to such other address as such partr shall have specified in wnting by notice:
An% and all such nonces shall he decined to hav- been rececied on the date of actual receipt.
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C Sections and Other Headings. The section numbers and other headings contained is this
agreement are for reference purposes only and shall not affect the mcaning or interpretation of this
Agreement.

I) Governing Law. This Agreement and all transactions contemplated hereby. shall be governed bI.
construed and enforced. in accordance with the laws of the State of Nevada. 'llc parties hereto
waive trial by jury and agree to submit to the personal jurisdiction and venue of a court of subject
matter jurisdiction located in Clark County, State of Nevada. In thc evcnt that litigation results
from or anses out of this Agreement or the performance hereof, tde parties to this Agreement agree
to reimburse the prevailing party's reasonable attorney's fees coun costs. and other reasonable
expenses, whether or not taxable by the court as costs. in addition to any other relief to which the
prevailing party may be entitled. In such exent, no action shall be entertained by said court or any
court of competent jurisdiction if filed more than one year subsequent to the date the cause(s) of
action actually occurred regardless of whether damages were. otherwise as of said time, calculable.

E. Effective Date. This Agreement shall become effective upon acceptance and execution hereof by
the patties hereto.

F. Reliance by Factor. AU representations and warranties made by Client herein and in the
Preliminary Evaltation Report are true and correct and Client acknowledges and understands that
Factor has relied thereon in entering into this Agreement

G. Term. The term of this Agreement is for a period of nine (9) months from date of execution bv the
parties hereto. At the conclusion of term. Factor and Client have the option to renew this Agreement
for an additional nine (9) month penod at the same terns and conditions as stated herein.

18. ACKNOWLEDGMENT. Client acknowledges no knowledge of the existence of Local, State or Federal
Tax Liens.

None
Statement Par Three Financial. Inc.

19. ACKNOWLEDGMENT. Client acknowledges no knowledge of U1CC Filings against current or future
receivables,

None

Statement Par Three Financial. Inc.
ii Wi 'WInto WHEktEC> this agreement has been executed by each of the individual parties hereto and
signed by Factor and a duly authorized officer of Client, and attested under the corporate seal of the Secretary of
the Corporation, all on the date and year set out below.

SIGNED AND DELIVERED IN THE PRESENCE OF:

Signature of Witness

Print Nane of Witness

Client/Seller Par Three Financial, Inc. FactoriPurchaser.

Ba: _y:____

Signature Signature

Print Name: Tite:

Date:

Print Name:
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ADDENDUM

Addendum to A(COL Ni'S REV EIV.BLE Pt RCHASE NOTE between

FactoriPurchaser and Par Three Financial. Inc. (lient'Seller.

Whereas. _ Factor./Purchaser does hereby purchase S_

of accumulated Accounts Receivable Purchases, Checks and Invoices from Par Three Financial. Inc.

Client/Seller, which checks are written by Customers and made payable to Par 'rhree Financial, Inc. for a

total of _ _ dollars as of 2004 for a term of nine (9)

months, commencing this date.

Factor/Purchaser is renuired to eive Client 90 day written notice of termination of this Agreement as
such Notice is provided for herein. In the event of termination by Factor, 100% of all monies, including
principal and fees thereon. are due and payable by Client to Factor by day 90 of said Notice of Termination.

Factor Signature:

Print Name:

Address:

Home Phone:

Signature: Title:

Print Name:

Par Three Financial, Inc.
101 Convention Center Dr. Suite 850
Las Vegas, NV 89109
Office: 702-471-6933
Fax: 702-471-6983
TollFree Customer Service: 877-533-6600

Mailing Address:
Par Three Financial, Inc.
P.O. Box 27740
Las Vegas, .NV 89126

Work Phone:
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Busincss Public Recurd.s -Select our Business - ' . '

UCC SEARCH RESULTS

* g1NIP(If 1 Business Public Records

Seiect c ur busine Ur -.3 j C: .'!. C . ..: C.'.

Below are the businesses that match your search critena m Experian's database. To ensure
you receive the owect report on the business youre interested in. you can request up to
10 of the reports listed below. Simply check the box next to the contanys rformnatkOn and
hil either the 'Add to report or the 'See repolV button to continue.

. .... .. * [~~- Help -

COMPANY 3
FRESNO CA
COMPANY OF THREE. INC. D8A CATELLtS
THE REX I
HEALDSBURG CA 95448
COMPANY OF THREE. INC.. 2
HEALDSBURG CA 95448
CORPORATE FINANCE, INC.
DALLAS CA 75205
FtN. ItNC I
VAN NUYS CA 91411
FINANCIAL CORP I
SAN FRANCISCO CA 94104
FINANCIAL. INC I
EUREKA CA 95502

SANTA ROSA CA 95098
PAR COMPANY
ROWLAND HEIGHTS CA
PARS FINANCIAL CORP
SAN DIEGO CA 92126
POWER FINANCIAL. LLC I
GARDEN GROVE CA 92843
STONE FINANCIAL 2
THOUSAND OAKS CA 2
THE FINANCE COMPANY 1
FOUNTAIN VALLEY CA 92708
THE FINANCE COMPANY 2
NORFOLK CA 23513
THE FINANCE COMPANY
COMNA CA 91724
THREE
LOS ANGELES CA
THREE AND SONS LLC I
WOODLAND HILLS CA 91367
THREE AND SONS LLC 1
WOODLAND HILLS CA 91367
THREE CO I
PLEASANTON CA 94568
THREE SONS INC I
MONTEBELLO CA

. _.-

-OR- ! Next results >>

x% xx.oxnt-rian corn. h1hreport, PRRep-irt \ctinn do I. I ,. illVi
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Business Public Records- Select our Busitess

Business-Public Records

Seiect V nur busiress. U u C C.C

Belw wre the businesses 00m rltdc yorr search aitta in Experians database. To ensure
you recerve the orrect report on the business yofore interested im. you can request upto
10 of the reports fisted below Srpy check the box nest to the cowvanv's infmaticn and
tit either the -Add t repor or Vhe -See report button to onrlinue.

ITREE SONS tNC 3
PICO RRIRA CA 3

��. -k)R - ��, -m Pervitous isuftt I : .,.
Ttroz~og reaift 21-2 21 f21

-r.. -: .A. '. e *

linpsJ/wIt%,% N.experiaii.cotm'b2brepw~ts/PRRcportAction.do /205ilI2t2005
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Business Public Records - Select y.our Businczs

V \ Petl-x E1 Business Public Records

Select your business.s LJ'. : .: C C : :

Below are the businesses that match your search citeria in Experian's database To ensure
you receive the correct report on the business you're interested in. you can request up to
10 of the reports fisted below Simply cheda the box next to tMe comoanys i tormalion agid
hit either the 'Add to report or the 'See repolt' buton to continue.

.. , .. . 1- ~~~~~~~~~~Help.
CORPORATE FINANCIAL INC 1
MIAMI FL 33176
CORPORATE FINANCIAL, INC.
MIAMI FL 33176
DBA PRESIDENT S3
MIAMI FL 33135
DNA THREE SONS
ORLANDO FL 32837
VS THREE
POMPANO BEACH FL 33068
MS FINANCIAL INC
RtDGELAND FL 39157 1
NUMBER 3 CORPORATION
FT MYERS FL
P FINANCIAL INC
CORAL GABLES FL 33134
P FINANCIAL INC
CORAL GABLES FL 33134 2
P. FINANCIAL INC.
CORAL GABLES FL 33134
PAR INC
DAYTONA BEACH FL 321184480 1
PAR INC
DAYTONA BEACH FL 32118
PAR INC 1
ORMOND BEACH FL 32074
PAR THREE INC
JACKSONVILLE FL 32225
PAR. INC.
DAYTONA BEACH FL 321 1 I
PRESIDENT #3
MIAMI FL 33135 1
PRESIDENT #3
MIAMI FL 33135 1
STONE FINANCtAL CORPORATION
CHICAGO FL 606017568
THE FINANCE CO
JACKSONVILLE FL 32211
THE FINANCE COMPANY
NORFOLK FL 23513

- ~~~-OR.- I Next results >>
Sr'o.nsg esuns I. 0 o' 25

il~ti V, W W e~n rsl1 c mi' h2hrepx.I1' PR Report A ctioni.doi' 2~ fi i2 -1 NO z
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13usincss Public Records - Select y our Business

t? e P I II 1n Business Public Records

Selec: !;x busiress -! - C.!;-.

Below are the businesses that match your search criteria in Expenan's database. To ensure
you receive the correct report on the business you're interested in. you can request up to
10 of the reports listed below. Simply check the box next to the company's inioniatian and
hit either the "Add to report" or the 'See report button to continue.

THE FINANCE COMPANY I
NORFOLK FL 23513 -

THE FINANCE COMPANY 2
NORFOLK FL 23513
THE FINANCE COMPANY 2
NORFOLK FL 23513
THE FINANCE COMPANY 1
MANASSAS FL 22110
THE FINANCE COMPANY 3
JACKSONVILLE FL 32211
THE FINANCE COMPANY 1
NORFOLK FL 23513
THE FINANCE COMPANY 1
MANASSAS FL 22110
THE FINANCE COMPANY I
JACKSONVILLE FL 32225

-OR - << Previous results u

Shsmnig resu!:s 21 2e o!28

I I22 !ll;
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Business Public Records - Printable Report IPage I of I

4t XI)PIt' LiTIT

tnitormi Commercial Code Report

S..-=t=-=- ---=.=====,==-======5-===5-==a==C==,=====.==================_~==St,==
-LCR-DA UCC DE.AEL RhFDtRT

76 1,.- .. -: .: I..: _ :I:.

=--- ===.======-=-=============--==-==-=-.=�==�--=..==.�.=�=.=.==-===..==-==��-.

_r-i;iri1 Fil;ng ruirEbr:
tig.r.fil Filin- Dar3 :

.)I13ters:

B'REAU OF ARCHIVES 6 REC:ORD NMMAGEMEt:T
-AL'TARPA$.S9FY. FL :' R',-.flS'

330 3C1125S it~

Fr:R1417:JFE :ED FiXT'JRES
'L;CHINERY R-P2 EO-'-PMENT

_LEXITT FENIIETH
1E29 SAII CARLCS BLVID

1C-i'11.7
- r !-"iEP' f:AL

152Ž9_ SA!I C.RFLS BLVD
F- !'I'EF- _ LIE

NUMBER 3 CR.-RATIOF:
I6229 SAN CiRLfOS BLVD

WARNER RUSSELL C
'7I N T!''sFR f RIVER DrP

AdJi:i.nal Dab-cr:

Secured Firtv:

:t 7'jALUAT:NC ACTUAL OR _iONTElI.PLTEP BUSINESS TRANSACTIONi;S IF;VO'illG THE
.?Y!71NRIF.'.t F.NT-T; ~^ WllTf't! Rr '" ThrD)PMA:T¾l Rrl.:TF$. ! .:FITIIRF rFX .rPN Nf R

:-:EFC't.Rt:T.;t :T . F :TL:ESS A -I: .'AR .tiFI•-:SE CF SI. ::IFJ'M,.T-.I:.
:: I;: F.'. C . Ii.L M':FEF 'A:! :.E !.;-ISE F:':. MBr . F.:IT, B I _EA:TAI., 'iS.'::.::.

hit On 'A'Ai wc peri: :conil'h2hrcorr PRR efori \cTiane ,dn i i, > iN;
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Business Public Records -Printable Report

v.eN 9f'P, ttfl

l'age I ol12

a3 - . .

Uniform Commercial Cole Report

_=_=--. G_ _----- ------ -----R --A ---- D_ ETAI ==L = RE _=== ===PORc_=T ws==T
F_.:RI..A UC.. DgT~l; REPORT

OAV.A 'Y ERACE TSH "H52t .:EAPCR _i!4PLETE-
;;v7.z ~~~ PUTS

--- ==_-__=___::r ------- =___-=_=_===_...._1_-== ------ =-=--=--====-= -----

F_ I r. ̂  : -- :. A- A

Original Filing Niz.ber:

..ollateral:

BUREAU OF ASCHIVES RECORD i4HANGENEHT
.Z.1.L' AS SEEFL 22' ?J-' >'

3.00004i 10'

HEREAFTER FA2UIRE FRCFEETY
,-rVF.NTf:R';

'THER

252 ALHAMiBRA CIRCLE, SUITE 60e
ARL CABPLES. FL , 214

.2i^iiornsJl Debtor:

Additional Sec-ured

P. FINANCIAL, TUC.
2.55 ALHA14Pr AI_RT-E SVITE 600

cSU-4 5-6j42;

L_55 ALHBANSA CIR, SUITE 100
2'RA e';cABE-. FL ::1?4

Party: BAlhUlNITED, FSE
2:.: ALHsMERA :I.3 E

iiI ;,AL AItFG3 VT!U.HL OR 'CIiEMiLATE BS!SIIEEIS TF_-SVS;_7ICtIS -;IVOI. .it: THE
PrIJZ

T
E.4J:- ENiTITY T' WMHI,_F St'C H INFO T I.! RSL;!E-. ItE:ThEi ZE PEFIE !:Ot

E I'y r:5.r i:-LITY ^P r:r E:m ~z' . .'!- . .!_A: - rc ::. L .

i _ :.' E ! ; E } E_ r P !:1:!-L':1.'I. iE AL, '.!I.E>'EZ.i'L

hinsp wwwv \ e pt-rianl ksm hh r r. RUcpnrr-cli( In 12 00l i 2 2(}(
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Business Public Records - Printable Reporn

Uniform Commercial Code Report

FLGRIEGA UCcf DETAIL REOP-T
F._TA. Ct2?R';EFBr THR. i-:H t.E;RrF' CrF ~iii.ETFD

BUREAU OF ARCHIVES a RECORD PLtAC'EENT
TALLAHASSEE, FL 22 P9-O-ŽiSO

C:rgir.al Fling N.arber: O7rOCO3Z241CC

^.1la;-ra:: MURNITURE AND FIXTURES
PF.FF.zXT-R r-nrTPFr rrIsP!RFPT`

FACHINEERY AND EO.UIPi!E:lT

-.r~r: F FINANCIAL INC

Securei Fart;: EAS:NUNITED FSE
ATcJi AlH3RRL CTR7I.F 5t:T7F ,Ir

'. EVALUATING RTUAL OR CONTEMPL;TEI BU1)SIJESS TFANSACTIONS INVOLVING THE
USJINF4ESS ENTITY T wHICH SU'JH NFTOPAtsIMI RELATES. NEITHER EXEERIAN tJOP.

NER-EEANTEILIY OR. FITNESS 'FOR AR ARTIC:LARP PURECSE OF SUCH INF.RMNkIO;i.
-I 1'0 EVENT WILL EXTERTA5 REi I.TARL.F FFfR T!I-TRFCT, TlINDENTAL, CCIISEQ'JENTTAI

.F.; :Z .:::; -;.: ~-:CO 7~;. '<-:-:- F -. >r

litps:; \xs ix.experian.conihb2breportsPRReFponActitbn.do iMi1 02i}0
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Business l'ublic Records - Printable Repon

.- I; O: r ETA,._riC'

-!: - ;Zl tl : - '. ri: Il:: 4q ; C ? :; :\

Fiv,:L<i; isn:

.r i. . .;- Fi i.a..

Coic ateral:

Debt or:

Sezured Par-:,:

SECFET;F'i ..t SC;rE OF FL'RIT,
;!iRF;:: OF A.FII'VF^- .. RprtAoFF. glgfl;-FNFI:'I, . . ._- ,

Nunemc~w: 9CZOC.f.2413iI

FURNITURE AND FIXTURES
HEREI;TEF ACQUIRED PFOFEFTY

.IACHINERY AND EQUIPM4ENT
STHF.R

P FINANCIlAL INC
255 ALHANMF.A CIRCLE SUITE 60'

BAFlIUNITED FSE
:'5 LA.LHARt1PBf CIPCLE SUilE 'lY

IN; EA'.'.LUATIllG ACTUAL OR C-3TEMPLATED BUSINESS TRANSACTIONS INViLVING THE
EOS-tlES: ENTITY TO WHICH SUCH IN3FORMATION' RELATES: NEITHER EXPERIztI NOR

"::F. s 1'F o l~ LkR''i;FF.iT THE .-"':1;< ':,''.*.ETE''ESS . -' ?FE!'.'_>F.
MERCHANTABILITY OR FITNtESS FOR A PARTIC'2LAF PURPOSE oF SUCH INFO91RATION.
Ilt 110 EVENT WILL EXFERItAN BE LIABLE FOR ItDIRE-.' INCIDENTAL. CONSEQUEl:T'.A

-::. .-a :; '

hzzt2~c :-,.% z;5...W.: l h~r^z;1'1Rcp~v rfivnn.,!, i !I (il!!C
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Businvss Public Recotrds -Sdclci ko~ur Busine~ss

I. \ e 11 I g ! t Business Public Records

':.K:: O.Jr bdsircsi ,L,- C *, I-

Below are the businesses that match your search criteria in Experian's database. To ensure
you receive the correct report on the business youre interested in. you can request up to
10 of the reports listed below Simotly check the box next to the cornpany's information and
hit either the 'Add to report' or the 'See report button to continue.

IHelp

PAR 3 LANDSCAPING & MAINTENANCE 2
LAS VEGAS NV 89103
PAR 3 LANDSCAPING & MAINTENANCE 5
LAS VEGAS NV 89103
PAR 3 LANDSCAPING & MAINTENANCE INC 2
LAS VEGAS NV 89103
PAR 3 LANDSCAPING 6 MAINTENANCE INC 2
LAS VEGAS NV 89103
PAR THREE INC.
AMELIA NV 45102 1
PAR-3 LANDSCAPE & MAINTENANCE INC.
LAS VEGAS NV 89103
POWER OF THREE INC 2
LAS VEGAS NV 89109

-5 1 -OR-
: .. l, I .~ . 1. 7e

Sh7-.Pr= resufts 1- 7 ef 7

IWrs- F2Fr--ror-,'PRRcr(---1 %,nion.d.) e !In '(}t5
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B~usitiess V'ubic Rccords -Selct yoiur Businc~s

t '% I i~ , " i i ii Business Public Records

Below are the businesses that match your search criteria in Experians database. To ensure
you receive the correct report on the business you're interested in, you can request up to
10 of the reports listed betow. Simply check the box next to the companys inoinmatioii and
hit either the 'Add to reportr or the See report button to continue.

3
SHARON OK 73857 1
MS FINANCIAL INC
RIDGELAND OK 39157 .
PAR 1II INC 2
TULSA OK 741331613
PAR III INC 2
TULSA OK 74133
PAR ItI INC
TULSA OK 74133 1

- 3 -OR *
Shoino resulls 1- 5 of5

httos,:/www-%-.exririan.coim/b~breportsRReportActioti.do r:0l11l2-200t5
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Business Public Records - Printahle RCport

jniformr C.tr,,nvpnril Codle ReoCrt -

MCL.AH--4.RA U CC EEC-R.L FEP.RT
:R : E THFOSC: SEARCH C't1PLETEC

4 - :- - a . :..:;. .

E . ,, : .5: .,:.. ... --T -F:
-20 FCeEPT S KERR AVENUE STE 105

Oritrnal F'iiir l Number: %IE$C

^--4tcr: ZA, III IN1C
C -h F WV-NCF

Secured iartv: -P RITSiE:
EOL N WAI'.

IN EVALUATING ACTUAL OR CONTEMPLjTED BUSINESS TRANlSACTIONS INVcLVING THE
BUSINESS ENTITY TO WHICH SUCH INFORMATION REL4TES. NETrEPT E'FEP'At NOF
Ey: 5 tI-.rZ T...- ! c--It. .F .T y.- .:r,' R4--Y.v 2! LTFE .t-"F,- E-T, -
.MERC:HATABILITY OR FITNESS FOR A PART1iCULAR P'JfFOSE OF SUCH INFORMATIONI.
IN NO E'VEN:T WILL EXPERIAN FE LIABLE FOP INDIRECT, IllCIDENTAL. CONSEQCUENTU.AL

,c:ut .:. ::L s

-.> '.: =.~ c' .:

https:l/l/wA-.experian.coanb2breponsi/PRReponAclion.do I 1 2/2005
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liusiness Public Records - Printable Report

It i;it' I VI. W it9

Uniform, Commercial Cocip Reponr

TFh:.bHo!t U:'c .ET;IL F.EFCPT
G-n.iT. C(VE.AG~iE "EF9':-H -- -- E ''-IET'

320 ROBERT S iEPR AVEiJUE STE f'sS

Ori ainal Filir.3 lumber: 20C2C'i$E4E3?
Ori:iral Filira Dare: (4

C:13aerai: HEPEAF-EF ACQUIRED tROPDETY
N:VENTOF.Y

f;THEFR

-- ' ?' - ::- r: T-
622 S 1C'TH _RL"T R:'E

-!' ¢E--7

Aiditiorai retr:r: PAP III INC
E221 S 1O'TH EAS- R'.
T'''F' ~ .":' -: -1 -

Secured Party: GOLD BR>I

F11IF- MX - =:F:-

Dclumsnt numLer: 2002310121_11
:ih rz7 Eate: eCl120e2

† ''`U F r. t-. I

't4 EVALUAT:NG A-URAL OR CONJTEIJ-iL.iEC PiSfl:ESS TAANSJ-iTON Ttl'.Ci.'.S THF
itrhNE-s Fl;T:Tl 'I WIHiIl SWfF ::lFzRF AT: FELArE. . tEITTEP EY:P.E!I F7-

'FcFi7.A~i:.;i v7 F-ITNF.:'S F.' p.i ;.N F. FhFFO.'F. 'E 'Kt F :iFCM4AT:.

T14 hr F''.FNT lT . F.:'P'.F-RN RE l.'ART.F. 5-. *l'r.-F 7, TV'
* A -_..:.....:.--. ::.: _-. i - .! : . .. X

hups:i/-Aww.experiai.corwb2breporisiPRRepotnAction.do1 I 'I2 /2 0( 5
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Business Public Records - Printable Re.pn

* p. . :-., I.: .. 1~1T;.F 'r ._F .-.. ,j,.'r -.j'n ;:=!n- .,, .o, ,, .-&
I.. .. iQ .,i _.: _,yJ: S

C: D:atero:: FUF;NIT!RE AND -!X-JRES
HEREAFTRP ACQiviPEL FfCPrrY

OTHE?

62:1 S 107TH EAST AVE

'e-:red P,rtv: FAR!U; GF OKLL'Ci;.. tLN
PI) BcOX 71'"5C Il,

, - W.-. C _ ; ., .~ - .;_.

'E;'RL'J.R.JINS ;.L OR :-TEH.-LTED £US-:ESS TkRkI2SAzTICN' NS IN''GL:IN- THE
BOFINEFS ENT:TY TO WHICH SUCH IIlFORMATION RELATES. NEITHER EXP-ERIAl NOR.

-:9ii _- F. THE S P CX!?IECNFS TE-Z
NEkCHANl'ABILlTf OR .ESS FOR A P.ARTICULAR PURPOSE OE SUCH INFOF.NAT-:ZK.
IN NC EVENT WILL EXPERIANi BE LIABSLE FO It'DIRECT, INCIDENTAL, CONSEQUENTIAL~tP SFE'rr,: r.:-tr- FEr-' L7~ r:','L -Cr9-EESE' -w t-!1,j 'S '

… .- ..

lazprs: :v\:: :V.... r:i.;.n!b 2brefrs PRRcp.:r: \ciin.!: I I 2, 2(Jfi
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Business 1utiblic Rccords - I'rinlable Rlepont

- I f if, Vi;l I: 0!-

Unifor a mmorcial Hzdre Report V. 'uwo

.===_=e=n=====.==========5_=_==_==z-======20==....===w5=-=:== --- --- ----- = - -==
3RL;ŽHCNtR "CC DE-TArL REPORT

.:Ri ':':''ER.4':E THPOU'H SE7.Fc4H :'''H'LP;TEI
::-.: . .. __ : _ . .: 7 . _ ._::

--= - ----=__=-=_.==,-==----==.-=_=_=_==_=__====.=.=======,======== ---- ==-==,====

.:riair.; Lilin.j UurEer:
C:risir.Ai Filaing Bate:

--liateral:

S* c re. r r:

recnf-rf iry

'ECE-.P'' ^F ^C!
T

E FOLH~:
;23 ROEEFT 5 r:ERR AVENUE STE IC0'

FUfRNITJRE ARC F':<JRES
HEREAFTER ACQUIRE: PPCEPERTYf

ILACHI1NERf Al!D ECUIP14E117
OTHEF

FA.;R :II ,zlC
:21 S '07TH E E;'E

AR':EST BANN
PO B.cx 3Q17

IN EVALUATING ACTUAL OR CONTEMPLATED BUSINESS TRANSACTIO01S INVOLVING THE

BUSItESS ENTITY TO WHICH SUCH INFORMATION RELATES. NEITHER EXPERIAN HOF

MERCHANTABILITY OP. FITNESS FOP A. PARTIC0LAR PURFOSE OF SUICH INFOrMAT:ON.
_h NO E'EtT WILL E XPEP-llt EE LIABLE FOR IlNiDFEC, IN'DENTA4L, CNSEQ-EI1T-AL

h~tps:!fAE-a-w.experian.com.l2breportelPRReportAction.do I : 12 12 00,;
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iltisincss Ptulic Record' - Printabhic Repon

'I ;h 'N. ' *1' !'- .

;_,. . ;.= . i,r.: . *2 .:r:i

= =': ___. t . ,. .. .= C-IA =- =~~ *..y :?.i._.,_=__
'FR:' V SF~~~~~~~~~-:

isinal ~ ~ ~ ~ .' Fsiv Nu~h! IOCOCGCS1CG:½:- |!
--- _ . ..- :

::i~na' 'l i.? Hum!=l -I ~ S9t-

CclIt-ral: HEREAF-EP .C'.'TlRED FFOPERTf
'.E' , ,i.

Dert~z: FA'R I.I IN-
;YS1 S 1'TB F hVE.

Se:.jred Party: . STATE RANKtr AI TF;E,
ECl 5fV '?t'

III EVALU.5IINO .iT'!AL OF C CIJTENMFATE2 ERSINESS TRANIlISACTIONS INVOLVING THE
BUS'INiESS ENTITY TC WHICH SUCH INFGRiATICN RELATES. NEITHER EXPERIAN NOER

!4ERCHNrrTABILITY CF FITNESS FOR A FARTICULAR. PURPOSE OF-SUCH INFRF.MATIONW.
TN NC E.EENT WIlBL EXFER:AN BE LIABLE FOR INE-RECT, INCIDENTAL, CONSEQ:ERlT7AL

- 2 --. .--- {,-a ''sm:, - :1 F '

hntps:/./wwaw.experian.cim/b2hreports/PR ReponAction. do 1/i21,20aiS
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Itlusinss PIubi i Records - I'riniublc Reptio

III,, I ^i-: i,;.ts E Li

Uailtorm Commerciai Code Rsporl
1=

-= --- -=-= ---===== -=8=C=====.==ZE==t = =LET ========-l REW===_-P=T- -:=
5P:.r',.H3!4: OC fETAIL hEFOF'.P

EATA. r';'E't~r.E TH"F'lF- SiAFCH C::MPETE

~',EP CER E T. E - -
stF':EFP S 'E;P. m.R'EIP!Er iTE 1-'5

Origin,;i Filinr N rher:
,... 'I ,:. -.: ... I-.I.-:

cIlatersi:

L'er-rcr:

_ecuref .-artv:

1 t ;; .:s,{ 4 .:4:

HEREA.FTEF -:UIIFED FRCPERTY
I'fi H.i:FRYIl;' 1. F._'l. rMFNlr

F- 1 BO; 200

FIRST B 1ANK 1A

THE It f`,-'P"-l I&Th-:l.A ttSIS U-F f:tIEt y (1 t)?
IN EVALUATING ACTUAL OR CONTEMPLA;TED BUSINESS TRANSACTIN.US INVOLVING THE
BUSINESS ENTITY TO WHICH SUCH INFO-MATICOi RELATES. NEITHER EXPER'ANU NOP
-F F'"T.::i' ^..'?FE3 tAoFAII ''tHE .'CtIPt.:T -'-.'FEZENESS. .I^-EtNTSE-;.
MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OF SU'CH INFOR14ATION.
IN NCEVENT WILL EXEERIAN BE LIAELE FOR INDG .EC-, INCIDENT.L, COIVFSEQUERTIA

T.

hIn ' li-iov n'r-im ,-nnh'brndiriiPRReri-n \cui.n II I5I I 2- CM5(1
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Busincs Publie Records - Printahbe Rvpon

f' 1, If' ~11~t isl I, EC

Unit:,rrn Commercial Code Reccrt A-3;3

OKLRHOCtA Ut:' :E:tL F'EPORF
DATA- C-VERAP'E TtIRO:'C-H

j_.-_

ZEAF':H C:SPLETF
;.,; ,. 1 :5; -.S - --

SE-iETAF- C F -TATE SF '''rHB
12R RCBERT S FERr A'.'ENUE STE 10i

Oro:g-bal Fi1ix.g tunber: I-1993 0033E6

4etrcr: H-S FIt;RNCIAL INC
-l,53g rC -F ORmCH;pr* 50

Se-:red Party: NATIONAL WESTMINSTEF BANK tlS-
Il SRATER STREET

.~~~~~~~ ~~ ~~ ~ ~~~~~~~~ ~ --.. ---. -.. ..

4N EVALUATING A-TUAL OR CGNTEMPLATED B'SINESS TRANSACTIONS INVOLVING THE
BUiSINESS ENTITY TO KHICH SUCH' INFCRXATION RELATES. NEITHEF EXPERTA'I OF

MEPCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OF S-X H INFORMATION.
,ll HO EVENT WILL EXPERIAN EE LIABLE FOR INDIRECT. INCiDENTAAL, CONSEQUENTIAL

r.. -;.u' cr.::t?'t ' rE,<.-:t-z.?'vr THE cbtt;; Trt.F,,4

,, _ ..;, -

htps:I/M w.experian.com/b2breportsIPRReportAction.do 1/112.'005
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[Iu.siness Public Records -Select vtiur Busines,

Mewss-1 hi If- Business Public Records

Se!r ,tf in s-Ž -.U.'.': '

Below are the businesses that match your search criteria in Experian's database. To ensure
you receive the correct report on the business youre interested in, you can request up to
10 of the reports listed betow. Simply check the box next to the Lompany's information and
hit either the 'Add to report' or the 'See report button to continue.

tHelp *
CEO FINANCIAL INC 2
SIKESTON UT 63801
CEO FINANCIAL INC. 1
SIKESTON UT 63801
CEO Financial, Inc
Skeston UT 63801
THREE STONE INC 1
SPRINGFIELD UT 65803
THREE STONE. INC I
SPRINGFIELD UT 65503
Three Stone. InS c
Spremithid UT 65803
THREE STONE. INC.
SPRINGFIELD UT 65803

-OR* I' . .
S.tve.,ng resc!t f I- 7cr'I

-.d} Li.-

hiq-,,q: '%i %, ! '!2 2(or)
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Blusincv, Public Rcuords - :icci ! uur Businic;s

41 ' Y'i ! C,is Business Public Records

Below are the businesses that match your search criteria ei Experian's database. To ensure
you receive the correct report on the business you re interested in. you can request up to
10 of the reports liEed becwn Simply check the box next to the comr-ary'k intfrmatlon ar.!
hit either the 'Add to, retoxr or the See report button to continue

-OR- a3
. I I

Shc'e.c resuft I- 14 cF 14

htps:/;rNww.experian.ecomb2brepon9rTRRepornAction.do I1/1 2P2(05
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Busine.,s Public Records - iPrintable Repirt

Uimform Cx-mmercida Coor Repcr,

:-R~lF3iRM k~ O: EE7,,;L t:EV5rT

4-t2-!O Ne( .Wi.a 1, 16:27:34 CST lwO5

Filina Loc aziLr: SECRETAFY OF STATE OF CA;.IFOENCIA
:500 11TH STFEET

Originlja F± iir.i Nua:rte:: 1Ž9.'-1":l7
flrfc; VlrrlF'n 1-: .......,te-:p4l

Ccli1,teral: AF'.RiT'2RE ;112 FI:TRES
tlJHlCHINY A'l Et!IFMEl)T

bentcr: i-.Bk~_tS P HiL. ,
55C WASHINGTON ST, 6TH FL

SFt':: -30-34-C&2

S9O) WASHINGTON ST, 6TH FL
SAN FRNACISC,.CA 941:1

Aid~ditioral Dei-tcr: PO-TER MICHAEL
SO0 WASHiNlGT.'N ST. 6TH FL

SSli: 545-04-671f�

EOO WASHIlGTOn ST. 6TH FL
_. 2i FP~H FI rS 7G. C

Secured ?altv-: HOME SAI'fNGS CF A¶ERIC9A, FSE.
FOR'67'

FIL .l. ' i VE H AE

' i -l ;i1e: .9i*
rZi.22 Tee:.- 'J^ FZ:i.'.'' ;'~.iEW-XJ.l~ 7CMTi°l:;tIC.Nl,

httpe: 'now e^xpetriuncinhvuilbreporcs$RRgeporI.Aciicn.dn l-'l2-Y0(
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Business Public Records - I'rintahle Rqpn

HE i kE; . .r.:l- '::1 11. -:!:. I E .'i::?: ! ' ' '-. !: :'E_ - :- ,: .i
:Fi E2L:: i.t'; I:'- R :T:!RL;.z : .:i!;E.M.r IS'F t-I'llS: t:':. VI._!::i'- _' ':'.I!!

r4TA4..I .m .- '- Nl ..IE:S, . ..............
-:i ~r1:4 : : : * ;i i: I T!:F F -I f ':F'.:, '-!!.EE:':',~ '- -i - .

S S:.i':.A:.!':ES F..Th'M.T' 1W: i'F:.li ri-E 'SE4 .:- I''I- iF:r'Fr ' :'

EE 2BTAiiiEE -H~i<'.'3$ THF. S.;E'.:IE:i'ff Q-F,:_ --F THE_ ::;LiFEi:I SE.TEFETF.-.:
-iF ;:TATE ._l -. AI E ,.C.Vr :.~.7 :: F .~~. I ;.~l- 2 -F T .'

hues: ;! w.x .experian.com;b2breportsPRRepora4ctien.do 1,'1 2,'2005;
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B1usincss> P'ublic Kecords - 'rintahir Repon

4U rt1 Cirrci odfi

Unitorh Coounercie.! rode Repr'.)

U

S

-AT YF2FIUA ''Ct' ET Il FFFFOjT

4- 2-10 ded Jan 12 it:2-:61 CST

F11-r.2 Zo:atnor:: SE-PETARY OF STATE OF CALIFOIIIA
1-' S-F-ET

r~tr.,ine1 iilino ltrmtber: i921.2442

.. - _ --............. . . .

7I:arera.:

Addiitional Dettor:

SEN:

Se:".-Ied Farty:

FURUNIRUE AND FIXTURE.^
,.^:l? tiESY ;JA:D E',! -EISF''!

PEAL ESTATE

:12. NOl!CHALA.ItT .R
SI:M \2LLEY. ;.;

PORGA tLOREEN
1123 NONCHALANT GF

5.SE-62-922C

' 123 NONCHALANT DrF
SIMl VALLEY,C.

SIMI 'iALLEY 2x
F O ePOX 6el

:: I. "'- I. K. I

_, _- __ _ .". -, .F.t. ,'g rC' r,' - . .I:.

:;l E'1..- l.'-t:: ACTUi; '.k 2c:15514rl :ASF: -?L."ll.. TEAI.:SA,~C N -N'c :Ž0L:I'~ P' TH
-: T-' i'.11'.i TIrcFr4n-T-- :2 ./'a .Frl'lA t-rr f

'IES' ';tkl:TCZL:-T: _1. YITNF.CS F;. A FATTC I'A ?:S:- ^F hUsH lN~x.331A..
II '1_ _:_N' _. C.. FK I S2 EL.HLL FH _':. I'-'.'':'T. IN lE1. FL. *:.'AC!E VI:

' P: ' '5 'I' T.? F:NFOJ'T:DNt F1FFR(iS- lL.' OLY -FaT:F::Ar1ClI !'AY OU.?ll:

_; -- . ! .: -F...... i:: .' ... -.. e:N. .F.. -::vv '' -h: ._I':RN'S.- -rMF.RTA. i: 1! Žt1115
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ADD ENDU M TEN

LC-11LR FRONM GARY CxrPOUCII

~~~~~~~1-I.;,:. ~---r -: -{?

B-arrn
fie--.ERtnron licquan. nt c s; R:: ntevn xv1! *.} tLvk: Plik-rit 401,l i~i. sI *,i

qp'* D on Scoz. M1avbe I r.im 2et in his had ; hilt we are an Thc golt course. f don't
know if he mentioneLJ iL but we hax been iriendLauain~an;ces ro: rvemcrai vy"Th.-
wi.te uggesiedi get a "cuI1'

As I ma'- have mentioned, I am vet' comorrtable" wvth our investment in Par i. LiKe
VoU, my wile Pat (now retired teacher) thougin -it VwS too good to be true wnelt i 3tared

t4WriWil dbW iitukST, er h ifu.1 . O dL re=CMCMn: Volr .1.1 L' t aS' 'te .c.
.nk. ':!-~ ~ h¢cce evet" coer, - ps hnvel UW.eteornesofthecashier's

checks from Bof A to Equity (rtst rus t acustdialzaccountprivate placement annager. flor.
my tRA at the end vt each lrt'nth tna FcdEx Overnite. lhe onily goe£ cts Au5 at! thry y ii

. 'omesn when EI)[ A put the waonz a .cuft m:uba~ x:x tl. d n;?.ck I cazit .te
error. called ET C and Par I. and the error was cerrected. have been 'under whelmed"
wvith ETC's pcromiance, but so far they are the only bank i hatvt fotndf that ivjl; do

pvle acement.' livy t tint v mi MI ei-' '.,i;ra Frn K^.i of uncle Sam s -. you
mu;!~ w:,! o (v nnci.ier n.-g FTC t r a "self-directed IRA" Their 9.bcite is
wo' s egwipsa;o,' ;if you're interested.

i'ye tnch;ed 3 >s vto tijC ixeks itewsicttec, along saith SMme o atr awi.. -au ro;ix
tn:i :nts:r:reng. To me il's - zsting tsa 3 In, nf a Check Csanint P'ydai n

store's customers are ,across the street' from the bank they have their checking account
with. Bu, it makes sense to me, sin= banks ar- puring -7 day hoid on dcpositsed

-e-sie befcz. iie' will allo' ac.-e.. t) fua;i:a. '::fcn.lc, tl= are ta IoM 2..
these dats edo cannot wail that 1nnp In remain soh'ent.

The othr ebj-"ien l'mn geting ia 1t-s too gau.3 to be t rce -e 'i 450 s GREA T
=r;et. Etut. if you couskde- th;at 

1
_ Pa t^ak-in3 znmy 24% -money and. Itrani-v it 'L! at

60W. they (Par. 3) is highly unikel) to corsider Ikilliag the goose who laid the golden.
egg antd leave fnr Rio in the rnoming. - Thy would litrly "kill" a bighly profrabtm
iudustr.

In eood cvnscience I hase cansidrert That I am gettine a very nice return "on the backs of
the poor" so to speak. but over the yers. I havc larnd to manage my mo...eya nd:crcdit.

hen tmai resL~t: !. ae. vc.dl; a( f? rth ; iMP r 3. Quitc l-. :t!
PaJ anti T are letter off than when we wEre aohworkirg fiull time. As a result, I am vcwr
happily retired - thank you very much.

,i~e t Is iirfin*rumaton help. Lt :ue '-_. '; if you hava arm fc; q-uetier'

(airy Capou1ch
,;t lige.- F c 3; l

I<E.EX~a-t-onF--t t_/I-le ]
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N;ine-njmth N.iw. * re a eCa;-oltl-Id l'riebl., AD D NDI f) V1 El F.V \

NEWSRELEASE NINE-MONTH NOTES
N Ew s RELEASE

Office of the Comptroller * Department o'B3anking and Finance * State of lorida
Tallahassee. Fl 32399-0350 * (904) 488-0286 * Fax 1904) 921-7243

Offices: Miami (305) 810-1 1 1F1 t. Lauderdale (954) 712-4800
Jackson\ ille (904) 390-4660 West Palm Beach (561) 837-5054
Pensacola (850) 494-7380 Tampa (813) 272-2565
Orlando (407) 245-0760 Tallahassee (850) 410-9286
Fort Myers (941) 338-2445

For Immediate Release
February 7, 2001

: Jim Richardson, Public Affairs
(850) 410-9286

Nine-month Notes Are a Year-Round Problem

Tallahassee-The Florida Department of Banking and Finance (DBF) protects consumers by regulating
a wide varietv of financial industries in the state, including investment services and opportunities. Many
times. investors are attracted by promises of high returns, only to find that they have purchased products
that have been sold illegally, resulting in tremendous financial loss.

Financial fraud costs consumers an estimated S660 billion annually. In an effort to combat economic
crime, Florida's Governor and Cabinet have proclaimed Feb. 5-1 I as Fight Fraud in Florida. As part of
this initiative, the Department of Banking and Finance (DBF) is alerting citizens about some of the latest
scams being perpetrated in our state. Comptroller Bob Milligan, who directs DBF, wants all citizens to
be aware of this crime and armed with knowledge to avoid being a victim of financial fraud.

One investment product, the so-called $25,000, nine-month promissory note:' is often marketed as a
foolproof way to get up to 36 percent return in a short period of time. Nine-month promissory notes are
a type of negotiable paper that is used to facilitate large commercial business transactions between
financial institutions. They are not commonly purchased by the general public.

In the case of nine-month notes being sold as investments. sellers and consumers should know that the
sale of such notes is likclv to require licensing in accordance with Florida securities law - with all the
attendant disclosures that accompany any securities transaction. Too often. brokers and, more recently,

r,- agents, are selling nine-month notes as investments, when neither the instrument nor the seller
are registered or licensed. In fact. many are under the misconception that these notes do not need to be
licensed.

Additionally, nine-month notes have been used in Ponzi schemes, %shere early investors are paid o0('
with notes with money from later buyers.

Consumers should be avare that any in% esiment involves risk: there are no sure things. and if an
opportunity sounds too good to be true. it probably is. Before investing. ask plenty of questions. get all
proposals in writing. read the fine print and verit, everything. Florida residents should call the

hnp: :N,,%vN%..dbfstate.il.us;alcrtsOI a1rt030I.htmI I'20 200(5
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Nine-inoninl N(,1cs Arc Y ear-Pound Probliem

Comptrollefs Consumer Hotlint toll-free at I -800-Sg4-3792 to tind out w'hether companies and their
products arc properhy licensed and registered. and whether any complaints have bcen filed. In addition to
the hotine. DBF and the Attorney Gencral's Office have also created a new to help educate the
public about financial fraud. The URI. is

Azk~~~~~~~~~~~~~~~~~~~~~-

McJJ~~J8JjJbJJRjJ-JJJ)J)J)jJ~oJ--

.Fl-fI

http: -'. w-%-w.dbfqstate.fl.us.,alertstI -'alrt(13O html.10'?O I 20.2Q05
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Bank One vs. Abroins
AL and CO - 2001

Budd vs. Deposit Guarantv Bank
MS - 2001

Situs Capital vs. Credit Suisse First Boston
TX - 2001

Sparks vs. Tharaldson
TX - 2001

US Bancorp vs. ACG Westpark Plaza
MT - 2001

SCD Ewa Development vs. Unity House
Hawai'i - 2001

Hudspeth vs. Bank of America
Texas - 2001

Smith vs. MS Insurance Co.
Mississippi - 2001
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Curriculum Vitae

DON COKER
BANKING, MANAGEMENT, ECONOMIC & VALUATION

CONSULTANT

1600 SUGAR CREEEK DRIVE, EAST
MOBILE, AL 36695-2728

TELEPHONE:

(251) 633-0180

TELECOPIERS:

(806) 734-6585
(973) 201-2534

CELLULAR:
(251) 716-3200

E-M.ui.:
Bankexpert@cs.com
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REPRESENTATIVE CIAENT LIST

BANKING:
rHF WORLD BANK
BANK OF AMERICA
BANK OF AMERICA -CANADA

NATIONSBANK
BANK ONE
WACHOvIA/FIRST UNION BANK
FIRSTAR/U.S. BANCORP
SOUTHTRUST BANK
WELLS FARGO MORTGAGE CORP.
NATIONAL CITY (BANK) CORPORATION
CREDIT SUISSE FIRST BOSTON MORTGAGE

CAPITAL. LLC
BANCO INDUSTRIAL DE VENEZUELA

BANK OF OKLAHOMA
SOUTHERN SECURITY BANK
FIRST NATIONAL BANK OF PALM BEACH
FIRST BANK, TALLAHASSEE. FL
SUNBELT SAVINGS (NOW BANK OF AMERICA)
SUNBELT FEDERAL BANK
BANCOMER. S.A. (MEXICO)
BLUEBONNET SAVINGS
STANDARD PACIFIC SAVINGS BANK
FIRST NATIONAL BANK OF BREWTON
SOUTHEAST BANK OF MIAMI, FL
BARNETT BANKS. INC.

