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L
INTRODUCTION

On August 19, 2013, non-party, Tri Tool Inc., a Nevada corporation (hereafter “Tri Tool”)
sought relief from this court’s permanent injunction. Tri Tool did so to pursue claims against some
of the receivership entities, in Sacramento Superior Court, Case No. 34-2009-00054045 (hereafter
“State Court Action”). These receivership entities are Copeland Properties Three, a California
Limited Partnership (hereafter “CP3"), Copeland Properties 18, a California limited partnership
(hereafter “CP18"), formerly Copeland Properties 14 (hereafter “CP14”), and CP3, CP14 and CP18's
common general partner, Copeland Wealth Management, a Real Estate Corporation, a California
corporation, previously named Copeland Realty, Inc., (hereafter “CWMRE”). Tri Tool hereafter
refersto CP3, CP14,CP18, and CWMRE collectively as the “Receivership Entities.” Tri Tool filed
its State Court Action July 27, 2009, seeking to recover payment due Tri Tool on a CP3 promissory
note for $200,000.00 (hereafter “Note”), and interest, attorney fees and costs (hereafter the “Debt”).

The Copelands formed CP3, on February 23, 2004, as a single purpose entity. Its purpose
was to own 3041 Sunrise Boulevard, Rancho Cordova, Sacramento County, California 95742-6502
(hereafter “Rancho Cordova Property”). The Debt arose out of CP3's sale to Tri Tool of the Rancho
Cordova Property, for $9,700,000.00. The Note was due April 5, 2009, bearing interest after that
at 10% per annum. The State Trial Court has entered an order summarily adjudicating CP3's and
the Note’s guarantors, Charles P. Copeland (hereafter “C. Copeland”) and Donald E. Copeland
(hereafter “D. Copeland”) liable for the Note’s payment (hereafter collectively “Copelands” or
“Guarantors™).' C. Copeland and D. Copeland have filed bankruptcy.

In the fall, C. Copeland, directing the affairs of CWMRE, formulated a plan to transfer
substantially all the assets of CP3 to CP18, with no consideration to CP3. That plan included CP3
obtaining a loan from Pacific Western Bank (hereafter “PW Bank”) for $1,800,000.00. CP3 would
transfer the PW Bank Loan proceeds to CP14, which CP14 would use to purchase real property in

'"The State Court has yet to reduce this order to judgment. This court’s injunction
effectively blocks the State Court from doing so.
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North Carolina, called The Garden Ridge Property (hereafter “Garden Ridge Property”).
Subsequently, when CP3 closed escrow on the sale of its real property to Tri Tool, CP3 would use
the sale proceeds to pay off the PW Bank Loan. CP3 would cancel the debt owed it by CP14/CP18,
giving the CP3 limited partners, in exchange for equity in CP14/CP18 in like amount. CWMRE got
a $700,000.00 promotional interest.

On April 4, 2011, Tri Tool amended its complaint, suing CP3's Limited Partners, and Does
One through Twenty Five. Therein, Tri Tool alleges claims arising under California’s Uniform
Fraudulent Transfer Act. Tri Tool alleges the Doe Defendants are responsible, in some manner, for
the occurrences Plaintiff alleges, and that the Doe Defendants’ acts proximately caused those
damages. Tri Tool’s state court claim (hereafter “State Court Claim”) against the Receivership
Entities arises out of the Receivership Entities’, as Doe Defendants, transferring CP3's funds to
CP18, and by that avoiding the Debt’s payment. Notwithstanding, Tri Tool hereby respectfully
objects to this Court’s adjudication of rights with a jury trial as proscribed by the 7* Amendment to
the Constitution, or at minimum a full plenary hearing with witnesses subject to cross-examination.

IL.
FACTUAL BACKGROUND

A. THE TRANSFERS

On July 7, 2004, CP3 purchased the Rancho Cordova Property. [Dec. of Rollie Peterson,
dated June 19, 2013, 5 (hereafter “RP Dec.”)], its sole tenant was the United States Internal
Revenue Service (hereafter “IRS™) [RP Dec. 4]. Shortly after CP3 purchased the Rancho Cordova
Property, on November 4, 2004, the IRS exercised an option in its lease to quit. The IRS surrendered
the premises to CP3 in May 2005. [RP Dec. §8]. Although CP3, after that, found a tenant for part
of the space, it could not rent all of it, so CP3 decided to sell. The Copelands wrote to the limited

partners and had meetings about their investment in CP3 when the Rancho Cordova Property sold.

’The Garden Ridge Property purchase was subject to a loan, which CP14 was to assume.
Because CP14 held title to property for the Tabor Trust, the lender would not agree to the sellers’
assignment of the loan to CP14. C. Copeland then formed CP18, with CWMRE (then CRI) as its
general partner, and by year’s end merged CP14 and CP18.

P&AOOWERO1L. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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[RP Dec. 48]. By the spring of 2006, it was in escrow for the second time. [RP Dec. 8].

On April 4, 2006, the Copelands formed CP14 to facilitate an 26 U.S.C. § 1031 tax deferred
exchange. It did so for one of C. Copeland’s clients, the Taber Family Trust. [RP Dec. 99].
CWMRE (then known as CRI) was its general partner.

On about August 25,2006, CWMRE (then known as CRI) contracted to purchase the Garden
Ridge Property. [RP Dec. 10]. CWMRE was both CP3's and CP14's General Partner. With due
diligence and extensions, the Garden Ridge Property purchase contract called for closure by the end
of February 2007. [RP Dec. §10].

Tri Tool contracted with CP3, on November 1, 2006, to buy the Rancho Cordova Property,
putting $100,000.00 in escrow. [Declaration of Frank Wernette (hereafter “FW Dec.”), 43]. The
closing was to be December 15, 2006, with two 60 day extensions, at $100,000.00 per extension, or
mid-February 2007. Shortly after CP3 contracted to buy the Rancho Cordova Property, CWMRE
assigned its contract to purchase the Garden Ridge Property to CP14. C. Copeland then set in
motion a plan to transfer the equity interests of the limited partners of CP3 to CP14, which would
own the Garden Ridge Property.

During due diligence, Tri Tool discovered, among other things, that existence of the
unrecorded easement. Before escrow closed, Tri Tool learned that an adjacent property owner
claimed an unrecorded right of way easement (hereafter “Purported Easement”) over the Rancho
Cordova Property. [FW Dec. §3]. CP3, from time-to-time, does defense contracting work. Security
of its facilities is a very important issue to Tri Tool, including limiting access over its properties.
[FW Dec. §6]. Notwithstanding, Tri Tool agreed to close escrow subject to the Purported Easement,
giving CP3 two years to obtain its release. [FW Dec. §6]. As a condition to closing, subject to the
Purported Easement, CP3 promised to pay Tri Tool $200,000.00 if, within twenty-four (24) months
from escrow's close, CP3 did not remove the Purported Easement. [FW Dec. §7]. To evidence this
obligation, CP3 gave to Tri Tool a promissory note called “Straight Note” (hereafter “Note”). D.
Copeland signed the Note as “General Partner” of CP3. [FW Dec. §7]. The Note provides for
interest at 10% per annum, accruing from the Note's due date. The Note further provides for attorney

fees, and costs incurred in its collection. [FW Dec. §7]. Payment of the Note was to compensate Tri
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Tool for its having to undertake removal of the Purported Easement, if CP3 did not timely
accomplish its removal. [FW Dec. §7]. On January 4, 2007, Tri Tool and CP3 amended the
agreement and Tri Tool deposited another $100,000.00 in escrow. The parties further amended their
agreement and on February 5, 2007, Tri Tool deposited another $100,000.00 in escrow. The escrow
officer, on February 7, 2007, then released to CP3 the three deposits totaling $300,000.00. [FW Dec.
3]
By February 7, 2007, Tri Tool’s purchase of the Rancho Cordova Property from CP3 was a
relative certainty. [FW Dec. 4]. By this time, Tri Tool had released to CP3 $300,000.00, and had
a firm loan commitment to close escrow. [FW Dec. §4]. However, it became apparent that the
Rancho Cordova Property closing would not happen before the Garden Ridge Property closing.
Consequently, on February 12, 2007, CP3 borrowed from PW Bank, found in Palm Springs,
$1,800,000.00 (hereafter “Loan”). [RP Dec. §11]. C. Copeland told PW Bank the Loan’s purpose
was for CP3 to buy the Garden Ridge Property in Greensboro, North Carolina. [RP Dec. §17]. C.
Copeland told PW Bank CP3 was in contract with Tri Tool to sell Tri Tool the Rancho Cordova
Property. PW Bank’s officer testified PW Bank understood this sale to be Loan’s source of
repayment. PW Bank, on February 20, 2007, issued to CP3 its cashier’s check for $1,795,000.00.
[RP Dec. q15]. C. Copeland deposited this money in CP3's Centennial Bank checking account. [RP
Dec. §15]. He then transferred these funds to CP14's Centennial Bank checking account. C.
Copeland then transferred that money to an escrow account in Greensboro, North Carolina to fund
the purchase of the Garden Ridge Property. He did so on March 1, 2007, in CP18's name, not CP3's
name.’ [RP Dec. 18 and §19]. The books of CP3 and CP14/CP18 characterized the transaction as
a loan from CP3 to CP14/CP18. The Garden Ridge Property’s seller, Wendover Greensboro, Ltd.,
carried back a note from CP18 for $330,000.00 (hereafter “Wendover Note™). [RP Dec. §23].

Tri Tool closed escrow on the Rancho Cordova Property on April 6, 2007. From escrow,

CP3 paid off the PW Bank Loan of $1,800,000.00, with accrued interest, of $24,375.00. [RP Dec.

*C. Copeland could not close the Garden purchase in CP 14's name, as it still held title to
Tabor Trust Assets, and the Lender for the CP18.

P&AOIWERO1L. 1L.02a Tri Tool’s P&A’s Re: Statue of Limitations
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124]. Escrow wired the balance of the sales proceeds to CP3's account for $680,924.59. [RP Dec.
125]. On April 27, 2007, CP3 paid CP18's Wendover Note for $333,544.11. [RP Dec. §25]. CRI
and C. Copeland distributed $230,000.00 cash to one of CP3's partners. As to the others, C.

Copeland debited their CP3 partnership capital accounts, as of April 6, 2007. He did this writing

off the $1,795,000.00 loan CP18 owed CP3, on April 6, 2007. [RP Dec. 26]. On July 23, 2007,
C. Copeland closed CP3's Centennial Bank checking account. [RP Dec. 27]. He dissolved CP3 as
of December 31, 2007, with the Note outstanding. [RP Dec. §27]. This thus left CP3 with no assets
to pay the Note, when it came due.

B. STATE COURT CLAIM

CP3 did not perform the condition to remove the Easement within twenty-four (24) months
of escrow's close. [FW Dec. §7]. It then breached its promise to pay Tri Tool $200,000.00. [FW
Dec. 8]. On July 27, 2009, Plaintiff filed the State Court Action. [RP Dec. §30]. Tri Tool sued CP3,
and the Guarantors for nonpayment. CP3 and the Copelands answered, denying liability. [RP Dec.
731]. They asserted the affirmative defenses of unclean hands, waiver and release, estoppel and
breach of the covenant of good faith and fair dealing. [RP Dec. §31]. Their responses to
interrogatories grounded these affirmative defenses on their allegation that Tri Tool interfered with
CP3’s ability to remove the easement. [RP Dec. §31]. On November 24, 2010, the Superior Court
entered an order sustaining Tri Tool’s motion for summary adjudication against CP3, D. Copeland
and C. Copeland. Tri Tool has not yet reduced the order to judgment. [RP Dec. §32].

C. DISCOVERY

In discovery, on January 10, 2010, Tri Tool learned that C. Copeland dissolved CP3, shortly
after close of the Tri Tool/CP3 escrow. [RP Dec. §33]. C. Copeland, in response to the question:
“Were funds then distributed to the investors from the sale of the building?” C. Copeland responded
“Yes”. C. Copeland carefully avoided stating that he did not distribute the funds from the sale to the
investors, but instead he transferred their CP3 limited partnership interests to CP14. [RP Dec. §33].

As a consequence of C. Copeland’s misleading testimony, on October 28, 2010, Tri Tool
propounded discovery to learn whom the limited partners were. This included serving by mail

requests for documents, including all documents that identify CP3's limited partners, all documents
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showing each limited partner’s involvement in CP3 and all documents reflecting the balances of
capital accounts. [RP Dec. §33]. The discovery was due December 1, 2010, and the Defendants did
not respond. [RP Dec. §33]. After meet and confer, Tri Tool filed motions to compel on December
15,2010. OnJanuary 10,2011, the court granted Tri Tool’s motions, ordering responses by no later
than January 20,2011. C. Copeland, D. Copeland and CP3 failed to comply with the court’s January
10, 2011 orders. On February 10 and 11, 2011, Tri Tool served subpoenas on C. Copeland and D.
Copeland for the same documents the court ordered produced. They responded by mail, objecting
to production, Tri Tool receiving their objections on March 8, 2011. Though meet and confer,
Defendants finally agreed to comply and, under cover letter dated Friday, March 18, 2011,
Defendants mailed to Tri Tool the CP3 limited partners’ K-1's, which Plaintiff received March 24,
2011. [RP Dec. 433, 134]. The form K-1's revealed the identity of the limited partners of CP3
(hereafter “Limited Partners”) that beginning on April 6, 2007, CP3 made distributions to the limited
partners, in the amounts of their original investments. The 2007 K-1’s reflected withdrawals and
distributions to the Limited Partners 0of $1,935,000.00. This was their entire investment in CP3. [RP
Dec. 34]. The K-1's did not show that the distributions to the CP3 limited partners represented a
transfer of their CP3 limited partnership interest into another partnership, instead of a return of the
cash they invested. In other words, Defendants purposefully delayed Plaintiff’s discovery and C.
Copeland was deceitful in his response to questions. [RP Dec. §35].

