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UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,
V.

CHARLES P. COPELAND,
COPELAND WEALTH
MANAGEMENT, A FINANCIAL
ADVISORY CORPORATION; and
COPELAND WEALTH
MANAGEMENT, A REAL ESTATE
CORPORATION,

Defendants.

CASE NO. 2:11-¢cv-08607-R-DTB

OBJECTING LIMITED
PARTNER NEAL BRICKER
M.D.'S SUR-REPLY TO
RECEIVER’S REPLY IN
SUPPORT OF RECEIVER’S
MOTION FOR ORDER: l&lg
APPROVING RECEIVER'
DISTRIBUTION OF ASSETS TO
THE INVESTORS OF
COPELAND PROPERTIES 18,
L.P.; AND 2} AUTHORIZING
TERMINATION AND
CANCELLATION OF
COPELAND PROPERTIES 18,
L.P. AS AN ENTITY;
DECLARATION OF MARSHALL
BRUBACHER IN SUPPORT
THEROF; EXHIBIT THERETO

Date: October 21, 2013

Time: 10:00 a.m.

Dept: 8, 2nd Floor

The Honorable Manuel R. Real
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L The Court Has Authorized The Filing Of This Sur-Reply

By its order entered August 30, 2013, this Court granted the ex parte
application of Thomas C. Hebrank, the court-appointed permanent receiver for
Copeland Wealth Management, a Financial Advisory Corporation, Copeland
Wealth Management, a Real Estate Corporation, and their subsidiaries and
affiliates, (the “Receiver”), and in so doing, it authorized Neal Bricker, M.D. (“Dr.
Bricker”) to file this sur-reply. [See Doc. No. 345].

II. Introduction

It is easy to get lost in the bookkeeping entries and math related to the
Receiver’s Motion for an Order: (1) Approving Receiver's Distribution Of Assets
To The Investors Of Copeland Properties 18, L.P.; And (2) Authorizing
Termination And Cancellation Of Copeland Properties 18, L.P. As An Entity (“the
Motion”).

Dr. Bricker’s objection to the Motion, however, turns on a narrow and
simple issue — the propriety of the transfer of Copeland Properties 18, LP’s
$423,544.11 note payable to Copeland Properties 3, LP (“the $423K Note”) from
Copeland Properties 3, LP (“CP3”) to Copeland Realty, Inc. (“CRI").

In his opposition, Dr. Bricker pointed out that the Receiver's planned
distribution, as described in the Motion, was not fair and equitable to CP3 because
it did not provide for CP18 to repay the $423K Note. [Doc. No. 330, pg. 6, Ins. 23-
28].

In his opposition, Dr. Bricker anticipated that the Receiver might argue that
CP18 did not owe the $423K Note to CP3 because CP3 had transferred its rights
pursuant to that note to CRI. [/d. pg. 7, Ins. 1-3]. Dr. Bricker explained that in the

event that the Receiver made such an argument, the Court should reject it because

' All references to document numbers herein are to the document numbers

referenced on this Court’s electronic docket.
2

7385

Sur-Reply in Opposition To Receiver’s Motion for Order Ag}l):rovin% Distribution
of Assets To Investors In Copeland Properties 18, L.P. and For Related Relief




Cag¢ 2:11-cv-08607-R-DTB Document 370 Filed 10/07/13 Page 3 of 86 Page ID #

10

11

12

13

14

15

i6

17

18

19

20

21

22

23

24

25

26

27

28

the Receiver had offered no evidence to prove such a transfer had occurred, and as
a result, the Receiver had failed to carry his burden to show that his proposed plan
of distribution was fair and equitable. [/d. at pg. 7, Ins. 4-19].

Predictably, the Receiver argues in his reply that, although the $423K Note
was previously a debt owed by CP18 to CP32, that CP18 is no longer obligated to
repay the $432K Note to CP3 because CP3 transferred its rights to CRI. [Doc. No.
357, pg. 14, In. 24 - pg. 15, In. 10]. In support of his argument, the Receiver
claims that CP3 transferred the $423K Note to CRI to satisfy another note that CP3
was liable on to CRI in the amount of $372,709.92 (the “$372K Note™). [/d. at pg.
14, In. 24 - pg. 15, In. 1]. With respect to the remaining $50,834.19 (i.e., the
$423K Note minus the $372K Note), the Receiver speculates that CP3 paid that
amount to CRI for CRI’s "interest in CP3’s property." [Doc. No. 356-1, pg. 9, Ins.
12-16].

The Receiver's argument that CP3 transferred the $423K Note to CRI fails

for several reasons.’

? The Receiver claimed in his moving papers that monies provided by CP3 to
CP18, which totaled $2,128,544.11 and included the amount reflected in the
$423K Note, were an investment by CP3 into CP18, not a debt owed by CP3 to
CP18. The Receiver has reversed course and acknowledged that the $423,544.11
was a debt owed by CP18 to CP3. [Doc. No. 357, pg. 15, Ins. 6-7 (“CP3’s transfer
of $423,544.11 on CP18’s remaining debt obligation”) (Emphasis added).

* In his reply papers, the Receiver claims that it is “clear from the facts set forth
Bricker’s Opposition that he has had access to and reviewed the Receiver’s books
and records related to CP18” notwithstanding that the Receiver had no authority to
provide them to Dr. Bricker’s counsel. The only evidentiary references in Dr.,

Bricker’s opposition were to documents filed by the Receiver with this Court.
3
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{|III.  The $372,709.92 Allegedly Owed By CP3 To CRI Was Subordinate To
? || CP3°s Obligation To Reimburse The Initial Capital Contributions Made By
> || CP3’s Limited Partners To Them And To CP3’s Other Debts
! The Receiver’s claim that CP3 transferred the $423K Note to CRI to offset
* || the $372K Note allegedly owed by CP3 to CRI is without merit.

For one thing, it ignores the fact that CRI expressly agreed that the 372K
Note was subordinate to CP3’s obligation to return the initial capital contributions
® [|to its limited partners, including Dr. Bricker. [Declaration of Marshall Brubacher
? || attached hereto (“Brubacher Decl.”), 9 2, Exh. A, pgs. 268-270, 303-308, Exhs. 22
19 [land 120 thereto].
H For another thing, the $372K Note was further subordinated to CP3’s legal
12 ]| obligation to pay its other creditors, including the contingent liability owed to Tri
13 1| Tools, Inc. in the form of the $200,000 note payable to Tri Tools, Inc. in the event
% || that CP3 was unable to clear the easement that encumbered the property sold by
13 1CP3 to Tri Tools, Inc. (“the Tri Tools Note™), as a matter of law.
16 California’s Revised Limited Partnership Act, which applied to transfers by
17 1| CP3 prior to January 1, 2008*, including the transfer of the $423K Note, restricted
18 1(CP3 from making such a transfer if as a result of doing so, CP3’s liabilities would
1? || exceed its assets, which is the position the Receiver takes in claiming that CP3, not
29 1[ CR1, has to pay the Tri Tools Note. Cal. Corp. Code 15666(a) (West 2007) (“A
21 || partner is obligated to return a distribution from a limited partnership to the extent
22 || that at the time of the distribution the partner knew that immediately after giving
23 || effect to the distribution, . . . all liabilities of the limited partnership, other than
24 || liabilities to partners on account of their interest in the limited partnership and
25

liabilities as to which recourse of creditors is limited to specified property of the

2% 1| limited partnership, exceed the fair value of the partnership assets™).
27

28

+ Cal. Corp. Code §§ 15912.04 and 15912.07 (West 2013).

4
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CRI expressly acknowledged in CP3’s Limited Partnership Agreement that
it, as the General Partner of CP3, was subject to all of the restrictions imposed on it
by the Revised Limited Partnership Act, including the above-described restriction
on the transfer of the $423K Note. [Brubacher Decl., 1Y 2, 4; Exhs. “A” hereto, pg.
276 -2717, 293-294; Exhibit “C” hereto, § 7.04 therein (“General Partner is subject
to all restrictions imposed on general partner by the California Revised Limited
Partnership Act and the California Uniform Partnership Act”)].

In addition, Charles Copeland, who was the majority owner, President and a
member of CRI’s Board of Directors at the time of the alleged transfer of the
$423K Note, has testified under penalty of perjury that CRI agreed not to withdraw
is equity and to subordinate other amounts that CP3 owed CRI (e.g., amounts that
CRI lent to CP3, management fees payable by CP3 to CRI, etc.) until after CP3
fulfilled its obligation to return the initial contributions made by the limited
partners of CP3 plus an annualized six percent return on those initial contributions.
[Brubacher Decl., § 2, Exh. “A” hereto, pg. 219, Ins. 15-24, pg. 264, In. 18 — pg.
266, In. 20].

CP18 was aware of the above-described restrictions on CRI's ability to
transfer the $423K Note. CRI was the General Partner of CP 18. [Brubacher
Decl., 9 2-3, Exh. “A” hereto, pg. 208; Exh. “B” hereto, pg. 484]. CRI clearly
had knowledge of those restrictions and that knowledge is chargeable to CP 18.
Cal. Corp. Code, § 16102 (West 2013) (“partner's knowledge, notice, or receipt of
a notification of a fact relating to the partnership is effective immediately as
knowledge by, notice to, or receipt of a notification by the partnership”). Armed
with the knowledge of the restrictions on CP3’s transfer of the $423K Note to CRI,
CP 18 cannot now claim that the transfer of that note is binding on CP3. Cowan v.
Tremble, 111 Cal. App. 458, 463 (1931) (“where a person dealing with a partner
has notice of restrictions on that partner's authority, acts of that partner in

5
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contravention of those restrictions are not binding on the firm or the other
partners”); 48 Cal. Jur. 3d Partnership § 75 (2013) (same).
IV. CRDI’s Transfer of the $423K Note Was Contingent On CRI’s
Assumption Of The Obligation To Pay The Tri Tools Note

It is undisputed that to the extent that CRI did transfer the $423K Note to
CRI, the transfer was contingent on CRI’s assumption of CP3’s liabilities,
including the Tri Tools Note. Mr. Copeland has testified thereto repeatedly under
penalty of perjury. [Brubacher Decl., § 2; Exh. “A” hereto, pg. 357, Ins. 8-21
(“Copeland Realty had a responsibility that would have put in place to repay
Copeland Properties Three if it’s deemed Copeland Properties Three had this
liability” on the Tri Tools Note), Exh. “B” hereto, pgs. 449, 468, In. 16 — 469, In. 9
(“The Tri Tool note was not an issue at all with the distributions to the limited
partners, . . . [because of CRI’s] responsibility to return to the partnership the funds
that we had benefited from the partnership for, that obligation, we owed enough
back if it was necessary to cover that Tri Tool expenditure.”).

The Receiver’s plan of distribution for CP18’s assets, however, seeks to
allow CRI to have its cake (i.e., bind CP3 to the transfer of the $423K Note) and to
eat it too (i.e., disclaim the concomitant obligation of CRI to pay the amounts owed
pursuant to the Tri Tools Note). That is neither fair nor equitable.
V.  The Receiver’s Claim That CP3 Transferred the $423K Note To CRI To
Because CP3 Was Obligated To Give A Credit To CRI In The Amount Of
$50,834.19 Lacks Any Evidentiary Support And Is Untenable

The Receiver has not offered a shred of admissible evidence in his moving
papers or in his reply papers to support his claim that the transfer by CP3 to CRI of
the remaining $50,834.19 (i.e., $423,544.11 minus $372,709.92 equals
$50,834.19). The Receiver speculates in his declaration that transfer of the
remaining $50,834.19 was a credit for an unidentified interest that CRI allegedly
held in CP3’s property. [Doc. No. 356-1, pg. 9, Ins. 12 - 16]. The Receiver

6
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argues that CP3 had an obligation to provide such a credit to CRI pointing to
Exhibit 15 to his reply papers, which is an unsigned copy of CP/8’s Limited
Partnership Agreement. [Doc No. 356-1, pg. 9, Ins. 15-16, Exh. 15 thereto]. That
Limited Partnership Agreement imposes obligations on CP18, not CP3.

Additionally, Mr. Copeland’s testimony reflects that the $50,834.19 could
not be a credit for CRI's interest in the property it provided to CP3 to sell to Tri
Tools, which is sometimes referred to as the "wraparound parcel,” because CP3’s
obligation to pay CRI for the wrap around parcel was reflected in the $314,965.56
entry, which was contained in the $372,709.92

In any event, the fact remains that to the extent that CP3 owed any amounts
to CRI, those amounts, whatever they were, were subordinate to CP3’s obligation
to return the initial capital contributions to CP3’s limited partners and, to the extent
that the $423K Note was transferred to CRI, the transfer was contingent on CRI’s
payment of the Tri Tools Note, which the Receiver refuses to do.

VI. Dr. Bricker’s Allegedly “Concealed” Motivation Is Irrelevant

In his reply papers, the Receiver accuses Dr. Bricker of having concealed his
true motivation, which is to cause CP18 to distribute money to CP3 so that Dr.
Bricker is “off the hook™ for the Tri Tools Note. [Doc. No. 357, pg. 2, In. 24 - pg.
3, In. 3]. Dr. Bricker’s motivation in seeking to compel the Receiver to adopt a fai
and reasonable plan with respect to CP3 is irrelevant to this Motion. Nevertheless,
a bit of perspective is in order.