BANK OF THE SOUTHWEST
PRIORrn' BANCORP

PANAMERICAN BANK

KEYCORP
IOWA TRUST
BANCO BILBAO VIZCAYA ARGENTARIA

(BILBAO AND MADRID. SPAIN)
TANZANIA INSTITUTE OF BANKERS

BANK OF TANZANIA (CENTRAL BANK)
GOLDOME REALTY CREDIT CORP.
WESTERN GULF SAVINGS & LOAN

(NOW WE.ls FARGO)

AMERICAN SAVINGS & LOAN
EDS -BEI GoLEniBE (BANKINGI

CONSUL lANTS

G.OVERNMENTAI.:
FDIC
RESOl.UTI ION TRUST CORP.
FEDERAL SAV\INGS & ILOAN INSUR. CORP.
FEDERAL HOME LOAN MOR I GAGL CORP.
FARM CREDIT BANK

U.S. DEPARTMENT OF EDUCATION.
INSPECTOR GENERAL'S 01IICE

INTERNAL REVENUE SERVICE.
U.S. TREASURY DEPARTMENT

STATE OF TEXAS. SAVINGS & LOAN

DEPARTMENT (REGULATORS)
13 MUNICIPALITIES IN CA AND CO
CITY OF NEW ORLEANS, LOUISIANA

FEDERAL RESERVE BANK OF ATLANTA
TANZANIA REVENUE AUTHORITY

U.S. AGENCY FOR INTERNATIONAL
DEVELOPMENT f WASHINGTON. D.C..
AND KIEV. UKRAINE)

U.S. AIR FORCE
JUDGE ADVOCATE GENERAL'S CORPS
- OFFICE OF SPECIAL

INVESTIGATIONS

INSURANCE:

AIG
CNA
ST. PAUL INSURANCE COMPANY
LIBERTY MUTUAL INSURANCE CO.
ACADIA INSURANCE CO.
ERIE INSURANCE GROUP

TRAVELERS INSURANCE COMPANY
MILITARY PREMIUM MANAGERS
RELIANCE INSURANCE
INTERNATIONAL TRANSPORT

INTERMEDIARIES CLUB. ILTD..UK
NORTH RIVER INSURANCE CO.
AMERICAN CASUALTY INSURANCE CO.
NATIONAL UNION FIRE INSURANCE CO.
CONTINENTAL CASUALTY INSURANCE CO.
LLOYDS OF LONDON. UK
CRUM & FORSTER MANAGERS

XFROx FINANCIAL SERVICES
THOMAS MILLER & COMPANY. UK
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CORPORATE. CONTINUED...:
FORD MOTOR CREDIT CORP.
ClSc S S N'rlES
IBM - Lol-us DIwVnI.OI'MINX

KAWASAKI

WALMART STORES
MCGLADREY & PULLEN. LLP (CPAS)
INTERNATIONAL ACCOUNTING STANDARDS

COMMIrlTE FOUNDATION (LONDON)
NAPA AUTO PARTS
DARRYL'S RESTAURANTS

SEARS
HERITAGE MOTE'LS. INC.
BARRON'S EDUCATIONAL SOFTWARE

CAL~cO AEROSPACE
RUBY TUESDAY

REMINGTON INVESTMENTS
ALPHA SOFBVARE

PHIVOS KARNAOS (LONDON & MOSCOW)
NETWORK SOFTWARE ASSOCIATES
COMPUTER ASSOCIATES
GEORGE B. KAISER. FORBES 400 LIST
SIMON & SCHUSTER PUBLISHLNG
CREDITCARE CREDIT COUNSELING

JANCIK CONCRETE SPECIAI.TIFS

KEYTRONICS
CONCORD BOAT CORP.
UKRAINIAN ACCOUNTnNG REFORM PROJECT
(KIEV. UKRAINE)

NBI SOFTWARE
HOULIHAN S RESTAURANTS
AMERICAN CONSOLIDATED CREDIT
ZAPADNOE KOLTZE (MOScOW. RUSSIA)
BENCHMARKING PARTNERS
GARY THARALDSON. FORBES 400 LIST
BOSTON CREDIT CORP.
MORRISON'S CAFETERIAS
BRODERBUND SOFTWARE

PRF.NTICE HALL PUBLISHING

SURGENCY
AVTOVAZ (RUSSI \S LARGI-.ST CAR CO. -

LADA AUTOMOBII FS)
AU rOVAZBANK (TAGI.IATTI. RusSI!\
TIMI WORKS SOITWX'ARE

WORDSTAR
BUTTON WARF SOI W\\PARI. (PC CAI.C+)

CHRISTIAN BAY SlIPPING COMPANY
Cl.IFF'S NOTES PUBLISHING
DNAI AE.XSI: INTEIRNAT IONAL
AI)S'IOR SOIFTWARE
KR.IIANJARO INTERNATIONAL
CHEMONICS INTERNATIONAL.
INSTITUTE FOR STOCK MARKET &5

MANAGEMENT'(MosCow. RUSSIA)
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PAST PROFESSIONAI MEMBERSHIPS

AMERICAN BANKERS ASS(OIATION

AMERICAN INSTITUTE OF BANKIN(;. CHAI'1-ER Ol l ICER ANI) BANK CONSUI .

U.S. LEAGUE OF SAVINGS INS ItI U11ONS
INSTITUTE OF FINANCIAL EDUC(ATION. INSTRUCTOR

MORTGAGE BANKERS ASSOCIATION
TEXAS MORTGAGE BANKERS ASSOCIATION

AMERICAN COUNCIL OF STATE SAVINGS SUPERVISORS

AMERICAN BANKRUPTCY INSTITUTE -COmMIrrEES: PUBLIC COMPANIES. REAL ESTATE,

INTERNATIONAL. U.C.C.. CO.MMERCIAi. FRAUD TASKYORCE., HEALTHCARE.

BOARD OF REALTORS
NATIONAL ASSOCIATION OF HOMEBUILDERS

INTERNATIONAL COUNCIL OF SHOPPING CENTERS

HOUSTON (TX) CHAMBER OF COMMERCE, ECONOMIC DEVELOPMENT COMMrrTEE. 9 YEARS

BOOKS, PUBLICATIONS-& NEWS MEDIA

COMPLETE GUIDE TO INCONME PROPERTY FINANCING & LOAN PACKAGING. PRENTICE HALL. 1984.

SELF-M.ANAGEMENT: A GUIDETOCAREER ADVANCEMENTANDDEVELOPMENT, WRITTEN UNDER

CONTRACT FOR PRENTICE HALL. 1985.

COMPLETE REAL ESTATE COMPUTER WORKBOOK. TECHNICAL EDITOR. PRENTICE HALL. 1986.

THE COMPLETE LOAN OFFICERS HANDBOOK. PRESENTLY WRITING.
"MONEY LAUNDERING: A DIRTY BUSINESS," WHITE-COLLAR CRIME REPORTER. OCT. 1991.
TREASURY MAGAZINE PUBLISHED BY THE ECONOMIST. INTERVIEWED AND QUOTED IN AN
ARTICLE WRITTEN BY A U.S. NEWS AND WORLD REPORT EDITOR.

"HOW YOU CAN HELP YOUR CLIENT GET A LOAN TO FINANCE REAL ESTATE PROJECTS,"
PRACTICING ATTORNEY'S NEWSLETTER. APR.1. 1984.

"GETTING A GRIP ON CORE DEPOSIT INTANGIBLES." AMERICAN BANKER NEWSPAPER. 1996.

"THE DOLLARS AND SENSE OF B USINESS VALUATION." PUBLISHED ON THE WEBSrrE OF THE

AMERICAN BANK ATTORNEYS ASSOCIATION. APRIL 1996.
"PUTTING A CASH VALUE ON A BUSINESS." INTERVIEWED BY LAWYERS WEEKL.Y. MAY 6.1996.
"BUSINESS VALUATION TECHNIQUES." BUSINESS LOCATOR. MAY 1996.

-VALUING BUSINESSES." TAB LETTER. TECHNICAL ASSISTANCE BUREAU. JUNE 1996.

"USING BUSINESS VA.ijT. TO ACHIEVE AD VAIOREM TAX REDUCTIONS ON COMMERCIAL REAL

ESTATE PROPERTIES." JOURNAL OF PROPERTY MANAGEMENT, JUNE 1997.
WHAT'S WORKING INCREDIT & COLI.ECTION, QUOTED RE: BANK DRAFTS, MARCH 1997.
"MAKING SENSE OF INTERNET STOCK VALUES." TAB LETTER. JULY 1999.

.4AFR/CA Toi. EX'riNSIVE VIDEO(COVERA'GE BY RE~UERS NEWS AGENCY oi TANZANIA REVLNL'I

AUTHORIrY TRAINING PROGRAM. ARUSIIA. TANZANIA. MARCII 11.2001 AND OrIIER DATES.
INI'-ERVIEUWED BY ITV TELEVISION NE I'WORK ON TI IL SUBJEC rs OF BANKING. TAXATION.
ECONOMIC GROWTIll AND DEVELI.OPMFN'I. ANI) CAPITAI.ISM IN TANZANIA. IN ARUSHA. TANZANIA.

NIARCH 16. 2001. AIRED NATIONW IDE ON MARCH 17.20(01. AND SUBSEQUENT DATF.S.
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TIIEAT 1v1 ./OEKV4L-L'ONS'T ;7t(J10. IN\11R VIEL ED FOR AN ARTI(I.k ON BA-NKINC; Ri(i UL \ I'ORY'

POlICIES AND PROCEDURES. AND BANKING PRACTICES. AL:(UG'sT 121. 200 1.

THEEATIAlNTA JOIRNAI -C0/VS7TlTvTIO.M iN-rERvirEvi:D) FOR AN ARI ICLE ON BANKING PRA(CTI-.S

ANDlPROCEDURES TO HELP DF.TER TERRORIS.M. SEPTEMHBER 19. 2001.
COLLECTIoNS & CREDIT RISK, INTER VIEWED REGARDING BANKING PRACTICES. SLP1. 20. 2001.

TH: ATIANTA JOURN.AL-CONSTITUTIO,. INTERVIEWEI: FOR AN ARTICLE ON BANKING PPRACIICLS
AND PROCEDURES INVOLVING LUNDS TRANSFERS AND I'ONEY L.AUNDLRING UY TERRORIST GROUPS.

SEPTENBER 21. 2001.
TE BAILTIMORE SUN. INTERVIEWED FOR AN ARTICLE REGARDING CONSIDERATIONS FIOR THE

FUTURE Oi ALLIED IRISH BANKS. PLC's. AMERICAN SUBSIDIARY ALLFIRST BANK. MAY 30.2002.

THE ATfANTA JOVIR.\AL-COVST/Ttr'TIOA'. INTLERVI`EWED FOR AN ARTICLE ON THE EFFElCTS OF1 THE

SEPT. 11,2001. TERRORIST EVENTS ON BANKING PRACTICES AN) PROCEDURES, AUGUST 29.2002.

CREDITAND COLLECTIONS WORLU MAGAZINE AND WEBSITE. INTERVIEWED REGARDING BANK

ACCOUNT OPENING PRACTICES AND IDENTITY THEFT, SEPTEMBER 20. 2002.
OuDIE THE LINES TELEVISION SHOW AND ESPN.com WEBSITE. INTERVIEWED REGARDING

IDENTITY THEFT MATTERS. NOVEMBER I -3. 2002.

LE.NDINvG !K\TELLUGE.,VCE M-IAGA7INE AND AWEBSITE. INTERVIEWED REGARDING LENDING PRACTICES

AND INTEREST RATES. NOVEMBER 25. 2002.

NBC EVENVNG NEWS. INTERVIEWED REGARDING IDENTITY THEFT. NOVEMBER 25. 2002.

LENDING IN TELLIGENCE MAGAZINE AND WEBSITE. INTERVIEWED REGARDING CREDIT SCORING AND

LOAN APPROVAL POUCIES AND PROCEDURES. DECEmBER 10. 2002.
CHARLOTTE OBSERI'ER NEWSPAPER, INTERVIEWED REGARDING BANK BRANCHING AND OPERATIONS

POLICIES, JANUARY 21. 2003.
STREET & SMITH'S SPORTSBUSINESS JOU RNAL. INTERVIEWED REGARDING BUSINESS ETHICS AND

CORPORATE GOVERNANCE ISSUES INVOLVING THE U.S. OLYMPIC COMMITTEE'S CHIEF EXECUTIVE

OFFICER. FEBRUARY 25.2003.

F-SE)'.F.COLUMNT-HATAP I ARS LiN Tih BusIJN HERALD. T/EPIMSBURGH OST

GAZEITE. TIIE PALA BEACH (FL) DAILI NESS, AND SOME SCRIPPS HOWARD NEWSPAPERS.
INTERVIEWED REGARDING CREDIT CARD DEBT MATrERS. SEPTEMBER 23.2003.
THE DENVER PosT. INTERVIEWED REGARDING BANKING ECONOMICS AND BANK BRANCHING

JANUARY 21. 2004. ARTICLE APPEARED FEBRUARY 8. 2004.

MORTGAGE LENIING COMPUANCEALERT. INTERVIEWED REGARDING HOUSING MARKET OUTLOOK.

ECONOMIC AND INTEREST RATE OUTLOOK. AND LENDER PROFITABILITY STRATEGIES. FEB. 2004.

CFA (CHARTERED FINANCIAL ANALYST) A.4GAZJNE. PUBLISHED BY THFE ASSOCIATION FOR
INVESTMENT RESEARCH. NOW KNOWN AS THE CFA INSTITUTE. A PROFESSIONAL ORGANIZATION

FOR STOCK ANALYSTS. INTERVIEWED REGARDING BUSINESS ETHICS AND CORPORATE

GOVERNANCE ISSUES. MAY 2004.
CO.NITIA'NES.T.4L .MAG.ZIN.;E. INTERVIEWED REGARDING BANKING AND ITS EF-FECT ON ECONOMIC

RESURGENCE. ESPECIALLY AS IT RELATES TO IRELAND. JULY 6, 2004.
EUROPFAN BUSINESS SCHOOI .INTERNATIONAL UNIVERSITY: SCHLOB REICHARTSHAUSEN,

GERMANY. INTEIRVIEWED REGARDING IN-ELLECTUUAL PROPERTY AND BUSINESS VALUATION

TECHNIQUES. JUI.Y 24. 2()4.
.SAN FRANCISCO I CA) DmlL) JOU RN.L. A LEGAL NEWSPAPER. QUOTED REGARDING THE ALL LEGED

BANK FRALID AND CREI)IT CARD FRAUD FIAcYoRS RELATED TO ALLEGED GUANTANAMO BAY.

CU[A. U.S. AIR FORCE rTRANSLATOR SPY AIIMAD AL. HALAUI, JULY 28. 2004.
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A/IoATcric;t LP.X,,I.V(; COM)I'lNIsaEALER7. PROVIDI) I)DIREICTION 'IO A BANNK ON THE PROPER \Y .\.'
1'0 iANDIL AN A\-rEMPlPED FRAUIIDi.I uN'I' INl'I:RNATIONAI. W IRE TRANSFER. SI I'II:rMBHR 3)0. 2004.
&SUtI. R \CIVESS TfES, PROVIDED INFORMATION CONCERNING BUSINESS VAL.U.\TION ISSUES.

SEPTEMHER 30.2004.
MORTG.4fCEL.Vn/w; CO aI'LI \C(E.4LERT. IN'[TRVIIE\W'F:I) REGARIDING 'I II BANK SECRECY An AND
SULSPICIOLS ACTIVITY REPORTS (SARSI. OC'TOBER 12. 2004.

AM/ORRT(;.AGE LEr.§nDG COMPI.IAACE A LER7. PROVIDED INPUT FOR AN ARTICLE CONCERNING

COMPLIANCE WI'H THE RUIES AND REGULI.A''IONS OF LENDING. NOVEMBER 4.2004.

PATENT

ON JULY 8. 2002. THE UNITED STATES PATENT & TRADEMARK OffICE REGISTERED A

PROVISIONAL PATENT TO DON COKER FOR A BUSINESS PROCESS FOR IMPROVING THE PREVENTION

AND DETECTION OF FINANCIAL FRAUD INVOLVING PERSONAL AND BUSINESS CHECKS. CASHIER'S

CHECKS. POSTAL AND COMMERCIAL MONEY ORDERS. LETIERS OF CREDIT. BILLS OF EXCHANGE.

DRAFTS. AND MANY OTHER TYPES OF FINANCIAL. INS rRUMENTS. ON JULY 1. 2003. THlE FORMAL

PATENT APPLICATION WAS FILED. THIS PATENT IS BEING ACTIVEI.Y MARKETED AT THIS TIME.

Civic ACTIVITIES

KAT SCHOOL DISTRICT (HOUSTON SUBURB). TRUSTEE. ELECTIVE POSITION.

U.S. ARMY RESERVE. 1966-1968. OFFICER TRAINING, FT. BRAGG. NC: HONORABLE DISCHARGE.

NOTTINGHAM COUNTRY CIVIC CLUB. OFFICER. 1.500 FAMILY NEIGHBORHOOD ASSOCIATION.

SUNDAY SCHOOL TEACHER. USHER. HOST.

EDUCATION
COLLEGE:

UNIVERSITY OFI ALABAMA. BACHELOR OF ARTS DEGREE. 1968.

AWARDS AND ACTIVITIES: GOLD MERIT KEY AWARD FOR OUTSTANDING SERVICE TO THE

UNIVERSITY, OUTSTANDING ARMY ROTC PLATOON LEADER AWARD. NUMEROUS PUBLICATIONS
ACTIVmIlES. APARTMENT MANAGER.

UNIVERSITY OF ALABAMA. 1968; UNIVERSITY OF HOUSTON. 1973, POST-GRADUATE WORK IN

FINANCE. ECONOMICS. VALUATION, REAL ESTATE. ACCOUNTING. AND LAW.

SPRING HIlL COI.I.EGE. MASTERS DEGREE-LEVEL LIBERAL ARTS AND ETHICS COURSEWORK.

SOUTHERN METHODIST UNIVERSITY. COMMERCIAL REAL ESTATE FINANCE AND SECURITIES.

SECONDARY:
UNIVERSITY MILITARY SCHOOL. MOBILE. AL. 12 YEAR PREP I)AY SCHOOL.. GRADUATED I963.
AWARDS AND ACTIVITIES: Ol'ISTANDING STUDENT IN ENGLISH. MILITARY AWARDS. SCHOOl.

PUJBI.ICATIONS.

OTHER PROFESSIONAL. EDUCATION:
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AMERI(ANBANKIRSA.SSOCIAIION-AAMERICANINSTIrULh1E(0BANKING: FINANCIAI.SIAII:MI-.\I
ANALYSIS. CORPORATE FINANCE. BANK INVESTMENTS. PRINCIPI.ES OF BANK OPERATIONS, BANK
\IANAENIMENTAII. IRUSTS.
NATIONAL INSTI IUTm oi REAL ESTATE BOARDS. COMMIERCIALI. REAL ESTA I FINANCE.
INTERNATIONAL COUNCIL. 01 SHOPPING CENTERS. SHOPPING CENTER FINANCE
NAT1IONAL HOSPITAL ASSN.. I -WEF+K WORKSHOP. HUALTHCARE ENTITY FINANCE & VALUATION.
MORTGAGE BANKERS ASSOCIATION. TWO WORKSHOPS: MCLII-FAMILY AND SFR LENI)ING.
FEDERAL HOME LOAN BANK OF DALLAS. TRAINING WORKSHOPS ON FINANCIAL INSTITUTION
MANAGEMENT. LENDING. INVESTMENTS. OPERATIONS, ET. AL.
TEXAS SAVINGS & LOAN DEPARTMENT, TRAINING WORKSHOPS ON FINANCIAL INSTITUTION
MANAGEMENT. LENDING, INVESTMENTS. OPERATIONS. ET. AL.
FEDERAL HOME LOAN MORTGAGE CORP.. REAL ESTAITE FINANCING WORKSHOP.
FROST BANK, ADVANCED CREDIT ANALYSIS AND BUSINESS FINANCE.
FIRST NATIONAL BANK OF MOBILE, AL (NOw AMSOUTH BANCORPORATION), FINANCIAL
STATEMENT ANAI.YSIS. BUSINESS FINANCE, BANK INVESTMENTS. CREDIT CARD OPERATIONS.
DEPOSIT OPERATIONS. BANK MANAGEMENT. TRUSTS.
GIBRALTAR SAVINGS ASSOCIATION (NOw BANK OF AMERICA). COMMERCIAL REAL ESTATE
FINANCE. VALUATION. JOINT-VENTU.RES.
CITICORP. BUSINESS. CORPORATE AND REAL. ESTATE FINANCE. VALUATION. DEPOSIT PRODUCTS.
INVESTMENTS.
SOUTHWEST BANCSHARES (NOW BANK ONE) BUSINESS FINANCE AND REAL ESTATE INVESTMENTS.
COMMERCIAL CREDIT CORP. (NOW CITIGROUP). ONE-WEEK CORPORATE MARKETING
CONFERENCE COVERING IN-DEPTH TRAINING IN ALL FINANCIAL PRODUCTS. PLUS 28 CDC
LEARNING CENTER COURSES (EQUIVALENT TO 45 SEMESTER HOURS) IN BUSINESS AND ECONOMIC
SUBJECTS.

PROFESSIONAL BACKGROUND SUMMARY

20+ YEARS EXPERIENCE IN MANAGEMENT AT BANKS. SAVINGS & LOANS. CREDIT COMPANIES.
MORTGAGE BANKING COMPANIES, AND A GOVERNMENTAL FINANCIAL INSTITUTION REGULATORY
AGENCY. POSmONS HELD INCLUDE BOARD OF DIRECTORS MEMBER. EXECUTIVE VICE PRESIDENT,
SENIOR VICE PRESIDENT. MANAGER OF LENDING. MANAGER OF MORTGAGE BANKING.
REGULATORY SUPERVISORY AGENT (TANTAMOUNT TO CEO). COMMITTEE MEMBERSHIPS
INCLUDED LOAN COMMITTEE. EXECUTIVE COMMITrEE. AUDIT COMMITTEE. AND PENSION PLAN
TRUSTEE. SERVED AS A CORPORATE OFFICER OF VARIOUS FINANCIAL INSTITUTION SUBSIDIARIES.
MANAGEMENT RESPONSIBILITIES INCLUDED AS MANY AS 300 PEOPLE IN 22 LOCATIONS
NATIONWIDE IN TEN STATES AND SI BIL.L.ION IN GROSS ASSETS. DIRECTI.Y RESPONSIBLE FOR
ORIGINATING OVER 36.000 LOANS OF ALL TYPES TOTALING OVER S5 BILLION, REVIEWING
OVER25.000 REAL ESTATE APPRAISALS. AND REVIEWING WELL OVER 100.000 FINANCIAL
STATEMENTS AND CREDIT REPORTS.
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OTHER PROFESSIONAL ACTIVITIES

(COINSU:I.AANT ON VARIOUS ECONOMIC. \AI.UAIION. REAL LSTXIE. MARKETING. ANI BANKING

NlATrEitS I-OR CLILN IS IN 44 SI ATES AN) SFIVERAI. FOREIGN COUNTRIFS.

EXI'ERT WITNESS. FOR I'L.AINTIFI1 AND) I)f:l-lNSE. I.ISTEI) IN T-IF ASSOCIATION OF TRIAI. LA'NC I:RS

O AMERICA'S AND THE DEF.ENSE RESFAR('II INSTITrUTE'S DATABASES Of: RECOMMENDED

(ONSULIANIS.PI.USSTATEANDI.OCA. DAABASESINAI LEASI 18SIAILSAND(CIIIES.

APPROVED REGISTERED U.S. GOVERNMENT CONTRAcTOR.

PHILLIPS COI.LLEGE. FORMER ADJUNCT PROFESSOR OF BUSINESS.

INSTrrUTE OF FLNANCIAI. EDUCATION. APPROVED INSTRUCTOR FOR THE EDUCATIONAL ARM OF THE

U.S. LEAGUE OF SAVINGS INSTITUTIONS.

PRENTICE HALL PUBLISHING, SIMON & SCHUSTER. PARAMOUNT COMMUNICATIONS. TECHNICAL

EDITOR AND CONSULTANT ON BANKING AND REAL ESTATE SUBJECTS.

HOLIDAY INN AND RODEWAY INNS. LENDER ADVISORY PANELS.

NOVICK'S MONEY MARKET SEMINARS. PANELIST.

NATIONAL DIRECTORY OF CORPORATE DISTRESS SPECLALISTS. APPROVFD MGT. CONSULTANT.

LICENSED SPORTS AGEN'I. APPROVED BY THE NCAA. MAJOR LEAGUE BASEBALL PLAYERS

ASSOCIATION. AND THF. AL ATHLETE AGENTS REGULATORY COMMISSION.

AMERICAN ARBITRATION ASSOCIATION. APPROVED PROFESSIONAL COMMERCIAL ARBITRATOR.

STATE OF TEXAS REAL ESTATE COMMISSION. APPROVED INSTRUCTOR AND WRITER OF COURSES.

TEXAS REAL ESTATE BROKER'S LICENSE HELD FOR OVER TEN YEARS.

RECOGNITION IN BIOGRAPHICAL REFERENCE BOOKS.

WHO'S WHO IN AMERICA. 52') - 58'.. EDS.

WHO'S WHO IN THE WORLD. 1211'- 16.. EDS.

WHO'S WHO IN FINANCE & INDUSTRY. 26"' - 29" AND 3 3RI EDS.

WHO'S WHO IN MEDICINE & HEAI.THCARE. I " -4... EDS.

WHO'S WHO IN THE SOUTH & SOUTHWEST. 21r --3 T EDS.

DIRECTORY OF DISTINGUISHED AMERICANS. 5" ED.

WHO'S WHO REGISTRY OF GLOBAL BUSINESS LEADERS. 1993 - 1994 ED.

WHO' S WHO OF EMERGING LEADERS OF AMERICA. 311) ED.

WHO'S WHO REGISTRY OF BUSINESS LEADERS. 1994 ED.

PERSONALITIES OF AMERICA. 5TH ED.: PERSONALITIES OF THE SOUTH. 14TH ED.
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EMPLOYMENT HISTORY

1986 - PRESENT: BANKING. MANA(;I:iNliK' & Ec. oNOMIC CONSULLI AN]. MO3BII.I:. AL.
CONSULTlNGASSI(;NiMENTTSr CVERING A BROAD R\NGEOi0 ACIV/TvIESSUCII AS GOVERNMEN1AI.
RE(;UIA IORY OVERSIGHI. INTERIM MANAGEMENTl. BUSINESS & ASSET VAIUATION. INTANGIBLE
ASSET ISSUE-.S, BANK INCOMI: FAX ISSULS. IMERGER & ACQUISITION ASSISTANCE. DUE D)I.LIGENCE.
BUSINESS PLANS. MANAGEMENT ADVICE. WRITING & EDITING BUSINESS BOOKS. FEASIBILITY &
MARKETING STUDIES & ADVICE. TRAINING & EDUCATIONAL ACTIVITIES: AND EXPERT WITNESS
ENGAGEMENTIS COVERING ALL AREAS OF BANKING, VAL.UATION, SECURITIES. ECONOMICS. TRUSTS
& ESTATES. REAL ESTATE, INTERNATIONAL. MANAGEMENT. FINANCE, AND BUSINESS.

1985 - 1986: EXECUTIVE VICE PRESIDENT. MANAGER OF LENDING & MORTGAGE BANKING.
BOARD OF DIRECTORS MEMBER, HOME SAVINGS (NOW CrIIGROUP), HOUSTON, TX. NUMBER
Two EXECUTIVE. HEAVILY INVOLVED IN INVESTMENTS & DEPOSIT ACTIVITIES. OFTICER OF
SEVERAL SUBSIDIARY COMPANIES. MEMBER OF LOAN COMMITFEE. EXECUlTIVE COMMITTEE.
AUDIT COMMITTEE. Er. AL. RESTRUCTURED THE MANAGEMENT RESPONSIBILITIES OF SEVERAL
DEPARTMENTS, INCREASING PRODUCTION, EFFICIENCY. AND STAFF UTILIZATION. COMPLETED A
S54 MILLION COLLATERALIZED MORTGAGE OBLIGATION LOAN SECURITIZATION TRANSACTION
THROUGH SALOMON BROS.

1984 - 1985: SENIOR VICE PRESIDENT. MANAGER OF LENDING, FIRST FEDERAL SAVINGS (NOw
GUARANTY BANK). SAN ANTONIO, TX. MANAGER OF ALL LENDING & MORTGAGE BANKING.
NUMBER Two EXECUTIVE. HEAVILY INVOLVED IN INVESTMENTS & DEPOSIT ACTIVITIES.
INCREASED LENDING ACTIVITIES 40 IN ONE YEAR WHILE REDUCING DELINQUENCIES. ALL
WITHOUT ADDING TO HEADCOUNT.

1983 - 1984: SOUTHWEST REGIONAL MANAGER. FORD MOTOR CREDIT CORP.. HOUSTON, TX.
MANAGER OF COMMERCIAL REAL ESTATE FINANCE. AND SOME FINANCING WITH DEALERS.

1977 - 1983: REGIONAL MANAGER, COMMERCIAL CREDIT COMPANY (NOW CITIGROUP).
HOUSTON. TX. MANAGER OF COMMERCIAL AND RESIDENTIAL REAL. ESTATE FINANCING FOR THE
SOUTHWEST, AND FORMALLY TRAINED & INVOLVED IN ALL FINANCIAL PRODUCTS OFFERED BY THE
S7 BILLION COMPANY. CHOSEN TO OPEN THE COMPANY'S FIRST COMMERCIAL REAL ESTATE
LENDING FIELD OFFICE. RECEIVED THE COMPANY' S LARGEST BONUS EVER AWARDED. TWICE.

1974 - 1977: MANAGER 01- COMMERCIAL REAL ESTATE LENDING AND MORTGAGE BANKING,
SOU`THWEST BANCSHARES (NOw BANK ONE), HOUSTON. TX. ALSO INVOLVED IN THE
ORIGINATION AND ADMINISTRATION OF CONSTRUCTION LOANS. DEPOSIT & INVESTMENT
ACTIVITIES FOR LENDING CLIENTS INCLUDING WEALTHY ROREIGN NATIONALS. CORPORATE &
PERSONAL LENDING. AND CREDIT CARD OPERAlIONS. CREATED ANI) MANAGED A COMMERCIAL
MOR I(.GE~ BANKING LNTI1Y FOR A 1LII :11-H1ANK HOI DING CEOMPAN.Y.

1973 - 1974: ASSISrANT REGIONAL. MANAGER & ASSISTANT TREASURER. CITICORP REAL.
ESTATE. IHOU STONE TX. MORTGAGE BANKING AND CONSTRUCTION LENDING IOR CI11BANK, N.A.
(NY). AND DEPOSIT & INVESTMENT ACTIVITlIES IOR WEALTHY FOREIGN CLIENTS. HF.tID
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ESTI'ABLISH A NEW ()Il:I: IN Housl(N. INCL.UDING STAFFING AND THE hSI\ABLISHNIINT 01O

OPERAIING POLICIES & I'RO(ED]RlES. PRIMARY ITRRITORY COVERI) SEVEN STATES. ANID

oPEKN fnlI) NAI INWIDI: & INIERNATI I(NAI AI.

1(72 - 1973: LOAN OF-FICER & MANAGER OI: LENDING DI.PARTMENT. GIBRALTAR SA\INGS (NOW

CITIGROUI'). HOUSTON. rx. AT AGE 26. NIANAGED THE DAY-IO-I)AY' OPERATIO(NS OF TEXAS.

LARGESI S&L (55TH LARGEST IN THE U.S.). HANI)LED CONSTRUCrION & SUBDIVISION

DEVELOPMEN'T LOANS. JOINI-VEN1URES. AND HIGH-VOLUME BUILDLR ACCOUN'IS. COMPLETED &
IMPI.EMENTFD SEVERAL WORKFLOW EFFICIENCY IMPROVEMENT PROJECTS IOR VARIOUS

DEPARTMENTS.

1968 - 1972: FIRST NATIONAL BANK OF MOBILIE (NOw AMSOl:TH). MOBILE. AL. MORTGAGE

AND REAL ESTATE SPECIALIST IN THE TRUST DEPARTMENT. TRAINED AND WORKED IN ALL AREAS

OF THE BANK INCLUDING CHECKING & SAVINGS. CREDIT. CORPORATE I.ENDING. PERSONAL

LENDING. OPERATIONS. CHECK PROCESSING. AUDIT, INTERNATIONAL, INVESTMENTS. TRUSTS &

ESTATES. CORPORATE PENSION PlAN MANAGEMENT. PORTFOLIO MANAGEMENT, STOCK TRANSFER.

CORPORATE BOND TRUSTEE. BANK SECURITY. CREDI1 CARD OPS. AND- UNDS TRANSFERS.
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June 16. 2(105

Ms. Karcn Patterson
Department of Corporations
1515 K Street. Suite 200
Sacramento. CA 95814

Special Agent Peter Norell. Supervisor
Federal Bureau of Investigations
901 West Civic Center Drive. Suite 300
Santa Ana. CA 92679

Special Agent Matt Galioto
FBI Long Island
135 Pinelawrn Road. Suite 350
South Melville. NY 11747

Dear Special Agents Norell and Galioto and Ms Patterson:

On June 5. 2005 I received an email from Josh Kriteman entitled "help." Mr. Kriteman is the
owner of Synergy Consulting. LLC.' He indicated that he had recently seen me on 60 Minutes
and was concemed about an inestment that he had made into a company called Rainmaker Real
Estate Partners.-
In the email he mentioned the company had offered him 30% annual retums. Mr. Kriteman also
stated he and his wife had invested a significant amount of money with Rainmaker Real Estate

' SynergyConsulting is located at 1739 Berkley Street. Suite 109. Santa Monica. California 90404 (31J-264-6124).
Please see Addendum 3 for this email and subsequent entails between Mr. Kriteman and myself.

There are many companies under the umbrella of "Rainmaker Real Estate Partners." Please see Addendum 4
where the corporate records that we were able to locate are listed showing the primary players in all these
Rainmaker entities to be Sidney F. Lesine. Alireza Dilmaghani. James Joseph Conway. and Antoinette Wooten.
The various companies and entities include but are not limited to Rainmaker Managed Living. Mortgage Group.
41t 5S. LLC: Rainmaker Managed l.iving. LLC; Rainmaker Real Estate Partners: and Rainmaker Realty Partners.
LLC. har the purposes of this report. whenever possible I will refer it, these companies as the "Rainmaker
sssglomerate. The company lists three addresses on their web site: their main office in New York at 116 W. 23rd
Street Corner of Sixth Avenue Fifth Floor. Suite 50ll New York. NY 1101 1: their New Jersey office located at 74J4
Broad Street. 16 Flsir Newark. New Jersey (7102 and one office in California at 100 Oceangate 14'" Floo-r Long
Beach. California 9%18L2 As asttornev Tom L4tyd n-te. after evaluating the Rainmaker investment opportunity: IT
appears that Dilmaghani has set up a web of entities t nh parnerships and LLCs designed. on the one hand. m raise
equity capital froint use rs rto purchase and operatc nmanaged and assisted lis ing arrangements and other real estate
investments and. onl the otiher hanl, to. pside sertces to the entitie raising capital.' tMr. tlJod funher details
these companics in his unabridged report in Addendum I.
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Partners twhich wa-s stpp)osc(lly itt the husittess of purchasing residential and or commttercial
proprtieNs and convering then into ttursiln and assisted care facilities for the elderlyl.

Subsequent conversations and emails with Mr. Kriternan revealed that he and his wife have
invested S I 0.000 into Rainmaker Real Estate Partners. Mr. Kriteman said he found out about
this investment front an "investment opportunity" advertisementl that wsas placed in the January
30. 2005 edition of the Los Angles Tintes. According to his first email. he became suspicious
about his investmcnt because "we itere promised copies o!f the tleeds monttzlth gs aontd I havte
personotlls reqlefSte/ thie s itnfonoiOIt n t'ilhot}i t 5utcc'ess."

I later learned that the "deeds" Mr. Kriteman was referring to wvas the proof of the use of
proceeds that he had invested: specifically that the Rainmaker conglomerate had actually bought
and closed escrow otl cenain facilities in New York and Los Angeles that would be convened
into assisted livitg facilities or nursitg homes. Based on these concerns we decided to look into
the company and subsequently contacted Karen Patterson. enforcement lawyer at the Califormia
Department of Corporations. At our request, our client subsequently cooperated directly with
Ms. Patterson and we turned over all documents we had received from the client to the California
Department of Corporations for evaluation.

4

APPARENT CLEAR AND PRESENT DANGER
TO THE ELDERLY AND THE INVESTING PUBLIC

Currently Rainmaker is soliciting funds from investors and promising outrageous returns (110%
over 3 years

t
or 49% after two years and no less than 25S% after one yeaf). This investment

capital is supposedly secured by real estate purchased with the money raised. Rainmaker also
appears to raise money from the elderly to purchase units (studio living quarters) in advance for
j 250.000 per unit.

Please see Addendum 5 for he actual copy ofthe placed ad. it is imprtamnt to note from this ad that an%
investment into Rainmaker s -a rcat estate secured" inmeismetm.
'I also contacted Special Agent Mtat Galtoto from the LAng tstand office of the MI and Supervisor Special Agent
Peter Norelt fromt he Santa Ana oftfice of the FBI as both appcared tO have jurisdiction based on the three
Rainmaker office lwation,.
Please sec Addendum 6. the web site. section entitled M-ngage Panners" where it says: "Additional return of

35'r ETF- Early Termination Fre. plus all of the principle on the 36th month. ror a total return of I 11% in
36 months 'GUARANTEED'."
"That the 257i annual return snot a prjection and is guaranteed immediately liatl inmestos can be sen itt the

c-mp3ny web site under Piolit Distribuitn MtIX and Bonus tnit here it sales: Annual minimum cuarantee
interest of 25% -dll be paid monthly and quanrerh diu inut tons as described in the progratm repro ,ll he made
pursuant to the anttunt of parinet In the prgrant;. Atlo. in thesecttu on the weh site entitled vWelcome to
Rainmaker Managed Li ing LLC it reads 2514 Guatatmeed Attnual interest paid monthlN."
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To raise ntoncy from t(ie former group of investors. the company places ads in newspapers likc
the LA Times and offcrs high retunns directly from their weh sitc. The company appears to he
nn primarily hy New York attorney Alizera Dilmughani. wvhich inmputes credibility In the
Rainmaker business opportunity (a lawyer holds a position of' trust and the assumption is he
would only be involved in a legal entcrprise). Mr. Dilmaghani appears to also handle the
finances for the Rainmaker conglomerate as he is the signer on the checking account from which
our client receives his monthly interest payments.

7

The company also makes claims to current and potential investors of currently running and
operating a facility in Kings Park. New York (which. according to them was purchased earlier
this year) and yet title reports and calls to the facility reveal that Rainmaker does not own nor
operate that facility. Calls to governmental licensing agencies by our retained expert reveal
neither Rainmaker nor its affiliates are licensed to run assisted care facilities or nursing homes in
the New York. Los Angeles. or Orange County areas (including La Habra).

In an interview between Ms. Kriteman' and Mr. Conway. she was recently told that Rainmaker
has already raised at least S10.000.000 and that is strictly from investors like our client. We
were not able to determine how many elderly people on top of the 510.000.000 raised have
invested 5250.000. However. when the company makes attractive statements like the following.
which appears on their web site. we are concemed about the appeal certain elderly people may
have to buy into this S250.000 offer. Their web site states: .Rainmaker facilities are first class
resort or home style facilities offering every amenity and every, form of entertainment and
activity." Yet we were unable to find any currently operating Rainmaker facilities to prove this
statement.'

0 This is especially relevant because investors are relying upon a real estate secured

The checking account number for Rainmaker Managed Living. LLC is 79t6184349 and the bank is Commerce
Bank. The ABA number for Commerce Bank is 026t)t 367.
r Please see Addendum 7 for title reports on the addresses pro% ided by Rainmaker to our client. To insure accuracy
we updated these reports perindically during the construction ot this report. Also. that the exact address of this
property is t21-125 West Main Street Kings Park. New York 1 1754-t607 is confirmed by our client in writing and
this is the ver) property that he and his wife relied upon a, security for their investment (please see email, from Josh
Kriteman and myself in addendum 3).
9 See addendum 8 sehere notes that sere taken at this meeting by Ms. Kriternan are ittctuded. t asked that Mr. And
Nis. Kriteman get answers to certain questions about Rainmaker which rnsulted in this in person teeting. No" the
inonv of all ironies about this meeting and the subsequent notes from this meeting was that James Joseph Consway
(tJ). also had referred the Kriteman's to another investment with a man named Fdward Showalter. The same Ed
Showalter that the Wall Street Journal confirmed in August of 2003 that I helped shut dovwn in a SEC siolation. To
the Kritemrim's know ledge. Mr. tdvard Shosahter has noihing to do with the Rainmaker deal escept that JJ refened
them tIO the Shosalter deal (apparento as a broker) and corrently acts as a -broker'- for the Rainmaker deal. In fact.
accordine to NMs. Kriecmatt's meeting with JJ. the inly deal he is cttrrentll "selttng- to insestits is the Rainmalct
deal because hit i the best b ftar." That Mr. Cmtna! speaks sin behalf'of the companm and iR mote ihan just a

fundraiset can be seen tn the corporate documents where he is listed as -Registered Agent.'
"'°T, recnfirni this tact. se had our clikiet comacl the.senior mnnamenimit of Rainmnaker. Iis respnsc can hc futid
in Addendum S. Moreoser. in het meetiiL Muh Mr. OImn3 no "nes. addreses Sir cur emt facilities v.re
provided.
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investment; hut we could not find evidence of purchased real estate despite Rainmaker having
already raised ten million dollars,." Their web site clearly states to potential investors that.
"Rainmaker's war chest allows Rainmaker to be a fast. all cash buyer.' The implication is thlat

Rainmaker owns real estate free and clear which secures potential investor's money. Even on
the front page of their web site entitled "Welcome to Rainmaker Managed Living LLC" a bullet
point reads: "The security of having your intvestment backed by New York City real estate.'2

With all due respect to the current property owner of Kings Park. New York. we photographed
the location (included in Addendum 10 of this report), and it was by no means a "first class
facility"" even if they did own it-which it appears they do not.

Also troubling is the fact that the Rainmaker conglomerate is soliciting qualified money from
investors: specifically IRA proceeds. Whenever a promoter accepts IRA money there is an
imputed credibility to the deal. People wrongly assume that if retirement money can legally be
deposited in a certain deal. then that deal must have been "checked out by the IRS and blessed as
legitimate.'

This was clearly a prevalent factor in the Financial Advisors Consultant case where James
Lewis' ability to accept IRA money imputed credibility to the potential investor and allowed hint
to raise millions ot IRA money from unwittine investors. For the above-mentioned reasons. it
appears that Rainmaker is a clear and present danger to the investing public and specifically the
elderly. The below information is not everything there is to know about Rainmaker, their senior

n pm->em-n! or .:s .n:-s. but rathcr ivcr-rthing IaM efi.force-tteli ttut:is io know to
independently corroborate our findings.'

5
Additionally. it appears that the Raintaker investment

opportunity is relatively new and, if proven to be an untenable business model. can be dealt with
more proactively by law enforcement thereby keeping the victim impact to a minimum.)"

That they have clearty raised this amout of money and prohabty more is reveated in a list of current tLLC
members- distributed by the company to current pahticipants. Ptease .ee Addendum 9 for thi, list of investors.
However. this list does mti inctude any etderty peopte tho may have purchased. for 525O.tOt(). a future studio from
Rainmaker.

Please see addendum 6.
Please wee Addendum Itt. By making this statement we are not acknowledging that Rainmaker oswns this property

but merety stating that if they did it i.lutd nmt appear to fit the modet being sold to the etderty publtc.
Please sec bch site. Addendum 6 under suhseription agreement.
A, v ith atl irrtte rcpons. ve encourage independent verification ofour findings as c coutt tbe wrong In out

assurtptisns and conctluins. Although e btliese antl think our cottclusiuns tre accturate. sr cwsuraec
independent cssrrolxration -f ottr report. r5f make this easN for the readet. we alssa! inctude contact numhers tWr
the peopte ho pr,,ided informatlion ontained in the repon.

" Itaing said thi, w c irs not dep'ciaiing the scope ,,f at1 leat Sl tk~ttl~tils already h5irg h.cn rai.ed. Hoseser.
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COMPANY OVERVIEW

The company's official web site" provides the following iDescription of the business model:

-Rainmaker Realty Partners seeks to acquire and operate commercial adult managed living.
assisted living and adult living properties and. including without limitation, office buildings.
shopping centers. business and industrial parks and other commercial and industrial
properties, or businesses through outright purchase or leasehold."

They go on to add: "Rainmaker communities offer independent living in a studio apartment
with private bath and shared supervised kitchen facilities. If over time you need more care
you automatically transfer to the nearest bed in a Rainmaker Assisted Living community. If
you eventually need full supervision nursing care services. you will be automatically
transferred to the nearest available bed in a Rainmaker Skilled Nursing facility. These
upgrades in care are TOTALLY FREE OF ADDITIONAL CHARGE. Once you book a TIC
(stands for tenant in common. explanation inine) studio suite that's it. Pay one time and never
pay again for standard services. And if you use an existing property to fund your purchase
you retire virtually for free and your family keeps your property for the estate. Rainmaker
facilities are first class resort or home style facilities offering every amenity and every form
of entertainment and activity.-

Based on the above, the company web site and the investment materials. it would appear that
Rainmaker raises money from the public promising rates of return that range from no less than
25% annually 'guaranteed" to 110% over three years. The proceeds raised are then used to

* purchase residential (or commercial) real estate that is then converted into assisted living or
nursing home facilities. According to Rainmaker, assisted living facilities are the bridge between
independent living and nursing homes.tS The company then aggressively markets elderly people
to purchase studios in these facilities for $250,000 per unit for life - even if their health
deteriorates and requires permanent nursing care.9

'The company web site can be found at ssssm.rainmakeriltcare.com, We havedownloaded the entire seb site and
* included it in Addendum 6 because in our experience when a company realizes they are being tooked into. thev

often take dowvn or materiatly alter their web site to avoid prosecution. Another web site for Rainntaker Realty is
ss m.ramakerrealt ,,tJ .n-vrmee5 litntl. which appear, to be a sitcoffering u)s ell comnercial and residentiat

pnoperty a a 4% broker commission. The interesing thing about this site is the many mi Spelled words! For
exampte. one page that opens the financing section misspells the ords services and firm. The sire reads

Rainmaker Realty is unique as it offer, se-cis no other real estate Fi,' offers. This Site. Addendum t 1. is
included foi the sak cof thoroughness bat is not the main focus of this report,
'Plae sec company seb ite under "What is Rainmaker Assisted Litkr secti n.