On March 30, 2011, Plaintiff sought and obtained from the Sacramento Superior Court an
order shortening time to file the second amended complaint, which it filed, April 4, 2011. The
second amended complaint named the CP3 limited partners, and Doe Defendants, and added, among
other things, causes of action under the UFTA, Civ. Code, § 3439 et seq.

During the late spring and early summer, Tri Tool caused the complaint to be served on the
CP3 limited partners. In August of 2011, attorney for some CP3 limited partners, Robert Ziprick,
called and wrote to Tri Tool’s attorney, asking for extensions to respond. He stated that a property
was in escrow, which Tri Tool now believes to be the North Carolina property. He stated that from
the sales proceeds, the Defendants could pay Tri Tool the amounts due on the note, interest and

attorney fees. Tri Tool stopped its litigation and waited, the wait ending with the filing of this

P&AOOWERO1L. L0O2a Tri Tool’s P&A’s Re: Statue of Limitations
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receivership on October 25, 2011. [RP Dec. §34].

In mid-June 2012, Peterson requested discovery from the Receiver of CP3's files. The
Receiver refused. It was not until January 18, 2013 did the Receiver allow Tri Tool access. On
January 18, 2013, the Receiver allowed Attorneys Peterson and Ziprick to review and mark for
copying some of CP3, CP14, and CP18's files.* These files, revealed that on February 20,2007, CP3
borrowed $1,800,000.00 from Western Pacific Bank, Palm Springs’ Office. On February 28, 2007,
CP3 transferred the money to CP14, to close the purchase of the Garden Ridge Property, in
Greensboro, North Carolina. [RP Dec. |15 and §16].

Peterson then subpoenaed PW Bank’s CP3 loan file, and took the deposition of PW Bank’s
loan officer, Tracy Stockman. [RP Dec. §13]. Ms. Stockman testified that PW Bank, on February
12, 2007, made a loan to CP3 for $1,800,000.00. She also testified that C. Copeland stated the
loan’s purpose was for CP3 to buy the Garden Ridge Property. Ms. Stockman also testified that PW
Bank was looking to the sale of CP3's Rancho Cordova Property, for the Loan’s repayment. In the
Loan File was a copy of PW Bank’s Cashier’s Check, No. 296888, for $1,975,000.00, for that
purpose. [RP Dec. 15]. The back of the cashier’s check shows CP3 deposited it on February 20,
2007, into CP3's First Centennial Bank account. [RP Dec. §15]. She also testified that CP3 looked
for the loan’s repayment, from escrow, upon Tri Tool’s purchase from CP3 of the Rancho Cordova
Property. [RP Dec. §14].

Peterson then took C. Copeland’s deposition. [RP Dec. §17]. C. Copeland confirmed that
CP3 borrowed the money to buy the Garden Ridge Property. He testified that he used CP3's money
to buy the Garden Ridge Property. [RP Dec. §17]. He also testified that CP3 used the proceeds from
the sale of its Rancho Cordova Property to pay back the PW Bank Loan [RP Dec. §17], and the carry
back loan to Wendover. [RP Dec. 421]. C. Copeland also confirmed that through accounting entries,
he made all the Limited Partners of CP3, except two partners in CP14. [RP Dec. §21]. He did not
make CP3 a limited partner of CP14. [RP Dec. 921]. He testified that he closed the Garden Ridge

*Although the Limited Partners of CP3, ostensibly now the Limited Partners of CP18,
have requested CP18's books and records, the Receiver denies them access to them. This is true
even though the partnership agreement provides them this right.

P&AQOOWEROL. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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Property in CP18's name. He did this because at the time of closing, CP14 held another property,
as an accommodation, for one of his clients 26 U.S.C. § 1031 like kind exchange. The Garden
Ridge Property contract called for CP14 to assume an existing loan for $7,100,000.00, as part of the
purchase price. [RP Dec. 922]. The lender required the borrower to be a single asset entity.
Consequently, C. Copeland closed escrow, in CP18's name. [RP Dec. §22]. He then made CP14 a
limited partner of CP18, with CRI its general partner. By the end of 2007, he dissolved CP14,
rolling its partners into CP18. [RP Dec. §29]. He changed the name of CRI1to CWMRE. [RP Dec.
929]. Most, if not all, of CP3 Limited Partners were unaware of the Loan. [RP Dec. §30].
III.

ARGUMENT

A. STATUE OF LIMITATIONS

The Receiver, contending Tri Tool’s case lacks merit, argues that the statute of limitations
has run, as to the PW Bank Loan. He did not address CP3's pay off of the carry back loan, in an
amount of $330,000.00. That is because the carry back loan was clearly within both prongs of the
UFTA statutes that would otherwise provide for extinguishment of actions. Ignoring that CP3 paid
CP18 the carry back loan, he attempted to brush the transfer aside with a remark that the loan’s
purpose was proper.

1. Three Prongs of UFTA Statute

In deciding whether an action to set aside a fraudulent transfer under UFTA is timely, it must
be evaluated under three prongs of the statute. A cause of action under the UFTA, with respect to
a fraudulent transfer, is “extinguished” unless an action is filed or execution is levied within one of
the following time periods:

a. Actual Frauds

For transfers made with the intent to hinder, delay or defraud any creditor, four years after
the transfer was made or obligation was incurred, or if later, within one year after the transfer or
obligation was or reasonably could have been discovered. [Civ. Code, § 3439.09(a); Monastra v.
Konica Business Machines, U.S.A., Inc. (1996) 43 Cal.App.4th 1628, 1645 [51 Cal.Rptr.2d 528, 539,
29 UCC Rep.Serv.2d 1306, 96 Cal. Daily Op. Serv. 2188, 96 Daily Journal D.A.R. 3612, 1996 WL

P&AOOWEROL. 1L.02a Tri Tool’s P&A’s Re: Statue of Limitations
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139152]; In re Serrato (Bankr. N.D. Cal. 1997) 214 B.R. 219,226 [97 Daily Journal D.A.R. 14465,
2 Cal. Bankr. Ct. Rep. 150, 1997 WL 662505]; Donell v. Kowell (9™ Cir. 2008) 533 F.3d 762, 773,
774 [08 Cal. Daily Op. Serv. 8363, 2008 Daily Journal D.A.R. 10090, 2008 WL 2579200] good
faith investor in Ponzi scheme was liable only for payments received within Civ. Code, § 3439.09(a)
limitations period].

b. Constructive Fraud

For transfers made without receiving reasonably equivalent value, leaving the debtor
insolvent or with unreasonably small assets for its operations, four years after the transfer was made
or the obligation was incurred. [Civ. Code, § 3439.09(b); Monastra, supra, 43 Cal.App.4th 1628,
1645; Donell, supra, 533 F.3d 762, 773).]

c. Maximum Seven Year Limit

Not-withstanding any other provision of law, a cause of action with respect to a fraudulent
transfer or obligation is extinguished if no action is brought or levy made within seven years after
the transfer was made or the obligation was incurred. [Civ. Code, § 3439.09(c); In re JMC Telecom
LLC (C.D. Cal. 2009) 416 B.R. 738, 742, 743 [2009 WL 3226520]]. In this case, that may be as
early as February 28, 2014.

2. Meaning of Transfer

A transfer generally does not occur until it is perfected so as to protect against subsequent
purchasers and creditors (e.g., by filing a financing statement with the Secretary of State or recording
a real property transfer with the county recorder). [Civ. Code, § 3439.06(a)]. If not perfected before
a UFTA action is filed, the transfer is deemed made immediately before the filing of the action. [Civ.
Code, § 3439.06(b)]. Iftransfers of the particular property cannot be perfected under applicable law,

the transfer is deemed made when it becomes effective between the debtor and transferee. [Civ.

Code, § 3439.06(c)(2).]

Here, the facts demonstrate that both transfers, the PW Bank $1,800,000.00, and the
$330,000.00 carry back payoff loan, are not barred by the first and second prongs of the UFTA
statute and are not extinguished by either. In this case, the PW Bank Loan of $1,800,000.00 became
a loan from CP3 to CP18. It was an asset of CP3 until CP3 forgave the debt on April 6, 2007. It did

P&AOIWERO]L. L.02a Tri Tool’s P&A’s Re: Statue of Limitations
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so not in exchange for consideration paid by CP18 to CP3, but for a transfer of CP18's equity to
CP3's partners. The $330,000.00 carry back loan obligation paid by CP3 was clearly effective after
April 5, 2007, when paid by CP3 on April 27, 2007.

Tri Tool filed its second amended complaint, including a UFTA claim, on April 4,2007. C.
Copeland testified, and the partnership books and records reflect that CP3 and CP14/CP18 treated
CP3's transfer as the PW Bank $1,800,000.00 loan proceeds to CP3 as a loan by CP3 to CP14, until
April 6, 2007, when the transfer became effective as an exchange of debt for equity that had no
benefit to CP3. C. Copeland testified, in his deposition of February 1, 2013, starting at Page 180:6-
25 through 187, that on March 1, 2007, he transferred CP3's PW Bank Loan funds to CP14's account.
He booked the transfer on CP14's books as a loan from CP3 to CP14. On April 6, 2007, the day CP3
sold its sole asset, and repaid the PW Bank Loan, C. Copeland debited the capital accounts of the
limited partners, the amount of their investment. At that same time, he correspondingly debited
CP3's loans receivable account for the CP14's loan payable to CP3, and established capital accounts
in CP14 for the CP3 partners. On April 27,2007, he used CP3's funds to pay off CP18's carry back
note for the Real Property’s purchase, in the amount of $333,544.11. All this was done by him
within the four year statute of limitations. [See C. Copeland Deposition Transcript, attached to the
Declaration of Rollie A. Peterson, Esq., as Exhibit “A™].

In furtherance of its statute of limitations argument, the Receiver contends that C. Copeland
caused CP3 to invest the PW Bank Loan in CP14, on March 1, 2007, as opposed to it being a loan,
as both partnerships entities book them. He does so despite CP3's accounting records showing
otherwise. He does so despite C. Copeland’s deposition testimony that he booked on CP14's ledgers,
the March 1, 2007 transfer from CP3, to CP14, as a loan. He does so despite CP3 having paid the
PW Bank Loan, through escrow, on April 6,2007, and CP3 partners’ partnership interests becoming
an investment in CP14, on April 6, 2007, completing the UFTA transfer. Arguendo, even if this
were not true, as the receiver contends, and CP3 made an investment in CP14, that investment by
CP3 in CP14 disappeared on April 6, 2007, when C. Copeland converted it to CP3 limited partners’
investment in CP14. CWMRE, as general partner, CP3, CP14 and CP18 all participated in the

continuous plan to convert the assets of CP3 to CP18, taking the partners with them from one entity

P&AOOWEROL. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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to the other, but leaving the creditors behind. Thus, under either scenario, the fraudulent transfer

occurred on April 6, 2007, when it became effective between the debtor and the transferee.

Arguendo, even if, as to the $1,800,000.00 PW Bank Loan, it does not fall within the four
year statute for constructive fraud, it still falls within the one year discovery period for actual frauds.
Assuming for argument, that CP3 acquired an equity interest in CP14 on February 22, 2007, and the
April 6, 2007 transfer to CP3's limited partners of that equity for CP14's debt did not then make
effective the transaction. Plaintiff still had a year to discover the fraudulent transfer. In discovery,
on January 10, 2010, Tri Tool learned that C. Copeland dissolved CP3, shortly after close of the Tri
Tool/CP3 escrow. C. Copeland, in response to the question : “Were funds then distributed to the
investors from the sale of the building?” responded “Yes”. C. Copeland did not say the funds went
to CP14, and the investors then got an interest in CP14. He carefully avoided stating that he
transferred the funds to CP14 and the CP3 limited partnership interests to CP14. As a consequence
of this testimony, on October 28, 2010, Tri Tool propounded discovery to learn whom the limited
partners were. This included serving by mail special interrogatories and requests for documents.