It is undisputed that Dr. Bricker is a victim and that he invested $215,000
into CP3. CP3 then, without his knowledge, transferred his $215,000 interest to
Copeland Fixed Income 2, LP (“CFI2”). It is also undisputed that CFI2, which is
also under the Receiver’s control, is insolvent, and that its investors, including Dr.
Bricker, will receive either nothing or a negligible amount. In other words, Dr.
Bricker lost his entire $215,000 investment.

7
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To make matters worse, Dr. Bricker now finds himself on the wrong end of
* || the lawsuit filed by Tri Tools, which claims that CP3’s “distribution” to him,
which resulted in no cash in Dr. Bricker’s pocket, was fraudulent and in violation
of the California Corporations Code.

Dr. Bricker does wish to have CP18 distribute money to CP3, as opposed to
CRI, which is entirely appropriate for the reasons described above, so that CP3 can
distribute it to Tri Tools in satisfaction of the Tri Tools Note thus putting this
nightmare to an end.

In light of the fact that Receiver, who was appointed by this Court to act on

'% I behalf of CP3, is doing nothing to protect the interest of CP3 or its limited partners,

** || Dr. Bricker had no choice but to file his objections on behalf of CP3, which, as

12 || described above, is a creditor of CP18 and has every right to object to the

** |[Receiver’s plan of distribution.

" || VIL. Receiver’s Counsel Did Fail To Comply With This Court’s Pre-Filing

5 1| “Meet and Confer” Requirement

16 The Receiver’s counsel claims that he did comply with this Court’s pre-

'7 || filing “meet and confer” requirement. [Doc. 357, pgs. 10-11]. As described in Dr.

18 || Bricker’s opposition to the Motion, that is simply not true. It is curious that the

1% || Receiver’s counsel claims that he spent hours meeting and conferring with counsel

29 || for Tri Tools and counsel for the objecting parties and that his Firm’s records

21 |l contain “60 billing entries relating” thereto. However, upon receipt of the

22 || opposition to this Motion, the Receiver’s counsel applied ex parte for a

23 1| continuance of the hearing on the Motion claiming that the Receiver had not had

24 \[“sufficient time to fully investigate the factual allegations raised, specifically in

?® || response to the Motion. [Doc. No. 335, pg. 3, Ins. 9-14 (The arguments raised in

2% | opposition to the Motion “are not entirely new to the Receiver, as it is my

?" || understanding that they have been raised at various times by counsel in other

28

8
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* || contexts. However, . . . the Receiver has had insufficient time to fully investigate
? || the factual allegations raised, specifically in response to the Motion.”)].
* [| VIIL. Conclusion
! For the foregoing reasons, Dr. Bricker respectfully requests that this Court
* || deny the planned distribution as reflected in the Receiver’s Motion and that instead
¢ || the Court enter the Objecting LP’s Proposed Revised Distribution Schedule, which
7 ||is attached as Exhibit 12 to W. Ziprick’s Declaration, Document No. 368-1.
® || Dated: October 7, 2013 MUNDELL, ODLUM & HAWS, LLP
; MARSHALL BRUBACHER
L By: /s/ Marshall Brubacher
11 Marshall Brubacher
Attorneys for Objecting Limited Partner Neal
. Bricker, M.D.
13
14
15
16
17
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DECLARATION OF MARSHALL BRUBACHER

1. [ am an attorney, licensed to practice before the above-entitled Court,
and an attorney with Mundell, Odlum & Haws, LLP, counsel for Neal Bricker,
M.D. I have personal knowledge of the facts below and if called as a witness I
could and would testify competently thereto.

2. Attached as Exhibit “A” hereto is a true and correct copy of the
relevant pages from the deposition of Charles P. Copeland, Volume II taken in the
matter entitled 7ri Tool, Inc. v. Copeland Properties Three, LP, et al. (the “Tri
Tools Action”), which I attended.

3. Attached as Exhibit “B” hereto is a true and correct copy of the
relevant pages from the deposition of Charles P. Copeland, Volume III taken in the
Tri Tools Action, which I also attended.

4. Attached as Exhibit “C” hereto is a true and correct copy of Exhibit
18 to the transcript of the deposition of Joseph Dotan taken on December 10, 2012
in the Tri Tools Action, which I also attended. At his deposition, Mr. Dotan
identified, the Limited Partnership Agreement for Copeland Properties 3, L.P.
(“CP3”), which he signed and which is attached hereto as Exhibit “C” as being a
true and correct copy of the Limited Partnership Agreement for CP3.

I declare under penalty of perjury under the laws of the United States of
America that the foregoing is true and correct and that this Declaration was

executed on October 7, 2013.

/s/ Marshall Brubacher
Marshall Brubacher

10
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SUPERIOR COURT OF THE STATE QF CALIFORNIA

COUNTY OF SACRAMENTO

TRI TOOL INC., a Nevada
corporation,

Plaintiff,

CASE NO.:
34-2009-00054045

vs.

COPELAND PROPERTIES THREE,

LP, a California limited
partnership; CHARLES P.
COPELAND, an individual; DONALD
E. COPELAND, an individual,

i i I O S

et al.,

Defendants.
DEPOSITION OF : CHARLES P. COPELAND, VOLUME II
TAKEN BY . ROLLIE PETERSON, ESQUIRE
Commencing : 10:35 A.M.
Location 3 707 Brookside Avenue

Redlands, California 92373

Day, Date : Monday, September 23, 2013
Repoxted by H MICHELLE CASTELLANOS, C.5.R. NO. 11699
Pursuant to : Notice
Original to : THE WITNESS

PAGES 199 - 425

JOB NO. 133807
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APPEARANCES OF COUNSEL

FOR THE PLAINTIFF: LAW OFFICES OF PETERSON & KELL
2377 Gold Meadow Way
Suite 280
Rancho Cordova, California 95670
(916) 635-9300
BY: ROLLIE A. PETERSON, ESQUIRE

FOR THE DEFENDANTS CHARLES SCHWAB, FBO JANET I, SANDRA
HAYES, MELVYN ROSS & JOSEPH DOTAN:
LAW OFFICES OF ZIPRICK & CRAMER
707 Brookside Avenue
Redlands, California 92373
{909) 798-5005
BY: WILLIAM F. ZIPRICK, ESQUIRE

FOR THE DEFENDANTS NEAL BRICKER AND LILLIAN FRANKLIN:
LAW OFFICES OF MUNDELL, ODLUM &
HAWS
650 East Hospitality Lane
Suite 470
San Bernardino, California 92408
(909) 890-9500
BY: MARSHALL BRUBACHER, ESQUIRE

THE VIDEOGRAPHER: Ali Saheb-Nasab
Dean Jones Videos

Californin Deposition Reporters Page: 200
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REDLANDS, CALIFORNIA, MONDAY, SEPTEMBER 23, 2013
10:35 A.M.
-000-

THE VIDEOGRAPHER: Good morning, everyone.
Before we get started, I'd like to remind everyone that
the microphones are very sensitive. They can pick up
mild whispers and at times cell phone interference.

With that said, this is the videotaped
deposition of Charles P. Copeland, Volume No. II, taken
at 707 Brookside Avenue, in the city of Redlands,
California, on the date of Monday, September 23, 2013, in
the matter of Tri Tool, Inc., versus Copeland Properties
Three, LP, et al, Case No. 34-2009-00054045. This case
is being heard in the Superior Court of the State of
California in and for the County of Sacramento. This
deposition is on behalf of the Plaintiff.

My name is Ali Saheb with Dean Jones Attorney
Video Service of Los Angeles and Santa Ana, California.
This deposition is commencing at 10:35 a.m. Would all
present please identify themselves beginning with the
deponent.

THE WITNESS: Charles Copeland.

MR. PETERSON: Rollie Peterson on behalf of Tri

Tools.

California Deposition Reporters Poge: 203
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partnerships?

A All of the CPs are California -- are Copeland
Properties real estate limited partnerships.

Q Okay. And we talked a few minutes ago about
Copeland Realty, Inc., and generally speaking -- well,

not generally speaking. Specifically speaking, Copeland

Realty, Inc., or CRI was the general partner of each one

of those California limited partnerships; correct?

A That would be correct.

And that would be true of CP Three; right?

Yes.

CP Fourteen?

Yes.

And CP Eighteen?

HlO|w Ol O

Yes.

Q And so essentially CP Eighteen then, the general

partner's name changed to Copeland Wealth Management Real

Estate, Inc.?

T e et e e
A Yes.
Q Now, you say that you were talking to the -- a

representative of the receiver today about the note
payable to CRI. And what was discussed specifically?

A The receiver asked about the nature of the
origin of the note. I explained that in the sale of the

CP Three real estate, there were two parcels that were

California Deposition Reponiers Page: 208
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Copeland Real Estate, Inc., contracted to buy and bought
in the name of CP Three a building in Rancho Cordova on
Sunrise Boulevard that was leased by the United States
Internal Revenue Service; correct?

A Correct.

Q And in that particular transaction, the IRS had
a lease in which they could vacate the building; correct?

A That's correct.

Q As a matter of fact, that was a disclosure T
think you made to at least one of the limited partners
that I've seen. And I didn't have any other information,

but do you believe you made that disclosure to all of

them?

A I believe so, yes.

Q You own 70 percent or owned 70 percent of CRI;
correct?

A Just less than 70 percent. 1 own two-thirds.

My son Don owns one-third.

Q And Donald was the president of CRI?

Yes,

And you were vice president?

Correct.

You both sat on the board of directors?

o [ |0 |

Yes.

Q And you both had authority to act on behalf of

California Deposition Reporters Page: 219
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1| that I'm looking at that authorizes it is dated
2| February 15, 2007, and the transaction paying it off, I
3 think was shortly thereafter, but I don't remember the

4 exact date.

5 Q BY MR. PETERSON: This is a document that we had

6| givem you -- actually, I think maybe you had produced it

7| at your last deposition, and it's Exhibit No. 113. It

8 has a number of various financial documents in it. And I

9| think you testified at the end of the day for CP Three,

101 that there was a negative liability in the partnership

11| when it wrapped up CP Three of about a hundred and ninety

12 some odd thousand dollars. $191,410.68 was the exact

13 number as of the end of its business.

14 A What was the figure?
15 0] $191,410.68.
16 A That is the equity that CRI had in Copeland

17 | Properties Three.

18 Q At the end of the day, that's the -- Copeland

19 | Properties Three didn't get its equity because the

20 | partnership was upside down $191,410.68; correct?

21 A Copeland -- Copeland Realty was not entitled to

22 | its equity.

23 Q Right.

24 A Because it had not fulfilled its obligations of

25| the required distributions to the limited partners per

I
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the partnership agreement. And this was the amount that

it repaid -- needed to repay in order to make the

obligations to the limited partners exactly what they

should have been.

Q And that did not include the %200, 000 that

CP Three had in liabilities, contingent liabilities, owed

Tri Tool; right?

A That's correct. 1If -- if that had been recorded

on the books, this number would have been 391,000 that

CP Three would have had to turn in to Copeland Properties

Three -- Copeland Realty would have had to transfer to

Copeland Properties Three,

MR. PETERSON: Gentlemen, I don't have any

further guestions.

MR. ZIPRICK: Can I just -- the last point

there, if I can to clarify, so to -- just to go through

what you were saying, Mr. Copeland, you're saying if the

200,000 had been booked on the records of CP Three, that

Copeland Properties would have reduced that note amount

by another 200,000°7?

THE WITNESS: Copeland Realty --

MR. ZIPRICK: Copeland Realty.

THE WITNESS: -- would have owed back to -- if

Copeland Properties Three had -- let's call it paid. Had

paid that, then Copeland Real Estate would have had to
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1| send in 391,000 rather than 191,000. The ending entry on

2| the books would have showed Copeland Realty getting only

3 a -- leaving a capital account of 391,000 behind when the

4 | partnership closed.

5 MR. ZIPRICK: So what I hear you saying is that

& if thers was a negative balance on that account, Copeland

7| Realty would have written off whatever amount it needed

8| to get it back to zero.

9 THE WITNESS: Correct. Yeah. If you read the

10 | partnership agreement, the partnership agreement says

11| that there can be no payment to the general partner

12 | unless, and that "unless" gives you criteria. One of

13| those criteria is that there is a 6 percent distribution

14 | to the limited partners over and above their initial

15 capital investment per year. So you calculate however

16 | long the partnership went, what the distributions to the

17| partners were, and if they are less than 6 percent or if

18 less than the full capital account is returned to the

13 | partners, then Copeland Realty has the obligation to

20 | return any monies that it got out of the partnership.

21 Copeland Real Estate got a commission when the

22 | property closed and it got management fees during the

23 | period of ownership time, and the sum total of those two
24 | amounts would have been Copeland Realty's obligation to

25| Copeland Properties Three in the event the owner -- the
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you were helping us understand. So I just -- I wanted to
come back to that for a couple minutes here.

MR. ZIPRICK: And we will mark this exhibit

which is -- is Exhibit 220.

(Plaintiff's Exhibit 120 was marked

for identification by the court

reporter and is attached hereto.)

MR. PETERSON: If you hand it to Mr. Copeland,
he might be able to hand me a -- thank you, sir. I
appreciate it.

MR. ZIPRICK: I have an extra one there too that
you can keep in case you need -- how do you want me to do
that? Just keep them there?