The ptoblem sih these types oIlpromise. including the promie made to inset-rs that they can 2ashout at any
timnt is that they. the pronmises. are only a, good as the compan t making them. As previously stated. our expert

* ssaa unable it loate an ticeniing fttr th Rainmaker conglomierates. nursing ot assisted tising care lacilitiCe or
prnpenie -sned by the Rainmaker LLCU tha our ivcse[d client beliesed his money ass being used it, puachac.
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SEVEN SPECIFIC CONCERNS WITH THE RAINMAKER INVESTMENT 2 0

1. According to our expert, high returns are inconsistent with the assisted living and
nursing care facility industry and therefore fails the 'normally and regularly' test. In
assimilating this repon, the Fraud Discovery Institute retained the services of Carl Bryant.

t

Mr. Bryant's qualifications include being an expert in the Federal regulatory process
including policies and procedures for assisted living and nursing homes. He has provided
training to healthcare providers: field. administrative, and headquarters staff on regulatory
systems for the Healthcare Financing Administration: and the California Department of
Health Services: national finns: and various healthcare facilities. He has conducted on-site
evaluations and investigations of health facilities to ensure compliance with state and federal
lasws and regulatory requirements. He has also been an expert witness for almost 20 years
and holds a Certification for Director of Staff Development for Nursing Homes.

According to Mr. Bryant. normally and regularly assisted living facilities and nursing homes
do not achieve the profit margin warranted and represented to potential Rainmaker investors.
After examining profit margins by publicly traded companies in the assisted living and
ntrsing care industries. Mr. Bryant wnitcs:

"Mlanor Care. Genesis HealthCare Corporation. Extendicare Health Services,
Natioaala nc:uli.Care Cu, p¶.e. eiuu -are puu:.tt~ uradeu tcrtpv. ntuIvs nut. wter
ranked in the 50 largest skilled nursing facility chains and the 30 largest assisted
living chains reported profit margins between 4.11 to 7.77%. The average profit
margin is 6.26%.-

How can Rainmaker offer profit margins to investors in the very same industry which range
from 25%. annually to I 10% over three years when well funded. publicly traded companies
with far greater "war chests" as it relates to cash and capital for favorable purchasing terms
are only earning approximately 6.26% annually? Upon closer examination of this industry.
the profit margins shrink further as noted by Mr. Bryant:

"'The Fraud Discosery tnstitute desm not haesubpoena power oriiuihorilt and is therefore at an insesligaise
disadsantage. OUTr indings must he limited in scope ito the public record. company warrants and represemation,.
interview, with our ctiem and other proprietar, methodology.

Ni tr. Brvant, report in it entirety is included in Addendum 1,.f thi, report. The repomn alu- cite-several people
Mr. Brs-ant spoke ithit the anous governmental acence, in Neu York and California to coctlude that
Rainmaker is n now nor ha' it been ]icealed io run an a.,iied care facitil or a nursing home. As for the Kings
Park. Nesr York tacilit. -mr. Bryant contacted Wend, Brwn. Supervisor tfr Adult Health in Long tsland Division

* lh631 -S5 1t-.10901. and he indicated that no chance of orneiship had occurred and no an application fir a change of
vincrslhip wa, in panress.
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"Sunrise Senior Living. Emeritus Corporation. American Retirement Corporation
are three assisted living chains ranked within the top 30 assisted living lacility
chains hut not in the top 50 nursing home chains. These chains report profit
margins ranging from - 11.66 to + 4.74% with an average profit margin of -
2.88%:'

Thus the margins being offered by Rainmaker are inconsistent and are not "nomsally and
regularly" found in the assisted health care or nursing home industry.2

Mr. Bryant
concludes by stating that: "Based on my experience, and available data for the long term
care industrv the Rainmaker Managed Living website contained information that was
NOT consistent with the long term care industry."

2. Unregistered security offered by unlicensed broker dealers across state lines.
Admittedly: the promoters defend this charge by citing the passive investor exclusion.-;
They argue that since this is an LLC it is exempt from securities laws because (according to

* the operating agreement) all people in the LLC have equal power to vote on properties. It
would be a fine argument except for one major problem. The LLC currently does not own
any property for these LLC participants to "equally and not passively" participate in.

In fact. in what has to be the biggest smoking gun I have ever seen in this type of case, the
Rainmaker web site states that while their assisted living facilities are being built investors

rare otill guaranteed a 25%S annual return (this annual return of 25% is guaranteed over and
over again throughout the company's materials). How will this return be generated in
assisted living facilities with no paying residents? According to the company's official web
site. in a section entitled -"Stan Up Interest Payments":

"The partnership guarantees a minimum return of 25% annually on your partnership
shares payable monthly. In the beginning as facilities are under construction, ramp up
or lease negotiation. The interest payments during that time will be derived from short
term investment in real estate bridge loans, government securities, foreclosed rollovers,
income from the operations of the M anaging partners law firm, proceeds from

-Inantficitionotthecompanv arguini pint one is not valid because heir profit m algins are not solely linked
to Ih e nursing home and assisted liting facility industry .il s appoopriate to point o ut that this is a sword thai wilt cut
both way s for Rainmaker. For example. if the company argues that they ma ke ihese margins ias they allu de to in

* their 'Stan Up Interest Payments' sectiont through other inro me caning endeavors then they will have further
complicated their alleged unregistered securitie, probltenr. Why' Because it isone thing to say all investors are in
an LLC that bys and operate assisted living facilities to duck securities laws, ut when you start earning g ptio'o for
invenv tor by doing things like "brr dge loas. ";, r 'operating revenue fiom managing partners law fir 'tn or thr
"purchasing of gosernment securitres" (hn behalf'of the investing public, phen you have cr-ossed over into the arena o1
offering an unregistered security that oh, lit' fhormato, can shield Rainmaker from.

P lease see, for example. the v e uite in the section entitled iRainuaker Realty Partners I Aptit 1. 20054
Subscriptionn A reentent, s vere it stairs that. the Secu tiis a, and tExchange C mmtvso t has no t appro ved opr
disapproved equity panicipaioti unit, or pa-sed upon the adequicy of the information this report.
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collections on pending litigation. and consulting services to other third partyi assisted
living and nursing facilities regarding the licensing or the Rainmaker 1031 and TIC
program packages on a non-exclusive proprietary basis in areas wherein Rainmaker
will not be seeking to establish operations in the near future and pre-need sales of TIC
packages."

Two phone calls2' confinned that Rainmaker is not licensed to lend money (bridge loans as
stated in the above quote) in New York or California. Moreover. and admittedly this is not
my field of expertise. I am not aware of any "government security" that currently offers a
guaranteed 25% annual return. In no way is this a concession that if the assisted living
facilities were up and running that this would be exempt from securities laws. As attorney
Lloyd25 notes in his report on the Rainmaker investment opportunity2': "Based on the
characteristics of reliance on others to manage the investment and the public nature of
the offering of partnership Units, the Units described in the Rainmaker website should
be treated as a securities under both California and Federal securities laws." From the
blatant 60% returns stated on the web site to the LA Times ad soliciting new investors. this
company appears to be offering an unregistered security publicly. 2

3. Our public record search shows nothing owned by the Rainmaker conglomerate of
companies. Yet the company's "Imponant Notice to Members"- uses language that clearly
conveys the Kings Park Sunken Meadow property is owned by them, is operating and is at
full capacity. On June 14. 2005 1 contacted Ms. Palena Henigman (631-269-9286) at Sunken
Me,-dow Aduh Ion. c co-uin-ied with hec u1 iw o spaulcie cuversations that the address ot
Sunken Meadow was 121-125W. Main St.. Kings Park. NY 11754-1607. She said they have
37 beds and that they are all filled. 36 to men and one to a woman. She then confirmed that
Sunken Meadow Adult Home had not been sold or was not under "new management."

Our expert Carl Bryant then called Wendy Brown. Supervisor for Adult Health in Lone
Island Division (631-851-3090). and she indicated that there had been no change of
ownership at the Sunken Meadow facility nor was there an application for a change of
ownership in the process. This is in direct contradiction to the "Important Notice to
Members" sent out by attorney Alireza Dilmaghani regarding this property: "The current
bed space is fully booked and we expect to start TIC conversions (stands for tenants in
common) in the next 30 to 60 days after our license is approved. In the interim we rc
operating under the previous owners license and have negotiated the right to do so with the

!-eleau see Addendum 12 uher the revpn ,,fthse mtn phone calls iv recorded
-' Mr. Lto yd is a Harsvard educated finrie, patiter of the la, firm fir HizL,. Fletcher and NMack in San Diego.
Ca lifornia.

For the compete repon prepared bh Mr. Lited. please see Addendum 2.
On June 7. 21105. t contacted Karen Pauerson. enfitrcucment lance at the Catifornia Nepartment ofCrporatsons

i9t6-322-6737 and she connirmed thati he Ranmaker investment sas not btue skied n the state tfCatifoinia
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prcsious owner for up to 12 months if necessary.' But as stated ahove. Ms. Henigman
contradicted this statement as does the pubic record title reports.

Additionally. in an official lctter sent by the company and dated March 25'h. 2005 and sent to
our client. Sid F. Levine states: "Also enclosed with the mailing you willfthd a copy for
each partner of the Kings Point purchase agreement which is the new Proptert we own in
New York.' This appears to be in direct contradiction to what (I) the most recent title report
on this address states that the property has not changed ownership (2) the current owner
states (3) what the Adult Health organization in Long Island stated-specifically Rainmaker
is not licensed nor is there a pending licensc.25 Moreover. the impression from the web site.
materials, and our client is: "Raitniaker Entriuies are those independent Living. Assisted
Livintg. Adult Living. Life Care antd Alursing Hone Facilities which are now' or shall in the
fitnure be acquired aetdfor operated by Raittunaker entities. Clearly the notion Rainmaker
gives the public is that they are currently running and operating some kind of facilities.
The language is clear. In fact, Rainmaker states that these operating facilities: .orefirst
class resor or home style facilities offerinig every ntmuenity and evers fjonntof enterrainiment
and activitr.y" Obviously they cannot be first class facilities" if they do not exist.

4. No licensing for nursing or assisted living in New York or Los Angeles where the
company claims to be currently or imminently operating. As our expert confirss:
"Licensing and certification requirements for the State of New York are similar to those for
the State of Califomia. A license must be obtained to operate a skilled nursing facility
(nursing home) or an assisted living facility (residential care facility for the elderly) in the
State of New York. Skilled nursing facilities are licensed by the State of New York
Department of Health Services. Division of Quality and Surveillance of Nursing Homes,
Courthouse Corporate Center, Suite 5000. 320 Carleton Avenue. Central Islip. NY. 11722."
He goes on to add. "Contact was made with the Department of Health Services, Division of
Home and Community Based Care and the Division of Quality and Surveillance of Nursing
Homes. Lynn Thomton at the Division of Home and Community Based Care was contacted
at (518-408-1132) regarding assisted living facilities. Ms. Thornton stated there was no
assisted living facilities owned or operated by Rainmaker Managed Living."

In searches conducted for Califomia licensing. Mr. Bryant did not fair any better. He writes:
"A licensed to operate an assisted living facility is obtained through the State of Califomia.
Department of Social Services. Community Care Licensing Division. A number of district
offices for licensing assisted living facilities are located throughout the state. The district
office responsible for licensing an assisted living facility in La Habra is located at 770 The
City Drive. Suite 71(K). Orange. Califomia. 92868. The address provided for Rainmaket
Managed Living is located in La Habra. California. The Department of Social Scrvicce

' .See entail trt, CjrM Brvarn dated June 1t4 in Addendum 3.
-'Emphasi. mine. Dncument teund on themoampan otfioat tseb .1C on the page entitled "Rainma ker Managed

Living. Nonagge Grouip. 41 55. 1.tC'' with the subsection -(herati Objeclise and Surateg).'
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database for Orange County. California where La Habra is located indicates that there arc
879 assisted living facilities for the elderly... Contact was made with both the Department of
Health Scrvices and the Department of Social Services. Fran Del Rio at the California
Department of Health Services. Orange County district office was contacted at (714456-
0630) regarding skilled nursing facilities. Ms. Del Rio stated that there was no skilled nursing
facility owned or operated by Rainmaker Managed Living. Susan Levine at Community Care
Licensing for Orange County was contacted at (714-703-28401 regarding assisted living
facilities. Ms. Levine stated there is no assisted living or residential care facilities for the
elderly owned or operated by Rainmaker Managed Living.

5. They are asking the elderly for $250,000 up front in cash or equity from real.estate to
secure their living quarters on locations that the company does not yet own. To their
credit. Rainmaker discloses this to the elderly who are the potential buyers/residents by
stating in their web site:

-Rainmaker Facilities offer a special selection package of studio suite amenities when the
subscriber LCCM books a facility OPTION SUBSCRIPTION prior to the facility coming
into the Rainmaker portfolio. Rainmaker will at times option properties and determine if
the market supports the property purchase. These special option subscriptions are held in
an attorneys trust account pending closing on the property. Upon closing the property
transfers to Rainmaker and the subscriber who then takes possession. If the facility option
is relinquished the subscriber may assign his or her subscription option to another
coj-ona' flac;i~y. a .- I:.'i i. - . u opt--' eli to receive a FtLL
REFUND at the subscribers sole discretion. At this time. cash based TIC (Tenants in
Common) ownership requires that you have cash available to pay for you unit
subscription. The current cost of a unit is $250.000.00 per person. Pre Need booking is
encouraged which will save you 25 to 50 percent of the costs you will encounter if you
book after the facility is completed. You pay $250.000.00 that will be used to pay for
your unit subscription in a Rainmaker Facility. You receive the same benefits as property
subscribers under the same 121 month draw contract terms and conditions."30

But the obvious question based on points one through four is: How can Rainmaker be
entrusted to hold $250,000 from elderly people in New York and California in advance?
They do not even currently own or manage the Kings Park property. which investors rely
upon and believe is the primary use of proceeds for their investment capital.

6. No independent proof of profitability. Our client has asked repeatedly for CPA prepared
financial statements. He reponrs that the latest story is they will be ready "at tde end of
June." lItvestors were also promised proof of purchased properties in the form of "deeds' and

; Pltca, wv web iSe page rnfited JRainmaker Murnard L.king. LL.C Cbt Free Rcfircnie- undter 1tainmaker
Ca.,h Ba Ft1.I.C.
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at the tic ofithe sriling of this repor. that has also not Net occurred. The Rainmaker web
site is replete with warrants and representations about profitability, facilities operated. pro
lorma earnings and a solicitation of the elderly of up fronm cash in [Ile sum of S25(t.")f.
Research does not independently confirnt these warrants and representations.

Admittedly, the presence of audited financial statements does not necessary prove a company
is letitirnate' the absence of CPA prepared financial statements is a red flag in almost every
instance. Still, whether it be the governmental licensing agencies for assisted living facilities
and nursing homes: the public record property title searches or CPA prepared financial
statements to test things like sources and uses of cash: or the use of proceeds and
profitability; the investor is left with nothing more than the word of the company's senior
management.

7. The appearance of a law firm promoting and being intimately involved with the
investment is clearly intended to impute credibility to the investment. From expressing
an opinion on whether or not the investment in which they have a vested interest constitutes a
security, the creation of the multiple LLC's seems to have the intent of bypassing the
securities laws, the supposed identifying and purchasing of property, and the operating of the
day to day operations. This association clearly imputes credibility to the deal and makes
raising money even easier. People can conclude that *a law firm is behind this deal-it must
be legitimate.' There arc repeated references to the Furman law firm throughout the web site
and the investor materials.'- Attorney Lloyd does not overlook this imputation of credibility
to the potential investor. He cites one instance of this conflict of interest and imputation of
legitimacy by writing: "The partnership agreement states: 'The Equity participation program
described herein is not considered a public offering or a private offering of securities or a
limited partnership exempt from registration under and State or Federal securities act as the
Equity participants who become co-ouners of any rights to any property purchased. leased or
lease-held by Rainwnaker Realty Partners are co-owners with full control over any property
purchased, leased or lease-held by Rainmaker Realty Partners.3; (Emphasis original).' This
opinion is not being Lziven by an independent lawver or firm. it is being given by
Dilmaghani. a lawyer acting as a principal in the matter. The opinion is designed to
give assurance to the investor that the investment does not have to qualify under state
or federal securities laws but it is based on a statement of facts that are not true. The
Equity participants are not "co-owners' and do not have "full control over any property
purchased. .' This is especially troubling considering the primary target for this investment

In the Z./t.Z Best securities fraud cr-c that I was convicted and imprisoned lor pertierating. we had audited
financial statements, and set the cismpany Yea, a fraud.
'- or exanpte. in the limi of I.t.C mecmtrs .seut to our client. 67 nm.mtve names are listed-all with the Iturman
lass Firm address listed us their contact infrrmatioin (I IWest 1: Srrect. Suite MID. New York. NY It(XI ItI. And
these 67 names are not just of indisidualt: a pensln laund (the Quest Group tPrisaie Intssimen Fundi) and a
roimpany ualled Ke-tone Inmeiments are also listed.

t'armership Aereetent. Registration with State or Federal Securities Agency.
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is the eldcrly. Unfortunately. they may he more inclined to hclievc the warrants and
representations made by the company at face valic because of the intimate involverncnt of a
lawAyer and a law firm.

Conclusion

It would appear that (and I could he wrong) Rainmaker is offering an unregistered security
by tunlicensed broker dealers to the general public through newspaper ads and a public web
site offering worst case guaranteed returns of 25% annually and best case returns of I 10?%
over three years using misrepresentation in what may be a '-Ponzi" like structure. How can
this type of ascertain he supported?

(I) The industry in which they claim to he earning these kitds of margins does not
normally and regularly produce them

* (2) We could not find evidence that they are operating any current nursing or assisted
living facilities

(3) We could not find evidence that they own any property and yet they offer "real
estate security" to potential investors in both their Los Angeles Times investors
wanted add and their web site='

(4) There is no evidence that Rainmaker holds the necessary licensing to operate
these facilities even if they did own them (and it appears they do not)

As far as we can ascertain. Rainmaker is currently making their monthly interest payments to
investors (at least to our client). It is highly likely. in my opinion. they are using nesw
investor capital to pay off or keep current those who are already invested. Or worse yet, they
are using money raised from the elderly who have bought into their S250.000 assisted living
facility program.

The easiest way for law enforcement to prove this is to subpoena the bank records of
Rainmaker and confirm if their operations are consistently earning these high returns or if
new investor money is the vehicle to generate these returns. The seven points above and the
accompanying addendums are provided to give law enforcement probable cause to take the
next step and subpoena the records. With the money of the elderly at stake. I would beg that
this case be given a high priority.

See web site section emitted -Wetcome to Rainmaker t1t03 Exchange " here one of the added benefits of
palicipatiosn for itvessors is -the secutrity of high Qualtit real estate investments in nationaltt reco)gnized high
grs-th area, inctuding Suttthern Califirnia and Nere York Cbs reat estate - Thc newspaper add reads: -:tt
Year Old Successful Lass firm Seet Pit tnetu s in 6 nces Assield Lising RL dtet plsse nt s. Iti-yietd return. in, (iuar
by Trust Deed S5( min Call Mr. Green S It.t3t.77t0ut
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Rcspecifully submitted.

Barry Minkow
Co-Founder
Fraud Discovery Institute

Reviewed and Supervised by:

Juan Lopez
Licensed Private Investigator #18903

Cc: Mike Jones
Securities Bureau
New York Attorney Gcneral's Office
120 Broadway
New York. NY 10271
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ADDENDUM ONE REPORT OF EXPERT

June 10. 2005

Fraud Discovery Institute
Ann: Barry Minkow
9770 Carroll Center Road, Suite F
San Diego, CA 92126

Re: Rainmaker Managed Living, LLC

Dear Mr. Minkow:

As retained by the Fraud Discovery Institute. I have reviewed the websitc for Rainmaker
Managed Living, LLC. Per our follow-up discussion. opinions and information were requested
for three areas addressed on the websitc. These areas included (I) the expected rate of returns or
profits for the long term care industry. (2) facility licensing requirements for the long term care
industry. and (3) supply and demand for assisted living and skilled nursing facilities. Based upon
the Curent data. Im dc rcqu d:ndetocmi-c Ad offe, opiniaon as io izrihier ihe information
contained in the Rainmaker Managed Living website was consistent with the long term care
industry.

Based on my background and experience the information contained in the Rainmaker
Managed Living website is NOT consistent with the performance of long term care facilities. My
background and experience consists of more than 25 years of experience in the health care
industry. I have also worked as a health carc regulator and trainer for regulators for the State of
California and the Centers for Medicare and Medicaid Services (formally known as the Health
Care Finance Administration). My experience also includes being a consultant for numerous
health facilities and law firms. I currently provide consultation and educational opportunities to
health care facilities for standards of care and regulatory compliance. I have been retained by law
firms as a consultant and expert witness for more than 100 cases that specifically involved
standards of care. and regulatory compliance. and the long term care continuum. The long term
care continuum includes hospitals. assisted living facilities. skilled nursing facilities. hospices
aEd home health agencies. As an expert ss itness. I have provided opinions and testimony as both
a regulator and a care provider. A curriculum vitae is provided at the end of this report.

Based on my experience and available data for the long term care industry the Rainmaker
Mtanaged Li ing vebsitc contained information that was NOT consistent with the long temi care
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indu.trv. As detailed further in the attached report, in %uimary:

rhe guarantced and expected rate of rcturns. 37% for thc first year. 49rA for the Iecond year. and
60%. for the third year and each consecutive year thereafter must he seriously questioned
since the reported profit margins for the long term care industry is generally Ics than lO .

Therc are no long term care facilities found to he owned or operated by Rainmaker Managed
Living. Additionally. no Rainmaker Managed Living long term care facilities were found to
be licensed. certified or both in the States of California or New York. Considering this
infomnation. the availability of long term care services must be questioned.

While the demand for the long term care industry is expected to grow with the chatiging
demnographics. The current dematid stated by Raintisaker Managed Livitg website must be
questioned due to the current vacancy rates in skilled nursing and assisted living facilities.

For these reasons the validity of data providetl in the Rainmaker Managed Living website would
be problematic and should be questioned for further explanation. Should need additional
information or questions. please do not hesitate to contact me at (619) 441-7447.

Very truly yours.
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Report on Skilled Nursing Facilities and Assisted Living Facilities

Prepared for the Fraud Discovery Institute

Carl Bryant. RN CL.NC

CORNERSTONE MEDICAL LEGAL CONSULTING AND EDUCATION
2156 Calle Poco

El Cajon. CA 92019
(619) 441-7447

ebryant @nornerstonemedlegal.com

June 10. 2005
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RA TE OF RETURNS FOR SKILLED NURSING FA CILITIES AND ASSISTEID LIVING
FACILITIES:

Information regarding profit margins for skilled nursing (nursing homes) facilities and assisted
living (residential or board and Care) facilities was not readily available through the New York
or California Department of Health Services. Federal Health and Human Services Centers for
Medicare and Medicaid Services. or the National Investment Center. The corporate statistics for
size and rankuings were obtained from the American Health Care Association and the National
Center for Assisted Living. Additionally. the profit margins were obtained from Reuters Stock
Overview.

Manor Care, Genesis HealthCare Corporation. Extendicare Health Services. Nationall HealthCare
Corporation are publicly traded corporations who were ranked in the 50 largest skilled nursing
facility chains and the 30 largest assisted living chains reported profit margins between 4.11 to
7.77%. The average profit margin is 6.26%.

PROFIT MARGINS FOR CORPORATIONS WITH BOTH SNF AND ALF

CORPORATION SNF | ALF PROFIT
_ RANKING RANKING i MARGIN

ManorCare I_ -- 8 1 - +7.23
Genesis HealthCareCo ration 5 _ 19 + 4.11
Extendicare Health Services i 7 23 + 5.92
National HealthCare Corporation ! 0 27 + 7.77 i

Beverly Enterprises. Kindred Healthcare, Advocat are three nursing home chains ranked within
the top 50 Skilled Nursing facilities but not in the top 30 Assisted Living Facility chains. These
chains reported profit margins ranging front 1.94 to 4.73% with an average profit margin of
3.73%.

PROFIT MARGINS FOR CHAIN SNF CORPORATIONS

CORPORATION SNF RANKIN G1 PROFIT
I MARGIN

Beserly Enterprises 2 i + 1.94
Kindred Ilealthcare 3 + 4.73
Advocat '19 + 4.53
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Sunrise Senior Living. Emeritus Corporation. Amcrican Retirement Corporation are three
assisted living chains ranked within the top 30 assisted living facility chains but not in the top 50
nursing honte chains. These chains report profit margins ranging from - 11.66 t) + 4.745i with
an average profit margin of - 2.88%.

PROFIT MARGINS FOR CHAIN ALF CORPORATIONS

CORPORATION ALF PROFIT
- __ - ln~ --... RANKING MARGIN
nrise Senior Li I T + 4.74

Emeritus Corporation - 11.66
American Retirement Corporation I 1 _ I _1.71

See attached exhibit table for additional information such as number of facilities. beds, and
number of state locations for both skilled nursing facilities and assisted living facilities.

CALIFORNIA LICENSING AND CERTICATION:

A license must be obtained to operate a skilled nursing facility (nursing home) or an assisted
living facility (residential care facility for the elderly) in the State of Califomia. Skilled nursing
facilities are licensed by the State of Califomia Department of Health Services. Division of
Licensing & Certification. P.O. Box 997413, Sacramento, California. 95899. In order for a
skilled nursing facility to be eligible to receive Medicare and Medicaid funds the facility must be
certified by the federal government. Certification is provided by the Federal Health and Human
Services. Centers for Medicare and Medicaid Services through a contract with the State of

- California. Prior to receiving Medicare or Medicaid funds a skilled nursing facility must be
licensed by the State of California. The data bases for both the Centers for Medicare & Medicaid
Services and State of California Departuent of Health Services reports that there is 70 Licensed

* and Certified skilled nursing facilities in a ten (10) mile area of La Habra with a total 6.442 beds.
The vacancy rate for these certified facilities is 14.9%. with 5.481 of the beds being occupied
and 961 vacant beds. Additionally. these data bases do not indicate a skilled nursing facility
exists at 200 W. Whittier Blvd.. La Habra. CA. 90631.

A licensed to operate an assisted living facility is obtained through the State of
California. Department of Social Services. Community Care Licensing Division. A number of
district offices for licensing assisted living facilities are located throughout the state. The district
office responsible for licensing an assisted living facility in La Hiabra is located at 770 The City
Drive. Suite 7100. Orange California. 92868. The address provided for Rainmaker Managed

* I isLing is located in La I Iabra. California. The Department of Social Services data base for
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Orange County. California where La Habr:t is located indicates that there are 879) assistcd living
facilities for the elderly. Additionally. La Habra is located near oAs Angeles and San Bernardino
Counties. Los An.tcles County reports 1.408 whilc San Bernardino Coutnty reports 285 assisted
living facilities for the clderly. The vacancy rates for assisted living facilities were not available.

Contact was made with both the Department of Health Services and the Departnmcnt of
Social Services. Fran Del Rio at the California Department of Health Services. Orange County
district office was contacted at (714) 456-0630 regarding skilled nursing facilities. Ms. Del Rio
stated that there was no skilled nursing facility owned or operated by Rainmaker Managed
Living. Susan Levine at Community Care Licensing for Orange County was contacted at (714)
703-2840 regarding assisted living facilities. Ms. Levine stated there is no assistivc living or
residential care facilities for the elderly owned or operated by Rainmaker Managed Living.
NEW YORK UCENSING AND CERTICA TION:
Licensing and certification requirements for the State of New York are similar to those for the
State of California. A license must be obtained to operate a skilled nursing facility (nursing
home) or an assisted living facility (residential care facility for the elderly) in the State of New
York. Skilled nursing facilities are licensed by the State of New York Department of Health
Services. Division of Quality and Surveillance of Nursing Homes. Courthouse Corporate Center.
Suite 5000. 320 Carleton Avenue. Central Islip. NY. 11722. In order for a skilled nursing facility
to be eligible to receive Medicare and Medicaid funds the facility must be certified by the federal
government. Certification is provided by the Federal Health and Human Services, Centers for
Medicare and Medicaid Services through a contract with the State of New York. Prior to
receiving Medicare or Medicaid funds a skilled nursing facility must be licensed by the State of
New York. The New York state data base indicates there are 44 skilled nursing facilities with a
total of 8.657 beds in Suffolk County, New York. The vacancy rate according to this data base is
6%' statewide. The data base for the Centers for Medicare & Medicaid Services and New York
Department of Health Services reports that there is 15 Licensed and Certified skilled nursing
facilities in a ten (10) mile area of Suffolk County. New York with a total 3.508 beds. According
to this data base, the vacancy rate for these certified facilities is 3. 1%. with 3.399 of the beds
being occupied and 109 vacant beds. Additionally, these data bases do not indicate a skilled
nursing facility exists at 125 W. Main St., Kings Park, New York, 11754.

A licensed to operate an assisted living facility is obtained through the New York State
Dcpartment of Health Services. Division of Home and Community Based Care. A number of
district offices for licensing assisted living facilities are located throughout the state. The district
office responsible for licensing an assisted living facility in Suffolk County, New York is located
at 3085 Veterans Memorial Highway. Ronkonkoma. New York. 11788. The address provided for
Rainmaker Managed Living is located in Suffolk. New York. The data base for Suffolk County
does not indicate the vacancy rate or the number of assisted living facilities located in that area.

Contact was made with the Department of Health Services. Division of Honic and
Community Based Care and the Dtvision of Quality and Surveillance of Nursing Homes. Lynn
Thornton at the Division of Home and Community Based Care was contacted at (5181 408-1132
regarding assisted living facilities. Ms. Thornton stated there was no assisted living facilities
owised or operated by Rainmaker Managed Living. She also rcferred contact to the local office at
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(2121)41 7-4440) Carla Maston at the local office alo verified thoi there were no assisted livine
facilities owned or operated by Rainmaker Managed Living. Contact was made with the Diisiot
of Quality and Surveillanceof Nursing Homesat (518)408-1267. Doris referred the call toDoug
Reilly at (518) 408-1628 who was not available for verification of information regarding skilled
nursing facilities in Suffolk County.

NATIONAL V.ACANCY RATES

The national vacancy rates were obtained from the American Health Care Association
and the National Center for Assisted Living. The average vacancy rate for skilled nursing
facilities (nursing homes) nationally is 13.2%. Thirty-four of the fifty largest nursing home
chains reported vacancy rates that range from 1.3 to 32%. The average vacancy rate for assisted
living facilities is 11.1%. Twenty-one of the thirty largest assisted living chains reported vacancy
rates of I to 25.7%.

DEMAND FOR SERVICES:

A number of studies and reports have been made regarding care for the elderly. The
Centers for Medicare and Medicaid Services released market updates on February 6. 2002 and
May 20. 2003. The market update for 2002 indicated that-several publicly held nursing facility
companies were struggling to emerge from bankruptcy and that investors were hoping for
stability within the industry based on growing demographics of the elderly population. This
report tndicated the average occupancy was 8 I %k. a vacancy of 19-k. Due to the canrging
demographics the demand is expected to increase the need for capacity, especially wshen the baby
boomers start reaching retirement age.2010 -2015. The market update for 2003 indicated profit
margins continued to decline after SI billion of federal Medicare add-on payment provisions.
The decline in profit margins as a result of rising insurance cost and aggressive litigation have
led to the exit of many nursing facility chains from states where liability costs are high. The
report also indicated three chains had filed for bankruptcy in the last six months.

One such study conducted by the Califomia Health Care Foundation projects that
Califomia residents age 65 and over will nearly double by 2025. This growth is a larger growth
rate than any other state or the Umited States overall. This report further indicates fewer beds are
being used because more Califomians are able to live independently or receive care at home.
This increased vacancy rate gives consumers greater choice in most areas of the state..
Additiotally. this report indicates that between 1999 and 2002. 160 California nursing homes
filed for bankruptcy.
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EXHIBIT A:

COMPAN :# #SNF/1
Y - SNF/N FACILI

F S
BEDS

Maor Care i 40846 _93
Genesis 23.814 194
HcalthCare

Copgation _ ' -
Extendicare 15.945 154
Health
Services
National 9.332 76
HealthCare
Corporation
Beverly 39.435 373
Enterprises _ , -
Kindred 32.97i r 255

i Healthcarc -_ 48
Advocat 5.108 t i8
Sunrise n/a n/a

jSenior

Emeritus n/a nta
Corporation
American n/a n/a
Retirernent
Corrxratic,,&

NF # # s # STATES PROrn1
TIE STATE ASSISTIV ASSISTIVE WITH MARGI

S WITH E LIVING LIVING ASSISTIV N t(1-IM)
SNF/NF BEDS FACILITIE E LIVING %,

32 5A459 70 32 + 7.23
13 1 2.138 23 n/a +4.11

13 2.009 41 i 9 +5.92

11 I 1.167 19 Inta +7.77

I

i

i .

i-

t

i

.

: . ... l

, .

26 1 n/a nVa n/a + 1.94
I.:

301 n/a j n/s nta +4.73

8 n/a I n/a n/a + 4.53
n/a I 43000 361 25 + 4.74

__'~~ I
n/a

n/a

18.200 ! 174 33 - 11.66

3.004 33 14 - 1.71

. ---1 -------- -
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Curriculum Vitae for Carl Bryant, RN, CLNC

P 01981411 Detail Oricnte
PChlasslerals Pfessinal Integrt

Produce Excellent work products
Committed
Dependable

p , _msskard Registered Nurse
AclwAvemimst Cetified Lopl Nurse Consultant

National CertifIcation as investigator
Trainer Certification
Certification tor Director of Staft Development for Nursing Homes

Liceuaae California Board of Registered Nursing, Register Nurse. 2400424 Active
Board of Nurse Examiners for the State of Texas, Registered Nurse, #501 63S
Oktatoorna Board of Nurse Registiatron and Nursing Education, Registered Nurse.
CR0039890

. _ Provide quality consultant semces to hnamsrer nn P itoi~ %M. , _ nn....- t-.-,
- emlRaIs 6 in lth Meca-egal aspects of hesthoare by being an eent resource in lIe

_ualcateans Licensing and Certification proces State and Federal regulations and policies and
procedures. Provided traing to providers. advocates, field. adeirnithstive. and
twadnaters staff on regulatory systems. Responsbe for over sight of field aff and
conducting on-Ste evaluations of heater faciitees to ae tei compliance with state and
ederal tlaws and reguatory requirements. Helwtare managertent included performance

Ql admiristrstive aid management duties stxh as fiscal planning of programs, budgeting.
Policies and procedures with evaluations. Personnel retions Included ieie
evatuating, tangs and staff development of enmplyees. Perforned administrative duties
and management d staf ile maintaining a tIo standerd of quality by formulating,
organiing and implreenting polcies and procedures for the Healttare Ferarring
Administration. Departnent od Heatth Services, a national firm and various facilities in
accordance with lederal end Stt regulations.

pyubnlomi 11MM - present CO _ERSTO EDICAL LEGAL CONSULTING,
E Cajon, Calftornia

_ 1 ~~~~~~~~~~~Lecata Nunce Cowloulant. Predident
Owner and president 0t medical legal cemu g hrm that assists the plaintiff and
defense attorneycLients and/or Heatlh Care Providers by screening or investigating
cases for mrenit while derfinrg con~r ance to regulatory codes. professional practices
and conmunity standards. Screening and investigation include reviswing. identifying.
summarizing end Interpreting retevant regulations. medical records. faci policies
and procedures and other documents as required.

Sti 1'96- 12/7/99 CALIFORNIA DEPARTMENT OF HEALTH SERVICES,
Sacramento. CAliornia



223

;lIuWV IIdUUUIrbuvVIy.lI et

FRAUD DiscoVERYv Phone-& Fx:
: I N S T I T U TE 1-888-300-8307

Health Facilrtv Evaluator It -PRECEPTOR/INSTRUCTOR
Responsible for developing and conducting statewide training programs for healthcara

providers, advocates. all field district office staff. regional
administrative staff and headquarters staff. Expert resource for
the survey and certification process through knowledge of
Licensing and Certification process, State and Federal
regulatirons, and programr/departmental policies and
procedures. Primary liaison to headquarters for identifying and
responding to field tralning needs.

10/1/90 -5/ 19 CAUFORNIA DEPARTMENT OF HEALTH SERVICES:San.
Diego, California

Health Facility Evaluator Nurse (HFEN)
Responsible for conducting on-site evafuations of health
facifitres to assure their compltiance with state and federal laws
and regulatory requirements. Such evaluations may include
hcensnglcerfification surveys. complaint and special incident
investigations, as well as pre-licensing complance review, and
other special evaluations as necessaryr

8/18/88 -10( 1/90 AMERICAN CLAIMS EVALUATIONS. INC.,
Jericho, New York

Westen Rearonal Operations Manaoer
Administrative position for a national third party medical
insurance auditing lirm. Responsible for 53 professional and 6
technical staff positirons throughout the 13 western United
States. Personnel management responsibilities included
interviewing, evalualing. training and staff development.
Analytical duties included fiscal ptanning of programs and
budgeting with evaluations. Information was developed into
reports with recormmendations for the vice presidents,
president, chief executive officer and chainnarman-thfe-board for
submission to the public utifities comrmission.

7/20/86 -8/18/88 FAVORITE NURSES OF SAN DIEGO.
San Diego. California

Intensive Care & Emeerencv Room Redstered Nurse
Responsibdlities included performing as a Registered Nurse for
hospital staffing purposes Adaptability and flexsibiity in:
performing duties in area hospitals under direction of different
management styles and personalities.

1 t/2085 -7/1 Sv6S HERMANN HOSPITAL, UNIVERSITY OF TEXAS MEDICAL
CENTER. Houston. Texas

Staff Nurse IV (Career.Ladder 1-6)
Nurse manager, responsibilities included sta development in
educational, clinical. and administration. Involved in budgeting.
stalling and scheduling. Developed policies and procedures in
a 1050-bed hospital. Evaluated and intennewed established
and potential employees for 32-bed intensive care unit.

12,22/82 -t /ti OKLAHOMA MEMORIAL HOSPITAL,
Oklahoma City, Oklahoma
Assistant Head Nurse
Assisted head nurse in unit operations of Intensive Cam Unit
with duties that included interviewing, recruiting, scheduling
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ADDENDUM 2 REPORT OF TOM LLOYD, ESQ.

MEMORANDUM

TO: Barry Minkow
FROM: Franklin T. Lloyd
DATE: June 13. 2005

RE: Rainmaker Realty Partners/Rainmaker Managed Living. LLC

PURPOSE OF MEMORANDUM: FACTUAL BACKGROUND

The purpose of this Memorandum is to summarize my findings after reviewing
documents supplied by you and a review of the contents of the "rainrnakerlifecare.com" website
(the "Rainmaker website"). Nothing i) this Memorandum is intended as legal advise or a legal
opinion.

DOCUMENTS REVIEWED

I. April 6. 2005. letter on Rainmaker Realty Group letterhead from Sidney F. Levine.
'Project Manager for the Managing General Partner of Rainraker Realty Group Alizera
Dilmaghani. Esquire" to "Rainmaker Partner.'

2. Purported Certificates for (i) 10 Units of Partnership Interest in Rainmaker Realty
Partners, April 1. 2004. and (ii) 3 'Bonus" Units in Rainmaker Realty Partners. LLC
(Non-IRA) to Erendira Cronkhite dated the same date..5

3. "Partner Information and History Record" (undated but apparently accompanying Item I)
showing regular and bonus units issued to Ms. Cronkhite. as follows:

I Issuer Ianee Date tnits
i Rainmaker Realt Prttners. April I. 2004 1ErndiCronkite 1/05/04 1 25

Rainmaker Realtv Patners. LLC. Api 2004 Erendira Cr nkhie I /05i04t 3 _
Rainmaker Realty Paners. Aprl 1.2004 Erendira Cronkhite 12/17/04 25

| Rainmaker Realty Partners LLC, Apjrii I.204 | Erendira Cronkhite 12/17/04 1 5
Rimaker Realty Partners. April I. 2004 rad ronkhite 01/1/05 -50

"Thes ceniikcatr are quite confusing. The titie at Ihe ttp is "Rainmaker Real Estate Partners. an operating unh of
Rainmaker Managed Living LLC - This language stwutd umply that the partnership was owned. organtced.t
managed by ihe LLC. Niolt of the ceniticate des.cribcs charasleristic of something called Rainmaker Reahy
Partners LLC. April .2(It)4.' There is no tlC v ith ihis natne tormed in the Statc *f Kew York accor ding to the
New York Dcpartment t,f St.IteC .*,ite. The 'tsnu .cenificaIt purportb he represent Unit. n Rainmaker Realt,
Pannco. LLC. April 1. 2(X. atl. as rnhtcd alsise. no u'ah entity cemnc t hase been fiarmed in the State ot Ness

York.
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Rainoaer Realty Partners. LLC. April 1. 200t iEendirn tCronkhate 01/3110. 5
Rainmaker ReallN Partners. A iprtl 1.20)4 ErendiraCronkhet 041)1/065 lo)
Rainnmaker RalrPsnnem. LLC. April I. 2004t Erendir Cronkhite 04/01/05 __7_
Total Uninptnsrstip - 110
Total Bonw. Units in LLC _ _ _ 17

4 "Important Notice to Members." dated March 25.2005. from Alireza Dilmaghani. Esq. of
Rainmaker Realty Group giving notice of the purchase of "Rainmaker Kings Park.";
The document included only page I of the contract of sale plus a 7 page rider (including
parcel descriptions) with copies of Items 5 through 7. below. attached.

S. Eight Certificates issued by the Smithtown Building Department with rcspect propeties
identified only by lot numbers,. some of which are illegible.

6. October 17. 2002. Certificate of Zoning Certificate of Occupancy issued by the Town of
Smithtown relating to change from single family residence to a non-conforming use for
Sunken Meadow Adult Home. 121-125 West Main Street - maximum 37 beds - issued to
S.M.A.H. Corp.

7. List of Rainmaker Managed Living LLC. Members of Record as of March 23. 2005.

8. 14 page section of rainmaker lifecare website entitled 'Welcome to Rainmaker" which
describes itself as a "report" and which recites that it is the sole agreement among the
partners (Partnership Agreement).

In addition to the written documentc. I did a "drive-by" of the Sunken Meadows facility at 121-
125 Main Street. Smithtown. I also searched the New York Department of Health licenses for
Managed Care for the Rainmaker. Kings Park. and Sunken Meadow names: and I checked the
New York Department of State website for entities named in the Documents Reviewed.

FINDINGS

' Units in Rainmaker Realrt Partners. LLC. Aptil 1. 2MP14. atc dccribed a, 'thniux Units" but seem ut be treated as
the same as Units in the partnership. See, undated "Partner Inftennation and History Record' whih purpns 1, ie a
summary (o Ms. Crnnkhites insestment taIus Therc seems sta bc in' such entity as Rainmaker Real}l Partners.
TI.C. April I. 24. (See. FINDINGS. Fntitie,. paragtaph 9.1

Thc matet ial shich I recised inctuded o~nl paueone of the purchase connact fonm S.M.A.H. Cotrp.. Seller. and
Rainmaker Managed Lising. I.tC. a. Purchaser. plus a six page dEknremnt entitled "Rider ii Cotntract oa Sale Dated
the Iblank I D:' of. March. 2005. "ith a parcel ,chedule attached
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Entities.

There is one person of interest and are ten name, of enities or possibic cntities
mentioned in the documents reviewed:

I. Alireza Dilmaehani. EsQ. Dilmaghani and his lawfirm. the Furman Law Finm. appear to
be the pivot point for all the Rainmaker entities. Dilmaghani is the managerS of
Rainmaker Managed Living LLC. Dilmaghani appears to be giving key legal advice on
securities and other legal issues as the "in-house" law firm of the "Rainmaker Realty
Group" (FINDINGS. Entities. Item 6). Because of his ubiquitous role in the Rainmaker
operations. Dilmaghani has the role of 'Promoter" with respect Rainmaker fund raising
activities.

2. Rainmaker Managed Living. LLC. This entity seems to he the key entity in the
Dilmaghani business structure. He is the "managing partner for the Rainmaker
programs" according to the "Welcome to Rainmaker" web page: and the 'managing
member" of Rainmaker Managed Living LLC according to the signature page of the
Rider to Contract of Sale (Documents Reviewed. Item 4).

3. Rainmaker Realtv. Use of this name is explained in the partnership agreement in the
section entitled "Construction of this Document." There it states that this will bc the
d.b.a. of the Rainmaker Realty Partners (presunsably all Rainmaker partnerships) "...in
association with Rainmaker Managed Living. LLC...." But this name also seems to he
used as a shorter reference to Rainmaker Realty LLC. See. FINDINGS. Entities. Item 4.

4. Rainmaker Realty LLC. This entity may sometimes be referred to as Rainmaker Realty.
is mentioned in the partnership agreement as the entity offering the Rainmaker
investment. It seems logical that the reference to Rainmaker Realty is a reference to
Rainmaker Realty. LLC rather than a reference to all the Rainmaker partnerships.
Undoubtedly this business is an affiliate of the Promoter. It appears to be the entity
licensed with the New York Department of State as a real estate broker under the name
"Rainmaker Realty LLC' of which Dilmaghani is the person holding the real estate
license. This entity does not appear as a licensee in the Califomia Department of Real
Estate wehsite.