The Defendants did not respond, when the discovery was due December 1, 2010. After meet and
confer, Tri Tool filed motions to compel on December 15, 2010. On January 10, 2011, the court
granted Tri Tool’s motions, ordering responses by no later than January 20, 2011. C. Copeland, D.
Copeland and CP3 failed to comply with the court’s January 10, 2011 orders. On February 10 and
11,2011, Tri Tool served subpoenas on C. Copeland and D. Copeland for the same documents the
court ordered produced. They responded by mail objecting to production, Tri Tool receiving their
objections on March 8, 2011. Though meet and confer, Defendants finally agreed to comply and,
under cover letter dated Friday, March 18, 2011, Defendants mailed to Tri Tool the CP3 limited
partners’ K-1's, which Plaintiff received March 24, 2011. The form K-1's revealed that beginning
on April 6, 2007, CP3 made distributions to the limited partners, in the amounts of their original
investments. The K-1's did not show that the distributions to the CP3 limited partners represented
a transfer of their CP3 limited partnership interest into another partnership, instead of a return of the
cash they invested. C. Copeland did not produce CP3's accounting records showing the capital

accounts of the partners and subscription agreements. In other words, Defendants purposefully

P&AOOWERO1L. L0O2a Tri Tool’s P&A’s Re: Statue of Limitations
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delayed Plaintiff’s discovery. This coupled with C. Copeland’s deceitful response to deposition
questions, triggered equitable tolling of the statute.

On March 30, 2011, Plaintiff sought and obtained from the Sacramento Superior Court an
order shortening time to file the second amended complaint, which it filed, by stipulation, April 4,
2011. The second amended complaint named the limited partners as Doe Defendants and added,
among other things, a cause of action under the UFTA, Civ. Code, § 3439 et seq. During the late
spring and early summer, Tri Tool caused the complaint to be served on the CP3 limited partners.
In August of 2011, attorney for some CP3 limited partners, Robert Ziprick, called and wrote to Tri
Tool’s attorney, asking for extensions to respond. He stated that a property was in escrow, which
Tri Tool now believes to be the North Carolina property. He stated that from the sales proceeds, the
Defendants could pay Tri Tool the amounts due on the note, interest and attorney fees. Tri Tool
stopped its litigation and waited, the wait ending with the filing of this receivership on October 25,
2011. Again, equitable estoppel, tolls the statute which is a factual question for a jury.

3. Actions Legally Prohibited by Other Means

Code Civ. Proc., § 356 tolls the statute of limitation during the course of the stay. The courts
have applied Code Civ. Proc., § 356 in situations where an action is legally prohibited by means
other than injunctions or statutory prohibitions. [Hoover v. Galbraith (1972) 7 Cal.3d 519, 526 [102
Cal.Rptr. 733, 738, 498 P.2d 981]]. The running of the statute of limitations is tolled during any
period in which plaintiff is legally prevented from taking action to protect his or her rights. [Hoover,
supra, 7 Cal.3d 519, 526]. For example, the statute of limitations on Teacher's action against School
Board for terminating his employment as a result of State's erroneous revocation of his teaching
credential was tolled pending the State's restoration of the wrongfully-revoked credential. [Lerner
v. Los Angeles City Bd. of Ed. (1963) 59 Cal.2d 382,391,392 [29 Cal .Rptr. 657, 662,380 P.2d 97]].
The statute of limitations on Employee's action to establish the right to a pension was tolled during
the legally required deliberations of City's pension board and until its final decision. [Skaggs v. City
of Los Angeles (1954) 43 Cal.2d 497, 500 [275 P.2d 9, 12].]

4. Last Overt Act

If the conduct giving rise to the tort commences at a time bared by the statute of limitations,

P&AOIWEROL. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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but continues until a date not barred, the later acts support the cause. [Wyatt v. Union Mortgage Co.
(1979) 24 Cal.3d 773, 786 [157 Cal.Rptr. 392, 399, 598 P.2d 45]]. The statute does not begin to run
until commission of the last overt act. Thus, C. Copeland’s plan tolls the statute through its

conclusion.

5. Requirement that Original Complaint State Valid Claim Against “Doe”’ Defendants

For the amendment to relate back, the original complaint must name “Doe” defendants and
contain charging allegations that state a valid claim against the fictitiously-named defendants.
[Austin v. Massachusetts Bonding & Ins. Co. (1961) 56 Cal.2d 596, 600 [15 Cal.Rptr. 817, 819, 364
P.2d 681]; Scherer v. Mark (1976) 64 Cal.App.3d 834, 842 [135 Cal .Rptr. 90, 95]].

As long as “Doe”defendants were included in the original complaint, defective substitution
of a “Doe” in the amended complaint is a procedural error and can be cured by later amendment
under Code Civ. Proc., § 473(a)(1) (for “mistake” in naming party;). Indeed, absent prejudice to the
defendant, it is an abuse of discretion to refuse such amendment. [Streicher v. Tommy's Electric Co.
(1985) 164 Cal.App.3d 876, 884, 885 [211 Cal.Rptr. 22, 27]; Woo v. Superior Court (1999) 75
Cal.App.4th 169, 177 [89 Cal.Rptr.2d 20, 25, 99 Cal. Daily Op. Serv. 7954, 1999 Daily Journal
D.A.R. 10077, 1999 WL 744198] After the statute of limitations had run, P amended his complaint
to name D as a defendant, instead of substituting him for one of the “Doe” defendants named in the
original complaint. The error was “procedural” and curable by amendment (under Code Civ. Proc.,
§ 473(a)(1)) identifying D as a “Doe”; and as so amended, the complaint related back (under Code
Civ. Proc., § 474) to the filing of the original complaint. [Streicher, supra, 164 Cal. App.3d 876, 884,
885].

6. Date of Accrual of Cause of Action

With respect to the statute of limitations, the date of accrual of a cause of action is a jury
triable issue when accrual turns on the “discovery rule” (i.e., when plaintiff discovered or should
have discovered the underlying cause of action. [Jeffersonv. County of Kern (2002) 98 Cal.App.4th
606, 610-611, 619-620 [120 Cal.Rptr.2d 1, 3, 4, 11, 02 Cal. Daily Op. Serv. 4342, 2002 Daily
Journal D.A.R. 5483, 2002 WL 651977]]. The Seventh Amendment applies when federal courts

P&AOOWEROL. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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determine state claims. [Hattaway v. McMillian (11" Cir. 1990) 903 F.2d 1440 [16 Fed.R.Serv.3d
1177, 1990 WL 75061]].
Iv.
CONCLUSION

For the foregoing reasons, this Court should not find that the statute of limitations does not

bar Tri Tool’s claims.

Dated: November 18, 2013

Attorney for Tri Tool Inc.

P&AOIWERO1L. L02a Tri Tool’s P&A’s Re: Statue of Limitations
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REeterson(%peterson ell.com
TERSON & KELL, A LAW CORPORATION

2377 Gold Meadow Wa
Gold River, California 3670
Telephone: g 16) 635-9300
Fax: (916) 635-9303

Attorneys for Tri Tool Inc.

Suite 280

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION

SECURITIES AND EXCHANGE
COMMISSION,

Plaintiff,
VS.

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

Defendants.

CASE NO. 11-¢v-08607-R-DTB

DECLARATION OF ROLLIE A.
PETERSON, ESQ., IN SUPPORT
OF TRI TOOL INC.’S
MEMORANDUM OF POINTS
AND AUTHORITIES RE:
STATUTE OF LIMITATIONS

Date: December 16, 2013
Time: 10:00 a.m.

Ctrm: 8, 2" Floor

Judge: Hon. Manuel L. Real

I, Rollie A. Peterson, do hereby solemnly swear:

1. I am an attorney licensed to practice law before all the courts in California, including

the United States District Court, Central District. If called to testify in this matter, I could testify

of my only personal knowledge as to the following matters, except where I state otherwise.

2. Irepresent non party Tri Tool Inc., a Nevada corporation (hereafter “Tri Tool”) here.

I also represent Tri Tool in an action whose venue is in the California Superior Court for the

County of Sacramento, Court Case No. 34-2009-00054045 (hereafter “State Court Action™).

DECOSWEROI1. L02a
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3. I also represent Tri Tool in another Sacramento Superior Court case. Therein, Tri
Tool seeks to quiet title to real property found at 3041 Sunrise Boulevard, Rancho Cordova,
Sacramento County, California (hereafter “Rancho Cordova Property”). That action concerns a
purported unrecorded right-of-way easement across the Rancho Cordova Property giving rise to
the obligation CP3 owes Tri Tool, which is the subject of the State Court Action. As a
consequence of the right-of-way case, I obtained from First American Title Insurance Company
National Commercial Services, as of January 20, 2011, a CLTA Chain of Title Guarantee
concerning the Rancho Cordova Property from January 1, 1977 to January 20,2011. Thave studied
the same, and am familiar with both the past and current state of Rancho Cordova Property’s title
from 1977 to present.

4. The G.F. Cook Development Corporation, of Provo, Utah (hereafter “Cook”),
constructed the building on the Rancho Cordova Property. It was a build to suit for the United
States Internal Revenue Service (hereafter “IRS”). The building’s only tenant from the time of its
original occupancy through May 2005 was the IRS.

5. On July 7, 2004, Copeland Properties Three, a California Limited Partnership,
(hereafter “CP3") purchased the Rancho Cordova Property from Cook. CP3's general partner was
Copeland Realty Inc., a California Corporation (hereafter “CRI”).

0. OnFebruary 1,2013,Itook the deposition of Charles Perry Copeland (hereafter “C.
Copeland Tr.”). I have attached hereto as Exhibit “A” true and correct copies of relevant pages of
the C. Copeland Tr. C. Copeland was a Vice President of CRI. [C. Copeland Tr., Pg. 34:4-6]. He
testified therein about CP3's purchase [C. Copeland Tr., Pg. 173:2-7] and that the Rancho Cordova
Property was CP3's sole asset. [C. Copeland Tr., Pg. 60:3-5].

7. Shortly after CP3 purchased the Rancho Cordova Property, in November 2004, the
IRS exercised an option in its lease to quit as of May of 2005. 1 have attached hereto as Exhibit
“B”, a true and correct copy of a CRI letter announcing to the CP3 limited partners this event.

8. The IRS quit and surrendered the premises to CP3 in May 2005. [C. Copeland Tr.,
Pg. 31:23-Pg. 32:22]. After that, CP3 leased to FEMA a part of the building found on the Rancho
Cordova Property. [C. Copeland Tr., Pg. 44:10-21]. However, it could not find other tenants to

DECOSWERO01. L02a Peterson Declaration re; Statute of Limitations
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occupy the remaining space, so CP3 decided to sell. [C. Copeland Tr., Pg. 33:1-9]. By March
2006, the Rancho Cordova Property was in escrow. [C. Copeland Tr., Pg. 33:18-Pg. 34:25]. The
escrow fell out in early July 2006. [C. Copeland Tr., Pg. 53:13-24].

9. On April 4, 2006, the Copelands formed Copeland Properties 14, a California
limited partnership (hereafter “CP14"). I have attached hereto as Exhibit “C”, a true and correct
copy of the Certificate of Limited Partnership. It reflects that CRI was its general partner, as well
as CP3's. C. Copeland formed it to facilitate an IRS 26 U.S.C.A. § 1031 Exchange for one of C.
Copeland’s accounting clients, the Taber Family Trust. [C. Copeland Tr., Pg. 43:1-20].

10.  Onabout August 25,2006, CRI contracted to purchase real property in Greensboro,
North Carolina, found at 6103 Landmark Center Drive. [C. Copeland Tr., Pg. 60:19-Pg. 61:3]. A
sole tenant called “Garden Ridge” occupied this property (hereafter “Garden Ridge Property”). [C.
Copeland Tr., Pg. 112:6-10]. With due diligence and extensions, the contract called for closure
by the end of February 2007. I attach a true and correct copy of the contract hereto as Exhibit “D”.

11. On November 19, 2012, I subpoenaed records from Pacific Western Bank’s Palm
Spring’s Branch. On or about December 12, 2012, PWB’s Legal Process Department served on
me a response to my subpoena for records from them. I have attached hereto as Exhibit “E” a true
and correct copy of Charlene Keffer’s Declaration concerning bank records. She included a “Paid
Note Statement”, a true and correct copy of which I attached hereto as Exhibit “F”.  *“The Paid
Note Statement reflects that on February 12, 2007, CP3 borrowed from Pacific Western Bank,
found in Palm Springs, California (hereafter “PWB”), $1,800,000.00. She also included a federal
wire transfer message reflecting an incoming wire transfer from First American Title in Roseville,
California of $1,824,450.00, for the loan’s pay-off. I have attached hereto as Exhibit “G” a true
and correct copy of the wire transfer message.

12.  On January 14, 2013, I subpoenaed from PWB a loan file for PWB Loan No.
181650457 (hereafter “Loan File”), concerning CP3. The Loan File included a “Business Loan
Agreement”, executed by CP3. I have attached hereto as Exhibit “H” a true and correct copy of
the Business Loan Agreement. The Business Loan Agreement, at Page 3, under CP3's affirmative

covenants provides: “Loan Proceeds. Use all loan proceeds for Borrower’s business operations,
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unless specifically consented to the contrary by Lender in writing”. The Loan File revealed that
on February 12, 2007, CP3 obtained a loan for $1.8M from PWB, Palm Springs’ Office.