THE REPORTER: He can keep them.

MR. ZIPRICK: dJust keep them right there. Okay.

Q BY MR. ZIPRICK: So this is from CP Three, the

QuickBooks, and I can represent that these are the

QuickBooks that we got from the receiver, which I

believe, I think from prior conversations, all the

various QuickBooks files, you guys had sent down to the

receiver; is that correct?

A I'm sorry. I didn't understand.

Q No problem. That you had -- you've indicated

previously, I think, that the various QuickBook

accounting records for CP Three and CP Eighteen, you
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1| would send to the receiver previously?

g

2 A Yes.
3 Q Yes.
4 A We have some electronic files that Don will

5| bring with him tomorrow on a flash drive that one of you
6| can transfer to whoever else needs it or whatever or

7| we'll make available.

8 Q That's fine. 8o -- but from the standpoint of

8| Jjust kind of the chain of the title on these, these are

10 | QuickBooks that we actually got from the receiver.

11 A Okay.

i2 Q And I believe -- so those would have come from

13 | when you turned over the QuickBooks to the receiver

14 | before that.

15 A This looks like the QuickBooks that we would

16 | have prepared.

17 Q Good. Okay. So this is Account 2020, the note

18 | payable CRI that I think we were talking about before.

18 So, Mr. Copeland, I'll just -- I'll direct your attention
20| down at the bottom of this, and if we go down to -- there
21 is a 12 -- well, there is a number of entries at 12/31,

22| and if I'm looking at this correctly, there is a balance
23 | showing on here of $57,744.36 about three lines up from
24 the bottom if you see that.

25 A I do.
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Q Okay. And then when you were referring earlier

in your testimony to the 314,965 entry, that would be the

next entry here which was done -- there is a journal

entry also on 12/31/2007.

A That entry you're referring to is Journal Entry

No. 3 dated 12/31/2007.

Q Correct. Okay. Which would bring it up to the

balance, according to this QuickBook records, of 372,709

skipping the cents.

A Correct.

Q Okay. And just to come back then, to make sure

I understood your testimony corxrectly, is this is the

balance in the account of CP Three of note payable to CRI

which when you were referring to the partnership

agreement and -- not to put words in your mouth -- that

the 6 percent return, you're saying this is what the

amount that would be offset by that to get the limited

partners up to that return, is that correct, or let me

just --

A I'm not certain that it would have been this

account that would have been offset, if cash would have

been transferred, how that reconciliation would have been

accomplished, but it would have been accomplished in some

way, shape, or form.

Q Got it. Okay.
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sold?

A If there was one, which I don't think there was.

Q You're talking about on the CP Three parcel or
are you talking about on the wrap-around parcel?

A On the CP Three being sold, I don't think we
took a commission. But it's possible. I'd have to look
at the escrow to be sure.

Q Okay. And then the ongoing management fees such
as were charged, or other fees -- I guess any fees that
would be going to Copeland Real Estate would be subject
to this -- I'1ll call it the offset?

A The management fee would be subject. If we paid
a utility expense and got reimbursed or something of that

nature, it wouldn't be so it was --

Q Right.
A It's exclusive to the management fee.
Q Got it. Gain, profit, increase to Copeland

Realty as opposed to reimbursement for third party
expenditures?
A Correct.

MR. ZIPRICK: And let me just mark this. That

was Exhibit 120. I'm going to just -- and I've even got

the right tag. This has a -- will this be confusing?

Well, maybe, Rollie, just for clarification, one of the

documents -- I think this was the Dotan I'm looking at
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it -- one of the exhibits in that, Exhibit 18. I haven't

_—

checked it, but we'll just identify it that way.

MR. PETERSON: Okay.

MR. ZIPRICK: So it will not be a new exhibit,
and if you would pass one of those down to --

MR. PETERSON: 1I've got it here.

MR. ZIPRICK: You've got it. Great. Okay.

Q BY MR. ZIPRICK: Mr. Copeland, just to -- I'll
let you take a look here, but I can say this was from
the -- actually Dotan.

A Lillian Franklin deposition, FRA --

Q Yeah, it's interesting. You know, I think what
this was is I think this document came from Lillian
Franklin and then I'm thinking it was used by
Mr. Peterson in the Dotan deposition and that's where it
became an exhibit. That's why it's got the two different
things of numbers on there, if that makes sense.

A That's fine.

Q Okay. 8o let me just -- I wanted to go through
a few things on this, and I think was covered in an
earlier deposition but just to note it, this is one of
those documents which the pagination is a little funny at
the end. It goes to page 24 of 27, 25 of 27, and then it
appears the signature, 26 of 27, and the last two

signature pages are 24 of 24. But my understanding is at
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1 A That's correct.

2 Q And as you testified before, I believe, Don

3} Copeland was the president during this -- the whole time
4 frame here. Well, let me say from -- Copeland Realty

5| began in when?

1 A Copeland Realty began in the beginning of 2003.
7 Q Okay. And I'm not sure if it's still -- well,

8| it's still in existence, but it had the name change?

9 A It had a name change, and then it was

10 | surrendered to the receiver in the SEC action I'm a party
11| to.

12 Q So at least from 2003 through 2010, Don Copeland

13| was the CEO/president of Copeland Realty?

14 ¥\ I believe so.
1S Q Okay.
16 MR. PETERSON: I think it was October of 2011 is

17 | when the receiver took over the property. So through --

18 MR. ZIPRICK: Sounds right.

15 MR. PETERSON: -- 2011 up and --

20 THE WITNESS: Correct.

21 o) BY MR. ZIPRICK: And you were the vice

22 | president?

23 A I was vice president.
24 Q Do you know who the corporate secretary was?
25 CFO?
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1 A I don't know. I might have been the corporate
2| secretary. I might have been the corporate treasurer.

3| Don might have been the corporate treasurer. I'm not

4 sure.

5 Q Okay. Let me just go to the signature pages

6 ) here. It -- we'll start with, I think, what's labeled as
7| the FRA 000130, or it says page 26 of 27 on that, page 3
8| from the end.

9 A Uh-huh,.

10 Q Okay. So on this one, even though there are no
11 | signatures on this particular page, but let me ask you,

12 | would it be your -- your opinion that this would be the

13 i limited partnership agreement for CP Three?

14 A Yes.
15 Q And .what would you base that on? Just knowing
16 the -- knowing the documents well enough, how they are,

17 | that this would be the authentic agreement?

18 A Yes.
13 Q Okay. At least a copy of it?
20 MR. PETERSON: And you're testifying from

21 | Exhibit 187

22 THE WITNESS: Pardon?
23 MR. PETERSON: You're testifying from

24 | Exhibit 18?

25 THE WITNESS: I'm testifying from FRA 000105 and
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1| delta pie Exhibit 18, Deponent Dotan, 12/10/12.

2 MR. PETERSON: Sure. And that exhibit runs

3 through FRA 0001327

4 THE WITNESS: Correct.

5 MR. PETERSON: And you recognize that as being

6 the entire CP Eighteen agreement?

7 MR. ZIPRICK: CP Three.

8 THE WITNESS: I don't recognize it as being the
9 | entire agreement potentially because there are multiple

10 signature pages so they may or may not all be here. If

11| you want, I can take a look at that.

12 MR. PETERSON: Okay. And you'll get to that,
13 I --

14 MR. ZIPRICK: Absolutely.

15 MR. PETERSON: -- wanted to clarify for the

16 | record what document we were discussing.

17 MR. ZIPRICK: Good. GCood. Thank you.

18 Q BY MR. ZIPRICK: Would it be your practice, and
19 I think this may have come up in other depositions

20 | before, that there could be signature pages which would
21 | be circulated out to different limited partners to sign
22! and then -- almost like counterparts -- and bring them
23 | back together again for one original?

24 A Correct.

25 Q Okay. So that would not be an unusual event for
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begin Video No. 3 in today's deposition.
Q BY MR. ZIPRICK: All right. I think that's it
for the partnership agreement for right now. We'll come

back.

I'm going to show you another document, and this

is actually Exhibit 22 previously. I think -- does this

.document look -- does this look familiar at all as you

look at it here?

A Yes, I believe we looked at this earlier today.

Q Correct. And this was the -- a memorandum dated
May 3, 2005, signed by Don Copeland for Copeland Realty?

A Yes,

Q Okay. And I think we talked about some of the
stuff about the IRS building, et cetera. And the second
paragraph, maybe I'll have you read just the first
sentence of that, if you would. I think it ties into
what you've been testifying to.

A "As general partners, our pledge to you is for
us not to profit unless the limited partners receive at
least 6 percent return on their investment each year."

Q Good. And one question on that too. Would it
be your understanding that that is a cumulative &
percent?

A Yes.

Q Each year. Okay. And this would be referring
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1| to that same 6 percent we've been talking about a little
2| bit, but you were just reconfirming it for the partners

3| at that time?

4 A Correct.

5 Q And you were reconfirming it there because of --
€ | with some of the issues with the IRS and the other

7 things, the concern that you were going to have to

8 | suspend the monthly distribution checks for a period of

9| time and so was it kind of a reassurance that we haven't
10 | forgotten about this?

11 A I'm not exactly sure what the motivation was for
12} this letter. It was a communication to the partners.

13 Q Okay. And Don Copeland is the CEO and also

14 | board member of Copeland Realty as you've testified?

15 A Correct.

16 Q And you two, would it be your practice if you

17 | were going to send something like this out, that normally
18 | you would probably lock at it together, talk it over, or
19} would Don sometimes -- would he have the authority just
20 to send this off?

21 A Well, Don had the authority tc send it off as

22 ) the president of the company. He also valued his

23 | position as my son.

24 Q Touche. I understand that fully.

25 So I take it your answer would be is that he
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would run these things by you, or would this be the type
J

of thing that you might have even drafted?

A I am certain I was involved in this document to

some degree.

Q Got it. Okay. So you would have been in full

100 percent agreement with the document before it went

of£?

A Correct.

Q Okay. So let me just draw your attention then

to the third paragraph and just have you read that as
e

well.

A "Copeland Realty will make a subordinated loan

to the partnership to cover all costs until the property

covers its cost. The loan will be subordinated to the

first mortgage and to all limited partners' initial

contributions."®

Q Okay. 2And in your lay terminology here, what

would that -- what would that mean to you? What were you

or you and Don conveying to the limited partners there?

A We're going to keep the partnership running

until we can sell it. When we sell it, you'll get your

money back and your return before we get the money that

we put into this to keep it going.

Q Okay. And that would be the basis of using the

term "subordinated loan"?
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A Correct.

Q Okay. And what's the date again on this
document?

A May 3, 2005.

Q Okay. So I'd just like to draw your attention

back to Exhibit 120 for a moment. And I think that --

yes, that's -- that's fine there. It is the note payable

for CRI.

A Correct.

Q The QuickBooks. Okay. So is it a fair

statement, because this document we just looked at where

you all were agreeing with CP Three to make subordinated

loans to keep the business going during this -- that

time, that that's on May 3rd. And it appears if I'm

reading this right on the QuickBooks report for the

Account 2020, note receivable, CRI, that within a couple

months -- actually with the first entry being 7/31/2005,

that would have been the first subordinated locan pursuant

to this transmittal.

Is that a fair --

A That's correct.

Q Okay. So would it be a fair statement to then

say that because there were various -- as we look down

through here on the QuickBooks report, there were various

loans which were made. Then there were some payments
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1| back on this. But that these loans here were part of

2| this subordination, that they would be deemed a

3 subordinated loan?

4 A Correct.

5 Q So everything on this sheet, all this would be

6 subordinated?

7 A All -- everything on this is what we were

8 | talking about in this letter that you've just asked me to

9 look at.

ia Q Great. Okay.

11 MR. PETERSON: Just for record purposes, "this

12 | letter" being Exhibit 22.

13 THE WITNESS: This letter being Exhibit 22 of

14 | the Dotan deposition.

15 MR. ZIPRICK: Deposition. Right.

16 MR. PETERSON: And the subordinated portion is

17| coming off of Exhibit 120.

18 MR. ZIPRICK: Yes, 120 is what we were referring
19 to when you were saying that these were all --

20 THE WITNESS: And the subordinated document is

21 | Exhibit 120 of the C. Copeland deposition.

22 MR. PETERSON: I don't mean to be a pest. Just
23 | trying to keep this record --
24 MR. ZIPRICK: Absolutely.

25 Q BY MR. ZIPRICK: So this -- this is -- another
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1| description of this would be this is a -- this is the

2 | accounting record of the ongoing balance of that

3 subordinated -- subordinated loan referred to in the

4| Exhibit 22°?

5 A That's a fair way to classify it.
6 Q Okay. Good. Just one other quick thing I
7| forgot to mention here too, but I -- just while I'm at

8 it, on the -- this is on Exhibit 120. Well, strike that.
9t Okay. I think that's it for that document.

10 Oh, just maybe one other quick question. The

11 | last paragraph there of Exhibit 22 refers to here's

12| basically what -- since it seems like the memo is saying
13 | here is what we're committing too, but then we're going
14| to have a meeting to just go through this in more detail,

15 | answer questions, et cetera.

16 A Correct.
17 Q Is that fair? Okay.
18 MR. ZIPRICK: This is -- we'll get to use one of

13 | our stickies. We'll do it on the bottom right; right?