5. Rainmaker Realty Partners 1, April 1. 2004. NYCAL The usages in the Rainmaker
website and other documents do not seem to be tightly controlled. There are many
references to 'Rainmaker Realty Partners. April 1. 2tI04" 9 and a few references to

iHe is refirred to as Ithe !managin General Partner of Rainrnakei Realtt Partners. April L. 2tt4. in the Lorine
tler Docunments Resiewt. Item tI: and he is reerred to as the Matagina giremter of Rainmaker Managed Living

LLC in fhe Signalure page of the Rider the Sale, Contract iDoeuments Reviewed. Item 41.

XOddl . perhaps mislakcnth. in ihe signature metign oi item I .f tIe Documenm. Cosered. this pannership- is
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"Rainmaker Realty Partners. April 1. 2004. NYCAL" It seems likely that thesc arc
intended to refer to the same entity and that is the cntity in which Ms. Cronkhite has
invested: but this cannot proved from the Documents Reviewed. This partnership and
others like it are the entitiec in which partnership Units are heing offered on the
Rainmaker wcbsite.

There are many references to "Rainmaker Realty Partners." It is not clear to what this
refers. In the section of the partnership agreement entitled "Registration with State or
Federal Sccurities Agency" this naune appears to refer to the partners of the partnerships
being offered by Rainmaker rather than to a specific partnership or series of partnerships.
This section describes Rainmaker Realty Partners as "specialized highbred I sil general
partnerships" (Welcome to Rainnaker. Rainmaker website). In that same page of the
website. in a section entitled "Why Invest with Rainmaker Realty Partners." Rainmaker
Realty Partners is described as having the duty to locate and inspect properties and assign
its professional managemcemt team to handle all the financial and legal concems as if it
were a single entity. In the same section it is also described as guaranteeing a 25%
annual rate of return to be paid monthly as if it were separate from the partncrship in
which interests are being offered. In the same section. it is described as offering the
opportunity for an investor to become part of a "safe and secure equity participation
ownership interest in New York City and Southem Califomia comrncrcial and
residential real estate...." Whether "Rainmaker Realty Partners" is a collective reference
to the individual Rainmaker partners or a collective reference to the Rainmaker
partnerships seems to depend on the context in which the words are used.

It appears that the partnership involved in the investment being offered-by the website is in
"Rainmaker Realty Partners 1. April 1. 2004 NYCAL" 4' and that it is variously referred to as
"Rainmaker Realty Partners. April 1. 2004. and "Rainmaker 4/1/04." It further appears that
Rainmaker I has 8 series' of securities one of which is Rainmaker Managed Uving. LLC an
entity apparently designed to meet the investment requirements of IRA and Keogh accounts
where the general partnership would not. There is no clear discussion of how these series work

rcfcrred to as an "a.k.a. of Rainmaker Managed tiving LLC. Normally an a k.. is a fictitious name. This is the
only reference thal indicates that the partnerhip is rot real.
"' Nothing in the documents reviewed indicates that the Partnership ha, any invetment in New York City reat
estate. The Sunken Meadows/Kings Park project is in Suttotk County. not in New York City. An odd thing about
the description of the Pannership iL that it does not seem to he in an% way limited lo assisted thing properies. See
"Rainmaker Realty Partners Overall Objicoires and Strategy. tnet ment Srategies' in the partnership agreement.
4' The Sunken MeadloA/lKings Park propent referred it in tlem 4 of the items reviewed is purchased h Rainmaker
Managed Living l.C. In the covering leter in that same Item 4. Dilmaghani desctihe. the partners on the attachd
list as owners of the faclity I Kings PaiLl under the Rainmaker 41/0A4& tl(C. umhnrella.' Rainmakeg 4111A14
appears it ts. a reference us Rainmaker Realts Partner t. April 1. 20tl4. NYCAL. This seemns t confinrmt hat the

wntership of an interest in that pannership is an indirect ownership thrttugb the Rainmaker umbretla. tt atns appears
that. aihhugh the formal name of the patirterhip contains a "I' this designation is sometimes left off in a hortened
reference to the same partnership.
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or inter-rclate but they are treated as one invcstment when the partnership agreemct states to
investors that "...You will receivc income from all cight (8) serics ol the April 1. 2(K)4.
programs.

The partnership agreement for Rainmaker Realty Partners 1. April I. 20(14. NYCAL begins with
the section entitled 'Rainmaker Realty Partners 1. Equity Participation Program. Assisted &
Adult Living Facilities" found on the Welcome to Rainmaker page of the Rainmaker website.
This section of the website is acknowledged in the signature page to the partnership agreement to
constitute the entire partnership agreement among the parties.

In this agreement, the scope of the investment activity of the partnership is described with these
words: "...seeks to acquire and operate commercial adult managed living, assisted living and
adult living properties and. including without limitation. officc buildings. shopping centers.
business and industrial parks and other commercial and industrial properties. or businesses
through outright purchase or leasehold" and the Partnership can "...originate or acquire interests
in mortgage loans, generally on the same types of properties it might otherwise buy. These
mortgage loans may pay fixed or variable interest rates." No standards are offered as to when
these investments may be made in lieu of the stated investment purpose of the Partnership.

6. Rainmaker Realtv Group. This is the name under which agents of Rainmaker Managed
Living LLC and Raiunaker Realty Partners 1. April 1. 2004. NYCAL sent the letters
described in Documents Reviewed. Items I and 4. I found no other reference to this
name4 as an entity and have assumed that it is not an entity hut is intended to - n--bu

all Rainmaker partnerships and LLCs operated wider the auspices of Dilmaghani and the
Furman law firm.

7. Rainmaker LLC. A reference to this entity is found in the "Welcome to Rainmaker' page
of the website in the next to the last paragraph of the opening statement. It is referred to
as "Rainmaker LLC. A limited liability corporation Isici" an entity "...which controls the
general partnership and fully shields you from all liability concerns" and the entity
through which the prospective investor receives "risk free participation." This is assumed
to be a sloppy reference to Rainmaker Managed Living LLC which is identified as the
managing partner in the section of the Agreement entitled "Who is the Managing
Partner?"

8. Rainmaker Real Estate Partners. The only place where I have found this name is on the
certificates of partnership Units (Documents Reviewed. Item 2). This name may or may
not refer to an entity different from Rainmaker Realty Partners. April I. 2004.

Rainmaker Reatt Panners 1. April 1. 21t4. NYCAL partn hip agrenent ection entitl'd " he Partnership.°
A Ne. Yirtk regi.trsuon(oralltI.tc under the name Rainmaker Group. LLC doe, not appear to he a related enmits.

It vt- fornmed August 5. 2(101. and ha, an addre,' of 170 Main Street. Farmingdale. NY 1173'5. No agent for
serstce of proce~s is given for it m the Departmento lState record,.
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9. Rainmaker Realty Partnctrs. LLC, April I. 2(X04. No entity having this name (with or
without the reference to April 1. 2(X)4) is registered in New York as a limited liahility
company. This entity name appears only on the "honume certificates. issued to M>.
Cronkhite. (Documents Reviewed. Item 2). This is discussed further in footnote 1.
above.

10. Rainmaker Programs. These words arc used in the second sentence of the "Welcome to
Rainmaker' web page. They appear to be a generic reference to the business of the
Rainmaker partnerships and LLCs being managed by Dilmaghani.

I I. Rainmaker Mortgage Program(s . This reference appears to refer to the activities of an
entity described on the Rainmaker wcbsite as 'Rainmaker Managed Living Mongage
Group. 4 1505. LLC." The website includes the operating agreement for this entity and
describes it as having been formed under the laws of the state of New York to engage in
mortgage lending to Rainmaker entities. The New York Department of State has no
record of such an LLC having been formed.

Plan of Business

Is appears that Dilmaghani has set up a web of entities with partnerships and LLCs
designed, on the one hand, to raise equity capital from investors to purchase and operate
managed and assisted living arrangements and other real estate investments and. on the other
hand. to provide services to the entities raising capital. In certificates signed by Mr. Levine.
Rainmaker Real Estate Partners (an entity that does not seem to exist) certifies that Ms.
Cronkhite is an investor in Rainmaker Realty Partners. April 1. 2004. an entity name different
from the partnership name in the Rainmaker website: and. by virtue of "bonus Units" an owner
of interests in Rainmaker Realty Partners LLC. April 1. 2004 (another entity that does not seem
to exist).

According to the Rainmaker website, the reason that the Rainmaker approach is so much
more profitable than the conventional adult home approach is because it is effectively
condominiumizing adult living projects. Rainmaker proposes to subdivide its adult living
facilities and sell them or lease them under long-term leases to inhabitants who will then own the
facilities as tenants-in-common.4' In this manner. it is clainsed. the risk of the investment is
shifted from the Rainmaker partners to the new tenants-in-common.45

As to ownership of the partnership propenies. the documents are contradictory:

I. In the setioni of tic patnnership agreciient entitled 'Overall Objectives and
Strategy." the statement is made that the pantiership" vill generally buy

" .See Rainmaker P'rtjevti. ni A-iin {l the Welomc to Rainmaker palsof tite Ramnmaker schsitc.
"See Real Estate tlecimemni lanagmen sei con of the Panwership Agreemcnt.
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direct ownershiip intcrests in existing or ncs ly constructed incorne-producitLt
propertics...."

2. Uter in the partnership agreement major section cntitled "Sccuritv of Real
Estate.'"' one of the most confusing statements in the document is made in an
attempt to explain how title to the properly will be held and the partnership
and partners protected. The statement first describes the process as "'. .one
wherein either Isici a trust is created with the existing partners name on the
trust addendum and the trust controls the property during the lease term or
until the property is closed." It isn't clear why a trust would be used just to
purchase the property (that is not the procedure used in the documents relating
to the purchase of the Sunken Meadow/Kings Point facility) and it is doubtful
that is the only purpose of the trust arrangement because the next sentence
states: "At time of closing or master lease inception the partnership is named
as the owner or master lessee I lessor? I and the partners are named in an
addendum U.C.C. filing or trust addendum as owners of the partnership
shares." This sounds like the trust arrangement remains in effect and the
interests of the partners are reflected in the trust agreement or an addendum or
have a security interest to protect their interests filed under the UCC laws4.
This seems to be indirect ownership where title to the properties stays in trusts
or other agents controlled by Dilmaghani and are at risk to the creditors of
those entities.

3. In the section of the partnership agreement entitled "Security of Real Estate"
there is a description of the six ways the partnership will obtain property.
None of them involves using a trust or other third party holding title to the
property for the partnership.

The offering assures that the investor will receive a 25% annual return from the outset
(prior to receipt of revenue from the operations from purchased properties) from income
generated from -...short term investments in real estate bridge loans, government securities.
foreclosed rollovers. income from the operations of the Managing partners law firm. proceeds
from collections on pending litigation. and consulting services to other third pan assisted living
and nursing facilities...."

The only transaction included in the Documents Reviewed is the purchase of the Sunken
Meadows Adult Home properly (referred to by Dilmaghani as 'Rainmaker Kings Point"). Item 4
of the Documents Reviewed was sent to 'All subscriber members of Rainmaker Realty Partners.

This -sienteni is rpeated sobatinm in a sutxiir nf the pannerhip apeemeni also entitled Sevurity Of Real
Estate -
' it s han] hos the pannethip, isestment in the prwey could he Lssented into petsntal pnipet) thai
v,,udd be prtecied by a UCC fitlm.
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April I. 2005." Apparctly it was sent to our client as a subscrihing member. According to.the.
certificates (Documents Reviewed. Item 2) our client has been a holder of Units since November
5. 2004. However. the list attached is a list ofrmembers of Roinmaker Mumiged hiting LLC
(emphasis added). Of course Ms. Cronkhite is not a member of that entity and is not included mn
the list of members attached to the Rider. There is no explanation in thc cover letter. of how Ms.
Cronkhitc has an ownership interest in the Sunken Meadow/Kings Point project since it is owned
by the LLC and she has no interest in the. LLC.

In summary. although the documentation is far from clear. it appears that-investors other
than IRA/Keogh investors are sold interests in a general partnership. This is done to attempt to
avoid having the offers and sales of the interests to investors characterized as securities under the
state and federal securities laws. IRA/Keogh investors are sold interests.in Rainmaker-Managed
Living LLC but there is no explanation as to why this is not a security. To buttress the "not a
security" argument. the partners are asked to vote on whether to purchase or not purchase each -
property proposed as a partnership investment by the managing general partner: But this seems-
to be the only instance in which the partners are even slightly involved in partnership affairs.
But the general partnership. while arguably solving the security problems, leaves the investor
with general liability. No investor wants general liability and it is unlikely the interests could be
sold if the matter were left there. However. the promoter attempts to solve this-problem by-not
having the partnership participate directly in the transactions but rather having it supply capital to
an "ownership agent" like Rainmaker Managed Living LLC or a trust set up for the purpose that
will enter into the purchase and undertake the obligations and risks of ownership. including any
mortgage payments that may be incurred in connection with the purchase. This might solve the
general liability problem but itdoes not provide a secure investment. The properties are in
possession and control of an agent.and subject to all the risks that-kind of structuring bring.

CONCLUSIONS

Securities Matters

I cannot tell whether the partnership agreement on the website is the partnership
agreement in which Ms. Cronkhite has purchased UniLS or whether the Rainmaker website -
accurately describes the representations that induced her to become an investor. However, as
structured. the partnership interests described.on the websile for Rainmaker Realty Partners 1.
April I. 2004. NYCAL do not actively participate in the management of the assets purchased and
therefore the transaction is not materially different from placing the investors money in the
hands of a manager to invest and pay a return. In addition. the interests of all the partners in all
the different partnership offerings contemplated by the partnership agreement are treated as
investing in a single investment program.

The argument that the interests are general partnership interests and not securities is based in pan
on the asscniou that the investors actively participate in the purchase of partnership assets
because a majority of them have to vote whether to approve a prospective investment. Although
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I have not seen what is pros ided to partners when their vote is sought. if the presentation does
iot provide enough information for the investor to make an informed decision. having the right
to vote is not tneaningftlly participating in management. A, an attempt to avoid the partnership
Units being treated as a security this effort fails.

Based on the characteristics of reliance on others to manage the investment and the public nature
of the offering of partnership Units. the Units described it the Rainmaker website should be
treated as a securities under both California and Federal securities laws. I do not know the blue
sky law of New York well enough to know whether New York has a different rule.

Securities Fraud Matters

When offering and selling securities, it is a fraudulent act to make false statements. It is
also a fraudulent act to omit to make a statement without which statements that are made will he
misleading. Here the offering documents are filled with statements that are misleading and
omissions which leave the statements made misleading. Some examples are:

I . The certificates issued to memorialize the investment in partnership Units are issued by a
non-existent entity and provide for Units of interest in a nonexistent entity.

2. The Rainmaker website. as a reason for investing. states: 'The security of having your
investment backed by multimillion dollar commercial real estate properties in the New
York City and Southem California market that are owned br ynour pannershiv."
(Emphasis added) It is clear from the offering documents that none of the property is
actually owned by the partnership. In addition there is no evidence that the partnership
has any property in New York City.

3. The Rainmaker website states. as a reason to believe an investment in the Units is safe.
that: "You will find that the proven results of Rainmaker and its highly specialized
highbred Isicl general partnerships arc a safe and secure harbor for investment capital."49
There is no track record provided from which to assess results of the Rainmaker business
model. "Safe and secure' implies that there are no downside risks but from the offering
documents. it appears that this safety and security is totally dependent upon the financial
strength of Rainmaker Managed Care. LLC and the Furman law firm for which no
financial information is provided.

4. The Rainmaker website states. as a reason to have confidence in the Rainmaker
management team. that: "Rainmaker Realty Companies National Development Services
team ais experience conducting market research. site selection. and development work
nationvide. We have working knowledge of available sites. local ordinances. and

Wue s e Rainenker pare ot Rainmaker rhbiie. introducanr paragraph,.
Wetemose (. Rainmaker page of Rainmaker ' ekiuc. inhrodscucry paragraph,.
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development standards. and have established key comtacts and resources in all major
cities in any of the fifty state and overseas. These kinds of broad assertions designed to
provide an investor with confidence in the experience and success of the promoter require
disclosure of track records and other factual materials from which these subjective
evaluations can he evaluated by the investor. None arc provided.

5. The partnership agreencent states:."The Equity participation program described herein is
not considered a public offering or a private offering of securities or a linited pannership
exempt from registration under and State or Federal securities act as the Equity
participants who become co-owners of any rights to any property purchased. leased or
lease-held by Rainmaker Reldry Parnery are co-owners with full control over any
property purchased. leased or lease-held by Rai,,iaker Realtm Partners.io (Emphasis
original). This opinion is not being given by an independent lawyer or firm. it is being
given by Dilmaghani. a lawyer acting as a principal in the matter. The opinion is
designed to give assurance to the investor that the investment does not have to qualify
under state or federal securities laws but it is based on a statement of facts that are not
true. The Equity participants are not "co-owners" and do not have "full control over any
property purchased .."

6. The so-called "highbred Isicl general partnership" format utilized by the partnership
involves substantial risk of loss of the property upon default of the agent in whose name
the property is held. There is no discussion of this risk.

7. There are substantial related party transactions implied in transactions described in the
website documents. There are no standards provided for related party transactions and no
restrictions on them and no discussion of the risks to the investors capital and earnings
that these kinds of self-dealing transactionls involve.

8. All of the partnership's rights will be dependent upon the 'trust" arrartgements to be set
up by Dilmaghani. There is no meaningful description of the terms of these 'trusts."

9. One of the "carrots' offered to investors that makes the Dilmaghani business plan unique
and favor for investors is convening existing Adult Living facilities into tenancy-in-
common ownership by those who would otherwise be using the facilities for a fee. This
is supposed to maximize values and transfer investment risk from the partnership to the
co-tenants. There is no basis given to believe that the New York Department of Health
will approve the conversion of adult livinge facilities to a tenants-in-common format. On
the face of it. doing sutch a conversion would put on the residents, some or all of whom
might be suffering cognitive impairment. a host of ownership problems and cooperative
management problems that seem dautnting. There are risks associated with the ability of

' Pannership Agrement. Regisr.asion with State or Federal Securides Agenrw.
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FRAUD" DISCOVERY info@lrauddiscovery.nei

I N S IT U T E Phone & Fax:
1-888-300-8307

prospective inhabitants to pay the kinds of prices required for the Rainmaker tenants-in-
common business model to be successful. Residents of these kinds of facilities are often
impoverished and would he unable to purchase tenants-in-common interests. Those who
are not impoverished usually continue to live in their own homes or apartments until they
would no longer meet the criteria for the Rainmaker projects (which require relatively
able residents in order to keep operating costs low). There should have been a substantial
discussion of these considerations.

10. The Rainmaker website asserts how profitable operating adult living facilities can be.
(See footnote 17.) No significant presentation is made about the risks to profitability of
operating such facilities. There is no discussion of levels of profitability being
experienced by others in the industry who are larger. better financed. and have been at it
lonrger than Dilmaghani and no discussion of why it is credible that the Dilmaghati
operation would provide the level of profitability claimed when. if it is achieved. vould
be better than any of its more established. more experienced, and better capitalized
competitors.

I1. The Sunken Meadow facility is described as "...a beautiful residential style facility,..."5t
In fact the facility is a well maintained but cobbled together combination of multiple
single family residences and additions that have been converted into an adult living
home. The New York Department of Health has licensed the Sunken Meadow facility
for 37 beds. This is not the '100 bed facility" on which the partnership's operating
profitability model is based.5'

12. The partnership projections of profitability are based on assertions of cost and
profitability for which no factual basis adequate to assess whether the projections are
credible is given. In addition. there is no discussion of the pool of prospects for the
partnership properties and what they can afford and the risk that the proposed rate
schedule cannot be met. The projections are also based on occupancy of 1,000 beds.
There is no discussion of how difficult it will be to reach the 1.000 bed level, how
difficult it will be acquire facilities that are around 100 beds each, or what affect owning
multiple smaller facilities like Sunken Meadows/Kings Park would have on profitability.

13. A guaranteed rate of return on an equity investment is necessarily dependent on the
financial strength of the promissor and the promise is Generally considered a fraud per se.
Here there is no disclosure of the financial strength of any Rainmaker entity or the
Furman law firm.

a wunmen t R i maerd. IteRm 4.
'-Welcome it) Rainmaker page o-f Rainmiaker web,ibc. Rainmaker Pro jeciions.
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ADDENDUM THREE
KRITEMAN EMAILS

----- OL 3'j..!--Ja JM-?:;5,19i: `6---

SenL: 5er:daby, Jurn-= s., :iuir : 76 * l

::b~en.: ;ie:;

':y wi.f a'id I arc rriall tioo iw.*-stors .hrecentl y distributcd
significar,n: sum (fcr us! to a con.pany by the name of Rainnaker Realtv.
They are ar; LLC based i;: New York- tLhat prokIdes a sigr..ra;-fnt return on
invested assets (3V')
They claim tc purchase residential properties and convert rher., to
nursing home facilities. We were promised copies of the deeds months
ago and I have personally requested this information without success.
Any help you could provide would be much appreciated.
Thanks.
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Subj: FW: Help
Date: 6/10/2005 1:23:57 PM Pacific Standard Time
From : '''-''--

To: .r

-Original Message
From: jkriteman~synergyconsulting. info
[mailto:jkriteman~synergyconsulting.infoI
Sent: Monday, June 06, 2005 9:25 AM
To: minkow@integrity.com
Subject: RE: Help

Barry.

I have pasted an email that was sent back in April and I can FAX you the
paperwork that we have received to date (approx. 30+ pages). What is
your FAX number?

Dear Rainmaker Partner:

We have sent your April 1, 2005 interest payment early based upon the
fact that Liz Checo our compliance manager who is in charge of sending
out the checks, will not be in the New York City office on the 31 st
which is the usual mailing day.

Liz will be in LaHabra with our inspection team. Note: As usual all
checks are dated the first of the month, in this case APRIL 1, 2005 be
sure io deposit same on tne appropriate date.

Also enclosed with the mailing you will find a copy for each partner of
the Kings Point purchase agreement which is the new property we own in
New York. You will see that the documents carry an addedum which
identifies every partner of record as of March 23, 2005, which will be
recorded on the deed. The Kings point purchase removes the Belle Harbor
property from our portfolio as part of the exchange you previously
approved. After reading the documents please e-mail your vote. All you
need to do is say in your e-mail is KINGS POINT APPROVED or KINGS POINT
REJECTED. I cannot close or apply for a license until you vote so please
do so ASAP.

The Strawberry Hill property contained mechanical systems failures which
resulted in our rejecting the facility as being to expensive to
rehabilitate. Kings point was our second choice from the Strawberry hill
search efforts and was purchased at very agreeable terms.

The St. Josephs Hospital facility continues in the mix, however it has
LUST problems. LUST stands for LEAKING UNDERGROUND STORAGE TANKS. The
facility also has asbestos tile on the floor and lead paint. These
problems are not deal killers in and of themselves. It means that the
$15 Million price tag will have to be reduced by about $2.5 million to
cover all the repairs and E.P.A. problems.

We are also investigating a new facility in Connecticut just up the road
from Strawberry Hill. This is a fully operating facility and meets our
needs in all aspects. When we get the paperwork I will then call for an
E-Mail vote on this proposed purchase.

Friday. June 10. 2005 America Online: MIRK CON 2
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When I take on the task of investigating a new property I am careful to
lead the team in a manner that protects our money. I look into every
nook and cranny. Once I find the problems (Almost every old building has
problems) I then make a decision. The process takes time but. I will not
take on a facility if the plant and equipment or the numbers do not
make sense from an investment standpoint.

The New Furman Law Offices are open in long beach. Address and telephone
numbers for the new office may be found by going to the new one stop web
site WWWF.fURMANLAWNYC.COM the addresses for all Furman Offices appear on
the first page to your right after the flash intro.

The partnership will officially close on April 1. 2005. at 12:01 AM.
Those of you wishing to make an additional subscriptiton must contact JJ
Conway at 301-831-7700 before the period of expiration.

JJ is also launching the new TIC Bed Sales unit in Long Beach. We will
now move forward with sales of the beds in our facilities for all TIC
clients. (TIC means TENANTS IN COMMON) If you know anyone who may be
needing assisted living space please call JJ or refer the person to JJ.
Existing partners who refer TIC clients will receive 25 BONUS UNITS free
of cost is the referral purchases a TIC bed..

Finally, the inspection team will be in Lahabra on Thursday March 30,
and Friday March 31, 2005. You are invited to tour the facility on
Friday March 31, 2005 at 1:00PM.

The address for the facility is The Gardens at Lahabra, 200 W. Whittier
Blvd, LaHabra Califomia, 90631. To find the facility go to MAPQUEST.COM
and input your address as well as the address above and your computer
will plot the quickest route for you.

This time is tentative and may change as the current owners are
concerned over a large group coming in. If the time changes we will let
you know by e-mail.

In any event please do not disturb the residents while you are in the
facility.

If you have any question please call me at 646-375-2348.

HAPPY PASSOVER and EASTER TO ALL OF YOU.

Thank you.
Sid Levine
Project Manager
For ALireza Dilmaghani
Managing Member/Partner.

Josh Kriteman
Synergy Consulting, LLC
310.264.6124

-Original Message-
From: Barry Minkow [mailto:minkow@integrity.com]
Sent: Monday, June 06. 2005 6:55 AM
To: jkriteman@synergyconsulting.info
Subject RE: Help

Hey Josh;

Friday, June 10. 2005 America Online: MRK CON 2
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I may be interested in your situation because I am currently looking
into
another company that buys and refurbishes houses at high returns. Do
you
have any paper work on this deal? Promised returns in writing, etc.
Also.
how many others have invested in it? Please let me know and thanks.
My best to you
Barry

-- Original Message--
From: Josh Kriteman [mailto:jkriteman~synergyconsulting.info]
Sent: Sunday, June 05: 2005 9:26 PM
To: info~frauddiscovery.net
Subject: Help

My wife and]l are small time investors who recently distributed a
signficant
sum
(for us) to a company by the name of Rainmaker Realty. They are an LLC
based in
New York that provides a signifacant return on invested assets (30%).
They
claim
to purchase residential properties and convert them to nursing home
facilities. We
were nrnmisp.d cnrnn:s nf the des4g mnnths agnn nd I hque personna!,
requested
this information without success. Any help you could provide would be
much
appreciated. Thanks.