13.  Talsosubpoenaed PWB’s mostknowledgeable person about the $1.8M loanto CP3.
On January 30, 2013, PWB presented Ms. Tracy Stockman for her deposition. I have attached
hereto as Exhibit “I” true and correct copies of relevant pages of her deposition transcript (hereafter
“Stockman Tr.”). Ms. Stockman is a PWB Vice President, Construction Loan Officer. [Stockman
Tr., Pg. 8:13-19].

14.  Ms. Stockman testified that she was C. Copeland’s primary business banking officer
at PWB. [Stockman Tr., Pg. 40:17-21]. She testified PWB, on February 12, 2007, made a “Swing
Loan” to CP3 for $1.8M. [Stockman Tr., Pg. 79:5-9]. She also testified that C. Copeland stated
the Swing Loan’s purpose was for CP3 to buy the Garden Ridge Property. [Stockman Tr., Pg.
27:18-25; Pg. 28:1-4; Pg. 33:6-21; Pg. 88:4-21]. Ms. Stockman further testified that PWB was
looking to the sale of CP3's Rancho Cordova Property, for the Swing Loan’s repayment. [Stockman
Tr.,Pg.37:4-17; Pg. 63:7-18; Pg. 79:5-19]. I have attached hereto as Exhibit “J” a true and correct
e-malil, a part of the Loan File.

15. Also, in the Loan File was a copy of PWB’s Cashier’s Check, No. 296888, for
$1,795,000.00. PWB issued the cashier’s check to CP3 on February 20, 2007. The back of the
PWB’s cashier’s check shows, on February 20, 2007, CP3 deposited it into CP3's 1st Centennial
Bank account. A true and correct copy of the Cashier’s Check is attached hereto as Exhibit “K”.
[C. Copeland Tr., Pg. 102:17-21].

16. On February 28, 2007, C. Copeland transferred the Swing Loan’s funds from CP3
to CP14's 1* Centennial Bank account. [C. Copeland Tr., Pg. 104:4-18]. CP3's 1* Centennial
Business Checking Account Statement, dated February 28, 2007, reflects that on February 28,
2007, CP3 transferred the $1,795,000.00 to CP14. I have attached hereto as Exhibit “L” a true and
correct copy of CP’3 February 28, 2007, 1* Centennial Bank Business Checking Account
Statement, Account No. 114722603, and 1% Centennial Bank’s interbank transfer confirmation
print-out.

17.  Following Ms. Stockman’s deposition, I took C. Copeland’s deposition. C.

DECOSWERO1. L02a Peterson Declaration re: Statute of Limitations
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Copeland confirmed that CP3 borrowed from PWB the money to buy the Garden Ridge Property.
[C. Copeland Tr., Pg. 77:24-25; Pg. 78:1-2]. C. Copeland told the Bank the Loan’s purpose was
for CP3 to buy the Garden Ridge Property. [C. Copeland Tr., Pg. 59:8-15].

18. C. Copeland testified that he used CP3's money to buy the Garden Ridge Property.
[C. Copeland Tr., Pg. 104:4-14 and Pg. 188:16-19]. The Loan funds flowed from PWB to CP3's
bank account, then through CP14's bank account, to an escrow account, where Copeland Properties
18, a California limited partnership (hereafter “CP18") purchased the Garden Ridge Property. [C.
Copeland Tr., Pg. 59:4-18]. On March 1, 2007, C. Copeland wired transferred from CP14 to
Hunter, Higgins, Miles, Elam & Benjamin, PLLC, in Greensboro, North Carolina $1,725,610.95
for CP18 to purchase the Garden Ridge Property. [attach hereto as Exhibit “M” a true and correct
copy of a Settlement Statement showing cash from buyer, CP18.

19. Copeland testified that he closed the Garden Ridge Property in CP18's name. [C.
Copeland Tr., Pg. 113:4-21]. He did this because at the time of closing, CP14 held another
property, as an accommodation, for one of his clients 26 U.S.C.A. § 1031 like kind exchange. [C.
Copeland Tr., Pgs. 113:6-23, 114:9-15].

20. C. Copeland also testified that CP3 used the proceeds from the sale of its Rancho
Cordova Property to pay back the PWB Loan. [C. Copeland Tr., Pg. 60:3-18].

21.  C.Copelandtestified the concept was to roll CP3's limited partners into CP18, upon
close of CP3's sale of the Rancho Cordova Property. [C. Copeland Tr., Pg.47:13-16]. C. Copeland
also confirmed that through accounting entries. On April 6, 2007, he made the Limited Partners
of CP3, partners in CP14, except for two of them. [C. Copeland Tr., Pgs. 76:17-25, 77:1-4, and
79:10-24]. CP3 was not made a partner in CP14. [C. Copeland Tr., Pg. 105:11-25]. At the end
of year 2007, CP14 had no assets, everything was over in CP18. [C. Copeland Tr., Pg. 158:7-9].
He testified that through accounting transactions, CP3 made a loan to CP14, the general ledger
being the Note, the Note being paid by converting it to equity in CP14 and that equity was
transferred to the Limited Partners of CP3. [C. Copeland Tr., Pg. 183:14-25; Pg. 184:1-7].

22.  The Garden Ridge Property contract called for CRI to assume an existing loan in

the approximate amount of $7,100,000.00, as part of the purchase price. [See Exhibit “D”, Real
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Estate Purchase Contract, Pg. 1]. The lender required the borrower to be a single asset entity. [C.
Copeland Tr., Pg. 113:12-15]. Consequently, C. Copeland closed escrow, in CP18's name. [C.
Copeland Tr., Pg. 114:9-15]. He then made CP14 a limited partner of CP18. [C. Copeland Tr.,
Pg. 114:9-15].

23.  Garden Ridge Property’s seller, Wendover Greensboro, Ltd. (hereafter
“Wendover”), carried back a note for $330,000.00, as additional consideration (hereafter
“Wendover Note”). [C. Copeland’s Tr., Pg. 139: 22-25; Pg. 140:1-17].

24, On April 6,2007, CP3 and Tri Tool, at First America Title Insurance Company, in
Sacramento, California (hereafter “First”), closed escrow on the Rancho Cordova Property. I have
attached hereto as Exhibit “N” a true and correct copy of First’s “Seller’s Final Settlement
Statement”, printed April 9, 2007, with C. Copeland’s Note at the top. [C. Copeland Tr., Pg.
131:11-23] The Seller’s Final Settlement Statement reflects that CP3 paid to PWB, from escrow,
the loan principle amount of $1,800,000.00, plus $24,375.00 in interest. [C. Copeland Tr., Pg.
101:9-22].

25. First then wired transferred to CP3's 1% Centennial Bank account $680,924.59, the
sales proceed’s balance. [C. Copeland Tr., Pg. 136:23-25; Pg. 137:1-4]. From this balance, CP3
paid to Wendover $333,544.11, CP18's Wendover Note obligation. [C. Copeland Tr., Pg. 140:9-
17]. This left CP18 owing to CP3 the sum of $2,157,919.11, as of April 27, 2007. He then sent
to Lillian Franklin a check for $230,000, her original investment in CP3. I have attached hereto
as Exhibit “O” a true and correct copy of CP3's First Business Checking Account Statement for the
month ending April 30,2007, and a copy of the check to Lillian Franklin. These documents reflect
the $680,924.59 wire transfer from First to CP3, the payment of Check #3445 to Lillian Franklin
for $230,000.00 and the payment to Wendover for $333,544.11.

26.  Astothe other CP3 Limited Partners’s, C. Copeland debited their CP3 partnership
capital accounts, as of April 7, 2007. Except for Dr. Bricker, he then credited CP14's capital
accounts, in their names, for like amounts. After doing so, and paying insiders, such as CRI, this
left CP3 with negative equity of $191,410.68, [C. Copeland Tr., Pg. 171:10-16]. This negative

equity is without CP3 accounting for the Tri Tool Note. CP3 never booked the Note. I have
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attached hereto as Exhibit “P” a true and correct copy of CP3's Closing Trial Balance for 2007.
It does not show CP3's liability owed Tri Tool.

27. On July 23, 2007, C. Copeland closed CP3's bank account. I have attached hereto
as Exhibit “R”, CP3's 1st Centennial Business Checking Account Statement, dated July 23, 2007,
showing a zero balance. C. Copeland testified that he dissolved CP3 shortly after the sale to Tri
Tool. [C. Copeland Depo. Tr., Pg. 14:22-25-Pg. 15:1].

28.  Throughthe PWB loanto CP3, C. Copeland transferred CP3's assets, through CP14,
to CP18, changed the name of CRIto CWMRE and dissolved CP3, with the Note outstanding. [C.
Copeland Tr., Pg. 183:14-25 and Pg. 184:1-7]. He thus left CP3 with no assets to pay the Note,
when it came due.

29. By the end of 2007, C. Copeland dissolved CP14, rolling its partners into CP18.
[C. Copeland Tr., Pg. 141:4-18]. I have attached hereto as Exhibit “R” a true and correct copy of
CP14's Certificate of Dissolution effective as of December 31, 2007. CRI changed its name to
Copeland Wealth Management, Real Estate, at the end of 2007 (hereafter “CWMRE”). [C.
Copeland Tr., Pg. 153:1-17].

30. On July 27,2009, Plaintiff filed the State Court Action. Tri Tool sued CP3, and the
Guarantors for nonpayment. The State Court Action seeks to recover payment due Tri Tool on
CP3's promissory note for $200,000.00 (hereafter “Note™), and interest, attorney fees and costs
(hereafter the “Debt™). Tri Tool sued CP3 as maker, and C. Copeland, and Donald Copeland
(hereafter “D. Copeland”), as guarantors of the Note.

31. CP3 and the Copelands answered, denying liability. They asserted the affirmative
defenses of unclean hands, waiver and release, estoppel and breach of the covenant of good faith
and fair dealing. Their responses to interrogatories grounded these affirmative defenses on their
allegation that Tri Tool interfered with CP3’s ability to remove the easement.

32. On November 24, 2010, the Superior Court entered an order sustaining Tri Tool’s
motion for summary adjudication against CP3, D. Copeland and C. Copeland. Tri Tool has not yet
reduced the order to judgment.

33. In discovery, onJanuary 10,2010, Tri Tool learned that C. Copeland dissolved CP3,

DECOSWERO1. L02a Peterson Declaration re: Statute of Limitations
7




Cag

O 0 3 N

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28

P 2:11-cv-08607-R-DTB Document 387-1 Filed 11/18/13 Page 8 of 111 Page ID
#7767

shortly after close of the Tri Tool/CP3 escrow. C. Copeland, in response to the question: “Were
funds then distributed to the investors from the sale of the building?” responded “Yes”. [C.
Copeland Tr., Pg. 15:2-4]. C. Copeland avoided stating that he transferred the CP3 limited
partners’ interests in CP3 to CP14, then CP18. As a consequence of this testimony, on October 28,
2010, Tri Tool propounded discovery to learn whom the limited partners were. This included
serving by mail requests for documents, including all documents that identify CP3's limited
partners, all documents, showing each limited partner’s involvement in CP3 and all documents
reflecting the balances of Copeland accounts. The Defendants did not respond, when the discovery
was due December 1,2012. After meet and confer, Tri Tool filed motions to compel on December
15,2010. On January 10, 2011, the court granted Tri Tool’s motions, ordering responses by no
later than January 20, 2011. C. Copeland, D. Copeland and CP3 failed to comply with the court’s
January 10, 2011 orders. On February 10 and 11, 2011, Tri Tool served subpoenas on C.
Copeland and D. Copeland for the same documents the court ordered produced. They responded
by mail objecting to production, Tri Tool receiving their objections on March 8, 2011. Though
meet and confer, Defendants finally agreed to comply and, under cover letter dated Friday, March
18, 2011, Defendants mailed to Tri Tool the CP3 limited partners’ K-1's, which Plaintiff received
March 24, 2011.

34. Indiscovery, Tri Tool obtained from CP3 its Internal Revenue Service Forms K-1's,
revealing the identity of the limited partners of CP3 (hereafter “Limited Partners”). The K1's also
revealed the amount and times of the Limited Partners’ contributions and the withdrawals of their
contribution. The form K-1's revealed that beginning on April 6, 2007, CP3 made distributions to
the limited partners, in the amounts of their original investments. The K-1's did not show that the
distributions to the CP3 limited partners represented a transfer of their CP3 limited partnership
interest into another partnership, instead of a return of the cash they invested. The 2007 K-1’s
reflected withdrawals and distributions to the Limited Partners of $1,935,000.00. This was their
entire investment in CP3.

35. Tri Tool, on March 30, 2011, obtained from the court an order allowing it to amend

its complaint. Tri Tool’s amendment added, as Doe Defendants, the eight CP3 Limited Partners,
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and two causes of action. One cause, under California Corp. Code, would require the Limited
Partners to return to CP3 the distributions made to them. The other cause seeks recovery under the
UFTA, Civ. Code, § 3439 et seq., for fraudulent transfers. The court granted Plaintiff’s motion on
April 1,2011. On April 4, 2011, Tri Tool filed its second amended complaint.