20 | Is that good? This may have been an exhibit on here, but
21| TI'll just put it out there because I don't have --

22 MR. PETERSON: Thanks.

23 | MR. ZIPRICK: We have labeled this -- again,

24 | what is that? Exhibit 1217

25 THE WITNESS: Yes.
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instruction again, Copeland Realty is going to be at risk
for the $200,000 note regardless; right?
THE WITNESS: Correct.
Q BY MR. ZIPRICK: Right. The issue would be
whether CP Three was also at risk?
A Yes.
Q Right. And -- but following up into Rollie's

question, based on your testimony today and Rollie's

point, almost like you thought the ultimate liability

would rest with Copeland Realty for this 200,000 -- I'1l1l

call it the easement, potential contingent liability on

the easement?

A Copeland Realty had a responsibility that would

have put it in place to repay Copeland Properties Three

if it's deemed Copeland Properties Three had this

liability.

Copeland Realty, Inc., would have had a

responsibility to cover that liability for Copeland

Properties Three provided there was enough monies paid to

Copeland Realty profiting from this transaction, which I

believe there were, but I'm not 100 percent certain.

Q Or as the general partner as Mr. Peterson was

Y

just raising is another alternative --

A Yes.

Q -- which is not subject to any limitation on the
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Shorthand Reporter for the State of California, do hereby
certify;

That the deponent named in the foregoing deposition,
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WITNESS
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CHARLES P. COPELAND

Examination by Mr. Ziprick
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Further Examination by Mr. Peterson 482,568,590

6 Further Examination by Mr. Ziprick 564, 591
7 Examination by Mr. Brubacher 588
8
9 EXHIBITS
1o PLATNTIFF'S MARKED FOR
EXHIBIT NO. DESCRIPTION IDENTIFICATION
11
139 Pledge of Security Interest 431
12 dated  December 16, 2009
13 140 Copeland Properties Twelve 432
Account Quick Report
14
141 Print Screen Shot of Copeland 432
15 Properties Twelve
16 142 CP18 Sales Proceeds Distributions 432
17 143 Copeland Properties Three 492
Balance Sheet Detail as of
18 May 29, 2007
19 144 8/22/08 Letter to Jim Dismukes 493
from Murphy Austin
20
145 8/25/08 Letter to Michael O'Neil 502
21 from Jim Dismukes, et al.
22 146 Parcel Map 507
23 147 Copeland Properties Three 551
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24 Jan 1, 2004 - Sept 19, 2013
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Jan 1, 2004 - Sept 19, 2013
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1 REDLANDS, CALIFORNIA, TUESDAY, SEPTEMBER 24, 2013
2 S:25 A.M,

3 -000-

4

5 THE VIDEOGRAPHER: Good morning, everyone.

6 | Before we get started, I'd like to remind everyone that
7| the microphones are very sensitive. They can pick up

8| mild whispers and at times some cell phone interference.
91 With that said, this is the videotaped

io deposition of Charles P. Copeland, Volume No. III, taken
11 at 707 Brookside Avenue, in the city of Redlands,

12| California, on the date of Tuesday, September 24, 2013,
13 in the matter of Tri Tool, Inc., versus Copeland

14 Properties Three LP, et al., Case No. 34-2009-00054045.
15} This case is being heard in the Superior Court of the

16 | Sstate of California in and for the County of Sacramento.
17} This deposition is on behalf of the Plaintiff.

18 My name is Ali Saheb with Dean Jones Attorney
19| Video Services of Los Angeies and Santa Ana, California.
20 | This deposition is commencing at 9:25 a.m. Would all

21| present please identify themselves beginning with the

22 | deponent.

23 THE WITNESS: Charles P. Copeland.

24 MR. PETERSON: Rollie Peterson, Peterson & Kell,

25| on behalf of Tri Tool, Inc.

California Deposition Reporiers Page: 430
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1 MR. ZIPRICK: Yeah, Willilam Ziprick from Ziprick

2 & Cramer on behalf of Defendants Eide, et al.

1 CHARLES P. COPELAND,

5 having been previously duly sworn,
6 testified as follows:

7

8 EXAMINATION - Continued

s BY MR. ZIPRICK:

10 Q Okay. Mr. Copeland, good morning.
11 A Good morning.
12 MR. ZIPRICK: All right. We will -- I've got a

13 few new exhibits here which we'll go into. And this
14| first one, I think, will be Exhibit 139. TIf you can just

15| pass that over there.

16 (Plaintiff's Exhibit 139 was marked

17 for identification by the court

18 reporter and is attached hereto.)

19 MR. ZIPRICK: And I think I'll -- since we'll be
20 referring to these, I'm just going to pass out -- this

21 | next one will be Exhibit 140.

22 I'll get about three or four out here in front
23| of us. And Exhibit 141. I should mark these other sets.
24| 139, 140, 141, and Exhibit 142. There you go.

25 //
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bookable on Copeland Properties Three because Copeland
Realty was going to satisfy the obligation.

We talked extensively yesterday and previously

in this deposition about the mechanics of how Copeland

Realty, Inc., had to return monies to the partnerships if

they did not make their required return if it had taken

money for its commissions or management fees.

So this obligation was going to be satisfied

either by Copeland Realty getting it removed through the

payment of some kind of fee to the people who had the

easement for them to drop it or by litigation that would

get it removed. And we were confident that at the time

of the note, we were very, very confident that that would

happen, and for a very low amount.

And then later when it was determined that the

time frame would run out and the note would become

payable, we still expected Copeland Realty to pay the

$200, 000 and offered to enter into some kind of judgment

at that point, and we're not going to contest the lawsuit

that was against Copeland Realty in this.

Q When you say the lawsuit against Copeland Realty
or the lawsuit against CP Three?

A Or against CP --

Q CP Three; right?

A Yeah, against CP Three and --

Californin Deposition Reporters Page: 449
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had not been removed, was it your intent that Tri Tool
would not get paid?

A No.

Q By any sources, CP Three, Copeland Realty, under

your guarantees, under any of those?

A No.
Q Okay. Did you -- you were involved in the
distributions of the -- distributions of funds or

partnership interests in other entities, CP Fourteen,
CP Eighteen, et cetera. 1I'll refer to those all as
distributions.

When those distributions was made, was it your
intent that those distributions would be a means so that
there would be no assets to pay Tri Tool off on the note?

A No.

Q S0 is it a fair statement that because you view
that as a remote contingent liability, which you did not
think would have to be paid, that the payment or
nonpayment of the Tri Tool note was not an issue at all
relative to the distributions to the limited partners?

A The Tri Tool note was not an issue at all with
the distribution to the limited partners, partly because
of what you said and for other reasons.

Q Okay. Can you explain --

A Our responsibility to return to the partnership

California Deposition Reporters Page: 468
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1| the funds that we had benefitted from that partnership

2| for, that obligation, we owed enough back if it was

3 | necessary to cover that Tri Tool expenditure.

4 Q S0 just to follow up on that, would have been

5| your thinking and opinion that if necessary, Copeland

6§ | Realty would put funds either back into CP Three or pay

? the note or through guarantees so there would not be a

8 situation of a default on the note?

9 A Correct.

10 Q Okay. Mr. Copeland, let me ask you, because I
11 think you said you've been a CPA for many years. Are you
12| familiar with the term "insolvency"?

13 A Yes.

14 Q And can you just give me what your definition,
15 | what you believe insolvency means?

16 A The quick answer is when someone's liabilities

17 | exceed their assets, they‘'re insolvent.

18 Q Does that ever tie into their inability to be
19 [ able to make -- pay their liabilities as they come due?
20 A There axe forms of insolvency that bankruptcy

21 | courts deal with and the terms, but generally speaking,
22 | the way I defined it is the way I understand it.

23 Q Okay. So that shorthand version, the

24 | liabilities exceed the assets?

25 A Correct.

California Deposition Reporters Page: 469
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the potential promissory note from CP Eighteen, which I
don't think had been disbursed. You may be coming to
that. I didn't want to misstate.

Q BY MR. PETERSON: Yeah. What I'm saying is that
all the assets had gone someplace else by this point in
time?

A The -- yes.

Q And, in fact by, I believe, around the 1st of
July, CP Three had closed its checking account?

A That's probably correct. I would expect to have
been closed about that time. I can be refreshed by
direct dates in the general ledger but that sounds
reasonable.

Q Sure. And in April and May of 2007, Copeland

Realty, Inc., was the general partner of CP Eighteen,

CP Fourteen, and CP Three; correct?

A Correct.

Q Okay. And, in effect, you as an officer of

Copeland Realty, Inc., was managing all the financial

affairs for all three organizations; right?

a Correct.

Q Plus Copeland Realty, Inc.?

A Correct.

Q Okay. And you were signing on the checking

accounts for all of those entities; correct?

California Deposition Reporters Page: 484
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1 A I'm not sure that's correct.

2 Q Well, the money that went from CP Three to

3| CP Fourteen ended up in this escrow; correct?

4 A Correct.

5 Q Okay. And that number was -- the loan was 1.8.

6 I think 5,000 of it was for loan fees so it was 1.795.

7 A Yes.

8 MR. ZIPRICK: Right.

9 THE WITNESS: That would be correct.

10 MR. ZIPRICK: That was a Pacific Western Bank
11 | loan.

12 MR. PETERSON: Correct.

13 MR. ZIPRICK: Right.

14 Q BY MR. PETERSON: Then in addition teo that,

15| CP Three put in another 330,000 paying off the deferred

16 | payment to seller?

17 A CPC transferred money directly to the seller.
18 Q Correct.

19 A As a loan to CP Eighteen.

20 Q So at the end of the day, CP Three had put

21 | approximately $2.1 million into CP Eighteen in the form

22 of a loan?

23 A Yes.

-

24 Q Okay. And the balance then of the cash required

25 for this transaction was approximately $400,000; right?

Calilornia Deposition Reporters Page: 519
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1 THE WITNESS: But I would say again, to the

2| extent Copeland Realty received management fees from

3| Copeland Properties Three over its lifetime and received

4| commissions on the purchase of the property for Copeland

5| Properties Three, that it had an obligation per the

6 | partnership agreement to reimburse those funds to the

7| partnership in order to be able to distribute the

8| original capital contributions of the partners of

9 CP Three.

10 MR. ZIPRICK: And above and beyond that, do you
11 | recall our discussion, just if I can, this was on

1z | Exhibit 22. Let me just -- this was the May 3rd which we
13| talked about and I'll draw your attention to that

14 | paragraph about the subordination there.

15 THE WITNESS: This paragraph, if you read my

16§ | testimony back, I think I will have clarified this to say
17 | the same thing that I just said. This paragraph is to

18 | communicate to the partners that there is to be a return
19 | of their initial capital and that enough money has been
20 | paid to Copeland Realty, Inc., for managing this

21| investment that did not turn out so good, and for getting
22 | commissions on the purchase of this investment that did
23 | not turn out so good, for us to reimburse back to the

24 | partnership such that the partners will get their initial

25 contribution out when the sale is concluded.
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is that correct?
A No.
Q Okay. Please correct me.

A I think Copeland Realty had already satisfied

its obligations under the partnership agreement by not

taking money owed to it and by taking on the obligation

of the clearing of the easement, which is the underlying

premise for the $200,000 note.

So I think at December 31, 2007, which is after

the close of the Tri Tool transaction and at the cliose of

the partnership, the partnership had no assets and the

partnership had no liabilities. Copeland Realty had

suffered a $191,000 loss that year for its dealings with

ra

Copeland Properties Three, and it was fulfilling an

obligation -- maybe not to the extent Tri Tool would like

it but was attempting to fulfill an obligation to deal

with the easement on the property.

Q Understood. And to the extent that any of the

N a

creditors of CP -- Copeland Properties Three whose debts

had now been transferred over to Copeland Real Estate,

Inc., including Tri Tools, had asked to be paid on

December 31, 2007, did Copeland Real Estate, Inc.,

have -- or Copeland Realty, Inc., have sufficient assets

to be able to make a payment to pay off those amounts on

December 31, 20077
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A It had sufficient assets. The question that's

come into play is was there sufficient cash flow at that

time to provide cash rather than other kinds of assets.

There were sufficient assets that a transfer of assets

could have been done to satisfy the note at that time.

Q And by "the note," you're referring to

the contingent liability --

A The Tri Togl note. Correct.

MR. BRUBACHER: Thank you. That's all for now.

FURTHER EXAMINATION
BY MR, PETERSON:

Q One follow-up. When you say it had sufficient
assets to satisfy the Tri Tool note, what kind of assets
are you talking about?

A We would have to go to the balance sheet of
Copeland Realty, but example, one example that's already
in the record here, is it had an interest in Garden Ridge
that was transferred -- that was not transferred but was
pledged after that date to Mel Ross. And that asset was
available for pledge or for transfer at that time.

Q But there wasn't a cash asset at that time?

A There was -- no, there was not dollar bills,
bank account, CD that could be liquidated.

MR. PETERSON: Okay. Thank vyou.
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¢ COPELAND RBAZITY INC.

b . € ageland . . . L. DIWEHZT
Teker A Real Estate lwestment Coreratiom
May 3, 2005

RE:  Copelond Pruperties Three L.P.
Ta:  All Limited Partners

In November IRS gave notice of jls intention Lo Jeave our building May 3, 2005 and they bave
done so, This check is the last distribution that will be available for the foreseesble future, In
December of 2004 we contracted with CBRE in Sacramenta, which is & large commercial
leasing firm, to help us in our search for o replacement tenant. They have shawn the property
several times and are actively inarketing it.