Sent via the WebMail system at synergyconsulting.info



239

2i(1( li.elle. I larhtr Reside.nts. I .css Sinmon Stied Fiti $l (I NI

Rock~aviay,
- NY

runt ~A f PaceD D
~~~~~~~., 4,Of.0 .A'.m

Communit,
Columnists 200 Belle Harbor Residents, Lew Simon Sued

Sports
Calendar For $10 M

Obits
Letters An elderly Belle Harbor propet

Edrtorial owner has filed a $10 million
Contact Us lawsuit against 200 neighbors,

locf oal politician and a list of cit
Shopping Pages 6 officials claiming they violated

Classifieds M \ j_ 1 her civil rights. The Wave has
Classified Order '/learned.

Subscription e
Rate Card Attorneys for Estelle Simon sai

Neighborhoods '5 _. the City of New York. the
Pictures MDepartment of Buildings.
History Democratic District Leader Let

Organizations M. Simon and 200 as yet
Schools unnamed Rockawav
Links residents 'engaged ~in conduct

Thishouseonth econerof wherein they violated the
Online Obittary Newport Avenue and Beach 134 plaintiff's rights." according to
Arhie Serch Street is at the center of the 14-page suit filed in U.S. Distri

S c ontroversy. Court in November.

1

a
I

F~or local
cui eter iddlress

Meia

V1E~-r 1

a
ct

Search
Cotopit C I 9-

('Do

An Righ. Rued

Entail ls
Poll

What times do
yout think are
reasonable for
access to the
boardwalk?

6 a.m. to
10p.m.
6 a.t. to

midnight

no
restrictions

Vote

District Leader Simon has dismissed the suit. which was assembled in
such haste that 'United States" is misspelled, calling it 'frivolous." DOB
spokesperson Jennifer Givner said Corporation Counsel was reviewing
the complaint on behalf of the city.

At the center of the issue is the eld-erlv woman's one-family home at
402 Beach 134 Street. which drew the at-tention of community
members when signs seeking 40 investors at S10,000 apiece for a
condominium or elder-care facility at that location popped up on its
front lawn in early 2004.

A group of Belle Harbor residents, who don't want to see a one-family
home turned intoi a multi-unit struc-ture. filed complaints with the DOB
and sent petitions to elected officials. They also petitioned Community
Board 14. since its members would be in the position of approving or
denying any request for a variance.

Fliers calling for vigilance among neighbors -specifically citing the

http:/Avww-t.rockawave.com/'new~s/2004,'I 23 IiFront-Pagei003.html 10206,110/2005
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Subj: FW: Help-
Date: 6110/2005 1:23:54 PM Pacific Standard Time
From: cl.V,:t'gd-.
To: ,-! ,-. .-

-Original Message--
From: jkriteman~synergyconsulting.info
(mailto:jkriteman@synergyconsulting.info]I
Sent: Monday, June 06. 2005 10:45 AM
To: minkow@integrity.com
Subject: RE: Help

My cell is 310.562.5432, work number is below, I'm at work now.

Josh Kriteman
Synergy Consulting, LLC
310.264.6124

-Original Message-
From: Barry Minkow [mailto:minkow@integrity.com]
Sent Monday, June 06, 2005 10:42 AM
To: jkriteman@synergyconsulting.info
Subject: RE: Help

What is the best number to reach you at?

-Orsrginar; tmesesyge
From: ;kriteman~synergyconsulting.info
[(railto:jkriteman~synergyconsutting.info]
Sent Monday, June 06, 2005 9:25 AM
To: minkow@integrity.com.
Subject RE: Help

Barry,

I have pasted an email that was sent back in April and I can FAX you the
paperwork that we have received to date (approx. 30+ pages). What is
your FAX number?

Dear Rainmaker Partner:

We have sent your April 1, 2005 interest payment early based upon the
fact that Liz Checo our compliance manager-who is in charge of sending
out the checks. will not be in the New York City office on the 31st
which is the usual mailing day.

Liz will be in LaHabra with our inspection team. Note: As usual all
checks are dated the first of the month, in this case APRIL 1, 2005 be
sure to deposit same on the appropriate date.

Also enclosed with the mailing you will find a copy for each partner of
the Kings Point purchase agreement which is the new property we own in
New York. You will see that the documents carry an addedum which
identifies every partner of record as of March 23, 2005, which will be
recorded on the deed. The Kings point purchase removes the Belle Harbor

Friday, June 10. 2005 America Online: MRK CON 2
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property from our portfolio as part of the exchange you previously
approved. After reading the documents please e-mail your vote. All you
need to do is say in your e-mail is KINGS POINT APPROVED or KINGS POINT
REJECTED. I cannot close or apply for a license until you vote so please
do so ASAP.

The Strawberry Hill property contained mechanical systems failures which
resulted in our rejecting the facility as being to expensive to
rehabilitate. Kings point was our second choice from the Strawberry hill
search efforts and was purchased at very agreeable terms.

The St. Josephs Hospital facility continues in the mix, however it has
LUST problems. LUST stands for LEAKING UNDERGROUND STORAGE TANKS. The
facility also has asbestos tile on the floor and lead paint. These
problems are not deal killers in and of themselves. It means that the
$15 Million price tag will have to be reduced by about $2.5 million to
cover all the repairs and E.P.A. problems.

We are also investigating a new facility in connecticut just up the road
from Strawberry Hill. This is a fully operating facility and meets our
needs in all aspects. When we get the paperwork I will then call for an
E-Mail vote on this proposed purchase.

When I take on the task of investigating a new property I am careful to
lead the team in a manner that protects our money. I look into every
nook and cranny. Once I find the problems (Almost every old building has
problems) I then make a decision. The process takes time but, I will not
take on a facility if the plant and equipment or the numbers do not
make sense from an investment standpoint.

The New Furman Law Offices are open in long beach. Address and telephone
numbers for the new office may be found by going to the new one stop web
site WVW.FURMANLAWNYC.COM the addresses for all Furman Offices appear on
the first page to your right after the flash intro.

The partnership will officially close on April 1, 2005, at 12:01 AM.
Those of you wishing to make an additional subscriptiton must contact JJ
Conway at 301-831-7700 before the period of expiration.

JJ is also launching the new TIC Bed Sales unit in Long Beach. We will
now move forward with sales of the beds in our facilities for all TIC
dients. (TIC means TENANTS IN COMMON) If you know anyone who may be
needing assisted living space please call JJ or refer the person to JJ.
Existing partners who refer TIC clients will receive 25 BONUS UNITS free
of cost is the referral purchases a TIC bed..

Finally, the inspection team will be in Lahabra on Thursday March 30,
and Friday March 31, 2005. You are invited to tour the facility on
Friday March 31, 2005 at 1:00PM.

The address for the facility is The Gardens at Lahabra, 200 W. Whittier
Blvd, LaHabra Califomia, 90631. To find the facility go to MAPQUEST.COM
and input your address as well as the address above and your computer
will plot the quickest route for you.

This time is tentative and may change as the current owners are
concerned over a large group coming in. If the time changes we will let
you know by e-mail.

In any event please do not disturb the residents while you are in the
facility.

Friday. June 10 2005 Aminerica Online: MRK CON 2
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If you have any question please call me at 646-375-2348.

HAPPY PASSOVER and EASTER TO ALL OF YOU

Thank you.
Sid Levine
Project Manager
For ALireza Dilmaghani
Managing Member/Partner.

Josh Kriteman
Synergy Consulting, LLC
310.264.6124

-Original Message-
From: Barry Minkow 1mailto:rrinkoweintegrity.com]
Sent Monday, June 06, 2005 6:55 AM
To: jkritemanesynergyconsuting.info
Subject RE: Help

Hey Josh:
I may be interested in your situation because I am currently looking
into
another company that buys and refurbishes houses at high returns. Do
you
have any paper work on this deal? Promised returns in writing, etc.
Also,
how many others have invested in iR. Please let me know and thanks.
My best to you
Barry

-Original Message-
From: Josh Kriteman (mailto:jkriteman@synergyconsulting.info]
Sent Sunday, June 05, 2005 9:26 PM
To: info@frauddiscovery.net
Subject: Help

My wife and I are small time investors who recently distributed a
signficant
sum
(for us) to a company by the name of Rainmaker Realty. They are.an LLC
based in
New York that provides a signifacant return on invested assets (30%).
They
claim
to purchase residential properties and convert them to nursing home
facilities. We
were promised copies of the deeds months ago and I have personally
requested
this information without success. Any help you could provide would be
much
appreciated. Thanks.

Sent via the WebMail system at synergyconsulfing.info

Friday. June 10.2005 America Online: MRK CON 2
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Subj: FW: Rainmaker
Date: 6@1012005 1:23:45 PM Pacific Standard Time
From: .
To: *

---- Original Message-----
From: jkrteman@synergyconsuling.info (mailtDojkriteman@synergyconsulting.info)
Sent: Monday, June 06, 2005 3:15 PM
To: minkow@lntegrity.com
Subject: Rainmaker

Barry,

Here is the info you requested on the broker:

James Joseph Conway
100 Oceangate 14th floor
Long Beach, California. 90802
Telephone: (562)-216-5088

The address of the facility in New York is (it is supposedly titled to Rainmaker Managed Uving, LLC):

121-125 West Main Street
Kings Park, NY 11754

My wife is going to meet with the broker tomorrow afternoon in Long Beach, is there anything she should ask him
specifically? She also contacted Sid Levine at Rainmaker, he indicated that the property in La Habra hasn't
dosed yet due to I1031 exchange deals/issues'. When she asked about a financial statement he said we would
have it by the end of June. Their new website is rainmakerlifecare.com: had some time at lunch and discovered
this article as wet.:

Thanks again for your help.

Josh Kriteman
Synergy Consulting, LLC
310.264.6124

Friday. June 10. 2005 America Online: MRK CON 2
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Subj: FW: Rainmaker newspaper-ad
Date: 6/1012005 1:24:33 PM Pacific Standard Time
From: I'!
To: : '2::.-s'.A i........£

---Original Message-----
From: jkriteman@synergyconsulting.info [mallto:jkriteman@synergyconsulting.info]
Sent: Tuesday, June 07, 2005 11:18 AM
To: minkow@integrity.com
Subject: RE: Rainmaker newspaper ad

January 30. 2005:

Josh Kriteman
Synergy Consuting. LLC
310.264.6124

--Original Message----
From: Barry Minkow [maflto:mInkow@integrity.com]
Sent; Tuesday, June.07,.2005 11:13 AM
To: jkrlternan@synergyonsurting.info
Subject: RE: Rainmaker newspaper ad

One more thrrg. Do you have the date 'his ranr

---Original Message -----
From: jkrlteman@synergyconsuIting.info [mailto:Jkriteman@synergycorsulting.lnfo]
Sent: Tuesday, June 07, 2005 10:32 AM
To: minkow@Integrity.com
Subject: Rainmaker newspaper ad

Ranm

My wife found the ad! It was in the Los Angeles Times Classified section under Investment
Opportunities. It reads:

30 Year Old Successful Law
firm Seeks Partners in 6 new
Assisted Living RE develop-
ments, Hi-yield retum, Inv
Guar by TrustDeed $50 min
Call Mr. Green 310.831.7700

Josh Kriteman
Synergy Consulting. LLC
310.264.6124

Friday. June 10. 2005 America Online: MRK CON 2
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Subj: FW: Rainmaker newspaper ad
Date: 6/10/2005 1:24:18 PM Pacific Standard Time
From: rr':,k;;'r.q'it.
To:. :;-S2.r*,

----- Original Message-----
From: jkriteman@synergyconsulting.info [mailto:jkriteman@synergyconsulting.info]
Sent: Tuesday, June 07, 2005 11:30 AM
To: minkow@integrity.com
Subject: RE: Rainmaker newspaper ad

On the way.

Josh Kriteman
Synergy Consulting. LLC
310.264.6124

---Original Message--
From: Barry Minkow [mailto:minkow@integrity.com]
Sent: Tuesday, June 07, 200S 11:25 AM
To: jkriteman@synergyconsulting.info
Subject: RE: Rainmaker newspaper ad

Nice w.,rkJ'osh--now a copy by iax if you ^a1

----Original Message-----
From: jkriteman@synergyconsulting.info [mailto:jkriteman@synergyconsulting.info]
Sent: Tuesday, June 07, 2005 11:18 AM
To: minkow@integrity.com
Subject: RE: Rainmaker newspaper ad

January 30. 2005'

Josh Krileman
Synergy Consulting. LLC
310.254.6124

-- Original Message--
From: Barry Minkow [mailto:minkow@integrIty.com]
Sent: Tuesday, June 07, 2005 11:13 AM
To: jkriteman@synergyconsulting.info
Subject. RE: Rainmaker newspaper ad

Orce mrc--e thing. Do you have the ctate this ran^

--Original Message---
From: jkriteman@synergyconsulting.info
[mailto:jknteman@synergyconsulting.infoI
Sent Tuesday, June 07, 2005 10:32 AM
To: minkow@integrity.com
Subject: Rainmaker newspaper ad

Barry,

My wife found the ad! It was in the Los Angeles Times Classified section under
Investment Opportunities. It reads:

Friday. June 10. 2005 America Online: MRK CON 2
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30 Year Old Successful Law
firm Seeks Partners in 6 new
Assisted Living RE develop-
ments, Hi-yield return, Inv
Guar by TrustDeed $50 min
Call Mr. Green 310.831.7700

Josh Kriteman
Synergy Consulting. LLC
310.264.6124

Friday. June I--.2005 Ainerica Online:.MRK CON 2
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ADDENDUM FOUR
CORPORATE RECORDS

THIS DATA IS NOT AN OFFICIAL RECORD OF THE DEPARTMENT OF STATE OR THE STATE
OF NEW YORK. LEXISNEXIS IS NOT AN EMPLOYEE OR AGENT OF THE DEPARTMENT OF

STATE OR THE STATE OF NEW YORK. THE DEPARTMENT OF STATE DISCLAIMS ALL
WARRANTIES, EXPRESS OR IMPLIED, REGARDING THIS DATA.

NEW YORK DEPARTMENT OF STATE

Company Name: RAINMAKER MANAGED LIVING SMHC KINGS PARK LLC

Process Address:
THE LLC

116 W. 23RD STREET, STE. 500

NEW YORK, NY 10011

Type: DOMESTIC LIMITED LIABILITY COMPANY

Status: ACTIVE

Status Comment: INCORPORATION/APPLICATION FOR AUTHORITY/ARTICLES OF
ORGANIZATION/NOTICE OF REGISTRATION

Standing: NOTE: GOOD STANDING STATUS CAN ONLY BE DETERMINED BY PERFORMING A
SEARCH IN THE RECORDS OF BOTH THE DEPARTMENT OF STATE CORPORATION RECORDS
AND THE DEPARTMENT OF TAX AND FRANCHISE.

Filing Date: 4/21/2005

Duration: PERPETUAL

County: NEW YORK

Date of Incorporation/Qualification: 4/21/2005

Registered Agent: ANTOINETTE M. WOOTEN, ESQ.

Registered Office:
116 W. 23RD STREET, STE. 500
NEW YORK, NY 10011

Corporation Number: 3194166

Microfilm Number: 050421000222

History:
Type: ARTICLES OF ORGANIZATION (DOMESTIC LIMITED LIABILITY COMPANY)
Effective Date: 4/21/2005
Microfilm Number: 050421000222
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THIS DATA IS FOR INFORMATION PURPOSES ONLY. CERTIFICATION CAN ONLY BE
OBTAINED THROUGH THE SACRAMENTO OFFICE OF THE CALIFORNIA SECRETARY OF

STATE.

CALIFORNIA SECRETARY OF STATE, LTP/LLC RECORD

Company Name: RAINMAKER MANAGED LIVING LLC

Business Address:
100 VILLAGE SQUARE CROSSING 103
PALM BEACH GARDENS, FL 33410

Type: DOMESTIC FILING

Status:. ACTIVE

Filing Date: 1/27/2005

State or Country of Incorporation: CALIFORNIA

Registered Agent: h3 CONWAY

Registered Office:
1129W 2ND ST
SAN PEDRO, CA-90731

Members, Managers, Partners:

Management: ALL MEMBERS ARE MANAGERS

Filing Number: 200503110012

THIS DATA IS FOR INFORMATION PURPOSES ONLY. CERTIFICATION CAN ONLY BE
OBTAINED THROUGH THE SACRAMENTO OFFICE OF THE CALIFORNIA SECRETARY OF

STATE.

CALIFORNIA SECRETARY OF STATE, LTP/LLC RECORD

Company Name: RAINMAKER MANAGED LIVING MORTGAGE GROUP 41505 LLC

Business Address:
116 W 23RD STREET STE 500
NEW YORK, NY 10011

Type: DOMESTIC FILING
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Status: ACTIVE

Filing Date: 4/26/2005

State or Country of Incorporation: CALIFORNIA

Registered Agent: JAMES CONWAY

Registered Office:
1129 W 2ND STREET
SAN PEDRO, CA 90731

Members, Managers, Partners:

Management: ALL MEMBERS ARE MANAGERS

Filing Number: 200511910004
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Copyright 2005 ALM Properties, Inc. All Rights Reserved.
New York Law Journal

January 14, 2005, Friday

SECTION: DECISIONS; Pg. 25

LENGTH: 163 words

HEADLINE: Appellate Court Decision;
By Santucci, J.P.; Miller, Spolzino and Skelos, JJ.

BODY:
People, etc., res, v. Daniel Mathison, ap Motion by Alireza-Ditnaghani, the attorney
probating the will of Daniel C. Furman, to relieve The Furman Law Firm as the.attomey for
the appellant on an appeal from a judgment of the Supreme Court, Kings County, rendered
September 9, 2003, and for the assignment of new counsel to represent the appellant on
the appeal.

Upon the papers filed in support of the motion.and the papers filed in.relation thereto, it is.

ORDERED that the branch of the motion which is to relieve The Furman Law Firm is denied
as unnecessary [see CPLR 321[c]]; and it is further,

ORDERED that the branch of the motion which is for the assignment of new counsel is
denied; and it is further,

ORDERED that on or before March 4, 2005, the appellant shall either retain new counsel and
notify this court in writing that new counsel has been retained, or move for the assignment
of counsel.

SANT UCCI, .P., S. MISLLER, SPOLZINO and SKELOS, 3., o Sur.

LOAD-DATE: January 24, 2005

SUPREME COURT CIVIL SUITS FOR-NEW YORK COUNTY, NEW YORK

CASE-NAME: KYLER, SEAN
v.

FURMAN, DANIEL C. (THE ESTATE OF) AS SOLE PROPRIETOR OF THE
DEFUNCT FURMAN LAW FIRM OF NYC AND AUREZA DILMAGHANI, INDIV,
AS GEN. COUNSEL FOR THE NOW DEFUNCT FURMAN LAW FIRM OF NYC, AND
AS PROBATE.COUNSEL FOR THE ESTATE OF DANIEL C. FURMAN AND L.
PAMELA CHECO, ET AL.

STATUS: ACTIVE

ACTION: OTHER

REQUEST FOR JUDICIAL INTERVENTION: 02/14/2005-

INDEX-NUMBER: 4001862005

JUDGE: ACOSTA, ROLANDO T.
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l:9: Bar. Akssociatins

Ins mnessage has teen rCanned foIr kno ves.

Frorm Banry Minkaw
To: mukon2@aol.cam

Subject FW: Bar Assomilaons

Date: Sa, 11 Jun 2005 15.22:16 -0700

------ ariginarl Mesrage----
Frxn,: Patterson, Joel isaiirc:CT~ycisre-o.co..

-r.t: Werdnendc.d JuriC e;, 293' lc*G. 9;:
l's: rsinko:Ai*ntegrity cm
S.bject: Bar Assoiatior~ s

I finally zcrfirnred Alirez.' r NY Bar Associatio.. I could n.t, hoeer,
find anything for Sydney Levine - but he's listed on the Furman website as
an 'Agent for the Managing Partner.' H meay not even I.e an attorney at all.
Also, I could not find anythinq in BY fur Antoinette Wooten - tlnough I
believs she's in, the NJ Bar Association /N4 oritortunately doesn't poItr their

.mt-.H r 5 i .

Ileu York State Attrry Directory - Search Fqrail

aS of 0E!/2054

Pegiutratiur. Vunter: 201043'

ALIP.E3A. tILF!AGPA'IT
FEiMAN LAW FIPRM
11i W 'ilD ST FL 5TH

NEW f-CPil NY 10011

l646: 375-:2E'

Year Aaitted in 14Y: 1?9'
A4Ftellate Divisio::
Depert'rene of Admission:

Law School: BRIGHAM YOUNG U,
FRegistration Status: Currently registered
Plext P.egistration: Dec 2005

http:/dO4.webmaiLIoL.com/display-mecc. 0esp~x 6116/200'
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Raininaker Matiaged Living LLC ADDENDUM SIX
WEB SITE

RAINMAKER MANAGED LIVING, LLC

tiorne 1031 Independent Living Realty Partners Mortgage Partnt

*aivinriaker N Managed L..iving L.LC
Corpor aite L egai l)epartmnet i

Hello, my name is Atireza Dilmaghani, I
am an attorney licensed in the State of New
York. I am General Counsel of The
Rainmaker Managed Living, llC,
Corporate legal Department.

Idrior to joining Rainmaker Managed
Living, LLC, I worked at the Furman Law
Firm in New York City, whichbwas operated by the
late Daniel C. Fuirman. Esquire, Attorney at Law,
who passed away on March 17, 2004. 1 was .staff
attorney with the Furman Law Firm and as.sumed
the role of interim General Counsel of the Furman
Law Firm, for the purpose of administering the
Furman Estate from the date of Mr. Furman's
passing until November i6., 2004, when the
Fuirman Law Firm ceased operations, as dictated
by law due to Mr. Furman's death.

I administered the Furman estate and had
ministerial control of the estates assets which
included the Furman Law Firm and other legal
and real estate entities-wherein Mr. Furman had
an interest. The estate now has a court appointed
guardian ad litem who wil have oversight
regarding the heirs of the estate.

'lMe name Furman Iaw Firm may no longer he
utilized by operation of law as the name part ner is
deceased. The Furman Law Firm attorneys and
their expertise have been absorbed by the
corporate legal department of Rainmaker
Managed Livng, LLC, so that we will be in full
compliance with the Rules of the Surrogate's Court
as they apply to the estate and the ethics rules of
the Supreme Court of the State of New York.

MAIN OFFICE NEW VORi
Rainmaker Managed-Livw
Headquarters Corporalt I
l epartment

i j6 W. 23rd Street Corner
Avenue
Fifth Floor, Suite 5oo
New York, NY ioot
(646) 375-2269

NEW JERSEY OFFICF.
Rainmaker Managed Livih

New Jersey Corporate IAe
Department
744 Broad Street, i6tb no
Newark, New Jersey 071i0:
Telephone: (9q3) 735-272.-

CAIl VORNIA OFFICE
Rainmaker Managed Livii
West Coast Corporate Leg
Department
moo IOceangate 14th tloor

'ALo Beach, California, 9i
Telephone: (562)-216-.ro8

http://wwwx.aimunakerlifec~e~conmjbomc.hun /flifimooms
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Rainmaker Managed Living LLC

The expertise and level of ledicatiton previously
exhibited by the former Furman Law Firm have
not beIen diminished in any way, by my transitiom
to corwroate counsel at Rahunnaker Managed
Living. LLC. My staff and I are here to serve your
needsw ith the same expertise, professionalistn,
dedication and careful enwsideration you have
come to expect.

Please feel free to contact nve at 646-375-"69 or
E-mail me at RMLCORPLEGAL@aol.con. 'Thank
you.

C) Copyright 2005, Rainmaker Managed Living.
LLC, All rights Reserved

hup:/Awww.inmakai rlifecare.com/bome.htm 6/9/2005
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Rainmakei 1( 3 1 Exchange

-8 ̂ ;l firt i <i;1)78kls eu: tHome
Power ofRainmaker.

1031 Requirements

Rainmaker Managed Living LLC [California I 031 Types
is a 103 I-T.I.C.lTenancy in Conmuon] program Contact Us
operated under the expertise and professional guidance of Rainmaker
Managed living LLC Managing Member Alireza Dilmaghani, Esquire, Attorney
at Law. General Counsel of the Furman and Dilnaghani P.C. Law firm of New
York City. The Furman and Dilnaghani P.C. law< firms legal staff. manages all
of the combined Rainmaker Programs nationally giving you a safety net never
before experienced iany 1031 exchange program. -Your hard earned assets
are backed by the well earned-reputation and professional license-of a highly
experienced and caring real estate attorney.

Rainmaker Managed-Living LLC [California] utilizes a T.A.C. concept for the
financing and- management of Independent Living, Assisted living, Nursing
Home, Retirement Communities and-Life Care properties nationwide. -The
program allows any size exchange from a minimum of * 250,000.00 to
$25,000,ooo.oo. Each exchange involves units in one of more micilites. These
units are managed by Rainnaker Managed Living Ll.C under a master lease
that pays you a mainimum of 25% interest annually which you receive monthly
in your mail box or if you so desire-wired directly into your bank account.

You wil discover that the Rainmaker Managed Living LI.C l California] 1031-
I.l.C. program, when coupled with the guaranteed mininmrn annual return of
25% interest, paid monthly, allows vou to safely put your money to workfor
you earning a secure. guaranteed rate of return that you will lo'c.

Utililizing the Rainmaker Managed living LLC [Californial 1031 T.LLC.
program you have an opportunity to join Rainmaker and share in the following
benefits:

http:/Avwwwsainimakerlifecare~conp/ramnmakenIO 3 I/ 69206/9/2005
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Rainmaker 1031 Exchange

o 25% Guaranteed Annual interest

paid monthly.

° The security of high Quality real estate investments in nationally
recognized high growth areas induding Southern California & New York
City real estate.

o Risk free participation through the Rainmaker Managed Living LLC.
[California]

o The ability to cash out at anytime.

http://www.rainmiakerlifecare~coni/rainmakerI 031 / 6/9/2005
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Strengih ot RaimmiLlcr

t ic:' St I lethal ii 4!t tt~tiF)s lHome

Power of Rainmaker

From start to finish. the Rainmaker team 1O31 Requirements

is on your side.Long before you actually to31 Types
sell your current property the Rainmaker Contact Us
team is hard at work structuring custom-designed packages to suit your

needs.

The Rainmaker team assists you in locating a qualified intermediary to
hold your assets. (Inetnmediaries are also known as Accomodators or
Facilitatorsc.

IThe Rainmaker team makes sure that your 1031 needs meet the
requirements of IRC. Section 1031 as set forth in Starker . Commissioner

(6o2 F.zd 1341 119791).

The Rainmaker team assists you by offering various properties under
what is commonly referred to as the Three property element so that you
will have various properties available for your consideration and decision
that suit your financial and tax needs.

The IRS requires an investor to identify the replacement property(s)

within 45 days from closing on the sale of a relinquished property. The 45
Day Identification Period begins on the closing date, and the replacement

property must be properly identified in a letter signed by the Exchanger

and received by the Qualified Intermediary. Closing must be within i8o
days between the sale of the relinquished property and the purchase of
the replacement property. THE 18o days also runs from the closing date

thus the actual math is 45 days plus 135 days.

Rainmaker state of the art expertise:

Rainmaker's Foremost Acquisition Team:
Rainmaker's potential for uncommon property performance and profit
starting with the initial "buy."

Rainmaker's Top flight acquisition team is composed of top shelf legal and
real estate professionals with decades of disciplined integrity legendary

http://www.rainmakerlifecare.conrainmakerlO31/raimnaker-strcngth btJ i
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Strength ot Rainmaker

value hunfing expertise as property buyers.

o Rainmaker's war chest allows Rainmaker to be a fast. all cash buyer.
o Rainmaker is viewed by brokers a nd seller's as i "Buyer of Choice."
o Rainmaker's foremost Asset Management Team:
o Rainmaker's Extensive

experience in advising clients in

the buying and t:rin round

of value-added properties in

markets nationwide.

0 Rainmaker's officers co-invest

in each project.
o Rainmaker will never market a

program unless the officers of

Rainmaker prove the programs value by investing in the program.
o Rainmaker subscribers enjoy the henefits of all these ingredients. which

very few if any of our peers has the ahility to match.

http.flww~w.minnmakerlifecare.comjraimnaker 1 3 lhrainmaker-strenoth.hitm
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Rainmaker 1031 Requiremenis

7( .i J it.t" 'i;I

iii I At l-Home

Powerof Rainmaker

The Rainmaker Realty Partners Tenant in 1o31 Requirements
Common [T.1.C.J 1031 program is a form of 1o03 Types
holding title to real property. It allows the Contact Us
owner/owners to own an undivided fractional interest in the entire property.
In addition, it has become the preferred investment v ehicle for real properl-v
investors who vish to defer capital gains via a 1031 exchange and own real

property without the management headaches.

T rne investment property marketplace is over 4 trillion dollars

o In California, 90% of all investment properties listed and sold over 3
million dollars were involved in a §103t Tax-Deferred Exchange

o Most non-institutional investors, (individuals.) are not familiar with the

strict provisions of the IRC §1031
O owner age shift: 17o,ooo reach the age of 65 daily

i )ii.adl .lja ii~gec's (onCzX 'e-fintiL ii.4 tia 1 .) tmi I I. I -is i li 1I sl, ii

o lower returns on less desirable properties

o Difficult to comply with § 1031 45-day rule

o Exchanger must locate property.

o Difficult to match § 303i exehange-debt and equity

o Investor must negotiate and arrange loan

lexpensive and time-consuming property managemncit

° Cash flow; depreciation, and appreciation potential

° Ability to use the § 1031 exchange again

A Ability to refinance and distribute proceeds 'tax free"

1/103 _ _ W-eire~nets ~
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Raiiunaker 1031 Rcquirenteils

° Higher retutrns onl institlutional-quality properties

°Lasy to CelmphY with § 1031 4.5-day ID rukle
° Rain aker provides properties

Easy to match § 1031 exchange debt and equity

o Rainmaker Prearranged financing

° Professional property management
o Cash flow, depreciation, and appreciation potential

o Ability to use the § 1031 exchange again

o Ability tU refinance and distribute proceeds -tax free"

http://lwww%.rainmakerlifecare.comlranmnakerI 0311103 1 -rerWll I.--N. N.~ 4 fopQ~l-q
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Raiininakcr lypec

.7{: X ',It a fit

a.jk4 X ;i^.sStils lt {i~t'gitHome
Power of Rainmaker

in a delayed exchange under Section 1031, 1031 Requirements

the property currently owned is called the 1031 Types
"relinquished" property and must be Contact Us

exchanged for like-kind "replacement" property.

Properties must he held for investment or used in a business. The IRS uses

the term "like-kind" to describe the type of properties that qualify. This

definition covers a v ast variety of developed and undeveloped real estate.

Properties which are clearly not like-kind are 'held for sale." The relinquished

and replacement properties need not have identical functions (i.e. both be

apartment complexes or conmmercial strip centers).

The IRS requires an investor to identify the replacement property(s) within

45 days from closing on the sale of a relinquished property. The 45 Day

Identification Period begins on the closing date. and the replacement property

(s) must be properly identified in a letter signed by the Exclianger-and received

by the Qualified Intermediary. Closing must be within i80 days between the

sale of the relinquished property and the purchase of the replacement

property.

i (o, t i i'F'' v)'v

A Simultaneous Exchange occulrs when the relinquished (sale) property and

the replacement (acquired) property are transferred concurrently.

http:/twww.rainnmkerlifecame conm/ruimnaker f3'I M!(fl -'w o""
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Rainntaker Type.

The delayed exchange is the nmust universalI exchange, safely providing
EIxchangers with flexibility tbe acquisition of replacement property or
properties.

Th1 ltaxpaycr ean choosc to miake repairs or add structural improvenmietS as
part of the replacement property. While these types of exchanges can be
complicated and cumbersome, they can alleviate cash-flow and exchange
residual issues.

iteve'-(- ~udd -: Sit

As in a traditional reverse, the replacement property is acquired before the
relinquished property is sold. The newly issued Revenue Procedure (REIV.
Proe.2000-37) provides a safe harbor for reverse and reverse build to suit
exchlanges entered into on or after September 15, 2000.

hbtpJ/Awwwmrinmakerlifecare.comilainmakcrlO3 1/103 1-typesbhtr 6/9t2"5
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Cotitact Raitinmaker

' ; I . '~ !, Ii i l.;t'

Home

Power of Rainmaker

1031 Requirements
Contact Us 1031 Types

Name: Contact Us
.,._ .._,_,.. ... ... ... ... .

Email:

2Commcnts:

This is a partial list of qualified intermediaries. It is provided to assist you in

your search-for an intermediary. This list should not be considered a

recommendation by Rainmaker Managed Liviig l.LC [California] of any

particular intermediary.

IPX - Investment Property Exchange Services, Inc.

50 California Street, Suite 3550 -

San Francisco, CA 94111

I'hone (415) 399-1590

T'oll-Free (888) 771-1031

Fax (415) 399-1S40

1031 Corp., Inc.

.t2oo East High Street

htip://wwwsrainmiakerlifecare.corn/ainmaker 103 1/contact.htm /n206/9/2005
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Contaci Rainrnaker

Suite 217

Pottstowfn, PA 19464

Tel: 1-800-828-1031

Fax: (61o) 970-2258

Asset Preservation, Inc.

4160 Douglas Blvd

Granite Bay, CA 95746

Toll Free: (800) 282-1031

Phone: (916) 791-5991

Fax: (916) 791-6003

Independent Exchange Services
i8o Montgomery Street, Suite 6oo

San Francisco, CA 94104

Phone: 800.939.1031

North American Exchange Company
Corporate Headquarters

2185 N. California Blvd.. Suite 270

Walnut Creek. CA 94596

PH: 800.736.1031

FAX: 800.382.9718

TImcor Financial Corporation

11s50 West Olympic Blvd., Suite 425

Los Angeles, CA 90064

(800)966-1031 - Toll Free

(310) 479-1550 -Voice

(310) 479-2005 - FAX

Diversified Exchange Corporation
4250 Executive Square. Suite 400

La Jolla. California 92037-9105

T'elephone (858) 658-8908

Toll Free (866) 634-1031

Facsimile (858) 658-8929

http://www.rainmakerlifeea ejn~ann1aerI3 l/contacthtm 6/9/2005



265

Comact Rainmaker

Southwest Exchange Corporation

23-70 Corp~ortae Cirvle Suite 1ibo

11enderson, NV 8907,4

Phone 702-454-1031 01o 800-827-9t150

Fax 702-454-72i6Z

Raininaker Mianaged Living.llA2

New York City Headquarters

i t6 W. 231d St

Suite roo

New York. NY loon

htw:/www.rainmakerlifecare comrrfainmakerlO3l/contact~bim
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Cost Free Retiremeni - Rainmaker Maniaged Living

Rainmaker Independent Living
Rainmaker Managed Living LLC

Communities

L; N IIg I.f I te~i ts

Home

Independent Living Facts

Rainmaker T.I.C. L.LC.

Property Based TIC

Cashed Based TIC
' Virtually Free Retirement if you own a Contact Us

honme

* Increase the value of your assets if you own property
* Keep your property for your heirs
' Travel to any Rainmaker Location
* Raininaker swap prograns allow you to maove to warnmer climates
* Rainmaker is a AIN-WIN programn for everybody

io' SIvts~t -.1 il Cosi trk-u retitirellietl?

All you need is a modest cash nest

Cmg or your own hone. Rainmaker

TIC/I I.C, will show you how to retire
to one of our independent living
residences with the security of
knowing your hard earned property

__ t aassets will be preserved.
W e manage your home for the

benefit of your estate so that your loved ones will be able to inherit your assets
instead of w asting those assets on a nursing home or assisted living center.

Why let assisted living Centers and nursing homes take your hatrd e arned
aLssets and freedotn. Its your estate and vottr money. Take charge of it.

Lnjoy virtually free retirement with Rainmaker TIC/LLC.

hutn:l/www.rainmaklerlifec ar connrahimakeroasisttedlivins/ .Q7~t.14nors
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Cost Free Retirement -Rainmaker Managed Living

Call Rainmnaker Independent Living today at 646-375-2064 and ask for

Seamnus McNally or Sidney L. evine to obtain all the answers to your questions

for free with no obligation.

hftn-/&ww rainmakarerifera-ro.enimait.f,-Irnc cenr-
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independent Living Facts

Rainmaker Managed Living, LLC
Cost Free Retirement

Home

Independent Living Facts
itidt~ptnclitils ~iA' lng ldalS RainmakerT.I.C. LLC.

Property Based TICtoday, about 1.5 million Americans live in
. ~~~~~~~~~~Cashed Based TICour nation's 1 7,00o nursing homes and

Contact Usassisted living facilities. More than go percent
of America's nursing home and assisted lhinig residents are over 65. Thlree nut
of four nursing home and assisted living residents are women.

The problem is most senior residents do not need the services of assited
living or nursing homes. what they need is INDEPENDENT LIVING CENTERS
or a mixed use community that offers all three.

Rainmaker communities offer independent living in a studio apartment with
private bath and shared supervised kitchen facilities. if over time you need

oi e ca.n e yvun auitturatican-y transfer to toe nearest bed in a Ra inmaker
Assisted Living community. If you eventually need full supervision nursing
care services. you will be automatically transferred to the nearest available bed
in a Rainmaker Skilled Nursing facility. l hese upgrades in care are TOTALLY
FREE OF ADDllThONAL CHARGE. Once you book a 'I'IC studio suite thats it. Pay
one time and never pay again for standard services. And if you use an existing
property to fund your purchase you retire virtually for free and your family
keeps your property for the estate.

Rainmaker facilities are first class resort or home style facilities offering
every amenity and every form of entertainment and activity.

As Rainmaker communities come on line you save money hy hioking PRE-
NEED. Pre-Need is where you book your studio suite while the facility is under
construction for as little as $ 250,000.00 for life time care. Studio suites
booked after the facilites are completed cost 25 to 50 percent more.

http:Hwww.rainTnakerlifecare.conVraiTtmakerassistefflivine/facts.htm <WnO^;
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Independeint Living Facms

'tIlle folling fIcIs Nill shilt No that yam lamy not need Assisted tiviaag or
Nursing curec al. this stage in vour life. Thle best part is that should you eer
develop the need for assiled or skilled full care yvo receive it for no adiit(inal

charge. read the facts and judge for yourself where you desire to LiVl.!

'TIhe typical nursing ]ioute and assisted living resident is a woanan in her 8o's.

who shows rmild fornts of mnmory loss. Althoughi physically healthy for her age,

she needs help with ahout 4 of S activities of daily living (eating, dressing,

bathinig, walking, getting out of a bed or chair, and toljeting).

According to recent reports the -

average cost of a nursing home stay

in the United States is $153 per day,

(Rainmakers study shows the figure

is actually *181.24) but there are
large variations from mnetropolitan3

area to metropolitan area, according

to a recent market: study released by

the MetLife Mature Market Institute. Manhattan is the costliest at $295 per day

(Rainmakers study shows the figure is actually $345.50) for a private room

while the Hibbing, Minnesota area is the lowest at $9o. ''lle stidy found that

the cost of a home health care aide was $i6 per hour nationally. Hloue health

care is most expensive in Hartford, CT at $24 per hour and least expensive in

San Antonio, TX at *12 per hour. The report includes average daily nursing

home costs and hourly home health care aide costs for various cities

throughout the country.

THE FIG URES S7A'7ED ABOVE ARE FOR 'ASSISTED LIVING-". rHE

FIG URES INCREASE GREA77,Y WHIEN 71'IA1, NURSING CARE TS
EA CIORED) IN.

I ,11t I 1 1'v1'111 Ssii

Long-term care is a range of custodial, social and medical services proiided
to those who call no longer live independently. They may need the care because
oifillness, accident, injury or aging.

htti)://www.rainmakerlifecare.conYrainmakerassistedlivinp/facts.htm 61(nM5
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Independent Living Facts

'I'here are. t1wi reasons to nc 1 losig-ternm care I .I C):

o. You have cognitive impairment (menital imnpairinent willh a physical c;iuse,

such its Alzheimer's, Parkinson's, sti-oke or head bijury) and need

someone to supervisc you; or

2. You need assistance with "Actiities of Daily Living" (AD1s). I'here aire six

ADl'Is: lBathing. vot li ence, dressing. eating. toileting, and transte rriaug.

Tranusferrinag means getting in and out ofa bed or dmair.

Long-term care is different from 'acute care." Acute care is health care. It is

received from a doctor or hospital because of illness, disease or injiny. Thc

goal is to cure.. Health insurance pays for acute care.

The objective of L'C is "caring rather than curing." Most people needing
long-term care need it for the rest of their lives.

05% of L.TC is "'ustodia.l care." Custodi;ul care includes assistance n ith

Activities of Daily Living and supervision needed by those with cognitive

impairment. Not all long-terim care is custodial but all custodial care is long- -

term care.

1-WN&Odial &-U MN ;.euu.Co u,.n1eaKeraSeCit-t Jcuuftoing, cienalnin1g9. coires

(fixing your house, mowing your lawn), companionship, help with medications

and other services.

Non-custodial care is usually skilled care. provided, by nurses and speech.

physical and respiratory therapists.

Long-term care is provided in homes, assisted living facilities, adult day care
facilities, hospices and nursing homes.

It is not just the elderly who need LVt: 40% who need assistankce at home and

:to% of nursing home residents are under 65.

Vic,3Ing _m _ I.glI rm

T'here are two ways to pay for LTC:

httn:/Iwww.rainmakerlifecare.con/rainmakerassistedlivine/facts.htm dnvfremnmrn
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Indepesidenm Living FaCLs

Out of;tssel s or i tclikeThere aire ilnulIW prol)Cemis witlh this srategy, N.t

need to l1e rich to aifoird the costs. eVve: then. it ptils you at risk .f
CAMlnIsting vItuI' filndS. l puts yor nSpoU se at risk if there is not enhligi
for both of you. It redutes wvhat you can leave to your heirs.

2. Medicaid is a governuncrit w elfare pi'ogrutnl that pays ltlC .expcnscs fi-n
pour pco pl. if you are poo r this is you sbi est optionI.

There are many downsides t. Medicaid. Medicaid fI'uded l.TC is hard to fuind.
Both spouses must be impoverished before Medicaid will pay. You will have
your assets confiscated by the government to repay the expense of your

retirement.

Population Iactls

Nursing facility providers in the United States(t)

* 1,813,665 total nursing facility beds;

* 16,995 total nursing facilities;

* 13 pereent of facilties are hospital-based;

*52 percent of facilities are part of a chain ("Chain" fadilities are owned or
leased by a nmulti-facility organization.'lThe rIemainilIg facilities are
individualhl owned and operated);

107 facility bed size (average);

* *3 percent nursing facility occupauey rate.

Nursing facility ownership in the United States (i)

* 66 percent for profit:

27 percent not-for-profit;

7 percent government.

Nursing facility direct care staff in the United States (i)

53 total direct care staff (average);

*35 certified nurse assistants (average);

i I licensed practical nurses; (average):

6 registered nurses (average).

htt:/w%%w~ainakrtiecre~omraimaems.;~lfelv~nlfc~, s
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Indepenidcm Liviiit FNcts

Nursing facility special care beds in the Inited States (i)

* o.066 Itoala special care beds; incimling

('65,34 Alzieimer beds:

3.ot : AI IS beds;

4,304 Ixoi)ice bheds:

* 5,69t ventilatori heds;

* 26,746 other special care beds.

Elderly Population in the united States (4)

' The elderly population, ages 65-74 is 7 percent (18.759,000 people) of the

total population;

* The elderly populations ages-7584 is 4 percent (]1,145,000 people)-of the
total population:

* The elderly 85 mad older are 1 Percent (3,625,000 people) of the total

population; and

' The total elderly population, aged 65 and older is 13 percent of the total
population.

hntp://www.rainnmakerlifecare.comfrirtinmaerassistedlivinwffp.,! ''--
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Rainmaker Tenamns In Common

Rainmaker Managed Living, LLC
Cost Free Retirement

Home

Independent Uving Facts
-Ail-il! 5 j Al 1 Rainmaker T.C. LL.C.

The Raininker T.I.C. program allows you to Property Based TIC
own your share of the facility you desire to live Contact Us
in. This is called Tenants In Common. [T.I.C.]

The Rainmnker T.l.C. program allows vou to control the ever rising costs of
retirement care by obviating the high cost of insurance and lawsuits based
upon the unique nature of the Rainmaker limited Liahility Corporation. The

ItL...c.?l

'ow Otws i aftinaker IndepefI :ent IiViig I ictliI ;'tnu

o1"her assisted living 'lt~"ciltiei'?

tndependent living facilities are designed to assist elderly and retired
persoVIs who are able to care fin themselves except for a few activities. Assisted
living facilities are often deemed necessary whenx the person in question needs
help preparing meals, bathing, dressing, performing household chores, is
sometimes confused, or is experiencing memory problems. The problem is you
have no control over your environment and you feel like a prisoner. You are
stuck in one facility until you leave there or pass away. When you leave or pass
on your family gets nothing. All the hundreds of thousands of dollars you paid
are down the drain.

Whv artl kii'atlakcr Retireriwelt ( osimatinities Speci;?

Over the years many people have bad encountered various types of less than
favorable treatment by different care facility operators. Rainmaker Managed
Care, .LLC designs all of the Rainmaker independent living, Assited Living anat
Skilled Nursing Facilities to be top shelf operations. Rainmaker facilities will

, -'. (h, -. , .. " .. I - , -.. .".- -." . ". -.-f - -. - -. . 7.
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Rainnmaker 1'euants In Cominoji

be the best of the bes. When a fainily hears the word Rainmaker Ihey knov

their loved one will be receiving the best ofeare. Our philosophy is simple.

Lower proivtiiargins created by pitinpilg dollars back into the facility a nd

ancnitics mean higher carnings as all our facilities will have waiting lists and

the increased clieutele will niwe than nuaie tip for the lost revenue used to

crestle a top shelf' facility.

T'he big difference is you are-not a

nameless faceless tenant. You are a

part owner of the fticility. You decide

what happens on a day to (Jay-basis.

When you leave or pass on your

Rainmaker TIC LLC share reverts

back to Raininaker. Xou are -

contractually guaranteed that you or your estate will be refunded the unused

portions ofvyou purchase price up to month number i21. Thereafter the return

is -o)- but all future. care at anv level of care is F~REH.

As new Rainmaker facilities open tip worldwide you can vacation-at any
fn.gilitv fov firee oil A snare avndlahlrt basis and transfer to anyv facility onasne

available basis.P1re. Need booking saves you almost 5o percent.

Rainmiiaker is awin-win situation for every-one. Youre-tire -for feeadou

estate keeps your hard earned assets for your loved ones.

http://www.minniakerlifecarp-.conilrainmakc-7,,,z;�-,-,�l:,,;--f-,'--�',- --
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Property Bascdl lTenants In Comnnoul

Rainmaker Managed Living, L1
Cost Free Retirement

Home

Independent Uving Facts
R5,8t~nnuist >'f'0jii'1{\R inaaker T~r.l.C.-L-C.

_ _ _'. __. C_'. Property Based IC

Cashed Based TIC
At this time property based TIC (Tenants in Contact Us

Common) ownership requires that you own
existing property which can he pledged against, the purchase of your
Rainmaker Managed Living LLC unit. The current P'e Need cost of a studio

unit is *250,000.00 per person. After construction is completed costs mtay be
as much as 25 to 54) percent higher.

If you own a property with at least $ 250,000.00 in equity Rainmaker will
execute a ananagement contract with you for the property. Rainmaker will then
place a mortgage against the property for $ 250,000.0) which will he used to
pay for your unit subscription in a Rainmaker lacility.

Rainmaker will then place a qualified tenant in your property and managt
the property for as long as you hold your unit. The normal length of most loans

are. to years. with a 30 year amortization and a full balance ballon paynment at
the final payment.

If the tenant defaults Rainmaker picks up the payments until a new tenant is
tfund.

ANOTE: UfIT PRICF.S SLJIBF.TO r CHAN GE WTfIOUT NOTICE.

hAUPW14wwrainmnakerlifecare comhdainnuakerassisaMdivi o/m-O-tv.$ LA....k 4100rVW
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Cash Based Tenants hi Commoni

Rainmaker Managed Living, LLC

Cost Free Retirement

Home

Independent living Facts
Rainniaknetb. C.atshi basted !.IA. Rainaker T.I.C. LaC.

Property Based TIC
Rainmaker Facilities offer a special selection Cashed Based TIC

Cashed Based TIC
package of studio suite amenities when the c
subscriber LCCM books a facility OPTION
SUBSCRIPTION prior to the facility conming into the Rainmaker portfolio.
Rainmaker will at times option properties and determine if the market
supports the property purchase.

These special option subscriptions are held in an attorneys trust account
pending closing on the property. Upon closing the property transfers to
Rainmaker and the subscriber who then takes possession. If the facility option
is relinquished the subscriber may assign his or her subscription option to

monthe- anertationn l fheility n futures 641ity. ifixtuiree nntl o re*< e ect t

receive a FULL REFUND at the subscribers sole discretion.

At this time, cash based TIC (Tenants in Common) ownership requires that
you have cash available to pay for you unit subscription. The curent cost of a
unit is $250,000.00 per person. Pre Need booking is encouraged which will
save you 25 to 50 percent of the costs you wili encounter if you book after the
facility is completed.

You pay $ 250,000.00 which will be used to pay for your unit subscription in.
a Rainmaker Facility.You receive the same benefits as property subscribers
under the same i2a month draw contract terms and conditions.

UNfITPR ICES SUB&JECTTO (iC4ANG.E wrlo0 IT NOTI CE.

hftw://www.rainmakerlfecarc.com/rairnmakerassistedlivineJcash-based-tic~htm 69206/9s2005



277

C2iLtact Rainmnaker

Rainmaker Managed Living, LLC

Cost Free Retirement

I iviilg. IA C

Home

Independent Living Facts

Rainmaker T.I.C. L.LC.

Property Based TIC
4 -

Cashed Based TIC

Contact UsContact Us

Name:

Email:.C. . . .

commealls:

Rainmaker Managed Living LLC
ti6 W. 23rd Street

Suite 500

New York, NY iooi i

Telephone: (646)375-2348

Facsimile (646) 375-2235

E-Mail ddlgvino5pa. oIeom

hnto://www.rainm~akelijfecare coniramnakerm;istedlivine/contactbht
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RAINMIAKER REAL.TY PARTNERS - Assisted & Adult Living Facilities

Welcome to Rainmaker Managed Living LL

As you read this program report you will see that the expertise and professional guidance of thf
Rainmaker Managed Living LLC Corporate legal staff, gives you a safety net never before experienct
You will discover that the proven results of Rainmaker, coupled with the guaranteed.minimum annu
return of 25% interest, paid monthly, allows you to safely put your money to work for you earning .
secure, guaranteed rate of return that you will love.

After reading the Rainmaker Program Report you have a limited time opportunity to join Rainm;
and share in the following benefits.

* 25% Guaranteed Annual interest paid monthly.
* Antlopated Rate of Return for the first year of 37%
* Antidpated Rate of Return for the second year of 49%
* Anticipated Rate of Return for the third year and each year thereafter of 60%
* The security of having your investment backed by New York City real estate.
* Risk free participation through the Rainmaker LLC.
* The ability to redeem your shares at anytime after the partnerships closes.

I thank you for your time and consideration of Rainmaker. Please feel free to contact Sid Levine
myself directly at 646-375-2348.

RAINMAKER REALTY PARTNERS I
EQUITY PARTICIPATION PROGRAM

ASSISTED & ADULT LIVING FACILITIES

APRIL 1, 2004

PROJECTIONS
THE PROJECTIONS USED IN THIS STUDY ARE NOT TO E

RELIED UPON BY A PROSPECTIVE PARTNER TO THE
RAINMAKER PROGRAM

Nursing Home Facts

htup://www.rainmakerlifeare-com/jetypartneijKQfV ~ monrncn
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RAINMAKER REALTY PARTNI.RS .Assisted & Adult Livine Facilities

Today, about 1.5 million Americans live in our nation's 17,000 nursing homes and assisted living fa(
More than 90 percent of America's nursing home and assisted living residents are over 65. 88 perce
America's nursing home and assisted living residents are white. Three out of four nursing home and
assisted living residents are women.

The typical nursing home and assisted living resident is a woman in her 80's, who shows mild forms
memory loss and dementia Although physically healthy for her age, she needs help with about 4 of
activities of daily living (eating, dressing, bathing, transferring, toileting).

Over her lifetime, she's saved about $20,000 for retirement. The average cost of nursing home care
$72,000 per year. She Is, therefore, unable to afford the care she needs after six months and will b,
forced to rely on Medicaid .

To qualify, she must spend down her assets so they total no more than $2,000. Two out of every th
nursing home residents rely on Medicaid .Every 8 seconds, an American baby boomer (those bomr
between 1946 and 1964) turns 50. By 2030, one in every five Americans will be a senior citizen.
Americans 85 and older are the faster growing segment of the national population. From 1960-1994
group increased by more than 274 percent. Americans 85 and older are the heaviest users of long-t
health care services. Longevity is expected to rise for all ages. More than 15 percent of Pennsylvani;
residents are 65 or olderi Two out of every five Americans will need long-term care at some point ir
lives. In 1996, the average cost of a stay in a nursing home was $41,000 per year, it is now $72,00
Only one in four Americans can afford private nursing home care for one year.

The average stay in 1995 for a nursing home resident was 2.3 years. It has been predicte
by 2007, the demand 16urpng AMAe beds iLt exceed Methnplyr

On average, 9.8 out of 10 beds in certified nursing homes and assisted living centers in America are
occupied. In Pennsylvania, more than 98 percent of beds in certified nursing homes were occupied I
March 2000.

In 1995, America's nursing homes were 87 percent full. Most nursing homes (66 percent)
operated for profit and more than half are operated as part of a chain.

Here are the overageA airl nursing hoqneP sts per market for a private room:

Alaska (Statewide), AK
Birmingham, AL
Montgomery, AL
Uttle Rock, AR
Phoenix, AZ
Tucson, AZ
Los Angeles, CA
San Diego, CA
San Francisco, CA
Colorado Springs, CO
Denver, CO
Hartford, CT
Stamford, CT
Washington, DC
Wilmington, DE
Jacksonville, FL
Miami, FL
Orlando, FL
Alpharetta, GA

$419.80
$123.36
$139.34
$117.00
$173.60
$188.61
$162.27
$194.46
$311.96
$151.80
$151.80
$273.13
$331.44
$230.60
$184.54
$150.60
$194.00
$152.80
$138.07

Lexington, KY $156.20
Louisville, KY $141.84
New Orleans, LA $128.65
Shreveport, LA $95.56
Boston, MA $232.10
Worcester, MA $263.00
Baltimore, MD $183.11
Silver Spring, MD $176.40
Brunswick, ME $211.60
Detroit, MI $136.97
Grand Rapids, Ml $160.80
Minneapolis, MN $184.58
Saint Paul, MN $203.04
Kansas Cty, MO $120.83
St. Louis, MO $133.21
Jackson, MS $124.01
Billings, MT $144.00
Charlotte, NC $160.95
Raleigh, NC $149.40

Akron, OH $17f
Cleveland, OH $184 '

Columbus, OH $18;
Oklahoma City, OK $13,
Tulsa, OK $14E
Eugene, OR $19E
Portland, OR $15S
Philadelphia, PA $204
Pittsburgh, PA $18E
Scranton, PA $16!
Providence, RI $204
Charleston, SC $13E
Columbia, SC $14o
Dell Rapids, SD $12,
Memphis, TN $15E
Nashville, TN $18;