36. On May 25, 2011, D. Copeland filed bankruptcy. Tri Tool has also learned, in
discovery, that although D. Copeland signed the Note individually, as “General Partner,” in so
doing, he was acting for CRI. CRI was CP3's true general partner, which now goes by the name
CWMRE.

37.  The State Trial Court has ordered summary adjudication against CP3, the Note’s
guarantors, C. Copeland and D. Copeland for the Note’s nonpayment (hereafter collectively
“Copelands” or “Guarantors™). The State Court has not yet reduced this order to judgment. This
court’s injunction effectively blocks the State Court from doing so. C. Copeland is judgment proof,
having transferred his assets to the Receiver.

38. I attach hereto as Exhibit ”S” copies of the CP18 General Ledgers attached to
Receiver’s motion, Dkt #47, filed March 5, 2012, Pages 32 and 33 of 57. These reflect the loan
to CP3 forgiven in exchange of equity interests.

39.  Iam familiar with the files of Plaintiff Tri Tool relating to their purchase of the IRS
building on 3041 Sunrise Boulevard. Attached hereto as Exhibit “T” is a true and correct copy of
the buyer’s closing settlement statement for its purchase from Tri Tool. Their closing files did not
include the seller’s settlement statement. I am familiar with escrow procedures and closings in
Northern California. The seller’s settlement statements are not given to the buyers.

I declare under penalty of perjury under the laws of the State of California that the foregoing

is true and correct and that this declaration was executed on this 18™ day of November 2013.

/s/ Rollie A. Peterson, Esq.
ROLLIE A. PETERSON, ESQ.
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Page 11 Page 13
1| one possibly just a draft that was sent out in 1{ Q No.
2| anticipation? 2 Okay. So then we ended up with signatures on
3 A Ifyoulook at page 18 of this draft, 18 of 28 3| page 24 of 24 that really may have been on the same
4} 1think on this exhibit -- or there's at least 18-28 at 4} agreement printed out using different font? Is that
5| the bottom right-hand corner of what I'm looking at. 5! potentially what you're saying?
6 Q TI'msorry. 187 I'm -- 6] A That's potentially what I'm talking about. Joe
7 A -28. Sothere's an 18-22. 7| Dotan's signature was asked for on page 24 of 24.
8 Q When you say ~- 8 Q Uh-huh,
S| A There's an 18-23. So it's 18-28 at the bottom 91 A Andit's also asked for on 26 of 27.
10| right-hand corner of the exhibit. You probably will need 10 Q Uh-huh
11| the exhibit. 11| A Butthere are different names on 26 of 27. And
12 Q I want to make sure we're looking at the same 12| it looks like his copy to me is an earlier version.
13| exhibit. 13 Q Okay. Flip back one more page here. And I
14 Okay. I see what you're saying. It's down 14) think what you're saying here is that here's another 24
15| here. And [ don't, for some reason, have that on the 15| of 24, which is FRA000132 Bate stamp number?
16| last page. 16 A Correct.
17 A Yours stops at 24, 17 Q And they're going to have Joseph Dotan's
18 Q Yeah. If could you do me a favor, if you'll 18| signature?
19| refer to the FRAI -- 13 A Correct.
20 A FRAO000132. 20 Q And it's exactly the same page as the one
21 Q 132, gotit 21| before that has Melvin Ross's signature?
22 A But you'll notice that that says page 24 of 24. 22 A Correct.
23 Q Correct. 23 Q  So the signatures were gathered independently
24 A And it's got signatures on it that were signed 24| of them, multiple signature pages, different people
25| when this was a 24-page document. And then you're asking 25| signing them? Would that be a fair characterization?
Page 12 Page 14
1| me a question about page 26 of 27 that was produced by 1| A That would be a fair characterization.
2| Joe Dotan, that has Dotan's signature line on it. But 2 Q Procedure then would be to send out a Limited
3| his signature line was also on page 24 of 24. I'm not 3| Partnership Agreement to the individual, talk to them
4{ sure why it was rerun in our computer, it may have just 4| about it, they would sign it, and give it back to you.
5| been rerun. Inotice on the first page, the first page 5| And then you'd have multiple agreements out to multiple
6| doesn't -- all the lines don't come up in paragraph 1.06 6| people. Would that be true?
7} on page 1 of 24 of Sandra Hayes's, there are three lines. 7 A Almost.
8 Q This is Exhibit 65 is what you were just 8 Q  Tell me how it's done.
9| pointing at? 9| A Wewould meet with them, give them the Limited
10 A Correct. 10| Partnership Agreement and the signature page. :
1 And on Exhibit 18 of Dotan's on Exhibit 8, 11| Q Okay. !
12| there's only one line in paragraph 1.06. And a cursory 12| A Letthem take the Limited Parmership Agreement i
13| review, it doesn't look like the first page changed any, 13| home, check with whoever they wanted to check with on it,
14| it just looks like they cut it off differently. 14| and eventually get us back the signature page only.
15 Q So you're saying that maybe it printed out on a 15| Q Okay. With cach one of the limited partners,
16| different printer, possibly. Maybe different spacing, 16| did you take time to answer any of the questions they
17| same agreement, but she ended up with more pages as a 17| might have concerning the partnership and the partnership
18] result? 18, agreement? '
19 A That may be the case. 19 A ldid.
20 Q Different font? 20 Q Did you encourage them to see an attorney
21 A There may be additional information in here. 21| before they signed it?
22/ Q Uh-huh. 22] A Ythink Idid, butI can't testify factually I
23 A Butit looks like if you just look at the first 23} did that.
24/ line of 1.04, that sentence doesn’t end in the same place 24f  Q Okay. If you look at Exhibit Number 19.
25| on both documents. 25 This Exhibit Number 19 is Risk Disclosure
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Page 15 Page 17
11 Statement produced by Copeland Realty, Inc., and 1| transferred out of the CP-3 to the Copeland trust?
2| apparently it bears -- it has his name on the letterhead 2; A Thatis what I would expect it was.
3| on the top left-hand corner. And it talks about a 31 Q Andyou notice that there's a round -- it
4| termination of the lease, the CP-3 lease, within six 4| appears to be a stamp. It says, "Posted.” Was that your
5| months. 5| procedure that when you posted this on the electronic
6 This is the only one that I found, the only 6! recordkeeping system, you used it, then would you stamp
7| Risk Disclosure Statement that I found was signed by 7| it as posted to make sure that you caught every item?
8| Mr. Dotan. 8! A [did not do that. That was done by one of the
2 Was there other -- was this given to all the 9| bookkeepers in our firm.
10/ limited partners? 10/ Q Right
1 A Idon't know. 11| A This stamp was not required, but that may have
12 Q Youdon't, okay. 12| been something she chose to do to help her in making sure
13 Did you tend -~ for the partnerships, did you 13| what she was doing.
14{ tend to get financial information from them to ensure 14 Q Okay. And you note the date on the $65,000.
15; they were sophisticated investors? 15} It doesn't say what the purpose is of the $65,000
16 A Almost all of these clients were known to me 16| transfer, but it was on August of -- 26th of '04. Okay.
17| and their financial condition was known to me. 17 Do you have any idea without speculating what
18 Q Soyou knew whether or not you knew they were a 18] the $65,000 transfer was for?
19 sophisticated investor? 19 A Not without speculating.
20 A Yes. 20 Q Okay.
21 Q Would Mr. Dotan fit that profile? 21 MR. PETERSON: If you'll mark this as Exhibit
22 A 1believe so. Idon't have his facts in front 22| 82,
23| of me now to reconfirm that. 23 (Plaintiff's Exhibit 82 was marked for
24 Q Uh-huh. 24 identification.)
25 A But] believe that would have been the case. 25 BY MR. PETERSON:
Page 16 Page 18
1 Q  And that would have -- at least at this time, 1 Q Now, if you'll look at Exhibit Number 82.
2| would have been the net worth in excess of a million 2| Okay? This is out of the same check register, okay, out
3| dollars apart from their homes? 3| of Travis. And it's dated 9/2 of '04, about a week after
4 A Yes. 4| the entry that [ asked you to identify on Exhibit Number
5 Q  And that's why the million dollar figure -~ 5| 81, which was check 1025, And it says, "August and
6 A That's how I would define a sophisticated 6| September payment."
7| investor. 7 Would this be the guaranteed paynient to
8 MR. PETERSON: I'm going to mark this §1. If 8| Dr. Ross for his investment in CP-37
9| you'll be so kind to put a sicker on there for me, I'd 9 A This would have been a distribution to Dr. Ross
10| appreciate it. 10| for August and September.
11 MR. ZIPRICK: This is number? 11|  Q And then the following two are voided -- the
12 MR. PETERSON: 81. 12| following three. And then we have a September 3rd check
13 MR. ZIPRICK: T'll mark it for him. 13| to Dorothy Ziilch for 7166.68. And that was same thing,
14 (Plaintiff's Exhibit 81 was marked for 14| August and September; correct?
15 identification.) 15 A That's what it says, yes.
16| BY MR. PETERSON: 16 Q  And the same way with Dr. Eure?
17 Q  This appears to be a check register, and it 171 A Yes.
18| would have been on the Travis Credit Union account for 18| Q AndLillian Franklin?
19t CP-3. 19| A Yes.
20 A Is that a question? 20 Q Dr. Dotan?
21 Q No. That -- I'm making a statement to you. 21 A Yes.
22 Can you identify it as such? 22 Q And Janet thde?
23 A Yes. 23| A To herretirement account at Schwab, yes.
24 Q Andifyou look at the -- it provides an 247  Q Neal Bricker?
25 8/26/04, the Copeland Trust, for $65,000. That was money |25 A Yes.
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Page 31 Page 33
1 MR. PETERSON: Absolutely. 1| Q Andatthetime -- at least I think we looked
2 MR. BRUBACHER: On the printout that you 2 in May of 2005, it appears there was a partnership
3| brought today, Mr. Copeland, do you know is -- one issue 3| meeting you couldn't recall. Do you recall the building
4| we've run into typically, at least I have, is that the 4| being listed for sale and/or rent with C.B. Ellis in
5| memo sections on a lot of the entities isn't quite broad S| Sacramento, California?
6| enough on the printouts, so that things get cut off. 3 A Irecall them being our agent. And exactly
7| That's one of the reasons why I'd be interested in seeing 7| when it was listed for sale or rent with them, I'm not
8| the electronic version, so [ know actually what's in 8| sure. But, yes, [ remember them being an agent for us
9| there. 9| somewhere in this time frame.
10 Do you know, is it completely printed on the 10f Q Sure.
11| copy you got today, so there's nothing missing. 11 They were your agent when you -- when CP-3 or
12 THE WITNESS: Probably not. No. It's the same 12| Copeland Realty negotiated or purchased the properties
13| single-page version that you're used to seeing instead of 13| from the Provo, Utah group; correct?
14] spreading all of the columns. 14 A That's correct.
15 1 don't have your e-mail correct yet. 15 Q Any of the distributions weren't -- do you
16 MR. PETERSON: [t's just initial RPeterson, one 16| recall when the distributions went on hold?
17| word, at Peterson-Kell, K-e-l-I, .com. And Peterson is 17 A No. Probably right after the tenant moved out.
18| with an s-o-n. 18 Q Okay. [fyou look at Exhibit 61. Exhibit 61
19 THE WITNESS: P-e-t-e-r-s-0-n? 19| is a letter that appears to be authored by you. Appears
20| BY MR. PETERSON: 20| to your bear your signature on the second page; is that
21 Q Yes,sir. 21( trye?
22 A Thank you. 22 A Yes,itis.
23 Q  Sure, thank you. 23] Q Okay. And it's dated March 10th of 2006, and
24 I'm going to hand -- I want you to look at 24| it's on Copeland Realty, Inc.'s letterhead. Were you an
25| Exhibit Number 60, if you would. Does that appear to be 25| officer of Copeland at the time, at this time?
Page 32 Page 34
1| your son's signature? 1| A OfCopeland Realty, Inc.?
2 A Yes. 2 Q Right.
3 Q And while you're finishing reading this, this 3 A_, Yes.
4| is a letter from Copeland Realty Inc. dated September 4| Q And what was your position with Copeland
S| 1st, 2005, purports to bear the signature of Donald D. 5| Realty, Inc.?
6| Copeland. And it was addressed to Ms. Hayes. 6] A Iwasthe vice president.
7 That would be Sandra Hayes; correct? 7 _-_6 The letter announces that you have solid news,
8! A That's correct. 8| a second buyer of the property, Tower Development
E Q lisays, "We're currently in the process of 9| Corporation.
10| doing some consolidation with our bookkeeping.” 10 Tower Development, was that the Tower Records
11 Is that what you were talking about before when 11| people, do you know?
12{ you were talking about the consolidation of sending one 12 A Idoubtit.
13| check as opposed to five? 131  Q Okay.
14 A Correct. 141 A ButIdon'tknow.
15| Q Itsays, "Copeland Properties 3, 166667, 15| Q. Okay. Anyhow, you had a prior buyer. [
16| currently on hold." 16| haven't seen anything concerning the first buyer.
17 Is that the amount of her -- would have been 17 Do you recall who the first buyer was?
18} her monthly return? 18 A No.
19 A Correct. 19 Q Do you recall any of the details or specifics
20 Q And it's on hold because the prior May. the 20] of the first buyer?
21| tenant left the building? 21| A No.
22 A Yes. 22  Q Was it a buyer that actually signed a contract
23 Q And eventually another tenent moved in and took 23| and an escrow opened for a period of time?
24| a portion of the building; correct? R4 A Idon't think so. Ithink it was less than an
25 A Yes. ks | escrow conclusion to the first buyer.
=
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| Page 43 Page 45
1|  Q Okay. Ifyou look at Exhibit Number 29. 1} FEMA rent covering the mortgage?
2| Exhibit Number 29 is a copy of a certificate of limited 2| A Twould believe so.
3| partnership for CP-14 LP. And if you look at it, it's 3 (Plaintiff's Exhibit 87 was marked for
4] interesting because it appears that the 14 is handwritten 4 identification.)
5! in. Do you see that in Item Number 1? 5| BY MR. PETERSON:
6 A Yep. 3 Q  Exhibit Number 87. I'm going to hand you this.
7 Q Do you know why that would be? Why it wouldn't 7{ Unfortunately I only have two copies. This purports to
8| be typed in as opposed to -~ 8( be a Limited Partnership Agreement. The agreement date
9] A I'mpretty sure my son, Don, had several — had 9| is 22 April 2006.