As General Pastners our pledge to you was for us nol to profit unless the Limited Partners
received at Jeast 6% retum on their invesinent each year. Exhibit A shows the distributions paid
out to each Limited Partner, including this month's check, have provided a 6% return through

“November 25, 2005. It is our intenlion to suspend monthly distributions checks until that date., If
we do not have a tenant(s) in place by then we will offer to purchase your Limited Parinership
interest in accordance with Exhibit B. There will not be any requests for Limited Partners to
make a payment until after November 25, 2005.

Copeland Realty will make a subordinated loan 1o the Parinership to cover all casts until the
property covers its costs. This loan will be subordinated to the first mortgage and to all Limited
Partners initial contributions.

This letter only lays out the issues and a brief recap of our plan. We have scheduled Wednesday
May 25" at 7:00 p.m. at The Copeland Group for & meting of all interested Litnited Partners.
This is to go over our planning and your options in more detail.

Sincerety,

\ '__'.._ o - :
—
Donald E. Copeland

25809 Business Center Driv:l. Suél;l: )i ] .l Rc;:llalinds. California 92374 - (90?) 199-8580 » Cell (909) 709-6568
' on@copelandrealty. . landrealty.
W tycom * gpwweonclandrealty.com SH 0013
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7

1 PENALTY OF PERJURY CERTIFICATE

7 I, the undersigned, declare under penalty of perjury
a that I have read the foregoing transcript, and I have

9| wmade any corrections, additions or deletions that I was
1¢ | desirous of making; that the foregoing is a true and

11 | correct transcript of my testimony contained therein.

12
13 EXECUTED this 3% day of tchBef , 20/% ,
14| at REPM'\”& . California.

15
16
17

18

5 ——————  —— 8 S s

19
' 20 CHARLES P. COPELAND
21
22
23
24

25
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REPORTER'S CERTIFICATE

STATE OF CALIFORNIA }
COUNTY OF LOS ANGELES ; =

I, MICHELLE CASTELLANOS, CSR No. 11689, Certified
Shorthand Reporter for the State of California, do hereby
certify;

That the deponent named in the foregoing deposition,
prior to being examined, was by me first duly sworn to
testify to the truth, the whole truth, and nothing but

the truth;

That said deposition was taken before me at the time
and place therein stated and was thereafter transcribed
into print under my direction and supervision, and I
hereby certify the foregoing deposition is a full, true,
and correct transcript of wmy shorthand notes so taken.

I further certify that I am not of counsel nor
attorney for either of the parties hereto or in any way
interested in the event of this case and that I am not

related to either of the parties hereto.
Witness my hand this 29th day of September, 2013.
uthylfe, Casttllanss

MICHELLE CASTELLANOS, CSR No. 11699
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LIMITED PARTNERSHIP AGREEMENT
Preamble

AGREEMENT of Limited Partnershipmada this_23rd  dayof Fabruary .
‘004, by and between__Copeland Really, Inc. , General Partner and the LimRed Partners.

T I8 HEREBY AGREED:

ARTICLE 1. THE PARTNERSHIP
Formation of Limited Partnership

1.01. The General Partner and the Limitad Partners agree to form a limited partnarship
ursuant to the provisions of the California Revised Limited Partnership Act

Name of Parinarship
1.02. The name of the Parinership Is Copeland Properties Three, a Limilad Partnership.

e business of the Parinarghip shall be conducted under thal name.
Purpose of Partnership

1.03. The Partnership will engage in the business of real property ownership and any
divities thal are relaled or incidental to that business.

Principal Place of Business or Exacutiva Office

1.04. The princlpal place of business or executive office of the Parinership is at 25808
isiness Centar Drive, Suite F Redlands, CA 82374, San Bemandino County, State of
liifornta, or at any other place within San Bamardino County, Califomia, as may be determined
w time to time by the General Partner. if the Ganeral Partner changes the princlpal place of
siness or execulive office of the Parinership, It must give written notice of the change of
dress to each Limited Partner at leastten (10) days before that change.

Temn of Partnership
1.05. The term of the Partnership commencas on the dats on which the Parinership's
riificate of Limited Parinership is filed by the Secrelary of State of Callfornla in the manner
juired by the Califomia Revised Limited Partnership Act or a date not more than 90 days after
le cortificate is raceivad by Sacretary of Stele and continues 10 years after the purchase of its
4 real property parcs),
Certificata of Limited Partnership

1.06. The General Partner will immediately execite a Certificate of Limited Partnership
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and cause that Certificata ta be Red in tha office of the Sacratary of Stata of Califomia.
Thereafler, the General Pariner will executs and cause to be filed cerlificates of amandment of
'he Certificate of Limfted Parinership or Restated Ceriificates of Limited Partnership whanever
‘equired by the Californla Revised Limitsd Parinership Act or this Agresment. The General
“ariner will exacute and cause to be filed original ar amended certificates evidencing the
ommation end operation of the Partnarship whenever required undar the laws of any other states
n which the Parinership determines to do business. The General Partner will also record @
wartified copy of the Cerfificate and any amendment in the office of tha county recorder in avery
ounty In which the Partnarship owns real property.

Definittons

1.07. Except as otherwise stated in this Agreement or as the contaxt of this Agresment
aquires, the terms defined In this Section, for the purposes of this Agreement, have the
leanings specifiad In this Saction.

() "Agresment” means this Limited Partnership Agresrment, as amanded from time to
Te.

(3 “Assignee” means a person who has acquirad a beneficial Interest in the [imited
artnership interast of a Limited Partner but who Is not & *substituted Limited Partner."

(3 "Assigning Limitad Partnar” means a Limited Pariner who has assigned a

meficial interest in that Partner's limited parinership interest but the Assignee of which has not
1come a "substituted limited pariner.”

(4) "Cash avallable for distribution” means lotal cash Incame from operelions during
Yy given accounting perlod pius the cash praceads, if any, from the sala or other disposilion,
nancing, or liquidation of Parinership praperty, less cash expenses as well as any allowancas
reserves for conlingencles or for repair to end maintenance of propertles, and anlicipated

figalions the General Pastner shall In ils discration desm necessary during the same
counting periad.

(5 “Distribution* means any cash distributed to the Partnars from cash avallabla for
tribution.

(6} "General Partner” refers to Copeland Realty, Inc., or any succassar.

(N “Limited Parines” refers to any person who is admitted to the Parinership, either as
original Limited Partner or as a substiuted Limited Partner, and who executes this
eemant. A "new Limited Partner” Is a Limited Pariner other than an originat or substitutad

{ted Partner who hes purchased a limited partnership interest from the. Partnership by making
required contribution to the Parinership,

(8) "Majority in interest of the Limited Pariners® means 87% of the inlerests of the
ited Partners.
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(9) "Netincome” and "net loss” maans the net Income or nat loss of tha Partnership as
determined for the purposes of computing faderal income texes pursuant to tha Intemal
Revenue Code in accordance with genarally accepted eccounting principles. :

(10 “Pariners” or "the Partners” rafsrs collactively to the General Partner andthe °
Limitad Pariners. Reference lo "Pertner' Is a reference to any one of the Partners,

{11) “Parinership” refers to the Limited Partnership created under this Agreement and
he Certificata of Limitad Partnership to ba filad with the Office of the Secrstary of State pursuant
a the Callfomia Revised Limitad Parinership Act.

(12 *Vole" includes written consent,

{13 “Cumulstive non compounded annualized profit* ( CNCAPF) s the lota)
profitfoss from all sources, including ordinary income, investment retum on cash

(14) The percent of CNCAP abova Is compulad using “original cash/proparty net
equity” (OCPNE) of all partners as the denominator, CNCAP as the numerator and
then the remainder divided by time elapsed from close of first purchase escrow,

le, CNCAP = Gross CNCAP percent
OCPNE

Then

BCNCP% = Percant of CNCAP
Years of time

alapzed

ARTICLE 2. MEMBERS OF PARTNERSHIP

Originel General Pariner
2.01. The name of the original General Partner is as follows: Copeland Restty, Inc.
Original Limiad Partnars

2.02. The name of each original Limiled Pariners are as foilows:

Admissfon of Additional General Pariner

2.03. Subject to any other provision of this Agreemaent, a person may be admitled as a
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General Pariner after the Certificats of Limitad Parinership is flad only wilh the written consent
of General Partner and the vole or writlen consent of 67% of the Limited Pastners,

Replacement of Sola Remalning General Partner .
2.04. If a General Pariner ceases to ba 3 General Pariner and there is no remaining
3eneral Partner, one or more new General Partner may be adinitted to the Partnership on the

wtitlen consent of 87% of the Limited Partners; provided that the Limited Partners agree In

writing to conlinua the business of the Partnership pursvant to Paragraph 12.03 of this
\greement.

Admisslon of Additionat Limited Partners

2.05, Subject to the provisions of Article 8 of this Agreement, governing transfers of
artnership interests, a parson may scquire an Interast In the Parinership directly from the

Admission of Substituted Limied Partner

2.08. The assignee of a limied partnership Interest may be admitied as a substiuted

mitad Pariner with the vote or written consant of the General Partner and ali the Limited
artners. '

Amendment of Partnership Reconds
2,07. On admission of a Genaral Partner or Limited Partner, the General Partner will add
3 name, address, contribution, and that Partner's share in Partnership profits or losses to the
: of Partners kept in the principal executive office of the Parinerchip.
Additional Pariners. Bound by Agreement

2.08. Before any person is admitted io the Partnership as a General or Limited Partner,
4 person shall agree in writing to be bound by all of the pravislons of this Agreement.

ARTICLE 3. FINANCING
Caphtalization

3.01. The Partnership shall have an inilial capltalization of $2,100,000.00 which shall be
tributed by the Limited Partners, as further described int Paragraph 3.03 of this Agreement,
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General Partner Capital Contribution

3.02. (& The General Partner namad In this Agreement shali contributa to the capital
if the Partnership in cash the sum of $21,000.00 for & 1% interast.

{b) Each new or replacement General Pariner admitted alter the exscution of
s Agreement shall contribute, bafore admission o the Partnership, a sum that shall be
'etarmined by the General Partner. in the altemative, or in addition to the contribution provided
o in this Agraement, the remaining General Partner may require a General Pariner who s
eing admitted fo replace a former General Partner lo purchase the interest of the former
iensral Partner pursuant to Paragraphs 9.04, 8.05, and 9.08 of this Agresement. These
rovislons are subject, hawever, to any requirements for approval by the Limited Parinars
pecifled elsewhere in this Agreement. If there are no remaining General Pariners, tha
aniribution and interest af a new or replacemant General Partner shall be determined by the
mited Partnars in eccordanca with Paragraph 2.04 of this Agreement.

LimHed Parinar Capital Contribution

3.03. Each of tha Limiled Partners shail contribute lo the capital of the Partnership cash
real estate with net equity value in the amount of $210,000.00 for each 10% interest.

Inftial Capltal Contributions From New Limited Partners

3.04. Each new Limited Partner admittad to tha Parinership shall contribute to the capltal
the Partnership,

Additional Captial Contributions
3.05. No additional contributions of capital shall be required of the Limited Partners.
Interast on Contributions
3.08. No interast.shail be paid on the inttial contributions to the Partnership capltal.
" Withdrawal and Retum of Capital
3.07. (&) NaoPaitner may withdraw any portion of the capllaf of the Partnership and
Partner, Genera) or Limited, is entitled to the refum of that Pariner's contribution to the capital
he Partnership except on the dissolution of the Partnership or the withdrawal of that Partner

n the Partnership and that Partnar's compliance with Paragraphs 9.02 and 9.03 of this
eement,

(b No Partneris enfilled to damand the distribution of Partnarship propeny
ar than cash as part of the retum of that Partner's capital conlrbutlon te the Partnership.
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( 9 No Limited Pariner has a pricrity over any other Limited Pariner as to the
etum of a contribution on the dissolution of the Parinarship.

ARTICLE 4. ALLOCATION AND DISTRIBUTION OF
PROFITS AND LOSSES

Allocation of Profits and Losses

4.01. The net profits of the Partnership ara allocated 10, and any net losses suffared by
12 Partnarship will be borne by, the Pariners In the following proportions;

‘ENERAL PARTNER 0% of the first 10% of cumulative non compounded profit; then
0% of next 2%; then 20% of naxt 4%; then 40% of the next 5%; then 50% of the remainder,

'MITED PARTNERS First 10% of cumulative non compounded profit; then 80% of the next 2%
* cumulative non compounded profit; then 80% of the next 4%; then 60% of the next 5%; then
3% of the remainder.

EXAMPLE A

<ample of profit distribution at various profit levels:

Total General Limited
10% 0% 10.0%
12% 2% 11.8%
16% 1.0% 15.0%
21% .0% 18.0%
25% 5.0% 20.0%
35% 10.0% 25.0%

Distribution of Cash Avallable for Distribution

4.02. Annually cash avaitable for distribution, as determined by the General Pariner, wil
distributed to the Partners as follows:
(1) _First the Limiled Partners shall recaive annual cash distibutionl ot 1o axec.
of the initial capital contribution made by the Limited Partner. (See Exhibit A
altached hareto) .