Dallas, TX $14f
Fort Worth, TX $14S
Houston, TX $13S

htmW:www.raininakerlifecar co/elvate-
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RAINMAKER RE ALTlY PARTNERS -Assisied & Adult Uving Facilities

Atlanta, GA $155.83 Fargo, ND $187.43 Salt Lake City, UT $13,
Honolulu, Hi $215.16 Omaha, NE $205.00 Arlington, VA $21'
Des Moines, IA $224.80 Manchester, NH $207.20 Richmond, VA $17f
Boise, ID $160.00 Bridgewater, NJ $222.00 Rutland, VT $19;
Chicago, IL $171.53 Cherry Hill, NJ $248.94 Seattle, WA $18!
Highland Park, IL $186.07 Albuquerque, NM $189.15 Spokane, WA $174
Peoriai IL $166.60 Las Vegas, NV $158.70 Madison, WI $184
Fort Wayne, IN $168.20 'New York, NY $345.50 Milwaukee, WI $18B
Indianapolis, IN $164.75 Rochester, NY $234.82 Martinsburg, WV $16'
Wichita, KS $127.43 Syracuse, NY $230.19 Worland, WY $141

AVERAGE: $181.24 ($5,618.44 Per Month)

* RAINMAKER'S BASE OF OPERATIONS MARKET

ElderWeb.com Newsletter
August 23, 2000

The following Is taken from the ElderWeb.Com newsletter a respected authority on eldere
You wlil see there figures are remarkably similar to the Rainmaker Study.

The average cost of a nursing home stay In the United States is $153 per day, (Rainmakers study Si
the figure is actually $181.24) but there are large variations from metropolitan area to metropolitan
according to a recent market study released by the MetLife Mature Market Institute. Manhattan Is tt
costliest at $295 per day (Rainmakers study shows the figure Is actually $345.50) for a private roor
while the Hibbing, Minnesota area is the lowest at $90. The study found that the cost of a home hee
came e!de was $IC -er hour natlona!!y Homne heaftth care !- rn^t exp-nsv In Harto CT at S,24 p
hour and least expensive in San Antonio, TX at $12 per hour. The report includes average daily nun
home costs and hourly home health care aide costs for various cities throughout the country. .

RAINMAKER REALTY PARTNERS ASSISTED LIVING CENTER PROJECTIONS FOR THE RAINMAKER
FAciLTIES IN NEW YORK CITY. THESE ARE MINIMUM AMOUNTS:

Supervised
Independence RAINMAKER STANDARD PACKAGE "Al

$4,500.00

Minimal
Assistance RAINMAKER STANDARD PACKAGE "B"
$4,750.00

Moderate
Assistance RAINMAKER STANDARD PACKAGE "C"
$5,000.00

Extensive RAINMAKER STANDARD PACKAGE "D"
Assistance

htipi/www.rainmakerlifecarc-com/realtvr~aryery/ -P ,An1
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$5,250.00

Total
Assistance RAINMAKER STANDARD PACKAGE "E"
$5,500.00

THE FIGURES STATED ABOVE ARE FOR ?ASSISTED LIVING?. THE FIGURES INCREASE GREATLY a
TOTAL NURSING CARE IS FACTORED IN.

Long-term care is a range of custodial, social and medical services provided to those who can no lor
live independently. They may need the care because of illness, accident, injury or aging.

Th.e rq.rtwq. tQ rJee ong-fto rocar-ei1,ICQ

1) You have cognitive Impairment (mental Impairment with a physical cause, such as Alzhelmer's,
Parkinson's, stroke or head Injury) and need someone to supervise you; or

2) You need assistance with 'Activities of Daily Uving" (ADLs). There are six ADLs: Bathing, contine
dressing, eating, toileting, and transferring. Transferring means getting in and out of a bed or chair.

Long-term care is different from 'acute care.' Acute care is health care. It is received from a doctor
hospital because of illness, disease or injury. The goal is to cure. Health insurance pays for acute ca

The objective of LTC is 'caring rather than curing.' Most people needing long-term care need it for t
rest of their lives.

95% of LTC is 'custodial care.' Custodial care Includes assistance with Activities of Daily Uving and
supervision needed by those with cognitive impairment. Not all long-term care is custodial but all
custodial care is long-term care.

Custodial care also includes homemaker services (cooking, cleaning), chores (fixing your house, mo
your lawn), companionship, help with medications and other services.

Non-custodial care Is usually skilled care, provided by nurses and speech, physical and respiratory
therapists.

Long-term care is provided in homes, assisted living facilities, adult day care facilities, hospices and
nursing homes.

It is not just the elderly who need LTC: 40% who need assistance at home and 10% of nursing horr
residents are under 65.

Thrie are two ways to pay jar LTC:

1. Out of assets or income

There are many problems with this strategy. You need to be rich to afford the costs. Even then, it p
you at risk of exhausting your funds. It puts your spouse at risk if there is not enough for both of yc

hltn:I/www.rainmakerlifecare com/realtvnartnerq/ c lanc
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reduces what you can leave to your heirs.

2. Medicaid

Medicaid is a government welfare program that pays LTC expenses for poor people. If you are poor, -
is your best option.

There are many downsides to Medicaid. Medicaid-funded-LTC is hard to find. Both spouses must be
impoverished before Medicaid will pay.

Nursing facility providers in the United States(l)

* 1,813,665 total nursing facility beds;
* 16,995 total nursing facilities;
* 13 percent-of facilities are hospital-based;
* 52 percent of facilities are part of a chain ('Chain' facilities are owned or leased by a multi-fa

organization. The remaining facilities are individually owned and operated);
* 107 facility bed size (average);
* 83 percent nursing facility occupancy rate.

Nursing facility ownership In the United States (1-)

* 66 percent for profit;
* 27 percent not-for-profit;
* 7 percent government.

Nursing facility direct care staff in the United States (1)-

* 53 total direct care staff (average);
* 35 certified nurse assistants (average);
* 11 licensed practical nurses (average);
* 6 registered nurses (average).

Nursing facility reimbursement In the United States (1)

* 8 percent Medicare;
* 68 percent Medicaid;
* 23 percent private pay.

Nursing facility special care beds In the United States (1)

* 105,066 total special care beds; including
* 65,304.Alzheimer beds;
* 3,013 AIDS beds;
* 4,304 hospice beds;
* 5,699 ventilator beds;

http//www.raimnakerlifecareconIreaitvpartners/
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* 26.746 other special care beds.

Elderly Population In the United States (4)

* The elderly population, ages 65-74 is 7 percent (18,759,000 people) of the total population;
* The elderly population, ages 75-84 is 4 percent (11,145,000 people) of the total population;
* The elderly 85 and older are 1 percent (3,625,000 people) of the total population; and
* The total elderly population, aged 65 and older is 13 percent of the total population.

WHAT IS RAINMAKER ASSISTED LIVING?

Rainmaker Assisted living facilities are for people needing assistance with Activities of Daily Uving (
but wishing to live as Independently as possible for as long as possible. Assisted living exists to brid
gap between independent living and nursing homes. Residents in assisted living centers are not abli
live by themselves but do not require constant care either. Assisted living facilities offer help with Al
such as eating, bathing, dressing, laundry, housekeeping, and assistance with medications. Many fa
also have centers for medical care; however, the care offered may not be as intensive or available t
residents as the care offered at a nursing home. Assisted living is not an alternative to a nursing ho
but an Intermediate level of long-term care appropriate for many seniors.

Most assisted living facilities create a service plan for each individual resident upon admission. The
plan details the personalized services required by the resident and guaranteed by the facility. The pi
updated regularly to assure that the resident receives the appropriate care as his or her condition
changes.

Rainmaker was created to fill the pressing need for ADLs specifically designed for medicare clients.

The term used for assisted living facilities differs across the country. Other common terms for these
facilIties Include:

* Residential care
. Peronal care
* Adult congregate ling care
* Board and care
* Domicllary care
* Adult It"g facilities
* Supported care
* Enhanced cae
- Community based retirement facilities
. Adult foer car
* Adult homes
* Sheltered housing
* Retirement residences

Assisted living is the generic term used across the country.

httnI/ww'w rminuakerlifecac'.comteltvnmartner C4l' /""
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How Does a Rainmaker Assisted Living Facility Differ fron
Nursing Home?

Nursing homes are designed to care for very frail people that are not able to care for themselves an
have numerous health care requirements. Assisted living facilities are designed to assist elderly per,
who are able to care for themselves except for a few activities. Assisted living facilities are often de(
necessary when the person in question needs help preparing meals, bathing, dressing, performing
household chores, is sometimes confused, or is experiencing memory problems.

Why are Rainmaker Retirement Communities Special?

Over the years many people have had encountered various types of less than favorable treatment b
different care facility operators. Rainmaker designs all facilities to be a top shelf operations. Rainma
facilities will be the best of the best. When a family hears the word Rainmaker they know their love(
will be receiving the best of care. Our philosophy is simple. Lower profit margins created by pumpin
dollars back into the facility and amenities mean higher earnings as all our facilities will have waitin!
and the increased clientele will more than make up for the lost revenue used to create a top shelf ft

RAINMAKER COST BREAKDOWNS AND PROFIT
PROJECTION

in this repuri you have read that average Cost of a bed in Neww York N.w- York, .- *345.50 pcr
New York city is RAINMAKERS BASE OF OPERATIONS MARKET.

It Is the plan of Rainmaker realty partners to offer assisted living In facilities of less than
beds..Our Rainmaker Assisted iUving centers will be In boutique style private homes or ho
style facilities of 12 to 25 clIents.

Rainmaker will charge a minimum of $ 4,500.00 per month. Contract medical care will als
provided. The average costs per month to service the cllents needslis 65% ( $ 2,925.00
profit will be 35% ( 1,575.00 ) The return on the 12 bed facility will be ( $18,900.00) p
month.

The partnership is based upon 100,000 square feet. We anticipate a minimum of 300 clier
that amount of square footage depending on the size of each boutique facility-we locate. I
are correct and we obtain 300-clients at a monthly profit rate of $ 1,575.00 the return wil
472,500.00 per month.

Interest of 25% will be paid monthly and quarterly distributions as described In the progi
report will- be made pursuantto the amount of partners in the program.

Thank you for your consideration of Rainmaker Realty Partners. -



285

Rainmaker Managed Living LLC

RAINMAKER FACTS
Lets face it. real estate investing is very profitable, especially in the New York City real estate market. Rainmaker
Really Partners takes the headaches out of real estate ownership with a skilled staff of experts who do not make
any money unless you make money.

Rainmaker Realty Partners invests primarily in real estate and real estate related assets in the five (5) boroughs
of New York City and the tri-state area of New York, Connecticut and New Jersey

Why Invest with Rainmaker Realty Partners?

. Rainmaker Realty Partners locate and inspect the properties.
* Rainmaker Realty Partners professional management team handles all the financial and legal concerns.
* No mortgage payments and no managerial responsibilities.
* Long term capital growth from high value property in the New York City market
* Rainmaker. Realty Partners guarantees a minImum 25% annual rate of return.
* Rainmaker Realty Partners works to minimize risks and maximize profits.

Rainmaker Realty Partners seeks to obtain favorable returns for our partners by tapping into potential real estate
opportunities. Record low interest rates and gains in the New York City real estate market have caused
investment activity to blossom in 2003. Urban renewal has encouraged new construction and the renovation of
existing real estate. The red hot Manhattan real estate market is expected to continue this positive trend into
2004, and beyond. Manhattan based Rainmaker Realty Partners knows how to tap this red hot real estate market!

Real estate investments are less volatile and risky than most common stocks and bonds, and they provide
excellent portfolio diversification. Recent developments in the past three years resulted in a depressed market in
Manhattan real estate. Now the Market is coming back strong. Rental and sale square footage rates are rising
daily.

If you are interested in becoming part of a safe and secure equityparticipation ownership interest in valuable
Manhattan commercial and residential real estate, now is the time to take action with Rainmaker Realty Partners.
Contact Rainmaker today at 646-375-2340.

RAINMAKER-REALTY PARTNERS
ADDENDUM TO PARTNERSHIP REPORT
REGARDING IRA CONTRIBUTIONS.

Date: 411/04

Subject: IRA Contributions

Program: April 1, 2004; Closed
Applicability: May 1, 2004; Closed

June 1. 2004; Closed
July 1, 2004; Open
August1, 2004; Pending
September 1, 2004; Pending

httn:/Iwww.rainmaerlifecare.ccnm~ealtvnarnwr.m/rAimaniae.r factrahtm (JfVfjonivic
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The following material addresses the applicability of the Rainmaker Real Estate
Partners series of program to partners who utilize IRA funds. All Rainmaker
Programs are Tenancy-in-Common programs better known as equity
participation agreements.

Tenancy-in-Common Ownership. In this form of ownership, each of two or more people have an undivided
interest in a property, without the right to survivorship. In other words, upon each partner's death, his share will go
to the person designated in his will rather than the other partners. Because each person's interest, or share. is
undivided, each can sell his share at any time without the consent or agreement of the others.

Tenancy-in-common is an arrangement, which allows you to buy a property together, with each person putting in
the amount of money he or she has available. Each will own a certain percentage of the property. Then, as lime
goes on. each will get a proportionate share of the annual income and, ultimately, a share of the sale profits
based on the ownership percentage.

Tenancy-in-common ownership also allows you to use both IRA funds and discretionary funds to buy a single
investment. For instance, if your savings are adequate, you can buy part of the property with your savings, and
part of it with your IRA. In another scenario, you can buy an interest in the desired property with your IRA, and
friends and family can buy interests with their discretionary funds. This method is totally legal.

The tenants-in-common arrangement allows each of you to invest the amount of money you have available,
rather than a prescribed share: and will allow the participation of disqualified individuals without risking a
prohibited transaction. There will be no debt, the tenants will pay all the expenses, and the assisted living tenants
will have lifetime occupancy. Furman Realty collects and disburse the rents to the owner.

The attorney draws title or the master lease as tenants-in-common, completes the IRA administrator's paperwork,
and sends it on to the title insurance company. Then money is sent to the seller, or lessor and title or occupancy
right then passes to the individual tenants' based on the percentage of ownership purchased by each one. Your
IRA and those members who used discretionary funds start receiving an annual return of 25 percent.

Risks & Indemnification

The value of your investment on Rainmaker Realty Partners will go rW and down based on the value of the
Accounts assets and the income the assets generate. The potential risk associated with Rainmaker Realty
Panners i moderate. You can lose money by investing in Rainmaker Realty Partners. Rainmaker Realty Partners
assets and income (particularly its real estate assets and rental income) can be affected by many factors, and you
should consider the specific risks presented below before becoming an equity participation co-partner in
Rainmaker Realty Partners.

NOTE: Your risk Is limited to the value of your units. AU other risk Is assumed by the Managing Partner,
the Furman Law Firm and you are Indemnified from any additional risk by the managing partner who will
defend you free of charge In the event of a court or arbItration challenge and pay any award from Furman
Fund. on your behalf.

IRA ADMINISTRATION FEES

Rainmaker Realty Partners pays any administration fee so iong as the partner agrees to retain the unit for one (t)
full year. Additional annual tees carry the same one full year caveat Earfy withdrawal will result in the deduction
of any fees advanced from the final settlement.

htro-//www.rainmakr--i:ff -en-l-*,n¢-- - -- B -c -- c , t-
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Welcome to Rainmaker

My name is Alireza Dilmaghani. Esquire, General Counsel for the Corporate In House Legal
Department at Rainmaker Managed Living. l.IC in New York City. I am the managing partner for the
Rainmaker programs.This program closed out as all of the available units were sold as of April 1. 2005.
The program remains on the web site to allow you to see the benefits of becoming a Rainmaker
Subscriber and demonstrate how the new Rainmaker Mortgage prograrms will be paid off

I am pleased to announce that even though this program is closed there are available at this time a small
amount of QUEST units which have been partially redeemed by a large pension client which are
available it lump sum lots. Please call ).J. Conway today at 310-831-7700 or 310-367-8888 if you have
interest in these lump sum redeemed units, as they will not last long.

As you read this report you will see that the expertise and professionalism of Rainmaker Managed.
Living. LLC, which manages the Rainmaker Programs.gives-you a safety net never before experienced
and a high yield real estate investment not often found.. You will discover that the proven results of
Rainmaker and its highly specialized highbred general partnerships are a safe and secure harbor for
investment capital. With-a guaranteed annual return of 25% annual interest; paid monthly and quarterly
distributions of net profits, you will quickly see why, Rainmaker is an exceptionally wiseinvestment
secured by multimillion dollar commercial real estate.

Rainmaker's Legal staff has solid management skilfs and real estate savvy that come from a combined
total of more than 30 years experience in real estate law as applied to the assisted living industry.

After reading the Rainmaker Program you will have an opportunity to put your money to work in a safe
investment secured by real estate with an exceptional above average yield,

25% Guaranteed Annual interest. paid the Id of each month.

Anticipated Rate of Return.for-the first yearwith 2 properties and quarterly profit share 37%

Anticipated Rate of Return for the second year with 4 properties 49%'

Anticipated Rate of Return in the third year and each year thereafter with 6 properties 61%
(Above return is predicated upon all properties being up and running and a 1000 bed capacity
having been attained)

The security of having your investment backed by muttimillion doliar commercial real estate
properties in the New York City and Southern California, market that are owned by your
partnership.

Risk free participation through the Rainmaker UlC, A limited liability corporation which
controls the general partnership and fully shields you from all liability concerns.

Having-the wisdom and guidance of an experienced legal team at the helm to manage and direct
your investment capital.

Rainmaker Facts -

htt,)-Hwww.rainr-91rP,';f-P- --- I-
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Let's face it: real estate investing is very profitable. especially ih the New York City and Southern
California real estate market. Roainmaker Realtl Panrners takes the headaches out of real estate
ownership with a skilled staff of experts who do not make any money unless you make money.

Why Invest with Rainmaker Realty Partners

Rainmaker Realty Partners locate and inspect the properties.

Rainmaker Realty Partners professional management team handles all the financial and legal concerns.

No mortgage payments and no managerial tesponsibilities.

Long term capital growth from high value property in the New York City and Southern California real
estate markets.

Rainmaker Realty Partners guarantees a minimum 25% annual rate of return paid monthly.

Rainmaker Realty Partners works to minimize risks and maximize profits.

Rainmaker Realty Partners seeks to obtain favorable returns for our partners by tapping into potential
real estate opportunities. Record low interest rates, especially in the New York and California markets
has caused investment activity to blossom.

Real estate investments are less volatile and risky than most common stocks and bonds, and they
provide excellent portfolio diversification. Recent developments in the past three years resulted in a
great real estate market in Manhattan property. Now, market growth is accelerating even faster that
interest rates are going up. Rental and sale square footage rates are rising daily.

If you are interested in becoming part of a safe and secure equity participation ownership interest in
valuable New York City and Southern California commercial and residential real estate, there could not
be a better time to become a partner in a winning program.

Rain Makers Projections*

It is the plan of Rainmaker realty partners to create assisted and adult living facilities of 100 beds or
more. Rainmaker Assisted and Adult Living centers will be managed living facilities of 100 to 250 plus
Residents.

Rainmaker Assisted Living will have a rate card minimum of $4.500.00 per month (except in certain
startup phases wherein "temporary 3 to 12 month reduced rates may be offered to fill a facility).
Contract medical care will also be provided. The average costs per month to service the client's needs
are 65* ($2,925.00). The profit will be 35% ($1.575.00) the return on the average 100 bed facility will
be ($157.500) per month. Rainmaker Adult living will have a rate card lower in cost than other assisted
living units elsewhere as the level of care and staff needs are much less than assisted living requires.
however the percentage of profit margin will be much greater using the Rainmaker marketing
program and unique client acquisition method which is unique to the industry. Clients are permitted
to purchase 4fetime leases on units in any facility by the utilization of cash or a real estate equity
transfer of$ 250,000.00from their property to the Rainmaker Managed Living, LLC. This money is
then used as cross collateral to secure other income producing real estate projects. In a proof oJ
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concept project in Belle Harbor New Fork ourfirst 16 bed facility had 1270 applicationsfor residence
in less titan one week.

The partnership is based upon 100,000 square feet. We will have a maximum of 1000 clients in that
amount of square footage depending on the size of each boutique facility we locate, Over the next three
years or sooner, we will obtain 1000 clients at a monthly profit rate of $1,575.00 per bed and a return of
$ 1.575,000.00 per month to the partnership, net. When these numbers arc achieved the projected three
year net of`61% return per year will be met or possibly exceeded.

PROFIT DISTRIBUTION MIX & BONUS UNITS

The program report infra, at page 10-describes anticipated partnership profits.of 37% to 60%
between the First and Third year of operation. These percentages are based upon cash flow from
the 100,000 square feet andlor 1000 beds which will be owned by the partnership(s).series.
However, the managers of the Rainmaker Partnership after attaining the 1000 bed maximum will
also be engaged in opening additional facilities which will not be owned by the partnership. These
additional beds will be used to guarantee the above projected returns for the period the
partnership is in operation. The guarantee is formulated at the first year minimum of 37% to the
maximum of 60% for the third year forward with deduction of the foundational 25% interest
guarantee. The difference between the 25% guarantee and the first year 37%, (12% derivative)
second year 49% (24% derivative) and third year and thereafter 60% (35% derivative) will be
guaranteed by the managing partners bed space overage profits beyond the 1000 bed maximum.

Annual minimum guaranteed interest of 25% will be paid monthly and quarterly distributions as
described. in the program report will be made pursuant to the amount of partners in the program.

Projections are based upon research conducted on similar facilities and are used as reasonable and
calculated predictable returns but can in any way be assured.

Rainmaker Realty Services.

Construction and Development:

Rainmaker Realty Companies National Development Services team has experience conducting market
research, site selection, and development work nationwide. We have working knowledge of available
sites, local ordinances, and development standards, and have established key contacts and resources in
all major cities in any of the fifty states and overseas.

Rainmaker Realty Companies' National Development Services are performed from our well-positioned
national office in New York City in the heart of the nation's capital markets, to effectively service our
clients' needs over a national geographic area.

Rainmaker Realty Companies' offers a unique, proven business process for successfully developing new
facilities for clients with real estate needs in multiple markets. Rainmaker Realty Companies' caters to
companies with aggressive development goals. These companies appreciate Rainmaker Realty
Companies' ability to handle each aspect of the development process including market and site research.
site acquisition, finance, due diligence, design. construction. fixture installation. property management.
and maintenance.

http://www.rainmakerlifecare.comirealtypartners/rainmaker re~ort.htm
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Brokerage - Land or Building Acquisition

Property sales. Residential. Commercial & Industrial Leasing. Equity Participation, Site Selection.
Contract Negotiation. Closing Coordination. Financial Analysis, Site Planning . Approvals & Permits.
Full service mortgage department, In house finance unit for raising finds in capital markets public &
private, Mezzanine financing. Bridge loans, Wraps and 1031 exchanges. Rainmaker is a full service real
estate and development company.

RAINMAKER REALTY PARTNERS I

EQUITY PARTICIPATION PROGRAM

ASSISTED & ADULT LIVING FACILITIES

I ESlSiJJSE FI~s~st~NMMAN%-}ER MANAGE E LLC DOCUMEM_

April 1, 2004 PART "G" NYCAL
REVISED FEIRUARY 17 W0

This program describes Rainmaker Realty Partners, equity Particpation Program offered by
Rainmaker Realty of New York, New York.

1000 Units at $1,000.00 Per Unit. Ten Unit Minimum ($10,000.00) TOTAL OFFERING
$1,000,000.00 ONE MILLION DOLLARS (PER SERIES) Units denominated in Basis Points.

Rainmaker Realty Partners 1, April 1, 2004, NYCAL PROGRAM, IS A TENANCY IN
COMMON PARTNERSHIP WHICH WILL INVEST ONLY IN REAL ESTATE AND REAL
EST&TE DVIAtSTED ASSE'TS IN THE STATE(S) OF NWW VYvO AND ALI ORNLk.A

REGISTRATION WITIH

STATE OR FEDERAL SECURITIES AGENCY

The Equity participation program described herein is not considered a public offering or a private
offering of securities or a limited partnership exempt from registration under any State or Federal
securities act as the Equity Participants who become co-owners of any rights to any property
purchased, leased or lease-held by Rainmaker Realty Partners are co-owners with full control over
any property purchased, leased or lease-held by Rainmaker Realty Partners. It is the opinion of the
managing partner for Rainmaker Realty Group that based upon all co-owners having full control
and equal voting rights as to acceptance or rejection by the majority (more than 50.1 percent of
the partners) of any property proposed for purchase, lease or lease-hold, that such full rights
make the co-owner a controlling general partner under the laws of all fifty (SO) states and render
any such registration under any security act non-applicable as Rainmaker Realty Partners is a
general partnership not a trust, limited partnership, investment, stock offering or note offering.

Rainmaker Realty Partners will invest in commercial real estate primarily in New York City, Los
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Angeles, San Diego, and Santa Barbara. California. It is anticipated that all California property
will either be outright purchase or 30 year triple net leases in most cases.

Rainmaker Realty Partners seeks to acquire and operate commercial adult managed living,
assisted living and adult living properties and, including without limitation; office buildings,
shopping centers, business and industrial parks and other commercial and industrial properties,
or businesses through outright purchase or leasehold.

Rainmaker Realty Partners will purchase or obtain leaseholds to properties that are under
construction or development, are newly constructed, or have been constructed and have operating
histories. All such properties may be acquired, developed and operated by Rainmaker Realty
Partners, either alone or jointly with another party.

Rainmaker Realty Partners, at this time is structured to enter into joint general partnership
ventures for the acquisition and/or control of individual properties with tenancy in common
projects for each individual property'sponsored by the Managing Partner and its affiliates.

THE PARTNERSHIP

Rainmaker Realty Partners 1, April 1, 2004. NYCAL Program is an individual tenancy in common
partnership and the partners herein are not partners in any other Rainmaker Realty Partners property
other than the seven series described infra. Each equity participation' program managed by Rainmaker
Realty Partners is identified by a Roman Numeral and date. The partnership you are currently
considering joining as a partner is Rainmaker Realty Partners 1, April 1 2004. NYCAL Program, which
is a newly created general partnership formed pursuant to the laws of the State of New York to acquire
control of and operate adult managed living and assisted living facilities and other businesses within the
properties controlled by the partnership. In addition to the opening offering a [A], [B], [C], [DI, [El, [F1
and [GI series of secondary offerings, totaling seven (7) parts. The partnership also participates under
similar conditions as those contained in this program report in the Rainmaker Managed Living, LLC, a
program designed to service the needs of I.R.A. and Keogh Plan partners, which makes a total of eight
series of offerings. You will receive income from all eight (8) series of the April 1, 2004, programs.

As of the date of this partnership report, the partnership made offers which have been accepted on 2
properties that are awaiting a purchase vote of 51% by all current partners. The existing Belle Harbor
property will be sold in conjunction with the purchase of the first larger property. The partnership is
engage in final negotiations for various other high quality properties, however. properties under
consideration have at present have yet to be closed upon or master leased at this time pending partners
approval. All six properties have not been identified at this time so the partnership is a "BLIND POOL".

WHAT IS RAINMAKER ADULT MANAGED LIVING?

Rainmaker Adult Living is for people who do not need any assistance and are considered general public
tenants. These clients are general tenancy clients who either rent space from Rainmaker at prevailing
rental rates or participate as owners through tenancy in common agreements.

WHAT IS RAINMAKER ASSISTED & ADULT LIVING?

Rainmaker Assisted living facilities are for people needing assistance with Activities of Daily Living
(ADL) but wishing to live as independently as possible for as long as-possible. Assisted living exists to
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bridge the gap between independent living and nursing homes. Residents in assisted living centers are
not able to live by themselves but do not require constant care either. Assisted living facilities offer help
with ADL such as eating, bathing, dressing, laundry, housekeeping. and assistance with medications.
Many facilities also have centers for medical care: however, the care offered may not be as intensive or
available to residents as the care offered at a nursing home. Assisted living is not an alternative to a
nursing home, but an intenmediate level of long-term care appropriate for many seniors.

Most assisted living facilities create a service plan for each individual resident upon admission. The
service plan details the personalized services required by the resident and guaranteed by the facility. The
plan is updated regularly to assure that the resident receives the appropriate care as his or her condition
changes. Rainmaker was created to fill the pressing need for Adult living space and ADL in the New
York City and Southern California area.

The term used for assisted living facilities differs across the country. Other common terms for these
facilities include:

Residential care Personal care

Adult congregate living care Board and care

Domiciliary care Adult living facilities

Supported care Enhanced care

Community based retirement facilities Adult foster care

Adult homes Sheltered housing

Retirement residences

Assisted living is the generic term used across the. rn-t-Iy

How Does a Rainmaker Assisted Living Facility

Differ from a Nursing Home?

Nursing homes are designed to care for very frail people that are not able to care for themselves and
have numerous health care requirements. Assisted living facilities are designed to assist elderly persons
who are able to care for themselves except for a few activities. Assisted living facilities are often
deemed necessary when the person in question needs help preparing meals, bathing, dressing,
performing household chores, is sometimes confused. or is experiencing memory problems.

Why is Rainmaker Retirement Communities Special?

Over the years many people have encountered various types of less than favorable treatment by different
care facility operators. Rainmaker designs all facilities to be top shelf operations. Rainmaker facilities
will be the best of the best. When a family hears the word Rainmaker they know their loved one will be
receiving the best of care. Our philosophy is simple: Redirect profits back into each facility assuring an
exquisite atmosphere in each room along with devoted and affectionate care professionals. Our goal is to
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have the fireest facilities and amenities ateach location; All-our.facilities willihave waiting lists and the
increased clientele, because of the reputation created by-Rainmaker's attention to-thesmailest.details.and
our very unique marketing plan. Our main mission is to develop, construct and -nanage:senior living
communities with an .emphasis on- quality. to he a caring organization that provides friendly
communities and services for-Senior Adultswhicb foster the.physical. mental, social and-spiritual well-
being of each resident.

Rainmaker Managed Care ... The best of the best.

PARTNERS VESTED INTEREST

As each series closes [A]. [BJ,[CJDI,[JEJ IF] and IG] partners in all secondary series [A]. [B1,[C1,[Dl,
[E] IF) and [GI will receive income from all properties, no matter what series the property may have
closed within, as to monthly return and profit sharing. However, based upon the fact that each series will
close at different times not all partners' names will be recorded on every partnership as many partners
will join after early properties have already closed. In such case late joining partners will be vested in
early properties by virtue of the overall interest held by each and every partner in the- individual
umbrella Rainmaker Managed Living, LLC, (for "New York" or "California" or 'FUTURE LLC'S IN
ANY OF THE OTHER 48 STATES) parent limited liability entity.

DISTRIBUTION OF PROCEEDS

MONTHLY

Each unit holder shall receive 25% per annum-simple interest based upon the following per unit formula.
Each unit-is valued at $1,000.00. Simple annual interest is $250.00 annually on each unit. The monthly
amount of simple interest shall be $20.83 per month until the property is sold. Upon sale, the proceeds
shall be distributed as follows.

QUARTERLY

Al profits in Rainmaker Realty Partners. April 1, 2004 will be distributed on the first business day of
each quarter April Is; July I"t; October, I't; and December 31St. Profits are calculated as being all sums
of money in the Rainmaker Realty Partners liquid cash bank account or liquid securities (non property
related). Distribution will be 75% of the money in those accounts. 25% will be retained for future
operating expenses and acquisitions.

The proceeds shall be distributed after all expenses are paid and the managing partner receives and
amount equal to 25% of the profits for the managing partners services to Rainmaker Realty Partners.
April 1. 2004. The remaining 75% of cash available will be distributed on the dates set forth supra based
upon the number of units outstanding divided equally into the balance of cash available.

IT IS ANTICIPATED THAT THE OVERALL MIX OF DISTRIBUTIONS FROM PROCEEDS
ACCORDING TO THE MANAGING PARTNERS PLAN WILL RESULT IN AN
APPROXIMATE 60% RETURN ANNUALLY AFTER YEAR 3. AT THAT POINT YOU WILL
RECEIVE 60% EACH YEAR THEREAFTER AS LONG AS YOU ARE IN THE
PARTNERSHIP. (PROJECTiONS BASED ON MAXIMUM PAsTrNERSHIP CAPACn' OF 0tt00 BiEDS)
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WHO IS THE MANAGING PARTNER?

The Rainmaker programs arc managed by Rainmaker Managed Living. LLC.

Rainmaker Managed Living. LLC is located at 116 W. 23rd Street. corner of Sixth Avenue, New York.
NY 10011.

HOW EQUITY PARTICIPATION WORKS

GOLD CERTIFICATE UNITS

You as an equity co-parner will have the opportunity to evaluate the economic merit of a property
purchase or lease before becoming an equity partner. You will "NOT" rely solely on Rainmaker Realty
Partners judgment and ability to select investments consistent with Rainmaker Realty Partners
investment objective and policies. Partners have a vote in each acquisition. These units are the Gold
Certificate series of partnership units, and do "NOT" qualify for self-directed IRAs.

BLUE CERTIFICATE UNITS

In the event you are taking funds from a self-directed IRA, you will not have direct control and such
control will be vested in the authority of a trustee appointed by you to administer the units or such
authority may be vested in the managing partner. These units are the Blue Certificate series of
partnership units, and are fully qualified for self-directed IRAs. Please see the Rainmaker Managed
Living LLC program reportforfurther detai&

MAJORITY EQUITY CO-PARTNER VOTER RULES
Rainmaker Realty Partners will select property or properties as they become available. The managing
patc alum winc-rnai'you a U of -- prudeity. ute tuae, upon which any interest in the property
will be acquired, and photos and valuation documents to each and every equity co-partner. Each partner
will vote for or against acquisition or sale of any interest in any property. These voting rights are not
vested in BLUE CERTIFICATE holders who must act through a third party for IRA qualification
purposes. Please see the Rainmaker Managed Living LLC program reportforfurther detaifU

Your decision to acquire an equity participation unit(s) as a result of reading this partnership report is
not a positive vote by you for acquisition of any property. Acquisitions by purchase, option or leasehold
will be made as the operation progresses and the majority of those holders of partnerships units who are
on account at the time of the proposed acquisition shall vote for such acquisition and partners joining the
partnership at a later date-shall be bound by any agreed upon purchase, option or leasehold prior to the
partners joining the partnership,

Rainmaker Partners enjoy secured returns. As a Rainmaker Partner your partnership interest is secured
by leaseholds or ownership of prime multimillion dollar commercial and residential Real Estate.
Minimum guaranteed rate of return is 25% annually, paid monthly. You will receive a minimum of
$20.83 on the first of each month for each $1000.00 invested. Anticipated rate of return for the first year
is projected to be 37% with two projects operational and fully leased. Second year returns based on 4
facilities fully occupied will be 49% and the third year with 1000 beds leased will be 60%. At the end of
the third year, your returns will cap at this point with no escalation after that. You will earn 60% each
year thereafter as long as you remain in the partnership.(See: Profit Distribution Mix/Bonus Units at
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Page 3 uifra)

Rainmaker Realty Partners-

Overall Objectives and Strategy
Investment Objective: Rainmaker Realty Partners 1, April 1 2004. NYCAL Program seeks favorable
long-term returns primarily through rental income and appreciation of real estate investments owned by
Rainmaker Realty Partners.

Investment Strategy: Rainmaker Realty Partners 1. April 1 2004. NYCAL Program seeks to invest 100
percent of its assets directly in real estate, commercial ventures, assisted living centers and real estate-
related investments. Rainmiaker Realty Partners principal strategy- is to purchase direct ownership or
leasehold interests in income-producing real estate, such as office, industrial, retail, commercial ventures
and multi-family residential properties. Rainmaker Realty Partners 1, April 1 2004, NYCAL Program
will also invest in other real estate or real estate-related investments.

Rainmaker Realty Partners-I, April 1 2004, NYCAL Program will "NOT' invest the funds held in
escrow in any non-U.S. Government securities money market instruments and otherrcash
equivalents. All funds are held in an attorney's trust 'account for use in. partnership real estate'
related activities only.

RAINMAKER. REALTY PARTNERS GENERAL USE OF
PROCEEDS

DEPENDING UPON THE PARTICULAR PROPERTY IN

YOU'RE PARTNERSHIP, THE FOLLOWING

GENERAL RULES WILL APPLY:

Direct Purchase: Rainmaker Realty Partners 1, April 1 2004, NYCAL Program will generally buy
direct ownership interests in existing or newly constructed income-producing properties, including
office, industrial, retail, and multi-family residential properties. Rainmaker Realty Partners will invest
mainly in established properties with existing rent and expense schedules or in newly constructed
properties with predictable cash flows or in which a seller agrees to provide certain minimum income
levels. On occasion, Rainmaker Realty Partners might. invest in real estate development projects.
Rainmaker may also purchase, lease or create various business entities to occupy space with Rainmaker
held properties.

Purchase-Leaseback Transactions: Rainmaker Realty Partners .] April 1 2004. NYCAL Program.can.
enter into purchase-leaseback transactions (leasebacks) in which it will typically buy land and income-
producing improvements on the land (such;as buildings). and simultaneously lease the land and
improvements to a third party (the lessee). Leasebacks are generally for very long terms. Usually, the
lessee is responsible for operating the property and paying all operating costs. including taxes and
mortgage debt Rainmaker Realty Partners can also give the lessee an option to buy the land and
improvements.

httpi//w.9v.wrairnakerlifecare.comirealtvpartners/rainmaker '* c P>^,
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INVESTMENTS IN MORTGAGES

General: Rainmaker Realty Parners 1. April I 2'04. NYCAL Program can originate or acquire interests
in mortgage loans. gencrally on the same types of properties it might otherwise buy. These mortgage
loans may pay fixed or variable interest rates. They usually will be full-recourse, which means that inaddition to being secured by the actual property they will also be the borrower's personal obligations.
Most will be first mortgage loans on existing incomc-producing property. with first-priority liens on the
property. These loans may be amortized, or may provide for interest-only payments, with a balloon
payment at maturity.

Participating Mortgage Loans: Rainmaker Realty Partners 1. April 1 2004, NYCAL Program may
make mortgage loans which permit the Account to share (have a "participation") in the income from or
appreciation of the underlying property and/or the business occupying the property as is the case in strip
malls and shopping centers. These participations let Rainmaker Realty Partners receive additional
interest, usually calculated as a percentage of the revenues the borrower receives from operating, selling
or refinancing the property. Rainmaker Realty Partners may also have an option to buy an interest in the
property securing the participating loan.

Risks & Indemnification

nfe v'alue of your investment in Rainmaker Realty Parrners will go tip and down based on the value of
the Account's assets and the income the assets generaoe. The potential risk associated with Rainmaker
Realty Partners 1. April 1 2004, NYCAL Program is minimal based upon the experience and operating
plans of the managing partner.

RAINMAKER MANAGED LIVING LLC

BLANKET PROTECTION

NOTE; i'Yur risk is rimited to the value of your units. Rainmaker is an al inclusive
series of offerings operating under the Rainmaker Managed Living LLC, and as such
you have no other risk. All other risk is assumed by the Managing Partner, and you
are indemnified from any additional risk by the managing partner who will defend you
free of charge in the event of a court or arbitration challenge and pay any award on
your behalf.

REAL ESTATE INVESTMENT MANAGEMENT

Rainmaker Realty Partners 1, April 1 2(104, NYCAL Program will utilize a specialized management
approach of self contained site management, development and construction coupled with the Rainmaker
Legal teams experience to minimize the general risks of owning real property: Rainmaker Realty
Partners will he subject to the caveats inherent in owning real property, such as property values or rental
and occupancy rates could go down due to general economic conditions, a weak market for real estategenerally, changing supply and demand for certain types of properties. and natural disasters such as the
911 attack or other man-made events. A property may be unable to attract and retain tenants, which
means that rental income would decline. Rainmaker does not anticipate any of these events ever
occurring based upon the Rainmaker legal team's track record and experience in the New York City realestate market.
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The unique mix of Rainmaker Realty Partners 1. April i 2004, NYCAL Program specialixed
management approach of self contained site management. will prevent Rainmaker Realty Partners 1.
April 1 2004, NYCAL Program from loss of any revenue if tenants do not pay rent. Any disputes with
tenants could also involve costly litigation, which would be diminished as Rainmakers legal team will
handle the case at no cost to the partnership. Rainmaker is designed to protect against property
profitability being affected if operating costs. such as property taxes. utilities, maintenance and
insurance costs go up in relation to gross rental income. or the property needs unanticipated repairs and
renovations.

The Rainmaker Realty Partners 1. April 1 2004, NYCAL Program legal team and Real Estate team
minimize any of the general problems usually associated with the selling of real estate investments, such
as sale price of a property differing from its estimated or appraised value, leading to losses to Rainmaker
Realty Partners. Because of the nature of real estate, or full value sale, particularly in a poor market, the
Rainmaker team of attorneys and real estate professionals work every day in the field and anticipate
every known risk to make sure the partnership and all the partners are safe and secure from loss.

The Rainmaker Realty Partners 1, April 1 2004, NYCAL Program legal team and real estate team
anticipate governmental regulations, including zoning laws, property taxes, and fiscal, environmental or
other government policies. Rainmaker's legal team and real estate team anticipate various environmental
regulations.

Rainmakers legal team and real estate team purchase properties situated and designed in a manner to
protect the partnership from any catastrophic financial losses (e.g., from earthquakes. wars, terrorist acts,
nuclear accidents. floods, or environmental or industrial hazards or accidents) which are uninsurable by
using the tenancy in common approach which negates losses to the partnership by assigning the risk to
the tenants.

The Rainmaker Realty Partners 1. April 1 2004. NYCAL Program legal team and real estate team
anticipate risks of Developing Real Estate or Buying Recendy-Constructed Properties: If Rainmaker
Realty Partners chooses to develop a property or buys a recently-constructed property, the team makes
extensive plans to avoid any loss caused by delays or unexpected increases in the cost of property
development and construction due to strikes, bad weather. material shortages, increases in material and
labor costs, or other events such as external factors from when the project was originally conceived (e.g.,
slower growth in local economy, higher interest rates, or overbuilding in the area).

Your partnership is managed by an experienced law firm staffed with real estate professionals who
work for you for free. The safety and protection of the Rainmaker program is unmatched anywhere
else.

SALE, TERMINATION, CESSATION OF PARTNERSHIP

Upon the sale or termination of ownership or control over the property Rainmaker Realty Partners I.
April 1 2004. NYCAL Program, will distribute after all expenses are paid, and the partners' initial units
are-retired at $1,000.00 per unit, a sum equal to 66.66% of the remaining funds to the equity unit holders
equally divided amongst the holders based upon the number of units.beld. The managing partner will
receive an amount equal to 33.34% of the profits for the managing partners' services to Rainmaker
Realty Partners 1, April 1 2004, NYCAL Program.

INABILITY TO WAIVE COLLECTION

htp://wwwwrainmakerlifecare con/mealtvnariaitne.rjirP-asse, - "-' (u-

1Z q, nearb



298

Equity co-partners canmot waive monthly interest payments or quarterly payment profit share
distributions. They also my not waive final distribution payments or defer the payment(s3. Checks are
sent automatically to each holder of record each month until partnership termination.

RAINMAKER IS NOT A TAX SHELTER*

Rainmaker Realty Partners 1. April 1 2004, NYCAL Program. is designed as a profit making venture
and will offer very little tax benefits to the equity co-partners as applied to sheltering active or passive
income. Rainmaker Realty Partners 1, April 1 2004, NYCAL Program, will increase your capital gains
tax base based upon interest and partnership termination proceeds upon sale or disposition of any
property.

*Tax benefits, if any, will be equally divided amongst the equity co-partners.

LIQUIDITY OF UNITS

Rainmaker Realty Partners 1, April 1 2004. NYCAL Program will repurchase and/or arrange liquidation
of any amount of units from an equity co-partner at any time after partnership activation (full
subscription of all eight parts of the series) and completion of purchase as to the first 100.000 sq feet of
leasehold or purchased property upon demand with settlement within 30 to 60 business days of the
demand for repurchase by the equity co-partner. In the event of a repurchase demand, the units will be
repurchased at their face value of $1,000.00 per unit.

In certain events wherein all the funds in escrow have been used to purchase rights in properties, the
managing partner may be forced to borrow against a property or resell units tendered to third parties
causing a possible delay in redeeming units for cash.

The equity co-partner may sell the units to another without the approval of Rainmaker Realty Partners 1.
April 1 2004. NYCAL Program as long as an offer to purchase is first made to Rainmaker Realty
Partners and its managing partner and all partners of record through the e-mail communications system.
In the event of an offer under right of first refusal the managing partner shall have first option and
thereafter the equity partners shall have first come, first served option for a period not to exceed 72
hours from the time the selling partner offers the units for repurchase on the e-mail communications
system.

INTEREST PENALTY BEFORE 366h DAY

Equity partners must hold their individual units for at least 366 days. In the event a demand is made to
repurchase the managing partner, RaiLnaker Realty Partners will deduct 50% of all interest paid before
the 366th day and remit the balance of the proceeds to the equity partner. [The partner will receive one
half of the interest equaling 12.5% annually]. In the event the equity partner sells the units to a third
party after being offered to the managing partner, there will be no deduction or interest penalty.

SECURITY.QF REAL ESTATE

The partnership obtains property in one of six ways. III Outright purchase of buildings and land with
conversion to our operating needs. 121 Purchase of existing facilities with buildings and land. 131
Purchase of existing facilities with building only on leased land. 141 Purchase of buildings only on
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leased land. 151 Master lense of existing nursing and assisted living facilities. 161 Master lease of
buildings and land with conversion to our operating needs.

Each facility is utilized as a back up for the partncrships investment. In either case of a purchased or
master leased facility the process utilized is one wherein either a trust is created with-the existing
partners name on the trust addendum and the trust controls the property during the-lease term or until the
property purchase is closed. At time of closing or master lease inception the partnership is named as the
owner or master lessee and the partners are named in an addendum U.C.C. filing or trust addendum as
owners of the partnership shares. Individual partners names do not appear on any deed at anytime. The
partnership is the owner or master lessee with the partner's evidence as ownsing the partnership. This is
true even in situations wherein key partners (an entire program taken down by one person or entity)
control a property.