bo these forms made up for filing. We were doing as many as |10 Who would have filled in the 22 April 2006?
11} four or five of these partnerships a year. 11| A Secretarial person working for the Copeland
12|  Q Right 12| Group.
13 A So he probably left that blank and handwritten 13 Q Okay. Do that at the direction of Donald
14/ in the number when he sent it to the State. 14| Copeland, probably?
15 Q Okay. Okay. And it appears that he -- that 15 A More likely at my direction.
16| you signed this on 4/3 of '06. 16 Q At your direction, okay.
17 Docs that appear to be his signature at the 17 And if you look down here, it says, "The
18| bottom? 18) purpose of the partnership under 1.03 will engage in the
[19 A That appears to be his signature and that 191 business as small business stock ownership and any
20| appears to be the date, 20} activities that are related or incidental to that
21 Q Okay. Anyhow, Exhibit Number 30 -- 21} business."
22 MR. PETERSON: Just pile those over on the 22 What does that mean?
23| side. Any ofthe exhibits that are under 80, just stick 23 A That means we failed to change it from the
24| over to the side, I'll get them after. 24| Copeland private equity investment partnership agreement
25 MR, ZIPRICK: Okay. All right. Okay. 25| back to a property investment.
Page 44 Page 46
11 BY MR. PETERSON: 1] Q Okay. Sothat-- it's a scrivener's error?
2 Q Ifyou'll look at Exhibit Number 30. And this 2| A Yes,it's a scrivener’s error for this
31 is a letter from Donald Copeland, and it says, "The 3| partnership.
4] buyers on the Copeland property," I guess this would be 4| Q Go to page -- [ notice this one also has 26
5| the second buyers on the Copeland Property, they're 5| pages. Okay. You go to 25 of 26. I notice that on this
6| putting the $20,000 of nonrefundable money up. That they 6| limited partnership page, we have, of the CP-3 partners,
71 still expect to close escrow. 7| Dotan and a -- that's Joseph and Beth and Ehud, is
8 Do you recall when this escrow fell out? 8| that--
9 A No. 91 A Thatis Joseph Dotan's son.
10 Q Okay. Would it have been somewhere maybe in 10| Q That's his son, okay. And then Perry and
11| June of 20067 11| Sandra Hayes. So the Dotan's and the Hayes's were in
12 A Tknow it was after April 4th, 2006. 12| CP-3; right?
13 Q Okay. And the $20,000, was that a monthly 13 A Correct.
14| extension? 14 Q As well as Melvin Ross?
15 A From the prior document you showed me, that's 15{ A Correct.
16} what I would conclude. 16 Q And Dorothy Ziilch?
17{ Q Okay. And at this point in time, there was -- 171 A Correct.
18| FEMA was in the building as a tenant? 18! Q And Janet Ihde?
19 A FEMA was in the building at some point in time, 15| A Janet [hde's IRA.
20| Probably at this point in time, but I don't recall 201 Q Right. And Eure?
21| exactly when FEMA was in. 211 A Correct.
22 QDo you recall what the monthly mortgage was on 22| Q By the time that you had gotten to April 22nd
23| the building? 23 of '06, you believed that had you sold the building;
24 A No. 24| right? I mean, that's what your prior letter had said?
25 Q At this time, was the $20,000 a month plus the 25| It looked like it was.
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Page 47 Page 49
1 A Correct. As of March 10th, we thought we were 1 (Plaintiff's Exhibit 89 was marked for
2| in escrow with a buyer who would buy the building. 2 identification.)
3 Q  And because they had a significant amount of 3| BY MR. PETERSON:
4] money in cash, that was what I call hard money? 4 Q  I'm not exactly sure why I had two pages
5 A Correct. S| here -- oh, yes, 1 know why. If you'll look at the
6 Q Okay. So by this time had you talked to all of 6| second entry, 1381, a check number 1381, it follows
74 the people that were listed as limited partners in this 71 sequentially. This would still be coming out of Travis
8| agreement about making an investment into CP-14? 8| Credit Union; right?
9 A Nobody who is listed here had not been talked g A I'would think so.
10] to. We did not put anyone in as a potential signatory 10 Q Okay. And it says, "To Copeland Properties 6,
11| unless they had been talked to. Whether or not they had 11} 16,331.92."
12| decided, I don't know. 12 What was that for, do you know?
13 Q Okay. And the concept here was to roll 13 A That would have been a payment from this
1¢| essentially these people, their investment, out of CP-3 14| partnership to Copeland Properties 6 for the usc of
15| upon its close and into CP-14; right? 15| Copeland Properties 6. At this point in time, Copeland
16 A __ Correct. 16| Properties 3 probably owed Copeland Realty 3- or
17 Q  And the projection for closing on CP-3 I think 17} $400,000. And if it had cash and Copeland Properties 6
18} at this time was July of '06? 18| needed to borrow money from Copeland Realty, we may have
19 A Asofthe 22nd of April, the expected closing 19} just directly paid against the Copeland Realty loan by
20| was May 10th of 2006. 20( sending money to Copeland Properties 6, and thereby
21 Q Okay. I'm going to hand you Exhibit Number 88. 21| satisfying part of Copeland Properties 3's debt, and
22 (Plaintiff's Exhibit 88 was marked for 22| establishing a debt to Copeland Realty.
23 identification.) 23| 'Q  Sothen what ane should see on the trial
24| BY MR, PETERSON: 24| balance would be for the date of 5/11/06, a payment to
25 Q Andifyou look at Exhibit Number 88, here 25| Copeland Properties 6 of 16,331.92, a corresponding
Page 48 Page 50
1| again it's the check register from the Travis Credit 1| offsetting entry against a loan account --
2| Union on CP-3. And at the bottom we have CP-3's Ist 2 A Either a creation of a loan for Copeland
3| Centennial mortgage payment. And it says, "Coming out of | 3| Properties 6 to Copeland Properties 3 or the payment of a
4| 1st Centennial." 4{ Copeland Realty loan, accordingly.
5 So was this a situation where the government 5/ Q Okay. Butit would make four entries to
6| was direct depositing rent payments? 6| satisty the bookkeeping system; correct?
7 A Idon't know. 7 A It would take at least two; it would take a
8 Q Youdon't know. 8| debit, which is what this is, and a credit to something.
9 But at any rate, you were taking money out of 91 Q But this is a direct payment for somebody
10( CP-3 at this point to put into [st Centennial {o make the 10| else's obligation. In other words, it seems to me that
11{ mortgage payment; right? 111 what you're saying is that this would be a repayment of
12 A No. What I believe this is telling us is that 12} Copeland 3's debt to Copeland Realty, and yet, you know,
13| we had switched banks from Travis Credit Union to 1st 13} there isn't anything in the books for Copeland Properties
14] Centennial Bank, and we were just using the same stubsto  |14| 6, so you'd have to have at least two transactions to
15| record it. 15| cover it; right? You'd have to create an account -- you
6] Q Well- 16| mean you're paying somebody else's obligation here?
17 A Butyou're right, this may have been a transfer 17 A It may be just one entry. I'm telling you, it
18| from Travis to I1st Centennial because the mortgage 18] may be just one entry or it might be two entries.
19| payment was now being directly taken from 1st Centennial. |19 Q Okay. I'm trying to find out how --
20 Q Okay. 20 A When1 look at this -- I assume we'll get to
21 A Tcan'ttell for sure from this, 21| the general ledger.
22 Q But you don't know whether there was a direct 22  Q Yeah, at some point.
23| deposit coming from FEMA into Travis at this point? 231 A When we get there, then I'll be able to answer
24 A Idon'tknow from this document. 24| your question.
25 MR. PETERSON: 39. 25 Q  You'll be able to identify -- okay. Your
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Page 51 Page 53
1| general practice would have been if Copeland Properties 3 11 Q Ifyoull turn to the second page of the
2| was paying money to Copeland Properties 6, in effect in 2{ document Exhibit Number 89, and you'll see a check that
3| repayment of a Copeland Realty obligation, how would you | 3| was written out of the Travis CP-3 account of May 11th,
4| handle that bookkeeping-wise? 4[ 2006. And it says, "Note payable $30,000," and it says
5 A One of the two ways that [ just told you. We 5| to, "CRL" That is the Copeland Realty, Inc.?
6| may have set up a loan initially to Copeland Properties 6 A Correct.
7| 6, therefore, there would be that loan created, then that 7 Q That's a repayment then to them?
8| loan closed by paying Copeland Realty. Or we may have 8] A Yes.
91 just made this as an entry against the Copeland Realty 21  Q Then that would show up on the books as an --

10| debt. The same bookkeeper was doing Copeland Properties |10 obviously a credit out of the cash side and a debit off
11 6, Copeland Properties 3, Copeland Properties 12. And 11/ on the loan side?
12| she had the flexibility, as long as she kept it clear 12| A Yes.
13| where we could understand it, to take as many shortcuts 13 Q  Exhibit Number 31, it's a letter from your son
14| in the bookkeeping as made her job easier. 24| on Copeland Realty, Inc. letterhead; correct?
15 Q  Says here, "Copeland Properties 9 is the next 15 A Yes.
16| entry for 50,000." 16 Q Dated May 12th, 2006.
17 A That would have been the same type of 17| A Yes.
18| situation. 18] Q Andit's addressed to the Copeland Properties 3
19 Q Samessituation. Basically paying back the 19} limited partners. It says, "That the buyer has verbally
20| Copeland Realty debt by making a payment to Copeland 20| communicated with us that he intends to extend the escrow
21| Properties 97 211 one more time, and then close escrow on July 10th, 2006."
22 A Probably. 22 And escrow did close. All the money that they
23 MR. ZIPRICK: Could we ask one question? 23| put in, then, was hard money; correct?
24 MR. PETERSON: You can ask -- 24 A That would be my assumption, yes.
25 MR. ZIPRICK: Before we move beyond this, is 25 Q Do you recall, was it -- did it go all the way
Page 52 Page 54

1| who would have been doing the bookkeeping on the 1| to July 10th until you found out they weren't going to

2| transactions within the Copeland organization to keep 2| close?

3| these accounts straight, these various entries, offsets. 3 A Tdon't know.