(2  Nextthe General Partnier shell recaive payment for sesvices r;ot tn axce;d .5%591’
proparty purchase price,

(3) Al remaining cash available for distribution shall ba distributed to the Limited
Partnars.
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4.03, No General Pariner or Limited Partner has the right to recsive property other than
noney on the distribution of profits, No Partner may be compelled to accept the distribution of
any asset in kind from the Pertnarship in lsu of any distribution of money due that Psartner.

Prioritias Among Limited Partners

4.04. No Limited Partner shall be entitled to any priority of preference over any other
Jmited Pariner as to the distribution of cash avallable for distribution.

ARTICLE 5. MANAGEMENT OF PARTNERSHIP
AFFAIRS

Control and Managemant

3.01. The General Pariner has the sole and exclugive conbrol of the Limited Partnership,
ubject to any limitations expressiy set farth in this Agreemant, the General Partner has the
ower and authority to teke any actlon from time to time as it may deem lo be necessary,
ppropriate, or convenient in connection with the management and conduct of the buslness and
fairs of the Parinership, including without mitation, the power to do the fallowing:

(1) Acquire property, Including real or parsonal Property, for the use of the Partnership
1 the terms and conditions as the General Partner may, from time to ime, determine lo be
ivantagaous to the Partnership;

(2 Dispose of Partnership praperty, sfther in the ordinary course of the business of
e Parinership or, lrom time to time, when the General Partner deems the disposition to be in
8 bast interests of the Partnership;

{3 Financaths Parinership's ectivities by borrowing money from third partios on the
ms and under the conditions as the General Partner deems appropriate, Whan monay is

rrowed for Parinership purpeses, the General Partner Is authorized fo pledge, mortgage,
cumber, or grant a security interest in Partnership properties as securily for the repayment of

{4) Employ, retain, or otherwise secure the services of any personnel or firms deemed
tessary by the General Pariner for or (0 fachitate the conduct of Partnership business affairs,
an lhe tarms and for the consideration as tha General Partner deema advisable: and

(9 Teke any and ail other action pemilied by law that Is customary In or reasonably
ited to the conduct of the Partnership business or affairs, ;

Restrictions on Limited Partners

5.02, The Limited Partners do not have aither the obligation or the right to take part,
ictly or indirectly, In tha active management or control of fhe business of the Partnership,
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wcapt as otherwise permitied in this Agreement and except for the fallowing:

(1) Acling a8 a contractor for or an agent or employee of the Partnership or a Genaral
‘artner, or an officer, direciar, or sharsholder of a corporate General Partner.

(2 Consulting with and advieing a General Partner with regard to the business of the
'arnership.

(3 Acting as surety for tha Partnership or guaranteeing one or more specific debts of
18 Partnership.

(4) Approving or disapproving an amendment to this Agreement.
Standard of Came of General Pariner

5.03, The General Pariner must exercise ordingry business judgment in managing the
ffairs of the Partnership. Unless fraud, decel, or a wrongful taking is invoived, the General
‘artner Is not llable or abligated to the Limited Partners for any mistake of fact or judgment
1ade by the General Pariner In operating the business of the Partnership that resuits [n any loss
> the Parinership or its Pariners. The General Pariner does not, In any way, guarantes the
sturn of tha Limited Pariners' capital or a profit from the operations of the Partnarship. The
ieneral Partner lg not responsible io any Limited Partner bacause of a loss of that Pariner's
westment or a loss in operations, unless the loss has been occasioned by fraud, decslt, ora
rongful taking by the Ganeral Partnar,

Authority for Use of Nominoea

5.04. All Partners recognize thet practical difficulties ex!st in doing business as a Limitsd
artnership, occasioned by third partles saeking to determine the capaciy of the General
artner to act for and on behalf of the Partnership, or for other reasons. Therefors, the Limiled
artners specifically authoriza the General Partner to acquire all real and personal proparty,
range all financing, snter contracts, and complets all other arrangemenis needed to effectuats
1e purpose of this Partnership, sither in its own nemes orin the name of a nominsa, without
aving to disclose the exlstence of this Parinarship, if the General Pariner decides lo transact
1e Parinership business In his own name or in the name of & nomines, he shall plece a writlen
aclaration of trusi in the Partrership books and records that acknowledges the capacity In
fich the nominee acts and the name of the Partnership as tha true or equitabla owner.

Removal of General Partner

5.04. A General Partnar may be removed by the affirmative vote of 67% in Interest, not in
umber, of the Limited Parners who are not also General Pariners. Written natice of 8 General
ariner's remaval must be served on that Partner by cartified mail. The notice must set forth the
3y on which the removal Is to be effective, and that date shall not be tess than 30 days after the
arvice of notica on the Geaneral Partner. If there Is no other remalning General Pariner, and the
mited Partners fail to elect a new General Partner pursuant to Paragraph 2.04 of this
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e e et

greemant within 30 days after the ramaval becomes affeciive, the Partnarship will b dissolvad
ind its business wound up and terminatad, if tha removal of a Gensral Pariner does not cause
ne dissolution of the Parinership, the General Partner’s interest may be purchased pursuant to
‘aragraphs 8.04 or 8.05 of this Agreement. Otherwise, that removal will cause that Pariner's
tterest in the Parinarship to be converted to that of a Limited Partner, A former Ganeral Partner
those Intarest has been converted to that of a Limfited Partner has the sama rights and
bligations under this Agreement as any othar Limited Partnsr.

ARTICLE 8. BOOKE, RECORDS, AND ACCOUNTS
Partnership Accounting Practices

6.01t. (&) Tha Parinership books shall be kept on a cash basis. The Partnership
boaks
hall be closed and balanced et the end of each fiscal yesr of the Partnership. The General
tariner at his expense, will empioy accounting and tax professionals.

{b) The fiscal vear of the Partnership will be determined by the General
‘artner.

Maintenance of Records and Accounts
6.02. At all times, the General Partner must mainialn or cause to be malntained true and
toper books, racords, reparis, and accounts in which shall be entered fully and accurately alf
ansactions of the Partnership.
Required Racords

6.03. The General Pariner must maintain at the principal executive office of the
tartnership within Callfornia ali of the following records:

{7 A current iist of tha full nams and last known business or residence eddrass of

ach Partner, set forth In alphabelical order, logather with the contribution and tha share in
rofits and losses of each Partnar.

(2) A copy of the cedificate of Imited parinership and all certificates of amendment
. or the restated cartificate of imited parinership) , together with executed coples of any powers
f attoraey pursuant to which any carfificata has bean sxecuted.

{3 Copies of the Partnership's federal, state, and local iIncome tax or Information
slums and reporis, if any, for the six most recent taxable years,

(4 Coples of this Agreament and all amendments lo this Agreement.
(5 Financial statements of the Partnership for the six most recent fiscal years.
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(6 The Parinership's books and records for at least the curent end past three fiscal
ears.

Delivery of Recards {o Limitad Parinsrs

6.04. On the request of any Limited Partner, or his or her agent ar attomey, the General
'artner will promptly defiver to thet Partner, or to his or her agent or attormey, at the expense of
'@ Parinership, 8 copy of any of the following:

(1) The current iist of sach Pariner's name, address, contribution, and shara In profils
nd josses.

(2 The certificate of limited partnership, as amended, and any pawers of attorney
ursuant to which any certificate was axacuted,

{3 This Agreemant, as amended,
Accass tn Raconds by Limited Pariners

6.05. Each Limlled Partner and/or each Limited Pariner’s duly authorized representative,
tomey, ar atiorney-in-fact has the right, on reasonable request, to:

(1) Inspect and copy, during normal business hours, any Parinership records the
artnership Is required to malnialn, pursuant to Paragraph 6.02 of this Agreement.

(2 Obtain from the General Partner, promptiy after becoming avaliable, a copy of the
arinership's federal, state, and local income tax or information retums for each year.

Financlal Statements

6.08. The General Partner will furnish financial statements and reports as follows:

{1) The General Partner will lssue an annual report contalning a balance sheel as of
3 end of each fiscal year and an income statement and statement of changes in financial
sition for each fiscal year. The General Partnar will sand a copy of that annual report to each
winer not later than 120 days after the clase of each fiscal year,

{2 The General Partner will deliver or mall the following to the Limited Partners, within

days after recaipt of the writlen request of Limiled Partners representing at least 5 percent of
2 interests of all Limited Panners:
{8 Anincome statement of the Partnership for the Initial three-month,

six-month, or nine-month perlod of the current fiscal year that ends more than 30 days
before the date of the request.
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{b) A balance sheet of tha Parinership as of the and of the inliial three-month,
six-month, or nine manth pariod of ihe current fiscal year that ends more than 30 days
before the data of the requast,

(3 The General Pariner will accompany any of these financial statements with efthar
s report of an accountant engaged by the Partnership, or, if there {s no report of an
ccountant, the certificate of a General Pariner that the financlal statements were prepared
thout audit from the baoks and racords of the Partnership.

Amandmants $o Agreament

6.07. The Genaral Partner will promptly fumish any Limited Partnar who executed
awer of atlorney authorizing a General Partner to axecute an amendment to this Agreement
lth a copy of any amendment to this Agreement executed by 8 General Partner pursuant to
at power of atiomey. As used [n this Paragraph, the temm "promptly" means within 10 business
ays aftar the execution of the amendment. :

Income Tax Dala

8.08. The General Partner will send to each Partner, within 60 days after the end of each
xable year, such information as is necessary for them to complete their federal and state
come tax or information retums.

Pastnarship Tax or Information Retums

6.09. The Gensral Partner will send to each Partner a copy of the Parinership's federal,
ate, and local income tax or information retumns for aach taxable year within 60 days afler tha
ud of each taxable year.

Capital Accounts

8.10. An Individual capltal account must be msintained for sach Ganeral Partner and
niled Pariner. A capital account consists of a Partner's contribution io the initial capital of the
winership, any additional contribulions to the Partnership capitz! made by the Partner pursuant
this Agreement, and any amounts transferred to the capital account from that Parner’s
:ome account pursuant o this Agreement,

Income Accounta
6.11. An Individual income account will be malntained for each Pariner, At the clase of
ch accounting period, each Partner's share of the net profits or net lossss of the Partnership
| be credited or debited to, and that Partner's distributions received during each flecal year will

deducted from, that Partner’s Income account and any resulting balance or defici shall be
nsferred to or charged against that Pariner’s capital account,
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Banking

B.12. The General Pariner will opan and maintaln a separate bank account in the name
if the Parinership In which there shall be deposited all of the funds of the Parinership. No other
unds may be deposited In the account. Tha funds in that account must ba used solely for the
weinass of the Parinership, and all withdrawals from that account are to bs made only on
‘hecks signed by the General Partner,

ARTICLE 7. RIGHTS, POWERS, DUTIES, AND
RESTRICTIONS OF PARTNERS

General Partner Exclusive Right to Manage

7.01. The General Partner has full and exclusive charge and conirol of lhe management,
anduct, and operation of the Partnership In all malters and respects,

Devation of Time by Gene\rll Pariner

7.02. The General Partnar must devota his enlire care, attention, and business capacity
the affairs of the Partnership or such cars, attention, and business capacity to the affairs of
e Parinership as may be reasonably necaasary. In this connection, tha Pariners acknowledge
at any General Partner may be the'Manager or Ganeral Partner of other partnerships and may
wiinue to manage other partnerships, and may continue to angage in other related businesses
1ether or not compatitive with the business of the Partnarship.

Voting Rights of General Partnar

7.03. The General Partner hes rights in the management and conduct of the Partnership
1s/ness.

Restrictions on General Partnar

7.04. Excepl as otherwise exprassly provided in this Agraement, each General Partner is
bject to all the restriclions imposed on general pariner by tha California Revised Limited

rinership Act and the Califomnia Uniform Parinership Act and has all the rights and powaers
wnted to generel parinar under those statutes,

Salaries of General Partner !

7.06. The General Partner shell be paid a flat fea annually as outlined in paragraph
2.2

Voting Rights of Limitad Parinars

7.06. (&) Inaddition to any other valing rights grantad the Limited Partners under this
eement, the Limiled Partners have the right to vote on the following matiers:

Page 12037

FRA 000116

Exhibit6-12

1R-1>



Case 2:11-cv-08607-R-DTB Document 370 Filed 10/07/13 Page 71 of 86 Page ID #:7454

(1) The dissolution and winding Up of the Partnership, pursuant {o Paragraph
12,02; .

(2 The merger of the Parinership or the sale, exchange, leass, mortgaga,
pledge, or other transfer of, orgranting a security interasl In, afl or a substantial part of
the assets of the Parinership cther than in the ordinary coursa of ils busineas;

(3 The incumence of indebledness by the Parinership other than In the
ordinary course of lts business;

{4) Achangen tha naturs of the Partnership's business;

(5 Transactions In which the Genaral Partner has an aclual or potentfal
conflict of intarest either with tha Limied Pertners or the Partnership;

{8 The removel of a General Partner;

(7) An election to continue the business of the Partnership when a General
Pariner caasas to be a General Parinas,

(b) Al of the actions spacified in Subparagraph {8) of this Agrsament may ba
ken following the vote of 87% of tha Limited Pertners,

" {¢) The Limited Partners have the right io vola on the admission of an additional
aneral Pariner. Except as specifically provided in Paragraphs (d) and {e) ofthis
wragraph 7.08 or any other provision of this Agresment, the admission of an additional General
iiner may be-accomplished on the affimative vaie of §7% in Interest of the Limiled Pariners
provida for vote by greater than majorily in interest of limited partners.