START -INTEREST PAYMENTS

The partnership guarantees a minimum return of 25% annually on your partnership shares payable
monthly. In the beginning as facilities are under construction. ramp up or lease negotiation. The interest
payments during that time will be derived from short term investment in real estate bridge loans.
government securities, foreclosed rollovers, income from the operations of the Managing partners law
firm, proceeds from collections on pending litigation, and consulting services to other third party
assisted living and nursing facilities regarding the licensing of the Rainmaker 1031 and TIC program
packages on a non-exclusive proprietary basis in areas wherein Rainmaker will not be seeking to
establish operations in the near future and pre-need sales of TIC packages.

SEC VRMM.F ETATh

The partnership obtains property in one of six ways. 11 Outright purchase of buildings and land with
conversion to our operating needs. 121 Purchase of existing facilities with buildings and land. 131
Purchase of existing facilities with building only on leased land. 141 Purchase of buildings. only on
leased land. f51 Master lease of existing nursing and assisted living facilities. 161 Master lease of
buildings and land with conversion to our operating needs.

Each facility is utilized as a back up for the partnershtips investment. In either case of a purchased or
master leased facility the process utilized is one wherein either a trust is created with the existing
partners name on the trust addendum and the trust controls the property during the lease term or until the
property purchase is closed. At time of closing or mastse lease inception the partnership is named as the
owner or master lessee and the partners are named in an addendum U.C.C. filing or trust addendum as
owners of the partnership shares. Individual partners name do not appear on any deed at anytime. The
partnership is the owner or master lessee with the partner's evidence as owning the partnership. This is
true even in situations wherein key partners (an entire program taken down by one person or entity)
control a property.

YJS1IG FAtC-lLmES

Clients come to Rainmaker under the exclusive TIC program to retire in luxury and with the sense of
security only Rainmaker can offer. These clients pay Rainmaker a minimum of $250,000.00 to retire in
a carefree setting with no distractions. Our clients also demand security and peace and quiet. Rainmaker
facilities are distinct in that they are not open to the public. We discourage any visit to any facility
unless management is aware of the viSiL We value our client's dignity and safety so highly that we wihl
not list the property in a telephone book. We understand that prospective partners or current partners

hutp:llwww.rainmakerlifecare comIrealtyvartners/rainm ' cer. Ho-' L-_ c '



300

may have a desire to visit facilities as they conMc on line. Rainmaker has a guided visitation program
wherein prospective or.cutTent partners will he taken to a facility by management staff after presenting
themselves at our law firm offices in New York or Los Angeles. There are no exceptions to these rules
as we have a contract regarding these security measures with our clients that we must abide by. If you
are seriously considering a visit to a Rainmaker facility. please call Ilte East Coast or West Coast offices
to arrange for a tour.

E-MAIL COMMUNICATIONS SYSTEM

All communications regarding property sale and/or acquisition or repurchase of units or general business
between the equity co-partners and the managing partner and Rainmaker Realty Partners will be via the
Rainmaker Realty Partners E-Mail communications system. Each and every equity co-partner is
requested to maintain an E-mail account and report such E-mail address to the Rainmaker Realty
Partners and the managing partner. Distributions of all reports and transactions except for monetary
payment transactions will be via the E-mail communications systems. In the event a partner desires mail
only in place of the e-mail system the partner is advised that he/shelit will receive their reports and
advisements in a fashion much slower than other partners who utilize the e-mail system. Any delay or
loss due to the slow movement of surface mail is the sole responsibility of the partner.

DEATH OF A CO-PARTNER OR

DISPUTE REGARDING A CO-PARTNER

In the event a co-partner shall become incapacitated or deceased, the co-partners interests shall be first
governed by the co-partners will or written directive herein and thereafter subject to the estate laws in
the co-partners state of residence. In the event of any dissolution of a marriage, partnership. business
relationship. or any type or form of legal dispute for any reason whatsoever. Rainmaker Realty Partners
shall not be held responsible except for the original $1,000.00 investment value per unit for units
subscribed, and any accumulated interest or distribution to date which has yet to be distributed.

During the transition phase of the estate or dissolution, all interest payments and quarterly distributions
or distributions from a sale or transfer of a property shall continue to the estate trustee or court ordered
trustee. If no such trustee is appointed, such funds will be distributed in accordance with the directive of
any court having control upon application by the managing partner to the court for an order of
distribution.

PAYMENT TRANSACTIONS

The sending or receiving of any cash, check, money order or monetary instrument either to or from the
managing partner shall be by United States mail or a generally recognized commercial package courier.
Payments sent by the managing partner shall be sent to the address listed on the last page of this report
(the subscription page) and payments sent to:

Rainmaker Realty Partners

C/O Furman Law Firm,
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P.O. Box 1144, Madison Square Station.

New York, New York, 10159-1144.

CONSTRUCTION OF THIS DOCUMENT

Rainmaker Realty Partners is organized under the general partnership rules of the State of New York.
Rainmaker Realty Partners shall be organized as a DBA utilizing the name Rainmaker Realty as filed in
the New York County Clerks Office in association with Rainmaker Managed Living, LLC. a New York
State. LLC. Any portion of this document held unenforceable by a court of law shall not affect the
surviving portions of the document. Any changes in the management rules of the general partnership
shall be approved by majority vote of unit holders of record at the time the change is presented for an
approval vote.

PUBLICOFFERING

It is anticipated that the Rainmaker Realty Partners program(s) "may" be consolidated and
converted as part of a public offering. In the event such a public offering actually occurs, each unit
herein shall be retired at a rate of $2,500.00 per unit in "COMMON" stock based upon the initial
offering price of the common shares, and $2.500.00 per unit in "PREFERRED" stock based upon
the initial offering price of the preferred shares. The anticipated public offering is a part of the
overall business plan of Rainmaker Realty Partners, however no promise is made that the offering
will take place and you are cautioned not to rely upon the possibility of such a public offering
when deciding to become a partner in any Rainmaker Realty Partners program.

INTERCHANGEABILITY WITH

RAINMAKER MANAGED LIVING

It is anticipated that a small portion of partners may elect to use IRA funds for participation in
one or more of the Rainmaker series of programs. In that event the rights, privileges, and benefits
to monthly distributions shall be made pursuant to the same formula set forth herein.

NOTE: Due to the nature of the rules issued by the Internal Revenue Code and applicable
Treasury Regulations which apply to IRA's, and consequently the Rainmaker Managed Care
LLC, the right to vote or receive funds directly will be subrogated to the IRA trustee and such
rights as applied to voting or funds receipt shall be vested in the name of the applicable IRA
administrator.

THE AGREEMENT IN ITS ENTIRETY

This report constitutes the agreement between the equity co-partner(s) and the managing partner
and Rainmaker Realty Partners in its entirety. No other verbal or written representation is of any
force or effect.

QUESTIONS

In the event you have any questions. please feel free to call:

http://www.rainmiakerlifecare.com~realtypartners/rainmaker reporttm .4 Mtlflq
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Rainmaker Managed Living. LIXC, Headquarters Office

Attn: Sid Levine al 646-375-2348

Thank you for your interest in the Rainmaker Realty Partners Program(s).

Dated: April 1, 2004 auka22nw5

/s/ Alireza Dilmaghani

By:

Alireza Dilmaghani

Managing Partner

Rainmaker Realty Partners 1. April 1 2004, NYCAL PROGRAM

116 W. 23d Street, Suite 500

New York, NY 10011

646-375-2348

MAI. AG ADDRESS

Rainmaker Realty Partners 1, April 12004. NYCAL PROGRAM

C/O: Rainmaker Managed Living. LLC

P.O. Box 1144, Madison Square Station

New York, NY 10159-1144

Rainmaker Realty Partners 11,

April 1, 2004, NYCAL PROGRAM

SUBSCRIPTIONSI.GNAaR-E PA-GE

I hereby stipulate that I have read the contents of the partnership agreement supra in its entirety and
agree to all the terms and provisions contained therein.

1 am "Nor, using IRA funds. 1 understand that in the event I desire to use IRA funds I nust execute the
subscription page for the RAINMAKER MANAGED CARE LLC, program for the state of
investment or my state of residence.

Dated:

http://www.rainmakerlifecare.com/realtvoartners/rainmaker rpwr I-'
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By:

Partner

CODE: 22691

Rainmaker Realty Partners I

April 1, 2004, NYCAL Program

SUBSCRIPTION AGREEMENT
The subscription page is written approval by the equity co-partner as to the terms and conditions set
forth in the partnership report and the equity co-partner agrees to be bound by such terms and conditions
and this report shall be deemed a contract enforceable in any court. The Securities and Exchange
Commission (SEC) has not approved or disapproved equity participation units or passed upon the
adequacy of the information in this report. Any representation to the contrary is a crinminal offense.
Neither the Attorney General of the State of New York, nor any securities regulator in any of the fifty
states of the United States has approved or disapproved this equity participation program described
herein or passed upon the adequacy of the information in this report. Any representation to the contrary
is a criminal offense. I am executing this partnership agreement acting for my self or through an agent
associated with Rainmaker management. I understand and have been advised that any agent utilized
herein is subject to various tenns and conditions of integrity regarding the agency representation
represented by this partnership subscription and those terms and conditions are covered by a separate
agent agreement.

Name

Address

City State . .Zip

E-MAIL ADDRESS (REQUIRED)

Telephone Number () -

Cellular Number ( -

Fax Number ( )

Social Security Number - - Date of Birth j__ _

i This is 'NOT' an IRA purchase. ,:: This is an IRA purchase.

I appoint _as my trustee.

REQUIRED FOR K-I YEAR END RETURNS AND/OR 1099 REPORTS TO IRS.

hnp flw~wv.rainmakerlifecare.comrealtvnanners/rainm-'?er Ho.v - 1 -c^
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This is a-purchase with my spouse/partner___YES NO

SPOUSE OR PARTNER'S NAME __

My partner shall __shall not have survivor/executor rights in the event of my
death or incapacity.

___________Number of units purchased @ $1,000 per unit: Total: $ (minimum of
10 units)

I have read the contents of all pages of the partnership report and agree to be bound by same.

I have enclosed my check for the amount set forth at the total above made payable to

Rainmaker Realtyi Partners and mailed it to:-

Rainmaker Realty Partners

C/O: Rainmaker Managed Living, LLC

P.O. Box 1144, Madison Square Station

Code: 22691 New York, NY 10159-1144

http://www.rainmakerlifecare corn/ealtV areVMinmn k"r *- u
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THE SUBSCRIPTION AGREEMENT

The completion of the subscription page of this report is written approval by the equity co-partner as to
the terms and conditions set forth herein and the equity co-partner agrees to be bound by such terms and

conditions and this report shall be deemed a contract enforceable in any court.

The Securities and Exchange Commission (SEC) has not approved or disapproved equity participation
units or passed upon the adequacy of the information in this report. Any representation to the contrary is
a criminal offense. Neither the Attorney General of the State of New York. nor any securities regulator

in any of the fifty states of the United States has approved or disapproved this equity participation
program described herein or passed upon the adequacy of the information in this report. Any

representation to the contrary is a criminal offense.

Name

Address

City State
NY -New York

-zip

Telephone Number

Cellular Number

Fax Number

Social Security Number Date of Birth

REQUIRED OF K- I YEAR END RETURNS AND /OR 1099 REPORTS TO IRS.

I This is NOT an IRA purchase.

This AS an IRA purchase: I appoint as my trustee

I desire Furman Law act as my trustee in this partnership.

Employer Name

Address

City State
NY -New York

Zip

This is a purchase with my spouseipartner:

Spouse or partners name:

My spouse shall nothaveany survivor/executor

http:/www.rainmakerlifecare com/rnr-1--1tv ---- 4-,-,,-'- .- - -
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rights in the event of my death or incapacity.

Number of units purchased @ Sl .0)0 Per unit: Total: S (miinimui of 10 units)

ebtck. and ;anil oIli er ti ps i I t ;k : as p;Itu:- 
4

1w 'l aii rfdi 1cs V '. * teE ll4,sitni dun tin

illcvltm%-Vm or ililf~ s t i-4- 1 14.t l" vs's mt's l -4i t ite fh;-' Fi?)i i,-. i ' il 1;v,0ji: .

buzsinles, 1ahil

I have read the contents of all pages of this report and agree to be bound by same. I have enclosed
my check for the amount set forth at the total above made payable to Rainmaker Realty Partners
and mailed it to:

Rainmaker Realty Partners
Rainmaker Managed Living, LLC
P.O. Box 1144
Madison Square Station
New York, New York, 10159-1144

i Agree j
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Mortgage Partners

Pakone;;tvp Repon

IibscI pion Agtee tient

Rainmaker Managed Living Mortgage Group 41505, LLC

116 W.23rd Street, Suite 500

New York, New York, 10011

Ph: (646) 375-2348 Fax: (646) 375-2235

Welcome to Rainmaker Managed Living Mortgage Group 41505.

My name is Alireza Dilmaghani, Esquire, General Counsel of the Rainmaker Managed Living,
LLC, Corporate Legal Department. I am the Managing Member for Rainmaker Managed Living, LLC. a
New York limited Liability Company (hereinafter referred to as 'Rainmaker Managed Living.
Mortgage Group 41505, LLC,") as well as all other Rainmaker programs. As you read this report you
will see that the expertise and professionalism of the Furman Law Firm legal staff. gives you a safety net
never before experienced and a high yield real estate investment seldom available to the non-
institutional investor.

You will discover that the projected results for the Rainmaker Managed Living Mortgage Group
41505, LLC. plan are a safe and secure harbor for investment capital. Each member is guaranteed a
return of 25% asnual simple interest, paid monthly coupled with an additional 35% paid at the end of
the 36th month.

You will quickly see why Rainmaker Managed Living, Mortgage Group 41505. LLC, is an
exceptionally wise investment secured by multi-million dollar commercial real estate. Rainmaker's legal
staff has solid management skills and real estate ability that comes from a combined total of more than
30 years experience in real estate law as applied to the assisted living industry.

After reading about Rainmaker Managed Living, Mortgage Group 41505, LLC, you will have an
opportunity to put your money to work in a safe investment secured by real estate with an exceptional
above average yield.

25% Guaranteed Annual interest, paid the 1st of each month.

Additional return of 35% "ETF" Early Termination Fee, plus all of the principle on the
36th month, for a total return of 110% in 36 months "GUARANTEED".

The security of having your investment backed by "FULLY PRE-PAID LIFE CARE LEASES" in
multi-milllon dollar commercial real estate properties in the New York City and Southern

California markets that are mortgaged by your LLC Your subscription is secured by the assigned
T.I.C. interest in the property until you receive full repayment at which time the T..C. interest is

released back to Rainmaker.

Risk free participation through Rainmaker Managed Living, Mortgage Group 41505, LLC, a New

http:Ilwww.rainmakerlifecare com/rainmakermonrEat'elt
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York limited liability company.

Having the wisdom and guidance-of a respected legal team to manage and direct your program.

Rainmaker Managed Living, Mortgage Group 41505, 1L.C, Facts.

Let's face it; real estate investing is very profitable, especially hi the New York City and-Southern
California real estate markets. Rainmaker Managed Living. Mortgage Group 41505, LLC. takes the
headache out of owning real estate with a skilled staff of experts who receive their income only after you
make 110% return on your principle.

Why invest with Rainmaker Managed Living, Mortgage Group 41505, LLC?

Rainmaker Managed Liv.ing. Mortgage Group 41505, LLC. inspects the properties.

Rainmaker Managed Living, Mortgage Group 41505. LLC. utilizes an in house professional
management team to handle all the financial and legal concerns.

No 'managerial responsibilities.

Rainmaker Managed Living, Mortgage Group 41505, LLC. guarantees a minumum 25% annual rate of
return paid monthly.

Rainmaker Managed Living, Mortgage Group 41505. LLC, works to minimize risks and maxtimize
profits.

Rainmaker Managed Living, Mortgage Group 41505, LLC, seeks to obtain favorable returns for its
members by tapping into potential real estate opportunities.

Finally, real estate investments are less volatile and risky than most common stocks and bonds, and real
estate provides excellent portfolio diversification.

I thank you for taking the time to review the Rainmaker Managed Living. Mortgage Group 41505. LLC,
program and invite .you.to call Rainmaker at 646-375-2348.

http://%w-w-raimnakertifecare.eomhraimnaker,-.o,...pei~r/ c-er
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RAINMAKER MANAGED LIVING,
MORTGAGE GROUP, 41505 LLC

A New York Limited Liability Company

A LIMITED LIABILITY COMPANY, TARGETED FIRST POSITION MORTGAGE
PROGRAM WITH T.L.C. TENANCY IN COMMON SECURITY INTEREST

FOR INDEPENDENT LIVING, ASSISTED LIVING & ADULT LIVING
FACILITIES

(Suitable for Cash Subscriptions and Self -Directed IRA participants only)

April 15, 2005

Rainmaker Managed Living, Mortgage Group, 41505, LLC,
116 W. 23rd Street Suite 500

New York, NY 10011
4646) 375.2348

Operating Agreement for
Rainmaker Managed Living, Mortgage Group, 41505 LLC,

A New York Limited Liability Company

RAINMAKER MANAGED LIVING
MORTGAGE GROUP 41505, LLC

April 15,2005

A New York Limited Liability Company

Operating Agreement for
Rainmaker Managed Living, Mortgage Group, 41505 LLC,
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Rainmaker Managed Living LLC

A New York Limited Liability Company

THIS OPERATING AGREEMENT is made and entered into as of April 15. 2005, by and among
Rainmaker Managed Living, Mortgage Group, 41505 LLC. a New York LLC (the "Company") and the
persons executing this Operating Agreement as Members of the Company and all of those who shall
hereafter be admitted as Members (individually. a 'Member' and collectively, the "Members') who
hereby agree as follows:

WITNESSETH:

1. Whereas, the Members desire to enter into this agreement ('Operating Agreement" or "Agreement")
for the purposes of governing the Company, to and for the sole purpose of investing in, purchasing,
selling, granting, leasing or taking an option on buildings-and lands solely for investment purposes and
not as a trade. The Company shall not conduct any other business unless related to the adult living,
assisted living, and/or other commercial businesses or the use of the associated real estate purchased by
the members for any lawful residential. industrial or commercial use, unless approved by unanimous
consent of all Members.

2. Whereas, the Members intend to operate the Business, appoint a person or persons to assume
responsibility for certain management matters (the "Manager") and provide for the restriction on the
transfers of ownership interests in the Company ("Interests").

NOW, THEREFORE, in consideration of the mutual premises below, and other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged, it is agreed
as follows:

L. ORGANIZATION

1. Formation. The Company-has been organized as a STATE OF NEW YORK, LLC under
and pursuant to the NEW YORK STATE LLC ACT, by the filing of Articles of
Organization ("Articles") with the Department-of State of the State of New York as required
by the Act.

2. Name. The name of the Company shall be "Rainmaker Managed Living,Mortgage Group,
41505, LLC". The Company may also conduct its business under one or more assumed
names, as operating needs may dictate in the future. Such assumed names shall be totally
owned and controlled by Rainmaker Managed Living, Mortgage Group. 41505, LLC.

3. Purposes. The purpose of the Company is to engage in any activity for which an LLC
may be formed under the Act for purposes only of advancing the Business as defined above.
The Company shall have all the powers necessary or convenient to affect any purpose for
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which it is formed. including all powers granted by the Act. as set forth in the
RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505. LLC.
PROGRAM REPORT

4. Duration. The Company shall continue in existence for the period fixed in the Articles of
Organization for the duration of the Company of three (3) years, or until the Company shall
be sooner or later dissolved and its affairs wound up in accordance with the Act or this
Operating Agreement.

5. Registered Office and Resident Agent. The Registered Office and Resident Agent
(Managing Member) of the Company shall be as designated in the initial Articles or any
amendment thereof, as Alireza Dilmaghani, Esquire, Attorney at Law. General Counsel of
the Corporate Legal Department for Rainmaker Managed Living, LLC, (646) 375-2348. The
Registered Office and/or Resident Agent (Managing Member) may be changed from time to
time. Any such change shall be made in accordance with the Act. If the Resident Agent
(Managing Member) shall ever resign, the. Company shall promptly seek a successor
resident agent by giving written notice to the Members, and seeking a majority vote of the
members as to whom such successor shall be.

6. Intention for Company. The Members have formed the Company as an LLC under and
pursuant to the Act.

The Members specifically intend and agree that the Company shall not be. for legal purposes
a partnership (including, a limited partnership) or any other venture. but shall be a LLC
under and pursuant to the Act. desiring partnership tax treatment.

No Member or Manager shall be construed to be a partner in the Company or a partner of
other Member, Manager. or person; and the Articles, this Operating Agreement, and the
relationships created thereby and arising there from shall not be construed to suggest
otherwise.

H. BOOKS, RECORDS AND ACCOUNTING

1. Books and Records. The Company shall maintain complete and accurate books and
records of the Company's business and affairs as required by the Act and such books and
records shall be kept at the Company's Registered Office, located within the Corporate Legal

Department for Rainmaker Managed Living. LLC, 116 W. 23rd Street. Suite 500, New
York, New York, 10011, (646) 375-2348.

2. Fiscal year, accounting. The Company's fiscal year shall be the calendar year. The
particular accounting methods and principles to be followed by the Company shall be
selected by the treasurer for the Company ("TREASURER") who is hereby designated as
Liz Pamela Checo, of the Rainmaker Managed Living, LLC COmpliance Deaprtment, 116
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W. 23rd Street, Suite 500, New York, New York. 1()011, (646) 375-2348. The Accountant
may be changed bv written Notice of the then serving Manager, consented to in writing by at
least Two (2) Members.

3. Reports. The Managers shall provide reports concerning the financial condition and
results of operation of the Company and the Capital Accounts of the Members to the
Members in the time, manner. and form as the Manager determines. Such reports shall be
provided at least annually as soon as possible after the end of each calendar year and shall
include a statement of each Member's share of profits and other items of income, gain, loss,
deduction and credit.

4. Member's Capital Accounts. Separate Capital Accounts for each Member shall be
maintained by the Company. Each Member's Capital Account shall reflect the Member's
capital contributions and increases for the Member's share of any net income or gain of the
Company. Each Member's Capital Account shall also reflect decreases for distributions
made to the Member and the Member's share of any losses and deductions of the Company.
Definition of Capital Account. A separate capital account shall be maintained for each
Member or Assignee. in accordance with the provisions below ("Capital Account").
Increases in Capital Account. Each Member's Capital Account may be increased by: The
amount of money contributed by the Member to the Company. The fair market value of
property contributed by the Member to the Company i.e., the net of liabilities secured by
such contributed property that the Company is considered to assume or take subject to under
the Internal Revenue Code. If any property, other than cash, is contributed to or distributed
by the Company, the adjustments to Capital accounts required by any applicable Treasury
Regulation shall be made. The Member's share of the increase in the tax basis of Company
property, if any, arising out of the recapture of any tax credit. Allocations to the Member of
Profit. Allocations to the Member of income or gain as provided under this agreement or
otherwise by Treasury Regulation. Decreases in Capital account. Each Member's Capital
Account shall be decreased by, the amount of money distributed to the Member by the
Company. The fair market value of property distributed to the Member by the Company i.e.,
net of liabilities secured by such distributed property that such Member is considered to
assume or take subject to under the Internal Revenue Code. Allocations to the Member of
Losses. Allocations to the Member of deductions, expenses, Non-recourse Deductions and
Net Losses allocated to it pursuant to this Agreement, and the Member's share of Company
expenditures which are neither deductible nor properly chargeable to Capital Accounts
under the Internal Revenue Code or applicable Treasury Regulation or are treated as such
expenditures under the Internal Revenue Code or applicable Treasury Regulation Non-
Recourse Deductions" shall have the meaning set forth under the Internal Revenue Code or
applicable Treasury Regulation. The Member's share of the decrease in the basis of the
Company's property under the Internal Revenue Code or applicable Treasury Regulation
arising from the allowance of any tax credit. Capital Account Transferee. In the event of a
permitted sale or exchange of an interest in the Company, the Capital Account of the
transferor shall become the Capital Account of the Transferee to the extent it relates to the
transferred Interest in accordance with under the Internal Revenue Code or applicable
Treasury Regulation.
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5. Capital Accounts Shall Comply with Code Sec 7049(b)

The manner in which Capital Accounts are to be maintained pursuant to this Agreement is
intended to comply with the requirements of Code Sec. 704(h) and the Regulations there
under. It is the specific intent of the Members that all such further or different adjustments as
may be required pursuant to Code Sec. 704 and any Regulations there under are made, so as
to cause the allocations prescribed hereunder to be respected for tax purposes.

Therefore, if in the opinion of the Accountant (or if the accountant is unable or unwilling to
act, the Manager), the manner in which Capital accounts are to be maintained pursuant to
this Agreement should be modified to comply with Code Sec. 704 (b) and the Regulations
there under, then notwithstanding anything to the contrary contained in this Agreement, or
any other agreement between the Parties, the method in which Capital Accounts are
maintained shall be so modified. However, any change in the manner of maintaining Capital
accounts shall not materially alter the economic agreement between or among Members.
Each Member hereby appoints the Manager the Tax Matters Member and Agent for the
purpose of making any amendment to this Agreement solely for purposes of complying with
this provision.

III. CAPITAL CONTRIBUTIONS

1. Initial Commitments and Contributions. By the execution of this Operating
Agreement, the initial Members hereby agree to make capital contributions as set forth in the
program report attached hereto as exhibit "B". The interests of the respective Members in
the total capital of the Company (their respective "Sharing Ratios", as adjusted from time to
time to reflect changes in the Capital Accounts of the Members and the total capital in the
Company) shall be reported as they occur in writing to each member.

2. Additional Contributions. Other than the members initial capital contribution there will
be no "INVOLUNTARY" additional capital contribution.

IV. ALLOCATIONS AND DISTRIBUTIONS

1. Allocations. Except as may be required by the Code as amended or by this Operating
Agreement, net profits, net losses. and other items of income, gain, loss, deduction and
credit of the Company shall be allocated among the Members in accordance with their
Sharing Ratios.

2. Distributions. The Managers may make distributions to the Members on the first of each
month. All distributions shall be made to the Members in accordance with their Sharing
Ratios. Distributions shall be in cash (by trust account check) mailed to the member's
address of record.
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3. Family Partnership Savings Provision. Notwithstanding anything in this Operating
Agreement to the contrary, should any provision of this Operating Agreement, or any act ot
the parties, result in violation of the family partnership provisions of Code Sec. 704(e) or the
regulations and cases there under, the Managers may amend this Agreement. or take any
other actions reasonably necessary to prevent such violation, or to correct such violation.

V. DISPOSITION OF MEMBERSHIPINTERESTS

1. General. Every sale, assignment. transfer, exchange. mortgage, pledge, grant.
hypothecation or other disposition of any Membership Interest shall be made only upon
compliance with this Article. No Membership Interest shall be disposed of if the disposition
would cause a;termination of the Company under Sec 708 of the Internal Revenue Code of
1986, as amended; without compliance with any and all state and federal securities laws and
regulations; and unless the assignee of the Membership Interest provides the Company with
the information and agreements that the Managers may require in-connection with such
disposition, including but not limited to an executed counterpart of this Agreement.

No Member shall be entitled to assign, convey, sell, encumber, or in any way alienate all or
any part of its Membership Interest in the Company and ais a Member except with the prior
written consent of a majority in the interest of the non-transferring Members, which consent
may be given or withheld, conditioned, or delayed (as allowed by this Agreement or the
Act), as the non-transferring Members may determine in their sole discretion. Transfers in
violation of this provision shall only. be effective to the extent of an assignment of such
interest with only rights set forth in the following provision "Permitted Dispositions".

2. Permitted Dispositions. Subject to the provisions of this Article, a Member may assign
such Member's Membership Interest in the Company in whole or in part. The assignment of
a Membership Interest does not in itself entitle the assignee to participate in the management
and affairs of the Company or to become a Member. Such assignee is only entitled to
receive, to the extent assigned, the distributions the assigning Member would otherwise be
entitled to, and such assignee shall only become an assignee of a Membership Interest and
not a Substitute Member.

3. Admission of Substitute Members. An assignee of a Membership Interest shall be
admitted as a Substitute Member and shall be entitled to all the rights and powers of the
assignee only if the other Members unanimously consent. If admitted, the Substitute
Member has, to the extent assigned, all of the rights and powers. and is subject to all of the
restrictions and liabilities of a .Member.

VI. MEETINGS OF MEMBERS

1. Voting. Except to the extent provided to the contrary in this Agreement, all Members
shall be entitled to vote on any matter submitted to a vote of the Members. Notwithstanding
the foregoing, the Members shall have the right to vote on all of the following: The-
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dissolution of the Company pursuant to the provisions of this Operating Agreement that
permit a dissolution of the Company upon the unanimous consent of the Members; The
merger of the Company: A transaction involving an actual or potential conflict of interest
between a Manager and the Company; An amendment to the Articles of Organization; The
sale, exchange, lease or other transfer of all or substantially all of the assets of the Company
other than in the ordinary course of business.

2. Required Vote. Unless a greater vote is required by the Act or the Articles of
Organization, the affirmative vote or consent of a majority of the Sharing Ratios of all the
Members entitled to vote or consent on such matter shall be required.

3. Meetings. An annual meeting of Members for the transaction of such business as may
properly come before the Meeting, shall be held at such place, on such date and at such time
as the Managers shall determine. Special meetings of Members for any proper purpose or
purposes may be called at any time by the Managers or the holders of at least Ten Percent
(10%) of the Sharing Ratios of all Members. The Company shall deliver or mail written
Notice stating the date, time, place, and purposes of any meeting to each Member entitled to
vote at the meeting. Such Notice shall be given no less than Ten (IO) and no more than Sixty
(60) days before the date of the meeting. All meetings of Members shall be presided over by
a Chairperson who shall be a Manager. A Member may participate and vote at such meeting
via telephone or Internet conference call.

4. Consent. Any action required or permitted to be taken at an annual or special meeting of
the Members may be taken without a meeting, without prior notice, and without a vote, if
consents in writing, setting forth the action so taken, are signed by the Members having no
less than the minimum number of votes that would be necessary to authorize or take action
were present and voted. Every written consent shall bear the date and signature of each
Member who signs the consent. Prompt Notice of the taking of action without a meeting by
less than unanimous written consent shall be given to all Members who have not consented
in writing to such action.

VII. MANAGEMENT

1. Management of Business. The Company shall be managed by Alireza Dilmaghani,
Esquire, (Managing Member) Attorney at Law. General Counsel of the Corporate Legal
Department for Rainmaker Managed Living, LLC.I 16 W. 23rd Street, Suite 500. New York.
NY 10011, (646) 375-2348, so long as he is able and willing to serve. If Alireza
Dilmaghani, shall ever resign, or be unable or unwilling to serve the Company shall
promptly seek a successor Manager by giving written notice to the Members, and seeking a
majority vote of the members as to whom such successor shall be. The terms, duties,
compensation, and benefits, if any, of the Managers shall be as follows: Alireza Dilmaghani.
Esq., shall receive compensation for serving as Manager as follows: One Dollar Annually.
The duties of the Manager shall be those duties reasonably necessary to conduct the
Business of the Company, and shall include, but not be limited to: Normal day to day
management with distribution authority and annual reporting authority, and such other
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authority as may be required to manage the company within the meaning of the California
LLC Act. all United States Treasury Regulations and all Internal Revenue Code sections
relating to the management of the company.

2. Removal of Managers. Any Manager (Managing Member) may he removed at any time,
with or without cause, by the affirmative vote of Seventy-Five (75%) of the Membership
Interests in the Company then entitled to vote.

3. General Powers of Managers. Except as may otherwise be provided in this Operating
Agreement, the ordinary and usual decisions concerning the business and affairs of the
Company, shall be made by the Managers,(Managing Member). The managers have the
power, on behalf of the Company, to do all things necessary or convenient to carry out the
business and affairs of the Company, including, the power to:. Purchase, lease, or otherwise
acquire any real or personal property; Sell, convey, mortgage, grant a security interest in,
pledge. lease, exchange, or otherwise dispose or-encumber any real or personal property;
Open one or more depository accounts and make deposits of any checks into same and
withdrawals against such accounts; Borrow money, incur liabilities, and other obligations;
Enter into any and all agreements and execute any and all contracts, documents, and
instruments relating to the Business; Engage consultants and agents, define their respective
duties and establish their compensation or remuneration; Obtain insurance covering the
Business and affairs of the Company; Participate with others in partnerships, joint ventures.
and other associations and strategic alliances only where same are directly in pursuit of the
Business, as defined above. As an express limitation on the nature of the Business and the
powers granted the Managers herein, the Company is intended to hold interests in real estate
for investment purposes only, and no activities inconsistent with such limited purposes shall
be undertaken.

4. Limitations. Notwithstanding the foregoing and any other provision contained in this
Operating Agreement to the contrary, no act shall be taken, sum expended, decision made,
obligation incurred, or power exercised, by any Manager on behalf of the Company except
by the consent of Seventy-Five (75%) of all Membership Interests with respect to: Any
significant and material purchase, receipt, lease, exchange, or other acquisition of any real or
personal property or business; The sale of all or substantially all of the assets and property of
the Company; Any mortgage, grant of security interest, pledge, or encumbrance upon all or-
substantially all of the assets and property of the-Company; Any merger; Any amendment or
restatement of the Articles or of this Operating Agreement; Any matter which could result in.
a change in the amount or character of the Company's capital; Any change in the character
of the business and affairs of the Company; The commission of any act which would make it
impossible for the Company to carry on its ordinary business and affairs: Any act that would
contravene any provision of the Articles or of this Operating agreement or the Act.

5. Standard of Care. Every Manager shall discharge his or her duties as a Manager in good
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faith. with care an ordinary prudent person in a like position would' exercise under similar
circumstances, and in a manner he or she reasonably believes to be in the best interests of
the Company. A manager shall not be liable for any monetary damages to the Company for
any breach of such duties except for a receipt of a financial benefit to which the Manager is
not entitled; voting for or assenting to a distribution to Members in violation of this
Operating Agreement or the Act; or a knowing violation of the law.

VIII. EXCULPATION OF LIABILITY: INDEMNIFICATION

I. Exculpation of liability. Unless otherwise provided by law or expressly assumed, a
person who is a Member or Manager. or both, shall not be liable for the acts, debts or
liabilities of the Company.

2. Indemnification. Except as otherwise provided in this Article, the Company shall
indemnify any Manager and may indemnify any employee or agent of the Company who
was or is a party or is threatened to be made a party to a threatened, pending or completed
action, suit or proceeding, whether civil, criminal, administrative, or investigative, and
whether formal or informal. other than an action by or in the right of the Company, by
reason of the fact that such person is or was a Manager, employee or agent of the Company
against expenses, including attorney's fees, judgments, penalties, fines, and amounts paid in
settlement actually and reasonably incurred by such person in connection with the action.
suit or proceeding, if the person acted in good faith, with the care an ordinary prudent person
in a like position would exercise under similar circumstances, and in a manner that such
person reasonably believed to be in the best interests of the Company and with respect to a
criminal action or proceeding, if such person had no reasonable cause to believe such
person's conduct was unlawful.

To the extent that a Member, employee, or agent of the Company has been successful on the
merits or otherwise in defense of an action, suit, or proceeding or in the defense of any
claim, issue, or other matter in the action, suit, or proceeding, such person shall be
indemnified against actual and reasonable expenses, including attorney's fees, incurred by
such person in connection with the action, suit, or proceeding and any action, suit or
proceeding brought to enforce the mandatory indemnification provided herein. Any
indemnification permitted under this Article, unless ordered by a court, shall be made by the
Company only as authorized in the specific case upon a determination that the
indemnification is proper under the circumstances because the person to be indemnified has
met the applicable standard of conduct and upon an evaluation shall be made by a majority
vote of the Members who are not parties or threatened to be made parties to the action, suit,
or proceeding. Notwithstanding the forgoing to the contrary,. no indemnification shall be
provided to any Manager. employee. agent of the Company for or in connection with the
receipt of a financial benefit to which such person is not entitled, voting for or assenting to a
distribution to Members in violation of this Operating Agreement or the Act, or a knowing
violation of law.
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IX. OTHER ACTIVITIES

Any Member and the Managers may engage in other business ventures of every nature,
including, without limitation by specification, the ownership of another business similar to
that operated by the Company. Neither the Company nor any of the other Members shall
have any right or interest in any such independent venture or to the income and profits
derived there from.

X. DISSOLUTION AND WINDING UP

1. Dissolution. The Company shall dissolve and its affairs shall be wound up on the first to
occur of the following events: At any time specified in the Articles or this Operating
Agreement; Upon the happening of any event specified in the Articles or this Operating
Agreement; By the unanimous consent of all Members; Upon the death, withdrawal,
expulsion, bankruptcy, or dissolution of a Member or the occurrence of any other event that
terminates the continued membership of a Member in the Company unless within Ninety
(90) days after the disassociation of membership, a majority in interest of the remaining
Members consent to continue the business of the Company and to the admission of one or
more Members as necessary.

2. Winding Up. Upon dissolution, the Company shall cease carrying on its business and
affairs and shal cn-lmimencce the winding up of the Company's business and affairs and
complete the winding up as soon as practicable. Upon the winding up of the Company, the
assets of the Company shall be distributed first to creditors to the extent permitted by law. in
satisfaction of Company debts, liabilities, obligations ant then to Members and former
Members first, in satisfaction of liabilities for distributions and then, in accordance with
their Sharing Ratios. Such proceeds shall be paid to such Members within One Hundred
Twenty (120) days after the date of winding up.

XI. MISCELLANEOUS PROVISIONS

1. Terms. Nouns and pronouns will be deemed to refer to the masculine, feminine, neuter,
singular, and plural, as the identity of the person or persons, firm, or corporation may in the
context require. The term "Internal Revenue Code" and/or "Treasury Regulations" shall
refer to the Internal Revenue Code of 1986, as amended.

2. Artide Headings. The Article headings and numbers contained in this Operating
Agreement have been inserted only as a matter of convenience and for reference, and in no
way shall be construed to define, limit, or describe the scope or intent of any provision of
this Operating Agreement.

3. Counterparts. This Operating Agreement may be executed in several counterparts, each
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of which will be deemed an original but all of which will constitute one and the same.

4. Entire Agreement. This Operating Agreement constitutes the entire agreement among
the parties hereto and contains all of the agreements among said parties with respect to the
subject matter hereof. This Operating Agreement supersedes any and all other agreements,
either oral or written. between said parties with respect to the subject matter hereof.

5. Severability. The invalidity or unenforceability of any particular provision of this
Operating Agreement shall not effect the other provisions hereof, and this Operating
Agreement shall be construed in all respects as if such invalid or unenforceable provisions
were omitted.

6. Amendment. This Operating Agreement may be amended or revoked at any time by a
written agreement executed by all of the parties to this Operating Agreement, except where a
lesser percentage of Membership Interests is permitted elsewhere in this Operating
Agreement. No change or modification to this Operating Agreement shall be valid unless in
writing and signed by all of the parties to this Operating Agreement.

7. Notices. Any Notice permitted or required under this Operating Agreement shall be
conveyed to the party at the address reflected in this Operating Agreement and will be
deemed to have been given. when deposited in the United States mail, postage pre-paid, or
when delivered in person, or bv a national overnight courier or by facsimile transmission
(the receipt of which is confirmed by the sending fax unit printout).

8. Binding Effect. Subject to the provisions of this Operating Agreement relating to
transferability, this Operating Agreement will be binding upon and shall inure-to the benefit
of the parties. and their respective distributee's heirs, successors and assigns.

9. Governing Law. This Operating Agreement is being executed and delivered in the State
of New York and shall be governed by, construed, and enforced in accordance with the laws
of the State of New York.

NQOiRERGAINGMETHOD Q OPERAT ION

The purpose of the Rainmaker Managed Living.Mortgage Group,41505, LLC is to engage in the financing
of the real estate used by any Rainmaker entity for independent living, assisted living, adult living, life care
and nursing home properties by use of first position mortgages on such properties. Rainmaker Managed
Living,Mortgage Group, 41505, LLC. will be a targeted blind pool that will finance properties which have.
yet to be optioned, placed. under contract, acquired or owned and managed by other Rainmaker Entities,
which are listed in the "OPERATIONAL FLOW CHART" section of the program report. The LLC will
occasionally be compelled to invest in other commercial, industrial or residential property which may be an
adjunct to space containing the facility intended to be used for assisted living, adult living and/or nursing
home operations. An example would be a 1O-story building wherein the first floor, or a portion of a
structure is commercial space and the remaining floors are a former hotel, which could be converted to use
as an assisted living, adult living and/or nursing home operation. Fractional member interests may be
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purchased, with such fractional interests being made to equal one position as part of the overall 35members. The Rainmaker Managed LivingAMortgage Group.41505. LLC -Aill have a Tenancy In Commom.
[T.I.C.1 security interest guaranty In multimillion dollar commercial real estate properties in the New York
City and Soutbern California markets that are mortgaged by Rainmaker Managed Living,Nlortgage
Group.41505, LLC.Your subscription is secured by the assigned T.I.C. interest in the property until you
recieve full repayment at which time the T.l.C. interest is re-assigned to Rainmaker.Ulpon satisfactory
payment of the mortgages placed herein the members of the L.LC will no longer have any interest in the
property or the operations conducted on the property. This is a targeted blind pool for exclusive use of
Rainmaker entities and is not a bank or trust company dealing, with the public.This LLC will terminate
after three years as stated supra or the term of the LLC may be increased in tenure by vote of the
members.

IN WITNESS WHEREOF, the parties hereto make and execute this Operating Agreement
on the dates set below their names, to be effective on the date first above written.

WITNESSETH:

Rainmaker Managed Living
Mortgage Group, 41505, LLC, 4115105

Ast Atireza Dilmaghani

Alireza Dilmaghani, Esq, Managing Member
Rainmaker Managed Living, Mortgage Group. 41505 LLC, [California]
Rainmaker Corporate Legal Department,
116 W. 23rd Street, Suite 500
New York, New York, 10011,
Telephone: (646) 375-2348.

RAINMAKER MANAGED LIVING
MORTGAGE GROUP 41505 LLC

A LIMITED LIABILITY COMPANY
TARGETED FIRST POSITION MORTGAGE PROGRAM, WITH T.L.C. TENANCY

IN COMMON SECURITY INTEREST

FOR INDEPENDENT LIVING, ASSISTED LIVING & ADULT LIVING
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FACILITIES

(Suitable for Cash Subscriptions and self directed IRA participants)

April 15, 2005

Rainmaker Managed Living, Mortgage Group, 41505, LLC,
CIO: Rainmaker Managed Living LLC

Corporate Legal Department
116 W. 23rd Street, Suite 500

New York, NY 10011
(646) 375-2348

'PROGRAM REPORT"

This program report describes the business plan for Rainmaker Managed
Living,Mortgage Group, 41505 LLC, a New York Limited Liability Company.

1000 FULL MEMBERSHIP UNITS AT $25,000.00 PER UNIT. TOTAL OFFERING
TWENTY FIVE MILLION DOLLARS ($25,000,000.00)

Rainmaker Managed LivingMortgage Group, 41505 LLC, a New York Limited
Liability Company, is designed as a targeted, blind pool, first position "PRIVATE"
mortgage financing program, which will invest in assisted living, adult living and
nursing home facilities operated by RAINMAKER entities only and shall not invest in
any other property associated with any other owner except those properties owned
and/or managed by a RAINMAKER entity. This LLC is not to be considered a Bank
or Trust Company dealing with the public in any manner.

OPERATIONAL FLOW CHART: Please read this section carefully as it is important
that you understand the complexities of owning and LICENSING Independent Living,
Assisted Living and Nursing Home properties.

The Rainmaker Group at the present time operates in two states. New York and
California. The operations plan calls for expansion on a nationwide basis over the next
five (5) years. The Rainmaker Group is or will be engaged in the operation of three
types of facilities. Independent Living, Assisted Living and Nursing Homes, which will
offer standard and specialized acute care options.

Each and every state has a stringent set of rules regarding who may operate a
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LICENSED facility. Keeping these license requirements in mind Rainmaker has
structured its operations to meet these licensing needs. Rainmaker uses a three-tier
approach. The Property is owned by the individual LLC for the state in which it is
located. At this time there are two property LL.Cs. RAINMAKER MANAGED
LIVING. LLC (CALIFORNIA) AND RAINMAKER MANAGED LIVING, LLC
(NEW YORK)

The California LLC will own any California property and the New York LLC will own
any New York property. Additionally, there are two general partnerships, which
operate as DBAs. Rainmaker Realty Partners New York, (a New York State DBA) and
Rainmaker Realty Partners California, (a California State DBA) These DBAs own the
businesses contained on the property in each state.

The DBAs are controlled by Alireza Dilmaghani. Mr. Dilmaghani is a licensed New
York State attorney and Real Estate Broker. The DBAs have a contractual
arrangement wherein all profits are turned over to their respective companion LLC
for the state the DBA operates in. The DBAs apply for and hold the state license to
operate the facility. This plan allows for a single individual (Mr. Dilmaghani) to hold
the license to operate the facility and alleviates the need for each member of the LLC
to be on the license.

If this operational plan were not utilized then each member would have to give each
state the permission to check the individual members background, check the members
credit, and the members would each have to appear in person to take nicturem andl viverigerprints and personal financial statements to each state licensing authority.
Additionally no license would be granted until all the members were vetted and
approved causing needless massive delay and confusion.

An agreement is in place between the DBAs and the LLCs,that all profits win be given
to the LLCs by the DBAs and Mr. Dilmaghani will not be compensated in any manner
for his services as licensee. Additionally the contract contains provisions which turn