4 THE WITNESS: Our primary bookkeeper for the 4 MR. PETERSON: Exhibit Number 90.

5| Copeland Properties was Gail Osborne. 5 (Plaintiff's Exhibit 90 was marked for

6 MR. ZIPRICK: G-a -- 6 identification.)

7 THE WITNESS: --i-l. 7| BY MR. PETERSON:

8 MR. ZIPRICK: With an E at the end, or no E at 8 Q Here again, Travis check register, okay, for

9| the end. 9! CP-3. And at the bottom it's got a notation. T don't
10 THE WITNESS: I believe with an E at the end of 10| know if it means anything. "Accidentally paid partial
11{ Osborne. 11| July rent of $11,200." What? It says "FEMA mistake."
12 MR. ZIPRICK: Does she still work at Copeland? 12 A Yes.
13 THE WITNESS: No. 13 Q  What's that all about?
14 MR. ZIPRICK: Do you know where she is now? 14 A Idon't have any recollection what this
15 THE WITNESS: Yes. 15{ would be. My best guess would be that we collected the
16 MR. ZIPRICK: Where is she now? 16| FEMA rent, and it was for -- they sent us a payment for a
17 THE WITNESS: She works for -- it's a law firm 17| period beyond when they had a lease obligation, and we
18| here in town. 18( had to return a portion of the rent that they had paid us
19 MR. ZIPRICK: Do you know the type of firm. 19| for the period that was beyond their Iease obligation.
20 THE WITNESS: Yeah. They're over on Orange 20 Q The next page over, then, it says, "On June
21| Tree. It's similar to your type of firm. It's -- 21| 30th, 2006, transferring over FEMA rent partial payment
22 MR. ZIPRICK: John Mirau? 22| to Ist Centennial"; is that correct? Would that be --
23 THE WITNESS: Yes. 23] A Yes.
24 MR. ZIPRICK: M-i-r-a-u. 24 Q  And that would be in the amount of 72,991.25?
25| BY MR. PETERSON: 25 A Correct.
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Page 59 Page 61
| Real Estate Purchase Agreement. This was a document you |{1{ into a Real Estate Purchase Agreement to buy this
2| provided to the bank; correct? 2| property?
3 A I would dssume so, yes, 3 A Correct.
4| Q Thisis also relating to a Joan that you 41  Q Okay. And how were you going to pay for this
S| obtained on behalf of CP-3 from Pacific Western Bank for 5| property at that time that you entered into this purchase
6| $1.8 million; is that right? 6| agreement? What was your intention?
7 A That's correct. 7t A Our intention was to raise funds from investors
8 Q  And the purpose of the loan was to buy real 8} to purchase this property.
91 estate in North Carolina, which -- and Wendover, 9 Q Okay. How long of a window did you have to
10| Greensboro -- I'm sorry, is it Wendover -- I'm sorry, 10} purchase the property?
11| Greensboro, North Carolina. Where do I get Wendover? 111 A Onpage 3 of the document that you've shown me,
12| That's the name of the Texas partnership, I guess. 121 jt discusses the closing. And the closing shall be no
13 But it was the land -- it was 6103 Landmark 13| later than 30 days after the expiration of the due
14| Center Boulevard in Greensboro, North Caroling; right? 14| diligence period. And then we had two 30-day extension
151 A Correct. 15| potentials in it.
16 Q  And that was the primary purpose of the loan; 16 So whenever the due diligence period was
17§ correct? 17| finished, there would have been a total of 90 days after
18 A That -- yes. 18| that date for the purchase of this property. Soata
19 Q That was predicated upon -- that loan was 19} minimum, it would have been November 25th of 2006, plus
20| predicated upon the sale of CP-3's sole asset, being the 20| whatever length the due diligence period was.
21| Rancho Cordova property; right? 21 Q Daes the document provide for the two due
22 A Please say that again. 22| diligence periods?
23 Q  CP-3 -- most of your partnerships were sole 23 A I'm sure it does.
24) asset entities; right? 24|  Q Okay. Do you see the paragraph in which it
25| A Single asset. 25| provides for it?
Page 60 Page 62
1| Q Single asset? 11 A Notyet Itappears to be on page 4. ’
2| A Yes. 2| Q Okay.
3 And CP-3's asset, it was a single asset 3 A We had until September 15 for the due diligence
4| partnership; right? 41 period. So the closing would have been 90 days after
5] A That'sright. 5| September 15th, which I would have concluded would have
6 __6 And its asset was a property up in Rancho 6| been around December 15th, 2006, for the closing of this
7| Cordova, California? 7| property.
8 A Correct. 8 Q  Absent any extension; correct?
S Q  And that's the property you sold to Tri Tool? S A No, that's with.
10 A That's correct. 10|  Q Allthe extensions?
11| Q My client. 11f A With the extensions currently allowed in this
12 And the loan, the $1.8 million loan was 12| document.
13} predicated essentially upon -- or its payment was 131  Q How much money did -- and I guess it was
14| about -- predicated upon the sale of the property to my 14( Copeland Realty, Inc. that entered into the contract.
15} client; correct? 15 And how much money did you put down?
16| A  The expected payment of this loan was going to 161 A Onpage 2, paragraph B-1, it says we put down
17| be from the proceeds that would come from the sale of the 17| $50,000.
18) building to your client. 18 Q Okay. And then after the due diligence, you
19 Q  And the Real Estate Purchase Agreement here 19] had to increase that amount?
20| was -- is dated the 25th of August, 2006, which 20 A Tdon't know what took place from this document
21| essentially was after the escrow fell out from the second 21| after the due diligence.
22| buyer of the property, okay, up in Sacramento, and before 221 Q Itsays -- the next paragraph down it says,
23| Tri Tool entered into a contract, and the date that Tri 23| "Upon completion” -- it says, "Upon completion of the due
24 Tool entered into the contract, I believe, was November 24| diligence period, and if buyer elects to proceed with
25( 1Ist, 2006, okay. In the middle of that time, you entered 25| this transaction, buyer shall deliver an additional
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Page 75 Page 77
1 A Whether it's housekeeping or not, I think we 1| off the loan.
2| probably had them dated earlier. She had told me she 2l Q Right
3| wanted it do it, [ made the transfer, and then eventually 3 A It transferred the equity of those who were
4| we got a document. [ always prefer the actual date of 4| going into the CP-14, CP-18 into there from CP-3.
5| the signature to be on it rather than any other date. 5/ Q IfTri Tool hadn't closed -- I want you to
6 Q In fact -- 6| assume for a minute that Tri Tool had not closed its
7 A So this is the date she signed it. 7| purchase of the property, okay. CP-3 would have still
8| Q Infact, the loan on here for 1.8 million 8| had the debt to pay by the end of April; right? Or maybe
9| basically took all the equity out of CP-3 when it was 9| it was June 1st. It was a single pay note.
10( made, and then it was repaid from the escrow and closed 10 A Correct.
11| on April 6th of 2007; correct? 11 Q Okay. It was a single pay note that was, [
12 A Idon'tthink so. I don't think it took all 12 think, due in June?
13 the equity. i3 A Correct.
14 Q  Well, it took more than all. I think it 14 Q Yeah, okay.
151 took -- according to the balance sheet, it left a net 15 If the escrow had fallen out for Tri Tool, CP-3
16| negative equity in the property. 16| would have had this obligation?
17 A A book negative equity. 17 A CP-3 had that obligation whether Tri Tool
18 Q How is that -- how is that then booked for 18| closed on the transaction or not.
19| CP-3? I mean, money came out of CP -- CP-3 borrowed 19 Q That's true.
20| money, 1.8 million, ended up with 700- -- or 1.795 with 20 On June Ist, if Tri Tool hadn't closed on April
21| 5,000 in points and closing costs of a loan. And that 21( 5th, CP-3 would have had to pay the promissory note?
22| money went to CP-14, so it'd take down the Greensboro 22 A CP-3 would have had that note payable. How it
23| property; right? 23| would have dealt with it, I don't know.
24 A Tt bought an asset, an investment in CP-14. 24 Q Okay. Butat that point, CP-14 had $1.8
25{ And it borrowed money to buy that asset. Had no affect 25| million worth of CP-3's money?
Page 76 Page 78
1{ an the equity. 1 A Had $1.8 million provided to it by CP-3, who
2 Q So CP-3, then, as far as it was booked, ended 2| had borrowed it from Pacific Western Bank.
3| up with an investment in CP-14 -- 3] Q Right
4 A Correct. 4 If you'll look at Exhibit Number 33 for me.
5 Q --to the tune of $1,795,000? S| And for the purposes of the record, it's an -- appears to
6 A Or 1,800,000. 6| be correspondence written on Copeland Realty, Inc.'s
7 Q Well, yeah. In fact, a little more than that 7| letterhead, bears Donald E. Copeland's name, and appears
8| because I think the payoff on the loan included, you &| to be his signature. It's to the limited partners of
9| know, at the end of the day was 1,827,000 or something 9| Copeland Properties 3.
10} like that. 10 Is that your son's signature?
11 A Okay. I assume you're correct. 11 A Yes.
12 Q  There was a 22- or $23,000 payment that was 12) Q Okay. Inlooking at the document, you're
13| made by Copeland Realty -- we'll look at this documentto |13} talking about the sale of the Rancho Cordova property,
14| get the right number -- for interest. It appears to have 14| expected to close March 15th of 2007. The letter is
15| gone into escrow. Do you recall that? 15| dated November 6th of 2006, approximately a week before
16 A TIdon'trecall it, but it sounds reasonable. 16| you had identified, at least for this seller of the
17| Q And then the escrow paid off the loan in its 171 Greensboro, North Carolina property, okay, that CP-14 was
18| entirety? 18| going to be the purchaser. And you talk in this letter
19 A Ibelieve the loan was paid from escrow, yes. 19/ about, "We will create a specific cash plan for all
20 Q Effectively, that transfer, Janet Ihde's 20 investors."
21| interest, Dr. Eure's interest, and the other limited 21 And you're saying once the due diligence date
22) partners' interest, all except for, I believe, 22} of 12/15/06 had passed. Does that mean Tri Tool's due
23| Ms. Franklin, into CP-14; is that right? 23] diligence date?
24 A I think it was more than just Ms. Franklin. 24| A Yes.
25| But it was -- it transferred the equity of - by paying 25| Q Okay. What were you referring to or what was
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Page 79 Page 81
1| being referred to as the "we will create a specific cash 1 MR. ZIPRICK: Is it possible you didn't meet
2| plan"? 2} with them?
3| - A For each investor? 3 THE WITNESS: It's possible I didn't meet with
4 Q Uh-huh. 4| them. It's not possible I didn't discuss it with them.
5 A Meant we would talk with each investor, decide 5 MR. ZIPRICK: Okay.
6| what they wanted to do with their cash from this sale, 6 THE WITNESS: Whether it was a meeting in
7| and create a plan for each investor specifically. 7| person or a conversation over the telephone.
8 Q  Which you included also CP-14; right? 8 MR. ZIPRICK: Would there be any documentation
9| A __May have or may not have. 9] anywhere that you know of that you talked to them on the
10 Q Well, it seems like everybody rolled into 10| phone or met with them?
11| CP-14, except for Ms. Franklin, I think, and potentially 11 THE WITNESS: No.
12{ Dr. Bricker. I think he ended up in Copeland Fixed 12 MR. ZIPRICK: Okay. That's my short questions
13| Investment 2; is that right? 13| on that area.
14 A Ithink so, yes. 14 MR. PETERSON: 93.
151  Q At least part of his investment? 15 (Plaintiff's Exhibit 93 was marked for
16 A Yes. 16 identification.)
17 Q  Other than those two, the rest of them ended up 17| BY MR. PETERSON:
18| in CP-3? 18; Q This is a-- purports to be a cash basis
19 A Correct. 19| balance sheet for Copeland Properties 3 as of December
20 Q Imean CP-14? 20| 31st, 2006. This was a document I received from the
21 A They were all in CP-3. 21} receiver. Is this a -- do you recognize this?
22 Q Right. And ended up in CP-14, except for those 22 A This looks like a QuickBooks summary of
23| two? 23| Copeland Properties 3 assets and liabilities, cash basis,
24 A Yes, yes. 24| as of December 3 1st, 2006. Looks like it was printed at
25 Q Okay. 25| 4:38 p.m. on February Sth, 2007.
Page 80 Page 82
1 MR. ZIPRICK: I have a question while you're 1 Q Okay. And if you recall, that was about the
2| looking. 2| time that you were getting a loan from Pacific Western
3 MR. PETERSON: Do it. 3| Bank for $1.8 million. If you'll take a moment and look
4 MR. ZIPRICK: As you talked with the CP-3 41 at some of the correspondence, they're asking for
5| limited partners, do you have any notes regarding 5| financial statements. And you're referring to Exhibit
6| conversations with any of them? 6| Number 77 at this point. And go to the last panel or the
7 THE WITNESS: No. 7| second to the last panel, you'll see correspondence in
8 MR. ZIPRICK: Do you have any record of talking 81 the form of an e-mail string.
9| with any of them? 9] A [Iseeit.
10 THE WITNESS: No. 10| Q Okay. Do you think this was printed off and
11 MR. ZIPRICK: Do you have any calendar where 11| provided to Pacific Bank for the purpose of obtaining the
12| you would have marked an appointment to talk with any of |12| loan?
13} them? 13| A This document that you just handed me?
14 THE WITNESS: I have an electronic calendar, 14 Q Yes.
151 but it does not go back this far in the records. The 151 A No.
16| potential source of a calendar might be the -- before 16 Q Pardon me?
17| moved to my new location, the FCC took a complete copy of |27 A No.
18} all of our books and records, which would have included 18| Q And why not?
19! my calendar, That was two or three years ago. And so it 19| A Because they have a document that's dated
20| may have gone back far enough to include some of them 20 January 17th, 2007 --
21| there. 22| Q Okay.