(d The Limited Partners have lhe right to vote on an election to continua the
siness of the Parinership and the admission of cne or more General Parner after a Genesal
riner ceasas to be a General Partner undar Corporalions Code 15842 (), {d .or (D
d there is no remaining General Partner. These actions may only be teken on 87% Interests of
+ Limited Pariners,

(&) The Uimited Pariners have the right fo vote on any other malters ralated to
business of the Partnarship that are made Subject to the approval or disapproval of the
Nited Partners by this Agreement.
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Loans to the Pastnership

2artnership.

Transgction of Business With Partnership

7.08. Except as otherwise pravided in this Agreement, a Pastner may not transact other
1usiness with the Partnership,

Partners Euéaghg in Other Business

7.00. Except as otherwise provided In Paragraph 7.02 of this Agreament, any of the
‘artners may engage In or possess an interest in olter business ventures of every nature and
escription independently or with others, Naither the Partnership nor the Partners have any right

y virtue of this Agreement in and to any such independent ventures or to tha income or profits
erived from them.

ARTICLE 8. PARTNERSHIP MEETINGS
Call and Place of Meetings

8.01. (a) Meetings of the Parinars will ba held at the Principal Executive Offica of the
rtnership or at any placa selecied by the person or persons calling the mesting or specify
aca of meeting within or without Caltfornia at the call and pursuant to the writtan request of the
anersl Pariner, or of Umited Partnarg fepresenting mora than 67 parcent of the interests of
Tmited Pariners, for considaration of any of the matiers as lo which Limited Pariners are antitled
vate pursuant lo Paragraph 7.08 of this Agrasment.

(b In addition, the Partners may particlpate in a meeting through the uss of
nference telephones or similar communications equipment providing that all Partners

rticipating In the meeling can hear one another. Participation in this type of telephone meating
nslitutes presence In person at the meeting.

Notica of Mesting

8.02. Immadiately on receipt of a wrilten request stating that the Pariner or Partners
uest a mesting on a spacific date which date shail not be less than 10 nor more than 60 days
s the recelpt of the request by the General Partner, the General Partner must give natice to °
Partners entitied to vole, as determined In sccordance with Paragraph 13.01 of this
'eement. Valid notice may not be given less than 10 nor more than 80 days befare the date of
meeting; the notice must state (he placs, date, and hour of the mesting and the general
Jre of the business to be transacted, No business other than the business stated In the notice
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m

3f the meeting rmay be transacted at the maeting. Natice must be given by mall addressed to

sach Partner entitlad to vole at the meeting at the address for the Partner appearing on the
0cks of tha Parinership.
Quartm

8.03. At any duly held or called meeting of Partners, a majority in Interest or olhar
1ercentage of the Limited Partners represantsd In person or by proxy or in parson constitutes a
juorum. The Partnars present at a duly called or held meeiing at which a quorum Is present may
onfinue to transact businass unti| adjournment, notwithstanding the withdrawat of anough
*artners to leave less than & quorum, if any action taken, other than adjournment, is approved
¥ the requisiie parcentage of interests of Limiled Pariners.

Adjoumment of Meetings

8.04. A Partnership meeting at which a quorum Is present may be adjoumed to another
ma or place end any business that might have been lransacled at the original meating may be
ansacted at the adjoumned masting. If a quorum Is not present at an original meeting, that
lesting may be adjourned by the vote of a majority of the Interests represented efther In person
* by proxy. Notice of the adjoumed meeling need not be givan to Partners entitled o notice if
e time and plece of the adjcumed mesting are announced at the meeting at which the
joumment is tekan, unless (1) the adjoumment is for more than 45 daysor (2 aRerthe
Journment, a new record date is fixed for the adjourned masting, in which case notice of the
fjoumed maeting shall be given to each Partner of record entitied to vots at the adjourned
eeting.

Meetinge Not Duly Calted, Naticed, or Held

8.05. The transactions of any meeting of Partners, howaver cafled and noticad, and
wever held, shall ba as veild as though consummated at 8 meeting duly held after regular call
d nolica, if a quorum is present st that meeting, either in person or by proxy, and I, either
fare or after the meeting, each of the persons entifed to vote, not present in person or by
wy, signs elther a written walver of notice, a cansant to tha holding of the mesting, or an
proval of the minutes of the meeting.

Waiver of Notice

8.08, Attendance of a Pertner at a mesting corisiitules waiver of notlce, except when that
finer objects, at the beginning of the mesling, to the transaction-of any business on the
wnd that the meeting was not lawfuly called or convenad. Attendance at a meeting is not a
Iver of any right to object to the consideralion of matters required to ba dascribed In the notice
he mesting and not so Included, if the objection I8 exprassly made at the mesting. Any
tnar approval at a meeting ( other than unanimous approval by Limited Partners of en
clion to continue the business of tha Partnership after the retirement, death, or adjudication of

mpelence of a Ganeral Partner) Is valid only if the ganera| nature of the proposal is stated !
ny writlen walver of notice. }
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Consent o Action Without Mesting

8.07. Any action that may be taken at any mesting of the Partners may be taken without
1 meeting If a consent in writing, selting fosth the action so taken, Is signed by Partners having
10t lass than the minimum number of voles that would be necessary to authorize or take that
iction at & meeting at which af Partnera entitied to vote on the mattsr wers prasent and voted. [f
he Limied Partners ams requasied to consent to a maltar without a mesting, each Pestner shall
18 given notics of the matter to be voled on i the manner described in Paragraph 8.02, If any
seneral Periner, or Limited Pariners representing more than 10 percent of the interests of the
imited Pariners, requests a meeting for the purpose of discussing or voting on the matter so
oticad, natice of a meeting will be given pursuant to Paragraph 8.02 and no action may be
3ken until the mesting is held. Unless delayed by a request for and the conduct of a meeting,
ny action taken without a mesting is effective 15 days after the required minimum number of
oters have signed consents fo action without a meeting; howaver, the action is effeciive
nmedialely If aff General Partners and Limited Partners reprasanting &t least 80 percent of the
iterests of the Limiad Partners sign consents o the action without 8 maeting.

Proxias

8.08. (& Every Pariner untitiad to vote may authorize another parson or parsons to
act

¢ proxy with regard to that Parinar's intaras! In the Partnership.

(B Any proxy purporting to have been executed in accordancs with this
aragraph is presumptively valid,

(@ No Proxy is valid after the explration of 11 months fom the date of the
oxy unless atherwise provided in the proxy, Subject to Subparagraphs (0 end (@) ofthis
wegraph, every proxy continues in full force and effact until revoked by the person executing it.
\e dates conlained on the proxy farms presumptively delermine the order of exacution,
Jardless of the postmark dates on the envelopes in which thay are maied. )

(d A proxy Is not revoked by the death or incapacily of the person executing i,
less (except as provided in Subparagraph (9 of this Paragraph) , before the vote is
urited, written notice of tha death or incapacily of the maker Is received by the Perinarship.

(&) Revocation of a proxy Is effected by a writing delivered to the Partnership
ting that lhe proxy Is revoked or by a subsequent proxy executad by the Pariner who
aculed the original praxy or, as to any mesling, by the attandance and exercise of the right io
e at that meailing by the Partner who axecufed the proxy.

(D A proxy that states that it is Imevocable Is imevocable for the parlod specified
he proxy when It Is held by any credilor or creditors of tha Partnarship or the Partnar who
ended or continued credlt io tha Partnership or the Partnier in considaration of the praxy if the
xy states that it was given In consideration of that credit and also staies the name of tha
son extending or conlinuing credit. In addiiion, a proxy mey be mads Irevacabls
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(notwithstanding Subparagraph (d) of this Paragraph) If itis given to secure the

serfarmanca of & duty or to protect a title, sither lagal or aquitable, until the happening of events
het, by its terms, discharge the obiigations securad by it.

(g Notwithstanding the pariod of imavocability specified in the proxy as

wovided In Subparagraph (# of this Paragraph, the proxy bacomes revocable when the debt
f the Partnership or Partner is pald.

(k) A praxy may ba revoked, notwithstanding & provision making it-irrevocablg,
y the aseignment of the Interest in the Partnership of the Partner who exacuted tha proxy to an
£signea without knowledge of the exislence of the proxy and the admission of that assignee to
1@ Partnership as a Partner.

() The General Pariner may, in advance of any Parinership mesting, preacriba

dditional regulations cancerning the manner of exscution and fiing of proxles and their
alidation.

ARTICLE 9. TRANSFER OF PARTNERSHIP INTERESTS
Condltions for Tranafar

2.01. A Limited Partner may sall, assign, transfer, encumber, or otherwise dispose of an
lerest in the Partnership subject to the provisions of this Arlicle 0.

Parmitted Transfers

9.02. (&) Ife Limited Partner raceives a bone fide offer for the purchese of all or &
rtof that Limited Pariner's interast in the Parinership, thet Limitad Partner must ejther refuss
it ofier or give the General Partner, who will Inmediately notify all other limited pariners by
iiten notice setting out full detalls of that offar. The notice must specily, emong ather things,
1 nama of the affer or, the percentage of Interast In the Partnership covered by the offer, the
ms of paymaent, whether for cash or credit and, if on credft, tha lime and interest rate, as well

all other consideration being received or pald in connection with the proposed transaction,
d all other termas, conditions, and datalls of the offar,

() On recaipt of the notice with regard ta that offer, the General Partner shail

/a tha exclusive right and oplion, exerclsable at any time during a period of 30 days from the
e of the notice, to purchase the intereat in the Partnership covered by the offer In question at
same price and on the same terms and conditions of the offer ag set out In the notice, If the
nera Partner decides to exerclse the opiion, they must give written notice to that effect to the
tited Partner deslring to sell, and the sale and purchasa must be consummatad within 30
s, If the General Pariner does not elect to exsrcise its option or waive their rights In writing,
salling Limited Partner must be so notified In writing and, subject to any prohibitions or
frictions on fransfer imposed by ths General Partner for purposes of complianca with
dicable securities law, is free to sell the Interast in the Parinership covered by the offer, If the
s I8 consummated within 80 days, or ihe interest ance agein becomes subjact ta tha
riclions of this Article. The sals, If permitted, must be made strictly on the terms and
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;onditions and to the person describad In the required nofice,

(¢) Ifthe General Partner fails to purchase all of the portion of the selling
imited Pariner's interest in the Partnership spacifiad In the notice to them provided In this
‘aragraph, the remalning Limited Pariners sha! have an additionai 30 days to sarve on the
ieneral Partner nolice in writing of that Partner's intantion to purchase on the temns and
onditions set forth in the selling Pariner's notice that portion of the salling Partner's interast ag
18 offering Pariner’s interes! in the profits or capital of the Partnership bears o the total Interest .
fall profits or caplital of the Parinership. Provided, howeveyr, if any Limited Partner falis ta
urchaee a proportionate share of the interest affered by the selling Partner, notice of that fact
nall be given to each Limited Partner by the General Partner, and the intersst may ba
urchased by any one or more of the ather Limited Partners,

(d) Any assignment made to anyone, not already a Partner, is effactive only to
ve the assignee the right to receiva distributions, and allocations of Income, gain, loss,
sduction, credk, or similar itema to which the asaignor would otherwlse ba entitled, does not
{lave the assignor from liability undsr any agraement to maks additional contributions to
ipiter; does not relleve the assignor from fabillly under the provisions of this Agreement; and
183 not give the assignes the right to become a substitutad Limitad Partner. Nelther the
eneral Partnar nor the Partnership are required to determine the tax consaquences fo a
mited Partnar or his ar her assignee, arising from the essignment of a Limited Partnership
lerest. The Partnership will continue with the same basla and capltal account for the assignea
twas atirdbutable to the former owner who assigned the Limited Parinership Interast. The
utnership intarest of the General Partner cannot ba voluntarly assigned or transfsrred except
wsuant to Paragraph 8.04 or when the transfer occurs by operation of taw,

Death, Bankruptcy, or Incompetence of Limited Partner

8.03. If any Limited Pariner dies or Is adjudged incompetent or bankrupt by any cournt of
mpetent jurisdiction, the remaining General and Limited Pasiners hava an option to purchase
3 Partnership interest of that Limited Partner by paying to the parson lagally entitied 1o that
erest, within 90 days aler the date of death or the adjudication of Incompatency or
nkruptcy, the fak market value of that Pertnership Interest. This 60-day period may be
tended to 30 days after a MA! appralsal is recefved pravided the appralsar Is contracted for
hin 30 days. Each remeining General and Limitad Partner has the right to purchase that
iporiicnate part of the deceased, Incompstent, or bankrupt Limited Partner's intarast in the
rinership as the ramaining Pariner's interest in the profits of the Parinership bears ta the tota]
srest of all profits the Parinership. Provided, howaver, If any ramaining General or Umhed
riner falls to purchase a proportionate share of the interest offerad by the selling Parsiner,
kee of that fact must be given to each General and Limitad Partner, and it may ba purchased
any one or more of the remaining General or Limited Partners.