over all rights of ownership in the business to the LLCs in the event the LLC members
vote to remove Mr. Dilmaghani. Finally each DBA and LLC has an interchangeable
agreement wherein all profits from the four entities will be pooled and shared amongst
the members.Additionally Rainmaker Managed LivingMortgage Group,41505, LLCwill have a Tenancy In Common, IT.I.C.) security interest guaranty in multimillion
dollar commercial real estate properties in the New York City and Southern California
markets that are mortgaged by Rainmaker Managed LivingMortgage Group,41505,
LLC.Your subscription is secured by the assigned T.I.C. interest in the property until
you recieve full repayment at which time the T.I.C. interest is re-assigned to
Rainmaker.Upon satisfactory payment of the mortgages placed herein the members ofthe LLC will no longer have any interest in the property or the operations conducted
on the property.
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The Rainmaker Group operates two additional LLC entities which are the subject of
this program. Rainmaker Managed Living Mortgage Group 41505, LLC and
Rainmaker Managed Living SMHC Kings Park, LLC. These two entities are separate
and apart from the operating entities set forth supra. These two entities raise capital to
finance property acquisition for use by the Rainmaker Group of companies. Members
in these two entities have no ownership interest in the property and/or business.
Members in these two entities are holders of first position mortgages, which carry a 30-
year amortization and three-year payoff as describe in the program report. These
entities offer an exceptional payout over a three-year period. The members of these
entities are fully secured by a first position mortgage on the real estate utilizing such
mortgage funds.

REGISTRATION WITH

STATE OR FEDERAL SECURITIES AGENCY

The target, blind pool, first position mortgage program described herein is not
considered a public offering or a private offering of securities or a limited partnership
exempt from registration under any State or Federal securities act as the subscribers
herein are subscribers with full control over any property upon which a mortgage shall
be placed. It is the opinion of the managing member that based upon the fact that all
members in the Rainmaker Managed LivingMortgage Group,41505, LLC will have a
Tenancy In Common, [T.I.C.] security interest guaranty in multimillion. dollar
commercial real estate properties in the New York City and Southern California
markets that are mortgaged by Rainmaker Managed LivingMortgage Group,41505,
LLC, the assigned T.I.C. interest in the property renders all subscribers as possessing
full control over any property upon which a mortgage shall be placed that such control
makes the subscriber a controlling member, not a passive investor under the laws of all
fifty (50) states, and renders any such registration under any Federal or State Blue Sky
registration or securities act non-applicable as this program is a Limited Liability
Company not a third party trust, limited partnership, stock offering or note offering.

WHAT IS INDEPENDENT, ASSISTED & ADULT LIVING?

Independent Living is for people who need no care. Assisted living facilities are for people
needing assistance with Activities of Daily Living (ADL) but wishing to live as
independently as possible for as long as possible. Assisted living exists to bridge the gap
between independent living and nursing homes. Residents in assisted living centers are not
able to live by themselves but do not require constant care either. Assisted living facilities
offer help with ADL such as eating, bathing, dressing, laundry, housekeeping, and assistance
with medications. Many facilities also have centers for medical care; however, the care
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offered may not be as intensive or available to residents as the care offered at a nursing
home. Assisted living is not an alternative to a nursing home, but an intermediate level of
long-term care appropriate for many seniors.

Rainmaker Managed Living, Mortgage Group,
41505, LLC,

Overall Objectives and Strategy
Investment Objective: Rainmaker Managed Living, Mortgage Group, 41505, LLC, shall
hold first position mortgages on properties owned and/or managed by other Rainmaker
entities. The Rainmaker Managed Living, Mortgage Group, 41505, LLC, program seeks
favorable returns primarily through income from real estate investments as applied to
facilities owned by other Rainmaker entities. Rainmaker Managed Living, Mortgage Group,
41505. LLC, will not own the property. Rainmaker Managed Living, Mortgage Group,
41505, LLC, will hold a first position mortgage on the property only and upon satisfactory
repayment of such first position mortgage Rainmaker Managed Living. Mortgage Group,
41505, LLC. shall cease to have any connection with the property or the operations
conducted on the property.

Investment Strategy: Rainmaker Managed Living, Mortgage Group, 41505, LLC, will
invest 100 percent of its assets directly in first position mortgages for facilities onrated hy
Rainmaker entities such as independent living, assisted living, adult living and nursing home
real estate owned and other real estate operated by Rainmaker entities only. Other than the
mortgage Rainmaker Managed Living, Mortgage Group, 41505. LLC, will have no other
interest in the property.

Rainmaker Entities are those Independent Living, Assisted Living, Adult Living, Life
Care and Nursing Home Facilities which are now or shall in the future be acquired
and/or operated by Rainmaker entities (see operation flow chart). Rainmaker
Managed Living, Mortgage Group, 41505, LLC, will "NOT' invest the funds of
Rainmaker Managed Living, Mortgage Group, 41505, LLC, held in escrow by the
managing member of Rainmaker Managed Living, Mortgage Group, 41505, LLC, inany property which is not owned and/or operated by a Rainmaker Entity. ALL
INVESTMENTS MADE BY RAINMAKER MANAGED LIVING, MORTGAGE
GROUP, 41505, LLC, SHALL BE FIRST POSITION MORTGAGES ONLY UNLESS
SUBROGATED POSITIONS ARE AGREED TO IN ADVANCE BY A MAJORITY
OF THE MEMBERS. All RAINMAKER MANAGED LIVINGMORTGAGE
GROUP, 41505, LLC, funds will be held in an attorney's trust account at Commerce
Bank, 1995 Broadway,New York, NY 10023.

Rainmaker Managed Living. Mortgage Group. 41505. LLC, is a blind pool mortgage fund
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which will hold first position mortgages on various assisted living, adult living and nursing
home facilities located throughout the United States primarily focused in New York City
and Southern California.

Rainmaker Managed Living, Mortgage Group. 41505, LLC,, plan of operation shall be to
operate in a manner designed to return to the member a total of 110% simple interest over
three years (36 Months). The plan includes 25% annual interest paid monthly from interest
only mortgage payments made by Rainmaker entities.

The mortgages initiated by the April 15, 2005. shall be three (3) year instruments with a
payout comprised of 35 monthly simple interest only payments and a 36th month final
payment consisting of an ETF Early Termination Fee of 35% and repayment of the
principle.

Each and every first position mortgage loan made by the LLC shall carry a special interest
only payment provision which will require an additional 35% ETF Early Termination Fee
above and beyond the full repayment of the original mortgage loan. Terms may be extended.
suspended, modified or renegotiated upon a vote of a 51% majority of members of record
after a vote is requested by the managing member as to any extension, suspension,
modification or renegotiation.

Rainmaker Managed Living. Mortgage Group. 41505, LLC, will acquire first position
mortgages to finance assisted living facilities, life care contract facilities and nursing home
facilities owned and operated by other Rainmaker entities. These first position mortgages
will have a 30 year amortization subject to an ETF (Early Termination Fee) provision of 36
months resulting in a three year payout. There will be interest only payments in the first 36
months and a final payoff at the end of the 36th month. Thereafter the partnership will cease
to exist, unless extended by a vote of the members upon request from the managing member

Rainmaker Managed Living, Mortgage Group, 41505. LLC, will execute a 30 year
amortized mortgage at 9.50 percent interest. The mortgage will be structured wherein the
Rainmaker entity which owns the property will pay to Rainmaker Managed Living,
Mortgage Group, 41505, LLC, on the first day of each month 'ACCELERATED" interest
only payments of $25,000.00 per month for each One Million Dollars borrowed for a period
of 36 months. On the last business day of the 36th month the-mortgage will be retired and an
early termination fee of 35% of the principle hereinafter referred to as the ETF will be
assessed.

On each One million Dollars loaned Rainmaker Managed Living. Mortgage Group, 41505.
LLC, will receive Three Hundred Thousand Dollars [$300,000.001 annually of which Two
hundred-and Fifth Thousand Dollars [$250,000.00] will be distributed to the members. The
remaining balance will be used to manage Rainmaker Managed Living, Mortgage Group.
41505, LLC, and pay expenses.

http://w-ww.railunakerlifecare.conilrainmakennoneaaelclDartnershi-..re.- I- c on'1-<
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Upon termination at the end of the 36th month Rainmaker Managed Living, Mortgage
Group, 41505, LLC. will receive the principle of One Million Dollars [$1.000.000.001 and
the ETF of Three Hundred and Fifty Thousand Dollars. [$350.000.001

The One Million Dollars J$1 000,000.00] principal and the ETF of Three Hundred and Fifty
Thousand Dollars. 1$350,000.001 will be distributed to Rainmaker Managed Living.
Mortgage Group. 41505. LLC, members accordingly pursuant to the number of units held in
the LLC.

GRANDFATHER CLAUSE FOR SUBSEQUENT LLC PARTICIPATION

Thereafter in the event any new MORTGAGE RELATED LLC is created the original members in the
existing LLC will be offered right of first refusal to subscribe for units before the units are offered to
new members.

WHO IS THE MANAGING MEMBER?

Rainmaker Managed Living, Mortgage Group. 41505, LLC. is managed by Alireza Dilmaghani.
Esquire, Attorney at Law. General Counsel with the Rainmaker Managed Livng. LLC, Corporate Legal
Department.

Rainmaker Managed Livng, LLC, Corporate Legal Department is located at 116 W. 23d Street, comer
of Sixth Avenue, Suite 500, New York, NY 10011. The area is known as Chelsea and is a hub of legal
and commercial activity in Manhattan.

EVIDENCE OF LLC MEMBERSHIP

Each member shall receive a certificate of ownership, carrying the "SEAL" of Rainmaker Managed
Living, Mortgage Group, 41505, LLC, as to the members subscription position~s) regarding number of
membership units held in Rainmaker Managed Uving, Mortgage Group, 41505, LLC. These units may
be subscribed for by anyone. The units are suitable for IRA self managed accounts.

MEMBER VOTING RULES

Rainmaker Managed Living. Mortgage Group, 41505, LLC. shall submit all questions except the
placement of first position mortgages to a vote of the membership. A vote of 51% of existing members
shall carry a question submitted. Any less than 51% shall deem the question submitted rejected by the
members. Rejected questions may be resubmitted at any time according to the rules set forth herein.

RISKS & INDEMNIFICATION

7he value of your units in the Rainmaker Managed Living, Mortgage Group, 41505, LLC, gill rot go
up and down based on the value of Raimrnaker Managed Living, Mortgage Grnup, 41505. LLC, assets
and the income the assets generate. All mortgages shall beformulated to hold the value of the members
original subscription. ($25.000.00) per unit. In addition insurance polices may be used to finher
solidify the saferv of the members subscription. The potential risk associated is minimal based upon the

-- l-
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experience and operating plan of the managing member.

RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, LLC,

BLANKET PROTECTION

Your risk is limited to the value of your units. Rainmaker Managed Living, Mortgage
Group, 41505, LLC, is a limited liability company and as such your risk is minimized
by the law of the State of New York as applied to Limited Liability Companies.

INABILITY TO WAIVE COLLECTION -

Members in the LLC cannot waive monthly interest payments or any other quarterly, annual or final
mortgage payoff distribution Checks are sent automatically to each member of record.

EVIDENCE-OF MEMBERS POSITION IN ALL HOLDINGS

Each mortgage negotiated by Rainmaker Managed Living, Mortgage Group, 41505,
LLC, shall be filed in the name of Rainmaker Managed Living, Mortgage Group,
41505, LLC, with the applicable recording-authority wherein the property is located.
Attached to the mortgage instrument filing made by Rainmaker Managed Living,
Mortgage Group, 41505, LLC, will be an addendum. listing the names and addresses of
each member who holds an interest in Rainmaker Managed Living, Mortgage Group,
41505, LLC,

OPERATIONS CONSIDERATIONS

The Portfolio and the operations to be conducted by Rainmaker Managed Living, Mortgage Group,
41505, LLC, are subject to normal business caveats such as bankruptcy, and force majeure events such
as fires, natural disasters, acts of god, and terrorism events. If any of these events occur losses may
result. The managing member based upon his own expertise and the expertise of his staff has crafted a
business plan to anticipate and guard against such events as much as such events can be anticipated and
guarded against; The Rainmaker Managed Living, Mortgage Group, 41505. LLC, program will require
all tenants in mortgaged facilities under-loans from Rainmaker Managed Living, Mortgage Group,
41505. LLC, to be fully insured and compliant with all- Town, City, County, State, and Federal
regulations relating to any and all safety issues.

The issues include but are not limited to all federal. state and local laws and regulations relating to
environmental protection and human health and safety. These laws and regulations govern wastewater
discharges, air emissions, operation and removal of underground and aboveground storage tanks. use,
storage, and disposal of hazardous materials, and the remediation of contamination associated with
disposals.

This liability is without regard to fault for, or knowledge of, the presence of such substances. A
landowner may be held liable for hazardous materials brought onto the property before it acquired title
and for hazardous materials that are not discovered until after it sells the property. Similar liability may

---



328

Rainmaker Managed Living LLC

occur under applicable state law.

Additionally, the presence of these substances or the failure to properly remove these substances may
affect the ability of the members to sell or rent a Properly or to use a Property as collateral for future
refinancing of the Loan. Rainmaker Managed Living. Mortgage Group. 41505. LLC, does not make any
representations to the members regarding the absence of hazardous substances on any property. It is
anticipated that the due dilgence of the Managing member in the mortgage placement process will reveal
any such substance and result in the rejection of the mortgage by the managing member.

If any hazardous materials are found at any time within any portion of a Property in violation of law.
Rainmaker Managed Living, Mortgage Group, 41505, LLC, may be jointly and severally liable for all
cleanup costs, fines, and penalties. This potential liability will continue after the owner or tenants sell
their interests and may apply to hazardous materials present within a Property before the owners or
tenants acquired their interests. The presence of hazardous substance contamination could adversely
affect the financial viability of a Property and, in extreme cases, a Propesty could be rendered worthless
and Rainmaker Managed Living. Mortgage Group, 41505, LLC, could be obligated to pay cleanup
costs.it is anticipated that the due dilgence of the Managing member in the mortgage placement process
will reveal any such substance and result in the rejection of the mortgage by the managing member.

Rainmaker Managed Living. LLC, April 15, 2005, will use every reasonable investigatory tool at its
disposal as part of the Rainmaker Managed Living. Mortgage Group, 41505, LLCs business plan hi an
effort to detertnine if such hazards exist. It is of the opinion of the managing member that this potential
liability will not occur.

RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505, LLC

APRIL 15, 2005

IS NOT A TAX SHELTER

Rainmaker Managed Living, Mortgage Group, 41505, LLC, is a profit making venture and will offer
very little tax benefits to the members as applied to sheltering active or passive income. Rainmaker
Managed Living, Mortgage Group, 41505, LLC, will invest in first position mortgages which may offer
some tax benefits and should such tax benefits materialize they will be passed through to the members
according to equal division rules regarding number of units held divided by number of members of
record at the time of the pass through.

LIQUIDITY OF UNITS

Rainmaker Managed Living, Mortgage Group. 41505. LLC, will repurchase and/or arrange liquidation
of any amount of units from a member at any time after activation of Rainmaker Managed Living,
Mortgage Group. 41505. LLC,(activation is described as full subscription of all S25 Million dollars in
units) and completion of placement of the total $25 million dollars in first position mortgages.

In certain events wherein all the funds in escrow have been used to purchase first position mortgages in
properties, the managing partner may be forced to borrow against a property or resell units tendered to
third parties causing a possible delay in redeeming units for cash.

httD:/fwLww.rainmnakerlifecare-corn/raininakermnnriopo.~t/,I..... ----- f -,_,
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The member may sell units to another person or entity without the approval of Rainmaker Managed
Living. Mortgage Group, 41505. LLC. as long as an offer to purchase is. first made to Rainmaker
Managed Living. Mortgage Group, 41505, Ll.C. and its managing partner and all members of record
through the e-mail communications system. In the event of an offer under right of first refusal the
managing member shall have first option and thereafter the equity partners shall have first come. first
served option for a period not to exceed ten (10) business days from the time the redeeming member
offers the units for repurchase on the e-mail communications system.

VISITING FACILITIES

Rainmaker Managed Living, Mortgage Group, 41505, LLC. members are encouraged to visit
facilities wherein Rainmaker Managed Living, Mortgage Group, 41505, LLC, holds mortgages.
Members are requested to keep in mind that clients come to Rainmaker facilities under the exclusive
Tenancy in Common (TIC) program to retire in luxury and with the sense of security only Rainmaker
can offer. These clients pay Rainmaker entities a minimum of $250,000.00 to retire in a carefree setting
with no distractions. Rainmaker clients also demand security and peace and quiet. Rainmaker facilities
are distinct in that they are not open to the public. We discourage any visit to any facility unless
management is aware of the visit. We understand that members (or prospective members) of the
Rainmaker Managed Living, Mortgage Group, 41505, LLC. may have a desire to visit facilities as they
are placed in the Rainmaker Managed Living, Mortgage Group, 41505, LLC, portfolio of mortgage
assets.The Rainmaker entities which own the facilities have a guided visitation program wherein
prospective or current members of the Rainmaker Managed Living. Mortgage Group, 41505, LLC, will
be taken to a facility by management staff after presenting themselves at our law firm offices in New
York or Los Angeles. There are no exceptions to these rules as we have a contract regarding these
security measures with our clients that we must abide by. If you are seriously considering a visit to a
Rainmaker facility, please call the East Coast or West Coast offices to arrange for a tour.

E-MAIL COMMUNICATIONS SYSTEM

All communications regarding mortgage sale and/or acquisition or repurchase of units or general
business between the members and the managing member and Rainmaker Managed Living, Mortgage
Group, 41505, LLC, will be via the Rainmaker Managed Living, Mortgage Group, 41505, LLCE-MaiI
communications system.

MORTGAGEMEMBERS@AOL.COM

Each and every member of Rainmaker Managed Living, LLC, April 1, 2005, is requested to
maintain an E-mail account and report such E-mail address to Rainmaker Managed Living,
Mortgage Group, 41505, LLC, and the managing member. Distributions of all reports and
transactions except for monetary payment transactions will be via the E-mail
communications systems. In the event a member desires mail only in place of the e-mail
system the member is advised that he/she/it will receive their reports and advisements in a
fashion much slower than other partners who utilize the e-mail system. Any delay, inability
to record a vote, or loss due to the slow movement of surface mail, is the sole responsibility
of the partner.

http)://www.rainm~akerlifecare.comjrainmakermorteaaelld/-art-';~,",~-v-." t'.,, Clel)e..;
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DEATH OF A MEMBER OR

DISPUTE REGARDING A MEMBER

In the event a member's shall become incapacitated or deceased, the member's interests shall
be first governed by the members will or written directive and thereafter subject to the
intestacy laws in the member's state of residence. In the event of any dissolution of a
marriage, partnership, business relationship, or any type or form of legal dispute for any
reason whatsoever. Rainmaker Managed Living, Mortgage Group, 41505, LLC, shall not be
held responsible except for the original investment value per unit for units subscribed, and
any accumulated interest or distribution to date which has yet to be distributed.

During the transition phase of the estate or dissolution, all interest payments and quarterly
distributions or distributions from a sale or transfer of a property shall continue to the estate
trustee or court ordered trustee. If no such trustee is appointed, such funds will be distributed
in accordance with the directive of any court having control upon application by the
managing member to the court for an order of distribution.

PAYMENT TRANSACTIONS

The sending or receiving of any cash, check, money order or monetary instrument either to
or from the managing membershall be by United States mail or a generally recognized
commercial package courier. Payments sent by the managing partner shall be sent to the
address listed on the last page of this report (the subscription page) and payments sent to:

Rainmaker Managed Living
Mortgage Group 41505 LLC,

Rainmaker Managed Living, Corporate Law Department,
116 W. 23rd Street, Suite 500,
New York, New York, 10011.

CONSTRUCTION OF THIS DOCUMENT

Rainmaker Managed Living. Mortgage Group, 41505, LLC. is organized under the Limited
Liability Company Act of the State of New York and will be governed by same. In the event
Rainmaker Managed Living, Mortgage Group 41505 LLC, shall utilize a DBA in
connection with activities engaged in by Rainmaker Managed Living, Mortgage Group.
41505, LLC, such DBA shall also be governed by the laws of the State of New York. Any
portion of this document held unenforceable by a court of law shall not affect the surviving
portions of the document. Any changes in the management rules of Rainmaker Managed
Living Mortgage Group 41505 LLC. shall be approved by majority vote of the members of
record at the time the change is presented for an approval vote.

http:/twww.raininakerlifecare.coir./rainmakcr.-n-o~vootwlrw/no--"-- cr:_ _ -*_
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THE REPORT IN ITS ENTIRETY

This report constitutes the agreement between the members and the managing
member in its entirety. No other verbal or written representation is of any force or
effect.

QUESTIONS

In the event you have any questions, please feel free to call:

646-375-2348

Dated: April 15, 2005

IsI Alireza Dilmaghani

By:
Alireza Dilmaghani
Managing Member
Rainmaker Managed Livng
Corporate Legal Department
116 W. 23rd Street. Suite 500
New York, NY 100 II
646-375-2348

htw /www.rainmakerlfca--mj&'~ 1
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RAINMAKER MANAGED LIVING, MORTGAGE GROUP, 41505,
LLC

A New York Limited Liability Company

April 15. 2005

Subscription Agreement

Rainmaker Managed Living, Mortgage Group, 41505, LLC

A New York Limited Liability Company

The undersigned hereby subscribes to purchase membership unit(s) in the amount of S
25,000.00. 1 understand that proceeds from this Subscription Agreement will be used by Rainmaker
Managed Living, Mortgage Group 41505, LLC, to purchase first position mortgages in Real Estate to be
used for assisted living, adult living or nursing home operations operated by Rainmaker entities only and
for no other purpose.

I have tendered with this agreement the sum of THOUSAND DOLLARS as payment
(Check No: ) [Leave blank if funds are wired]

I have read the operating agreement and program report for the Rainmaker Managed Living, Mortgage
Group 41505, LLC, and agree to all of the conditions contained in the operating agreement for
R, inrr n,~t'-~ T ;,,.,, ,n. .h.. . ag - C 41 505v, I Yogk) ad -e i. 6v bound by same.

This Subscription Agreement, together with the conditions contained in the operating agreement for
Rainmaker Managed Living, Mortgage Group 41505. LLC,constisutes the entire agreement between the
parties, and supersedes any prior written or oral agreement(s).

I understand that my monthly interest checks will be sent by First Class U.S. Mail on the last business
day of the month and may take 3 to 5 days for delivery coast to coast.

MAKE YOUR BANK CHECK PAYABLE TO: RAINMAKER MANAGED LIVING. LLC, and
EXPRESS MAIL TO: Rainmaker Managed Living. LLC, 116 W. 23rd Street, Suite 500, New York, NY
10011 (646) 375-2348

MEMBER INFORMATION:

X_ x

Members Name'(s):

htto://www.rainmakerlifecare con rainmakermnrteaeaeellc/ihsc-;;,-,-', --,,-, l-- 4gongs
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Members Address:

Members City/State/Zip:

Members SS#:

Members Telephone/AC:

| Submit i;

- 1-;- - - -� - . .- -.- .. -. ..
.- - - - --. - ---- ---e
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ADDENDUM SEVEN
TITLE REPORTS

l[I TITLESEARCH.CD3M I ItI1.,M

A�!'X .

;u~-.U.jri I- -v;;C.l . to 1,:1,0,1

125 W MAIN ST. KINGS PARK, NY 11754-1607
County: SUFFOLK NY Census Tract:
Property Use: Homes (retired: handicap, rest: convalescent: nursing) Zoning:
Parcel Number- 0800-012.00-02.00-010-000 Thomas Bros Pg-Grid:

Owner Name: SMAH CORP Assessment Year:
Care Of Name:
Mailing Address:121-125W MAIN ST. KINGS PARK. NY 11754-1607

CO-tri luF :. tŽs-; .:n:

Assessment Year: 2004 Market Value Year: Tax Rate Code Area:
Assd Land Value: $535 Market Land Value: Tax Year
Assd Improvement S15375 Market lmprovmnent Value: Total Tax Amount
Total Assessed Value: S15,910 Total Assessor Market Value: Detiquent Year
Assessee Name: SMAH CORP Tax Account 10:
Mailing Address: 121-125 W MAIN ST Homeowners Exerpntir

361031347.049003

2004

473405
2004
S20,998

00010000
n:X

KINGS PARK, NY 11754-1607

Assressrmen Lagq:- tevcr:dr.v.
DistricL 0800
Abbtreviated Desonptron: 12.-2-10 '1651 L 1 & PT L 2 NINEVIEW
CitylMunilTwp: SMITHTOWN

Prypyrr-j Cl- .rvrr.-'c-.sr-.

Lot Size: 30.056 SF Bedrooms:
Building Area: Baths:
Year Built: Partial Baths:
Number of Buildings: Number of Rooms:
Number of Units: Garage Type:
Number o1 Stories: Number oy Cars:
Slyle: Basement:

Foundation:

Tax Exemptions:

Pool:
Fireplace:
Type Cornst
Ext Walls:
Heabng
A/C:
Roof Cover:
Elevator.

40 C.rsvnarzbiie -:wr. Fr-rt

The Subject Property Infolmation report will provide all the infornaltion available to us ronm public records for the address listed
above h; addition to any recent sales data and mortgage information. it will include. where available. the physical
charactorisftis of the properly.

Iyformatiorn regarrdivo the chysisav characterisuics o0 a given propeyrty Such as iving area. year buill. bedrooms bathslo... and
previous sales intornnatior are obtained from pua ic record and reported as s. As suCh, they evil vary in content andconrp:eleness frorn county in county and state to stale

Furtht 51 suc0 nlovn:atr has nvl bear, seri iid by tINs sverce thr.:ugh silo inroectioin and s.av be su-bjecl to errors dlue toIurildtg aadd~tcns o! dlertotrs Ct any ether cmn.nges as *Lll as inacculali recrtro Ivy previous oetners. agents or the public

Liens
No ctstir Ihi s tccatid to cectrttice dclab-ases. Be arvalrn tryt crr.Cir ben6 are or;:y avetrat e thriough art mrr-per;r. visit to therecords ollice.

httn-/A--"- I;t 1---h 1,; I,, -
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Property Detail Report
For Property Located At
125W MAIN ST. KINGS PARK NY 11754-1607

Owner Intomalon:
GOner Name: SMAH CORP
Mailing Address: t21-125 W MAIN ST. KINGS PARK NY 11754 1607 COt5
Phone Number: Vesting Codes:
Location Information:
Legal Description: 13-520076 TC.63 '651 1. A PT L 2 NINEVIEW
County: SUFFOLK. NY APN: 0tt0
Census TractfBlock: 134704 i 9 Alternate APN:
Township-Range-Sect: Subdivision:
Legal BoolkPage: Mao Reterence: 12
Legal Lot: t0 Tract :
Legal Block: 2 School Distnct 473
Market Area: Mumc/Township: SMI
Neighbor Code:
Owner Transfer ntorrmalion:
Recording'Sale Date: I Deed Type:
Sale Pnce: tI Mtg Document *:
Document II:
Last Market Safe Intfornation:
Recording/Sale Date: 0t2/1953 / t1 Mtg AmnountType: /
Sale Pnce: 6225.000 10 MIg Int. Rate/Type: /
Sale Type: 1 a Mtg Document a:
Document *: 9429-245 2nd Mtg Amountrrype: I

Deed Type: BARGAIN & SALE DEED 2` MtgI lt. Rate/Type: I
Transter Document Jr: Price Per SqF1:
New Construction: MuldtSplit Sale: MU
Title Company:
Lender:
Selter Name:
Prior Sale Intormnaton:
Prior Rec/Sale Date: : Pnor Lender:
Prior Sale Price: Prior tO MIg AmtlType: /
Pror Document C: Prinr t1' Mtg Rate/Type: :
Prior Deed Type:
Prroperty Characterlstlic:
Gross Area: Parking Type: Construct Type
Lining Area: Garage Area: Heat Type:
Tot Adtl Area: Garage Capacity: Enterior wall:
Above Grade: Parking Spaces: Porch Type:
Total Rooms: Basement Area: Patio Type:
Bedmooms Finish Bsmnt Area: Pool:
Bathi(FAH): I Basement Type: Air Cond:
Year Built / EBH: I Root Type: Style:
Fireplace: Foundatosn: Quality:
C ot Stories: Root Material: Condition:
Oh er Improvements:
Site hnformationt
Zoning: Acres: 0.69 County Use:
Flood Zone: X Lot Area: 30.056 State Use:
Flood Panel: 3603tO0344G Lot Width.Depth: o Site tenluence:
Flood Panel Date: 05,04/I90 ReslComm Units I Sewer Type:
Land Use: NURSING HOME Water Type:
Tat Intornsmaon:
Total Value: ISt9to Assessed Year: 2003 Property Teax:
Land Value: $535 Improve %: 097% Tao Area:
Improvement Value: S15.375 Tax Year: 2004 Tan ExemptIon
Total Taxable Value:

0.0 12.0(I02-00t-010-0C.

/0600-012

405
ITHTOWN TOWN

LTIPLE

HOME FOR

$20099.23
473405

THE AGED

Transaction History Report
For Property Located Al
125 W MAIN ST. KINGS PARK NY 11754.1607

TRANSACTION HISTORY

History Record a: I
Sale:
Sale Recording Daoe: 09/23119a3
Sale Date:
Rec. Document C: 9429-245
Document Type: BARGAIN & SALE DEED

Sale Price:
Sale Pace Type:
Muli/SPyt Sale:
Other Document 4:

t225,X0

MULTIPLE

A611 5 L..?-
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Tile Company
Buyor: SMAH CORP
Seller:

tkZ'-6,¾¾-: : C)4-..

The lcowtnq arr the ij. Ast.ocr: ta[ 11; S e:hnt wrcsigvrhaliproenes s t.e assensed :viao'!w
each ientibep l::ler may or m not Ce .vt, <natnv5 o he wam! v: alue. or iaey lte, salon Ua rw;ac 'sobj irt local rat
lam:

0 125 W MAIN ST S15.910 30.056 SF
03 3 COUNTRY LANE DR 5S.180 10.890 SF
.04 2 COUNTRY LANE DR S4.990 14810 SF
.04 114WMAINST S3,475 10.890SF
.04 110WMAINST S5.240 13.068 SF
.05 4 COUNTRY LANE DR S5.630 10,390 SF
.05 5 COUNTRY LANE DR 55,120 10.890 SF
.07 6 COUNTRY LANE DR S5.475 13.068 SF
.07 1 CEDAR ST N 58.145 13.504 SF
.08 80 FT SALONGA RD S4.880 10,890 SF
.08 3CEDARSTtN S7,155 12.197 SF
.08 7 COUNTRY LANE DR S7.600 10.890 SF
.09 121 W MAIN ST S8.435 17.424 SF
.09 2 CEDAR ST N S5.083 12.197 SF
.09 8 COUNTRY LANE DR 5S.130 13.068 SF

hiosd leival
The Subsect Pnperly ot 125W MAIN ST, KINGS PARK. NY 11754-1607 is in Zone X and ib considered Io be OUT othe
Special Flood Hazard Area (SFHA).

AN AREA THAT IS DETERMINED TO BE OUTSIDE THE 1% AND 0.2% ANNUAL CHANCE FLOODPLAINS.
The 1looa inlormalton contained in this report was obtained Itor maps pwvideo by tne Federal Emergency Management
Agency (FEtiIAL. Wenevrer possible e wl repon i the sabject Properly is .rside or outside o0 a 100 year Flood Hazard Area.
These areas are cefinec as areas that have a one percentl (t%) chance In any given vear ol being affected bv a siginicaml
hOod.

The Ibod innormation contained in this repor is merely a pretininary teniew intended to prnslde the b-vet. seller or anent
oucda ndc-nere lp ,c! Uc: ijai: ji'-ipif .7 U ;l. itohre iu yea's now nazard area The buyer showd obtain
enacl specific ino.rmatcln rlom thl7 seltet or asenl prior to linatalng is decismon togarding the Pu1chase ot a gien property.

Cetrlarinfrterl Si:n5 Ilaoro
i ira:;l:;': .l- .: - :ti

Hpaz orlos iVlorr;t las:.rvri Roper!

I .41M.L FRANK&SON 148MAINST
SOGRCRISO:RCRIS -Small Quaniity Haardous Waste
Generato or Other Fancliy

SOtG RCRISO
Persons or tacidty generating 220 2200 pounds (or 10C010f0 Kg) per moneh of hazardous waste: ar reqruied to keepmom
recordos than condtonally exenmp generators. The largest category at hazardous waste generators, SOGs, include automotnve
shops, dry cleaners. photographic developers or other lacit:ies: buer,. gas lanks~car oil.ndergwgund injection Fontrol etc.

-ao, >2a F.- S -. ': ,
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ADDENDUM EIGHT
REPORT FROM CLIENT:

INTERVIEW WITH COMPANY REPRESENTATIVE
Meeting with J.J. Conway
6! 14105
2:00pm - 3:40pm

Floor leased by Clinton and Clinton Attorneys at Law.
Furman Law Firm sub-leases part of floor. Wall signs by elevators.
Main receptionist not directly connected to Furmaw-Rainmaker. No visible business
cards of any kind.
Two other men and two women present in association with Furman Law
Firm!Rainmaker:

The two women in the office were 'convention girls". They were learning about all the
different investments, e.g. IRA's, 1031 exchanges, stock market options, etc., so that
when they met with potential investors at conventions, they could make suggestions on
how to transfer those investments into Rainmaker investments.

One guy was George, JJ's brother. not sure what he was doing.

The other guy was Scott (?) who they brought in from Arizona as a consultant (can't
remember for what). He's a retired attorney (didn't look that old).

Name mentioned: Tom Simon - Consulting doctor in New York

JJ is currently living in a condo in San Pedro, ocean view. Planning on selling within
next 12-18 months for big profit. Recently was in Des Moines (pretty sure) for family
reunion. Two brothers and one sister did not attend, both parents did.

No business cards available - Furman Law Firm can't be used anymore, they're making
new ones with Rainmaker info

Told JJ Josh had an old friend with a lot of money that ... didn't let me finish, just said,
"Tell him to call me."

Raised 10+ million in partnership" phase - 25% annual return paid monthly + quarterly
dividends when beds are sold. 30-year contract, but Rainmaker expected to go public or
be bought between 5 and 8 years.

*Membership" phase - 1101% return over 3 vrs. 25% first yr. 25% second yr., 25%' third
yr., 35% lump (I).

Currently researching best sway to proceed. Original thinking was to by presently
operating facilities and change system to Rainmaker's system. New thinking is to build
from scratch, which would allow bed sales to begin at groundbreaking. Pre-sales at
$250k, $495k after. Beds are "owned" by buyer for the rest of their life or at a
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hypothetical cost of S80001mth. For example: if a buyer passes away after only 1 3
months, then their estate would receive S146k back.

JJ is trying to convince Sid, et al to not sell beds at King's Harbor, but to keep it as a
nursing home facility for bed owners to go to once they need more help than the assisted
living facilities are offerine: No additional charge, bed location just changes.

La Habra facility has HUD loan that can't be-paid off until 20t)7( ') which is why it hasn-t
closed escrow vet. They are trying to figure out how. if possible, to get around that.

One of phone conversations that I listened in.on (he took all of his calls while.l was
there): Investor named Winnie (sounded like)-who has at least S250k is planning on
putting in another 5150k on Friday. She was also asking about taking money out if
necessary. J3 explained that she could take money out at any time, however, if the money
hadn't been in for over a year, then she would have to "give back" 12.5% of her returns.
To pull money out, all she had to do was call Sid and allow up to 72 hours.

Mentioned Sid as being huge guy. 6'6".

I threw out that I would love to go New York and check things out. He said," Tell me
when and T'll have an attorney pick you up at the airport, give you a tour of the office and
of the facilities (operating and in escrow/under inspection). You can meet Sid, Alireza,
etc."

In regards to Ed Showalter/HighPark:

Investor(both in Rainmaker and Highpark) called while I was there to talk about property
that was scheduled to close on July 22m'd. Wanted-to invest profit into Rainmaker.

JJ has not been bringing Ed any new investors for this entire year because of Ed's poor
business management. Almost everyone J1 brought to him at end of last year is calling
JJ, because they can't get a hold of Ed and Ed's office is not returning calls because they
don't know anything, to find out what the deal is. JJ said Ed will be back next week from
China, where he was negotiating cement deals, and that he would set up a face to face
between Ed and 1. If Ed doesn't say what I want to hear, I should request my original
investment of $50k to be returned immediately. If Ed doesn't follow through, JJ will
help me get the money back. (He won't let Ed make him look bad.)

I drove by the property in San Clemente. It had a dumpster in front, weeds were
overgrown everywhere, the roof had been removed (just framing there). roof tiles were
stacked along side of wall.-and the doors were all open or unlocked. The interior had
been gutted and there was new framing throughout, but no drywall, etc. I found a permit
issued to Ed Showalter-tor the property: Permit No. 0404160 or 04-4160, Description of
work: Interior demo throughout dwelling; remove roof covering. (E) ply sheathing to
remain. Date 12123!04. BMP/wateT quality inspection on 12:30/04. initialed -i.
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Stopped by county records building: property ooiiers listed as Gary and Michele
Silverman. Also drove by Highpark office in Gardena: industrial building. gated, no
attendant to open gate at 4:20prn.



340

ADDENDUM NINE
LIST OF LLC MEMBERS

RAlNMAUR MANAGED LIVING LLC
Members of Record as of March 23,2005

Mr. A1irezaDilmaghani
C/o Fbm=n Law Pi=m
116 W. 23" Street
suite 500
New York, NY 10011

Mr. Sidney Levine
C/O FUrman Law Firm
116 W. 23 Street
Suite 500
New York, NY 10011

Levine Family Trust
PBO Loanna and M~ark Levine

J r L .aw lFim

116 W. 231d Street
suite 500
New Yotk, NY 10011

Rainmaker Employee Retirement Trust
C/O Fumnn Law Firm
116 W. 23 Street
Suite 500
New Yolk, NY 10011

Farman Law Firm Employee Trust
C/O Furman Law Firm
116 W.2.3Street, Suite500
New Yo*, NY 10011

Quest Group Private Pension Fund
C:0 kP'n nn Law I'irm
116 W. 23r Street, Surte 500
New York, N7Y 10011

Mr. James J. Conway
C/O F=uman Law Firmn
116 W. 231' Street, Suite 500
New Yo.- NY 100 I
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Mr. Cedric Lucas
C/I Furmln Law Finm
116W. 2 3rd Street
Suite 500
New York, NY77 1001

Dr. C2thy Goodman
C/O Fmmain Law Firm
116 W. 234 Street
Suite 500
NewYorl, NY 10011

Mrs. Racbel Goodmsm
C/O Fuim Law Fixm
116 W. 23- Street
Suite 500
New York; NY 10011

STEVEN WA and JMNNUTR WALL
UOk )unnan Law Firm
116 W. 23rd Street
Sfite 500
New York, NY 10011

Mrs. Mfidge Seitz
C/O FiMan Law PirM
116 W. 23* Street
&Suit 500
New YrT IY 1001 1

M Edwin Bieler
Mrs. Betty Bieler
C/O Pwran Law Fir
116 W. 23Y Street
Suite 500
New York, NY 10011
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Mr. Torn Dawson (1"A.}
C/O Fir= Law Firm
116 W. 23* Street
Seite 500
New York, NY I 0011

Mrs. Sandxa Dawson {I.R.A.
C/O FLUMM Law FLIn
1 16 W. 23d Street
Suite S00
New YorkNY 20011

New Adventure Holdings LLC.
CO FuMan Law Firm
116 W.3-s2 Sbr
Suite 500
New York, NY 10011

Wr. DominickMeflace
C/o Furnnn Law FiM
11i6 W. 2P Street
suite 500
NewYork,NY 10011

Ms Erendira Cronkhite
C/) Funnan Law Firm
216W. 2311Stt t
Suite 500
NewYotk, NY 10011

Mr. Thomas Osbeck {1.R}
C/O Fwman Law Finn
11 6 W. 23d Street
Suite Soo
New York, NY 10011

A. SU= Curtis
C/OFpan LawFimn
116 W. 23;d Street
Suite 500
New York, NY'Io11
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Mr. James T. Lang
C/O Furman Law FiL
116W.23* Street
Suitt 500
New York My 1001 1

Iv!5. Karen C. NishLnura
CfO Furan Law Firm.
116W. 23d Street
Suite 500.
New York NY 10011

Mr.Paul Ifedlba
C/O Fuman Law Firm
116 W. 23" Street
-Suite 500
NewYork, NY 10011

Ms. Nanci Lewis
C/o Furman Law Firm
116W. 23' Sbtret
Suiw 500
NcwYork, NY 10011 -

Mr. Bryan Tnfly
C10 Furman Law Firm
116 W. 23m Street
suite 500
Ncw York, NY 10011

Ws. Leona Jo Helvey
-00 Furman LawFirm
116W.23rStreet
Suite 500
14ew York, NY 10011

Mlrs. Leona Jo Relvey {[LRA-1
C/O FUan Law Film
116W. 23'4 Stfeet
Suite S00
New York, NY 10011
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W. Richard R-evy .R.hA-}
C/0 Furman Law Finm
116W. 93TdStree!
Suite 500
NewYork. NY 10011

Rey M-or Enterprises inc
C/O Frman Law Firm
116 W. 23d Street
Suite 500
New York, NY 10011

Mr. Darvin L. Tuttle
CI/ Yulma Law Firm
116W.23'Street
Sut 500
NewYork, NY 10011

Mr. Joshua Jonte
C/O Furman Law Firm
I16W. 23r Street
Suite 500
NewYork, NY I0011

Mr. Gerald Jonte
O/0 pFrnan Law Finn

116 W. 23r' Street
Suite ;00
NewYolk, NY 10011

Tr. Harold P. Schwarit
C/O hmaa Law Firm
Il16' W. 231Y Street
Suite 500
New York,NY 1 0011

Mr. Ken Goldman
C/O Furman Law Firm
116 W. 23r- Strezt
Suite l500
NwYork NY 100 1I
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NU. Terri -Lcc Joaes
C/O Furman Law FLiM

116 W. 23" Street
Suite 500
New York, NY 1001 I

Wr. Aichael Martine7
C/o Furman Law Film
116 W. 13r Siret
Suite 500-
New York; NY 10011

Ms. Cristna J. Tutfle
G/O FuIan Law Firm
116 W. 23n Street
Suite 500
New York9 NY 10011

Mr. Robert Domino {IUA}
C/O Fuman Law Firm
116 W. 231d Street
Suite 500
New York, NY 10011.

Ehab N. Hayashida
[Alston Tetsuo H3ayashida/Survivor]
c/0 ThnMMa Law FR-M
116 W. 2318 Street
suite 500
NewYork, NY 10011

Mr. Simon D)zietncol
C/O FuM= Law Firm
116 W:23'Street..
suite 500
NewYo*k, NY 10011

Mr. Wi1ia Slagg
C/O Fuman Law Firm
116 W. 231 Street
Suitt 500
Nw Yok, Ny 10011
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Mr. Rector York
C/O Furman Law Finm
1 16 W. 2;rd Street
Suite 500
New York, NtY 1OY I

fMfs. Laura York
0/0 Furman Law Firm
116W. 231- Strett
Stute 500:
NewYork'NY 10011

Mr. Ronald Horowitz
C/0 Furmam LawFirrm
116 W. 32 Street
Suite 500
NewYork, NY 10011

Ms. Mchelle Ramelot
C/O Furznan Law Firm
116 W. 23' Siredt
Suitt 500
New York NY IQOI1

M&.James and Ais. Judy Saso
C/O Th== Law FM
116W. 23' Steet
Suite 500
New Yok, NY 10011

Oreek Family Trust
C/O Futman Law Finn
1.16 W. 23a' Street
Suite 500
New Yoik, NY 10011

-M. James and Mrs Diane Johnson
c/o Fur=anALw Firm
116 I. 23^ Street
Suite 500
New York, NY 10011
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Mr. Gary Strobel
CIO Fuiman Law Finn
I fl6 W. 23' Steet
Suite 500
NewYork,NY 10011

Mr. Gordon said Mrs. Patricia McGrane
tYO FUrman Law Firm
11 6 W. 23" Steet
Suite 500.
New Yor, NY 10011

Mfr. .4 Albert and Mrs. Barbara Restum
U(0 Piurinn Law' Pim.
116 W. 23 Street
Suito So0
New York, NY 10011

Keystone Investments
C/O Furnn Law Firm
116W.231d Street
.Suite 00
New York, NY 10011

Mr. Ronald and Mrs. Domna I-VINaughton
C/O Fuxan wLa Firm
116W. 23'Srect
Suite 500
New York, NY 10I 1

Mr. George and Ys. Jennie CoWRay
CIO Fumm Law Firm
116W. 93bd Street
Suite 500
New Yoik, NY 10011

M.Winnie Lee
C/o Furman Law Finm
116 W. 23t Strczt
Suite 5O.
New York, NY 10011
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Mr. Kamyar Mn~inedi :
C/C Fmman Law Firm
1 16W. d 23'Street
Suite500
NewYork. NY I001]

Arnberway Fquilies
C/O Funman Law Firm
11 6 W. 23"' Street
Suite 500.
NewYork;N Y 100l

Mr. Don Des~eins
CIO Furman Law Fim
116 W. 23d Street
Suite 500
NewYork, NY I0011

Surety Vetnture Capital
C/O Punni Taw Firm
116 W. 23- Street
Suitc soo
New York, NY 10011

r. Paul Swift
C/O) Fuma Law Firm
116 W. 23 Street
Site 500
NewYork, NY I001I

Mr. Chad and Mr Justine Restum
'C/IO Furman Law Firm
116 W. 2311 Street
Suite 500
NewYork, NY 10011

Mr. Dean and -Mr Juie Ann Restum
C/O Funan Law Firm
116 W. 23A Sitree
Suitc 500
New York, NY 10011



349

Mrs. Sheri s<nd Mr. Mark S:os
C/C Fuaman Law Firm
1 16 W 23d SL~:
*Slit; 500
'New Yorky 100 11

Mrs. Karma snd Mr. Danaie) ConwaY
C/O F: a Law Fim
i16 W. 23P Street
Suite 500
New Yor1 NY 1001I

Ms. Jaimey Garrett
C/o :F13is Law FL=m
116 W. 23r Strt
Suite$5D
NewYork,NY 10011

M.T Joseph Cozza
C/o Furman Law Firm
116W. 23T Street
Suikr 500
New York, NY 10011

The Wilock Family Revocable Trust
C10 Faama Law Firm
116W. 23d Street
suite 5n0
Ncw York, NY 1001 1

FUTURE MNBERS TO BE ADDED
PRIOR TO PROPM CLOSING OR
YINAL PARINERSHIP CLOSING DATE.
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Rainmlalker Realty ADDENDUM ELEVEN
WEB SIrE OF RAINMAKER REALTrY

. R. n re Rea. lty I
WHY PAY

HIGH
COMMISSIONS

WHEN
RAINMAKER
WILL SELL

YOUR
PROPERTY

FOR ONLY 4%

Realty
Services
for the
smart
seller and
buyer

Hello my name is
Alireza
Dilmaghani, and I
am the principal
broker at
Rainmaker Realty.
I am also an
attorney at law and
General Counsel of
the Furman Law
Firm in New York
City. I am a
licensed real
estate broker in
the State of New
York.

bttp:/Hrainmakerrealty.org/uidex.htmI /3ffl6./1 100(a]i
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Rainlmaker Recalty

I found in my law
practice that many
people were
coming to the
office for legal
assistance based
upon the fact they
tried to sell their
property as a
F.S.B.O. [For Sale
By Owner] only to
run Into many
problems
associated with
the transfer of the
property and
financing of the
property.

My clients ended
up spending many
thousands of
dollars more in
legal fees to fix
iheir saie and
closing problems
than they would
have spent In
commissions to
have the property
transaction
handled by a
professional.

I created
Rainmaker Realty
to be the first Real
Estate firm of it's
kind to make
buying and selling
simple. Rainmaker
Realty handles
everything for you.

hit p://mirnimak-erre a] yorg/index. hi ml 6I326/1 3/200)5
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Raininakel Rcall%

As you will see on
the following
pages our services
far exceed the
services offered by
the competition
and we charge a
maximum of 4%
commission.

Thank you for
taking the time to
visit my web site.
Please feel free to
contact myself or
my staff by calling
646-375-2348 (Toll
call to New York
City)

'-e

htip-//rainmakcrrealhy.orgz/index NHtm / f'l611 InWi
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Ruiniaker k a
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Realtv
services
for the-

selie, and

The Rainmaker
Realty Team
hires and trains
New York State
licensed real
estate sales
people in all
areas of the
State of New
York.
Salespeople
who are newly
licensed or with
years of
experience are
encourage to
join the team.

Rainmaker is
looking for full
or part time
people. We are

__ ..-'

Opportunity
Employer. Our
compensation
program
Includes a
generous
commission
package as well
benefits after a
minimum
employment
period.

The Rainmaker
Realty program
allows you to
work from your
home or office

11ttP://rainniakerrealty(o,g/-w~r./g)aL.,e2 htnil 6/I 1/1(Y ;
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IRinmakcr RCatlIY

while under the
direct
supervision of
the principal
broker Alireza
Dilmaghani.

If you are
interested In
joining the
Rainmaker
Realty Team
please e-mail us
today or call
646-375-2348

U

hutp:I/rainmakcerrealtv.orgr-wsrnlvaeC2.htniI /11206/13/2005
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Raininakerk ReRehy

.
Rainmaker
Realty
specializes in
Single Family,
Duplex, Multi-
Family and
Apartment
properties. We
accept listings
for any type of
sale, including
transfers,
estates,
foreclosures,
swaps, leasing,
rentals, fire
damage, natural
disaster
damage,
divorce, and
much more.

The highest
commission
you will ever
pay for our
services is 4%
on sales and 1.5
months on
residential
leases.

Realty
Servi.es
for tile
smari
seller and

Rainmaker
provides much
more than the
average realtor.
Rainmaker sells
your home, and
should you so
desire
Rainmaker will

h~ttO:/rainrnakerrealmo re/ wsn/naue3 htnml d,,I Alfyec
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Ilaljnmlakci Rea;ll!'

also arrange all
the financing,
[Conventional
and Creative] as
well as arrange
for the closing
with assistance
from
experienced
real estate
attorneys. If you
are leasing or
renting
Rainmaker
Realty will
manage the
property for a
small monthly
percentage and
even guarantee
the rent.

One call does it
all.

http//rainmakerrealry org/_wsn/paae3 html
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Rainmakerr Rea tt
U

scattyRe .,a Itv
C6ervilces
for the
sm lart
selle, and
uLytel

Rainmaker Realty
specializes in
vacant land for
commercial use,
freestanding single
commercial
buildings, strip
malls, plazas,
medical offices,
office
buildings,industrial
sites, and any
other type of
commercial or
indistrial property.
We accept listings
for any type of
sale, estates,
foreclosures,
swaps, leasing,
rentals, fire
damage, natural
disaster drnman,
divorce, and much
more.

Our legal
department at
Rainmaker Realty
will assist you with
any litigation
associated with the
property including
zoning problems,
E.P.A. cleanup or
superfund issues,
tenant issues or
financing
problems.

Rainmaker Realty

hn lpJra in makmrcaI Y-or~94_wsn/pap c4.h tni 6/1 lt)(V}i
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Rainrnaekr Rcaly

is the only Real
Estate firm in the
State of New York
that offers you
complete services
including Sales,
Leasing,
Financing,
management and
legal all under one
roof. One call does
it all.

The highest
commission you
will ever pay for
our services is 5%
on sales and 1.5
years on
residential leases.
All Commerical
and Indistrial fee's
are subject to
negotiation
depending on the
final amount of the
sale or lease.

Rainmaker
provides much
more than the
average realtor.
Rainmaker will
sell, lease or swap
your property, and
should you so
desire Rainmaker
will also arrange
all the financing,
[Conventional and
Creative] as well
as arrange for the
closing with
assistance from

hup://rainmakcrenaelv.org/ wsn/page4.htmI 6I3206113/2()05
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Rainmaker Realiv

experienced real
estate attorneys. It
you are leasing or
renting Rainmaker
Realty will manage
the property for a
small monthly
percentage and
even guarantee the-
rent.

Remember M! One
call does it all.

Call now! 646-375-
2348

-g U

htup://rainmakerrcalvore/- wsnh/ae4 htr"' A,1 ., 11",
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Rain ake Reat
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One call
financing!

Rainmaker
Realty is unique
as it offers
servcies no
other real estate
frim offers.

Like other real
estate firms
Rainmaker
Realty offers
conventional
real estate
financial
services
through
assocation with
first mortgage
lenders, second
mortgage
lenders, banks,
finance
companies,
private lenders
and the full
spectrum of
government
financing such
as V.A., F.H.A.
and H.U.D.

Unlike other real
estate firms
Rainmaker
Realty offers
bridge loans,
mezzanine
financing, take

http)://rainmakerreaitv.orp/_wsn/pai~c5.himIA'lPfll A,/, I/Irn);
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Ralinmakcr Reatb

out loans,
wraps, and
creative
financing such
as equity
participation
and balloon
notes.

Rainmaker also
offers private
placement
fiancing
services
through Realty
Partners, a
general
partnership
specializing in
real estate
financing.
Realty Partners
is a private
group of real
estate lenders
who provide
financing for
any type of real
estate situation
including credit
difficulties.

Rememberl One
call does it all.

Call Rainmaker
Realty today at
646-375-2348

-' U

htip//rainmakerrealty org/_wsnl/pagc5 himl f/1 -to!ViC
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ADDENDUM TWELVE
REPORT ON "Bl.UE SKIED" STATrS

To: Barry Junc 16. 200t5

RE: Rainmaker

Regarding Rainmaker Managed Living. LU.:C. and the four primary parnics involved.

namely Sidney F. Levine. Alizera l)ilmaghani. James Joseph Conway. and Antoinette

Wooten, I contacted both the New York and California securities oftices about their

"hlue-sky' status and if thev are licensed lenders in those states.

On June 14, Mr, Jaffe (212416-8000) in the NY Attomey General's Office. Securities
Bureau ran searches on each of the names given. Neither Rairunaker Managed liv ing,

LLC nor any oftthose four people associated with the LLC are listed with their office. I

verified through the NY State Banking Department (Tysha, 877-226-6589) that they are

not licensed lenders either

Also on June 14. 1 spoke with Tracey at the California Department of Corporations.

Securities Regulation Division (866-275-2677) who confirmed that Rainmaker Managed

Living. LLC, is neither "blue-skied' or a licensed lender in this state. either.

Let me know if I can be of any further assistance.

Shannon Boelter



376

ADDENDUM THIRTEEN
JUNE 14 EMAIL FROM CARL BRYANT

Subj: Hi-print this out for the Rainmaker file
Date: 6114r2005 12.23-08 PM Pacific Standard Time
From
To.

----- Original Message-----
From: Carl Bryant [mailto:cbryant@comerstonemedlegal.com]
Sent: Tuesday, June 14, 2005 9:46 AM
To: minkaw@integrity.com
Subject: Rainmaker

Barry.
I spoke to Wendy Brown, Supervisor for Adult Health in Long Island Division (631) 851-3090. and she indicatedthat there had been no change of ownership had occurred or that an applicabon for a change of ownership was inprocess. Also. cannot seem to get through to the facility by telephone. Will continue to try but the phone may notbe in service.
Thanks. Carl

Tuesday. June 14. 2005 America Online: MRK CON 2

0