Sale b New Generaf Parinar

9.04. When any General Pariner ceases to be a General Partner, pursuant to
porations Code Section 15642, the Interest of the withdrawing General Pariner may be
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purchased by a new General Partrier during the option pesiod set forth in Paragraph 8.04, on
admission of the new Partner to the Parinership and on paymant of the value of that Interast
determined as provided In P_aragraph 9.06.

Dutles of Remalning Purchasing General Pariner

8.05, On the purchase and sale of 8 Withdrawing General Partner’s interest, the new
3eneral Partner will assume all obligations of the Partnership and shail hold the withdrawing
3eneral Partner, tha parsonal representative and estale of the withdrawing General Partner, and
he property of the withdrawing Genaral Pariner free and harmiess from aif Ikability for those
1bligations. Further, the remalning General Partnars, at thelr own axpanss, must immediately
wmend the Certificate of Limited Partnership as required by the Calffornla Revised Limited
*artnership Act, and cause o ba prepared, executsd, acknowladged, filed, served, and
wblished all other notices required by law to prolect the withdrawing General Pariner or the

wrsonal representative and estale of tha wilhdrawing General Partnar from &l iinbliity for the
Jlure obligations of the Partnership business,

Sale of Partnership by General Partner

.08, At any time during the term of the Partnership, the Genaral Pariner may seil the
1al estate holdings of the partnership without further approval of the limited partners if such sale
it result in & 20 percent non-compoundad annual retum to the Limited Partnars. Any sala not
eeting this amount must be appraved by at least 50% of the Limited Partnars,

Distribution Upon Sals

8.07. Net proceeds from the safe shall be disiributed (=) firet to the Limied Pariners as
1ecified in Exhiblt A ettached hereto (b) the balance of the distributions will be distributad
1% to the Limited Partners and 50% to the Generzal Pariner as more fully spaciled in Exhibit A.

ARTICLE 10. LIABILITIES OF PARTNERS
Llability of General Partner
10.01. Except as otherwise provided In this Agreemant, the llabllity of the Genarat

#iner arising from the canduct of the business affalrs or operations of the Partnership or for
1 debts of the Parinarship Is unrestricted,

Liabiity of Limited Pariners

10.02. The ilability of the Limitad Partners Is restricted and Imited to the amount of the
val caplital contributions that each Limited Pariner makes or agrees lo make o the
tnership.
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ARTICLE 11. PROHIBITED TRANSACTIONS
Specified Acts
11.01, During the ima of the organization or continuance of this Partnarship, neither. the

seneral nor Limited Partners may take, and the Partners specifically promise not to do, any of
‘e foliowing actlons:

)

(1) Use the name of the Parinership (or any substantially similar name) or any
ademark or trade name adopted by the Partnership, sxcept in the ordinary course of the
‘artnership business.

(2 Disclose o any nan-partner any of the Partnesship business practices, trade
zcrels, or any other information not generally known {o the business community.

(3 Do any ather act or deed with the Intentlon of harming the business operations of
e Partnership.

(4) Do eny act contrary to this Agreament, except with the prior express writlen
sproval of all Partners.

(8 Do any act that would make It impossible to carry on the intended or ordinary
isiness of the Partnership.
(6 Confess a judgment against the Partnership.
(7) Abandon or transfer or dispose of Parinership proparty, real or personal,
(8 Admit another person or antity as a banatal or Limied Partner,
Use all Parinership Assats

11.02, The Ganeral Partner may not use, and specifically promises not 1o use, directly or
Kractly, the assets of this Partnership for any purposa other than conducting the business of
) Partnership, for the full and exclusiva benefit of all s Pariners,

ARTICLE 12, DISSOLUTION OF THE PARTNERSHIP
Dissalution end Winding Up
12.01. The Partnership will be dissolved, and its affairs wiil be wound up on the

Jration of the termn provided for the existence of tha Partnership In Paragraph 1.05 or on the

wrrence of any of the events specified in Peragraphs 12.02 through 12.05, whichever is the
i to accur.
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Dissolution Upon Consent

12.02. The Partnershlp will be dissolvad on any dale speclfled in a consent to dissolution

signed by 67 percent of the General Partners and by a majority in interest or specify number or
sercentage In interest of the Limited Pariners.

Dissolution Upen Loss of a General Parner

12.03. The Partnership will dissolve and its affalrs will be wound up if a General Pariner
ceases lo be a General Pasiner,

Dissolution Upon Sale or Disposition of Assets

12.04. The Partnership will be dissalved and lts affalrs wound up when |is assats are

old or otherwise disposed of end the only property of the Partnership conslsts of cash aveilable
ar distribution to the Pariners,

Dissclution Upon Judicial Decree

12.05, The Parinership will be dissolved and lis affairs wound up when required bya
ecree of [udiclal dissolution entered under Saction 15682 of the California Comporations Code.

Responsibility for Winding Up

12.06. (&) On dissolution of the Pertnership, the affairs of the Partnership will be
ound up by General Padrier, :

(b if no General Partner is available to wind up the affairs of the Parinership,
one or more Limited Partners may wind up the affairs of the Partnership,

(6 Ifa Limited Partner is aulhorized to wind up the affairs of the Partnership,
& Certificate of Limitad Partnership must be amended to add the name and the business,
sidence, or maliing address of each Limited Pariner winding up the Parinership's affalrs. Any
vited Partner winding up the Partnership's affairs may not be subject fo llabllity as a General
irtner basad on this amendment. Any remalning General Partners not winding up the
itnership's affairs need not execute the Cartificate of Amendment.

(d) If one or more Limlted Partners wind up the affairs of the Partnership, those
nited Pariners are entitled to reasonable compensatian,

Liguidation and Distribution
12.07. The person or persons responsible for winding up the affairs of the Parinership
‘suant to Paragraph 12.08 will take full account of the Partnership assets and ifebllites,

lideiing the assels of the Partnership as promplly as Is consistent with obtalning the falr value
hose assets, and applying and distributing the proceeds in the following order:
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(1) To creditors of the Partnership, Including Partners who are credilors o the sxtent
pemmitied by law, in satisfaction of liablifties of the Partnership other than liabilittes for any of the
following:

{e) Distributions owing to Pariners before thelr withdrawal from the Partnarship
and before the dissolution and winding up of the Parinership.

(b Distributions owlng to Partnars on their withdrawal from the Parinership.

‘artnership and bafore dissolution and winding up of the Partnershlp and on their withdrawal
'om the Partnership.

(3 Tothe Partnersin accordance with the provisions set forth in this Agreement for
e distribution of the assels of the Partnership.

Filing Certificate of Dissolution

12.08. On dissolution of the Partnership, 67 percant of the interests of Limited Partners
1prasenting a maority in Interest of tha P » Must execute and file in the office of the
ecrelary of State a certificate of diasolution,

Cancellation of Certificata of Limited Partnership

12.09. On completion of the winding up of the Partnershlp's affairs, 67 percent of the
2neral Partners must execule and file in the office of tha Secretary of Slate a cartificate of

ARTICLE 13, RECORD DATES
Setting Record Date for Maelings
13.01. The record date for determining the Partners entitled lo notice of meetings, the
't o vote at any meeting, or the right to take any other lawful action with regard lo a meeting
the conduct of a vote by the Pariners will be the date set by the General Partners or Umited
riners representing mare than 67 percent of the Limited Partners’ Interesis or both; however

t date may not be more than 80 nor less than 10 days befare the date of the mesting nor
re than 60 days befare any other action,
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Setilng Record Date for Distributions

13.02. The record dals for determining the Pariners entiiled to any distribution or the right

o take any other lawful action will be 10 days befors that date; however thst date may not be
nore than 60 days hefore any such action.

Automatic Record Date

13.03. In the absence of any action setting a record date the record date will be
letarminad as follows:

(1) Therecord date for determining the Partners entitiad to nofice of, or to vole at,
1eetings will be at the close of business on the business day preceding the day on which notice

1 given, or, If notica is walved, at the close of business on business day preceding the day on
thich meeting Is held.

(D Therecord date for determining Partners entitled to giva consent to Partnership
stion in writing without 8 meetling Is the day on which the first written consent is given.

(3) Therecord date for determining Partners for any other purposa is at the close of
ssiness on the day on which the Genera! Partnars adopt the racord date or the B0 day before
e date of action relating to that other puipose, whichever is later.

(4) The record date for adjourned meetings is the record date set in determining the
irtners entltled to notice of, or to vola at, the original meeling; howaever, the Partners who
dled that meeting may fix a new record date for the adjoumed meeling and must fix & new

=ord date if the mesting Is adjourned for more than 45 days from the date set for the original
3aling.

ARTICLE 14, MISCELLANEOUS PROVISIONS
Entire Agreement

14,01. This Agreement contains the entire undarstanding among the Pariners and
»ersedes any prior written or argl agreements betwesn tham regarding the subject matter
itained in this Agreement. There are no reprasentations, agresments, arrangements, or
lerstandings, oral or writien, between and among the Partners relating to the subject malter
his Agreement that are not fully expressed in this Agreament.

Amendments

14.02. (&} Subjectto Subparagraph {b) of this Paragraph 14.02, the pravisions of
Agreement may be amended by 67 parcant of the vots of 3 maority in Interest of the Limitad
Iners. Any amendment of this Agresment must be in writing, dated, and executed by ail
ners. If any confiict arises between the Provisions of any amendment and the original

L S e —
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Agreemant as previously amended, the most recent pravisions control.

(b} The provisions of this Agraement governing the right of the Limited
Partners {o vols on the admission of a Genergl Partner when thers is a remalning or surviving
General Pariner, and ihe fight of the Limfted Pariners to vote on the admission of a General
Partner or an election to continue the business of the Partnership after & General Partner
>eases [ be a General Partner other than by removel and there Is no remaining or surviving
Seneral Partner, may not be amanded,

Attomaeys’ Feas

14.03. if any action atlaw orin equity, Including an actlon far declaratory or injunctive
elief, Is brought {o enforca or inlerpret the provisions of this Agreement, the prevalling party is
wntitled to reasonable altomeys' feas,

Govemning Law

14.04. All questions with regard to the construction of this Agreement and the rights and
abilities of the parties will be governed by the laws of the State of California,

Noticas

14.05, All notices must be in writing and sent by first class United States mall. All notices
1 the Partners must be sent to them at the addresses shown for them in the records of the
artnership. Ali nolices la the Partnership must be sent to it at its principal executive offica in

alfomia, Notices will be deemed to have been dalivered when deposited In the United Stales
alis.

Successors

14.08. Subject to the restrictions Bgeinst assignment of imiled perinership Interesis
ntained in this Agreement, this Agreement inures to the benefit of and is binding on the

signs, successors in interast, personal representalives, eslales, helrs, and legaleas of each of
2 parties,

Severability

14.07. if any provisions of this Agreement are daclared by a court of competent

isdiclion lo be lnvalid, void, or unenforceable, the remaining provisions continue in full force
d effect.

Execution by Spouses
14.08. This Agreement is exacutad by the Partners and by the Spousas of Pariners whan
S8 spouses are not themselves Pariners. The signatura of a spouse who is not a Partner may

be construed as making that Spause a Pariner or as imposing on that spouse any
ponsibility for any Partnership obfigation but meraly as recording that spouse's consent lo the
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execution by his or her Spouse of this Agreement and to all of its tems and conditions to the
extent that community property interests, if any, may be invoived.

Election of Adjusted Basis

14.08. In the event of a fransfar of al| or part of the Interast of a Limited Pariner, the
3eneral Partners may elact, on behalf of the Partnership, lo adjust the basis of (he Partnarship

Counterparts
14.10. This Agreement may be executed In severai counderparis and all counterparts so
xecuted constituta ane agreement that is binding on ail of the parties, notwithstanding that all of
18 parties are not signalory fo the original or the same counterpart.
Headings

14.11. The headings preceding the paragraphs of this Agreement ara for convenience of

ference only, are nota part of this Agreement, and are to be disregerded In the intsrpretation
any porion of this Agreement.

Other Instrumants

14.12, The parifes to this Agresment covenant and agree that they shall execute all other

itruments and documents that are or may become necassary or convenient to effactuate and
1y out the Partnership created by this Agreement,
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Exacuted on this day of

. 2004, at

California.
GENERAL PARTNER

Copeland Realty, inc,
Donald E. Copeland, President

JIMITED PARTNERS

Jorothy Ziflch

V.W. Eure

illian Franklin

lelvyn Ross

seph Doten

1arles Schwab FBO fanet Thde

:a| Bricker

odra Hayes
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ixecuted on this day of , 2004, 8t
alifomia, '

JENERAL PARTNER

‘opeland Realty, Inc.
lonald E. Copeland, President

IMITED PARTNERS

met Thde

llien Franklin

seph Dotan

srothy Zi '
”Z‘;’i’ A Kw,ﬂ» >

elvin Ross

1) Bricker

ayland Eure

ice Roth
I

1dra Hayes

sjorie Hatfield
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Ixeculed on this day of
“aliform » 2004, at, .
sENERAL PARTNER
‘apeland Realty, Inc.
lonald E. Copeland, President
IVMOTED PARTNERS
net Thde
seph Dotan
srothy Ziilch
elvin Ross
et Brucl.
sBricker *
A
ayland Eure
ice Roth
adra Hayes ) %
ujorie Hatfield
Poge 24 o 24
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