22 MR. ZIPRICK: Do you have a recollection of 22 A --that was in their file. So I'm presuming
23| meeting with any of the CP-3 limited partners in this 23} that this was the document we gave them.
24| course of this move from 3 to 14? 24 Q  Sure, sure.
25 THE WITNESS: No. 25 Is there any substantial difference between the
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Page 99 Page 101
1| settlement statement for Copeland Properties 14 for the 1| processing -- loan fees of 4,000, processing fee of 500,
2| Landmark Center Boulevard building in Greensboro, North 2| for $5,000. Which would make up the difference in the
3| Carolina. And it's dated February 15th, 2007, which is a 3| 1.8 million in the cashiers check that was cut for 1.795;
4| couple of weeks before the transaction actually closed. ¢| correct?
5 And you'll see down the right-hand side, s| A Cormect.
6! deferred payment to seller $330,000. Do you see that? 6} Q Andthe 1.795 was a cashier's check cut to
7| Item 514, summary of sellers transactions? 7| Copeland Properties 3 LP. And that was placed in a bank
8 A Uh-huh. 8| account at Centennial Bank; right?
9 Q That's the 330,000 I was talking about. Okay. 9 A [ don't know, but that sounds reasonable.
10 And what is that deferred payment to seller? 10t  Q [nCP-3'saccount. Eventually when the $1.8
11{ What was that all about? 114 million loan was paid off, it was CP-3 that paid the
12 A The seller was willing to wait for a period of 12] $5,000 processing fee along with the repayment of the
13| time for us to come up with 330,000. And they were 13} loan; correct?
14| willing to take a personal guaranteed loan from Don and I 141 A CP-3 would have repaid the loan, I belicve.
15| to doit. 15 Q  Along with the processing fee? Yes?
16 Q Okay. 16 A Along with the -- any interest due on the loan.
17 MR. PETERSON: 98. 17|  Q And the processing --
18 (Plaintiff's Exhibit 98 was marked for 18} A And the long itself. The loan is for 1 million
19 identification.) 19} 8.
20| BY MR. PETERSON: 20|  Q Right
21 Q Looking at Exhibit 98, it provides that the 21 A It-- for your description, it paid the net
22| borrowers Copeland Properties 14, and the sellers 22| proceeds plus the processing fee plus the interest.
23| Wendover, Greensboro Limited, obviously for the 23 Q  Plus the interest, okay.
24| Greensboro, North Carolina properties. And it's gota 24 You remember account numbers, business checking
25| signature block for Copeland Properties 14 and a 25| account numbers, in 2001, as being maybe Copeland Fixed
Page 100 Page 102
1| signature block for Don -- Douglas Simpkins. Douglas 1| Income 2?
2| Simpkins then was the individual that did the carryback 2| A No,Idon't remember any business checking
3| on the 300-, or agreed to defer payment for the 330,000? 3| account numbers. I doubt if I ever knew a business
4 A Idon'tknow. There should be anote for that 41 account checking number.
S| 330,000, If we saw that, that might say who approved it 51 Q Okay. And the only way that you could verify
6| on their side. But 1 don't know who was approving 6! any amounts that went in and out of an account, basically
7| anything their -- we didn't care who on their side was 7! atany given time, would basically be looking at the
8| approving things. 8{ trial balance for that particular entity and then you'd
9 Q  What is your understanding of the purpose of 9| be able to identify it; correct?
10| the buyer/seller certification? 10| A Whatever documentary evidence supports those
11 A I thought that this had to do with this escrow 11| entries, [ could look at that, and then help you
12| settlement statement, which was a preliminary glance at 12 understand what was going on with it.
13| this. And both parties were saying escrow looks right. 131  Q Okay. Icanshow you Exhibit Number 100.
14 Q Okay. 14 (Plaintiff's Exhibit 100 was marked
15 MR. PETERSON: 99. 15 for identification.)
16 (Plaintiff's Exhibit 99 was marked for 16| BY MR. PETERSON:
17 identification.) 17\ Q This is CP-3's checking account. A statement
18| BY MR. PETERSON: 18! from Centennial. And it's on the 2/20 you note there's a
19 Q Can you describe this Exhibit 99 for me? 19} $1,795,000 deposit. That would be the loan proceeds from
20 A Itappears to be documents from Pacific Western 20| Pacific Western; correct?
21| Bank regarding the 1,800,000 loan, whatever charges 21] A That would be correct.
22| charging against it, and how they're getting down to 2z  Q Okay. There's also a wire transfer from First
23} their net figure. 23| American Title Company of 300,000 on 2/2/07. That would
24 Q So they have a processing fee of 4,500, and 24| be $300,000 of the Copeland money that went hard? Plus
25| 500; correct? One is for a loan fee, oneisa 25| First American Title Company being in Roseville,
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Page 103 Page 105
1t California? 1| would have given them a wire transfer form or something
2 MR. BRUBACHER: Did you mean the 300,000 of the | 2| of that nature.
3| Tri Tool that went hard? 3 Q Okay.
4 MR. PETERSON: Yes. What did I say? 41 A Butit's possible.
5 MR. BRUBACHER: [ thought you said 300,000 -- 5 Q It was noted the Internet transfer as opposed
6| BY MR. PETERSON: 6| to the wire transfer. That's why I was --
7| Q $300,000 of Tri Tool money that was wire 7 A It's possible we had that capability. It was
8| transferred in from First American Title Company out of 8} not something that I had day-to-day activity with. Don
91 Roseville, California. 9| would have supervised that, and Gail would have been the
10 A You're talking about under the "other credits"? [20] onme who was transacting those transactions.
11 Q Uh-huh. n Q Sure. Look at Exhibit Number 47, if you would.
12| A Wire from First American Title, $300,0007 12§ Did you recognize Exhibit 477
13 Q That's correct. 13| A Idon't recognize it, per se. But it looks to
14 A That would have come from somebody, most likely 14| me to be the summary of the Copeland Properties 14.
15| what you're talking about. 15 Q Would Copeland Realty or one of your other
16 Q Uh-huh. 16 entities, would they prepare a list like this for each
17{ A Butl don't know for sure that that's the case. 17| one of the partnerships to identify who was members?
18 Q Okay. And there's a check that went out for 18 A Sometimes, Not necessarily like this for every
19| $195,000 on the 8th. 19| partnership.
20 MR. BRUBACHER: Just to be clear, you're 20 Q Okay.
21| referring to the $194,728.95. 21 A But they would have kept records in some way,
22 MR. PETERSON: To be very clear, yes. 22{ shape, or form that documented this type of evidence.
23 MR. ZIPRICK: Check number 2418. 23 Q Sure.
24| BY MR. PETERSON: 24 I don't see CP-3 as being a partner on this.
25 Q And you'd be able to look at the trial balance 25 A CP-3 is not listed as a partner on this.
Page 104 Page 106
1{ ledger and give an indication from that where that check 1{ Q Exhibit Number 48, if you could Jook at that
2| went? 2| for me. Okay. And ifyou'll look at -- the page number
3| A Iwould hope so. 3| at the bottom is 26 of 26. And if you go throughout the
4 72—‘ Okay. Turning to the second page, then, of the 4| exhibit, you'll see 26 of 26 pretty much all the way
5| exhibit. We have an Internet transfer to business 5| throughout. Okay. You get to 26 of 27 on a page or two.
6| checking, 114858301, for $1,795,000. That's CP-14's 6 But look at -- do me a favor and look at -- I'm
7| account; right? 7| going to use Bates numbers, but the last three numbers.
8 A 1don'tknow. I assume that would be correct, 8| 388, if you look at that page. And look at 390.
9} but I don't know. 9 The Limited Partnership Agreement that we
10| Q Okay. And you assume that to be correct 10| marked as Exhibit Number 87. And if you go to page 25 of
11{ because the money came from -- the cashier's check was 111 26, and you look up at the top of 25 and 26, and it's got
12| deposited into a -- into CP-3's account and went from 12| a-- you know, enter this blank day and blank 2006 at -~
13| CP-3 out to CP-14? 13! or executed on this blank day, and then the managing
14 A That would have been the plan. 14| general partner, which would be Donald Copeland, and then
15| Q And it would have been through an Internet 15| the limited partners underneath.
16| transfer? 16 Was there more than one limited partnership
17| A Yeah. Internet transfer, wire transfer. The 17| that was put together on the 22nd of April of 20067
18| bank would have handled it. 18 A 1doubt it, but I don't know for sure.
19| Q Okay. Did you -- at this time, did you have an 19 Q Andas you go through this and flip through,
20| online service -- I mean an online account with the bank 20| you'll see quite a difference in the -- you know, what 1
21! where it would show up and show the number of accounts 21| mean. For instance, [ was going to show you 388 and 390.
22| and you could actually transfer money between the 22| You have three of the -- or four of the limited partner
23| accounts just over the Internet? 23| signatures showing up on page 388, but it looks like the
24 A 1don't think we did that. It may have been 24| same document, 26 of 27 executed 27th of April. And on
25/ possible, but I think we used the bank's facility. We 25| 390, there's four.
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1| Q Okay. This appears to be wiring instructions. 1 A Yes.
2| It says, "For trust account.” I'm assuming it's the 2|  Q Andgo to the last page of the document.
3| attorney's trust account? They handled the closing on 3] A Okay.
4| the transaction? - 4 Q  And it says CP-14 is the limited partner of 187
5 A That's what I would assume. 51 A Looks like that's correct,
6 Q Okay. And down at the bottom it has 1,710,000. 6| Q Okay. So what was the concept, as of February
7| What's that number? 71 2007, concerning Copeland Properties being the owner of
8 A Idon't know. 8| the Greensboro -- or I'm sorry, the North Carolina
91 Q Da you recognize the handwriting? 9| properties?
101 A Itlooks a little like my son's, but I couldn't 10| A  Why not just leave 14 in place? Why change it
11| guarantee that's his. _lj_ to 187
12 Q  So that's just wire instructions for CP-14 to 121 Q Yeah. What's going on here?
13| wire the money out to -- from Ist Centennial Bank -- let 13 A The bank requires a single property partnership
14| me back up, because it doesn't make any sense at this 14| o be the holder of the property that it's going to allow
15/ point. 15| to assume its mortgage.
16 Why is the wiring instructions for Copeland 16 Q Right.
17} Properties 14, why are they giving the 1st Centennial 17 A Copeland Properties 14 took Taber's property
18| Bank the account number and the routing number? 18| and owned it for a period of time until it conducted a
19 A Ithink these are both instructions that went 19| 1031 exchange on it. So Copeland Properties 14 was a
20| to the escrow, so that if the escrow was going to send 20| two-property partnership. The bank would not permit a
21| money to anybody, this is how they would send it. 21| two-property partmership; there's too much risk.
22 Q So basically, if they needed to send back to 22| Therefore, Copeland Properties 14 was formed to solely
23| Copeland Properties 14, here’s where you send it to? \_[23! own the real estate in North Carolina.
24 A Yes. 24 Q AndI'm assuming the risk that we're really
25 Q Gotcha. 25| talking about here is the bankruptcy risk, and if you
Page 112 Page 114
1 Because it would seem like in closing the 1| only have a single asset real property entity, you can't
2| transaction, the money would only flow the other 2| do areorganization. Was that the thought process?
3| - direction. 3| A T'mnotprivileged to what the bank considered
41 A Once in a while you put too much in. 4] its risk,
5 Q Not often. 5 Q  You never heard that, that that might be one of
3 Was there only one tenant at the Greensboro, 6| the primary reasons for lending institutions not to
7| North Carolina property? 7| have --
8 A Yes. 8| A TIhave not heard that.
9 Q Okay. Garden Ridge, that was the tenant? 9 Q  Soessentially, CP-18, then, was going to be
10l A Yes. 10( the owner of the property. Was CP-18, as a limited
11 Q Can you identify Exhibit Number 102 for us? 11| partner -- CP-18 was going to be the owner of CP-14, a
12 A It appears to be a partnership agreement for 12} limited partner?
13| Copeland Properties 18. 13| A Correct. As it was initialfy formed, and then
14 (Plaintiff's Exhibit 102 was marked 14| we did away with CP-14, and all the partners of CP-14
15 for identification.) 15| became the partners.
16| BY MR. PETERSON: 16|  Q And CP-3 was not a part of that mix as being a
17; Q Okay. And Copeland Properties 18, then -- I'm 17| partner?
18| sorry, what was the purpose? 18 A Not by the time we got to CP-18,
13| A Purpose was to manage the Greensboro, North 19 MR. ZIPRICK: Can I ask a question while you're
20{ Carolina property. 20| looking?
21 Q And-- 21 MR. PETERSON: Absolutely. Go for it,
22 A Own and manage, 22 MR. ZIPRICK: Are there any documents that you
23 Q Yeah. Because it says here, "The partnership 23{ have that explain what you just explained about the
24| desires to acquire certain property.” So that's the 24} concept of 14 dissolving or ending its existence, and
25| Greensboro property that 18 is going to acquire; correct? 25! then the investors in 14 becoming directly the limited
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1 Q  What you've got in your hand right now, the 1| one of two high level tax preparers that we had doing
2| exhibit you have in your hand 1077 2| partnership returns.
3 A That's right, these are the same escrow. 3 Q  And, essentially, there was the payoff on the
4 Q  That's all I was trying to do is link them up. 4| note, Pacific Western that came out of this escrow, 1.8,
5 A This is the same escrow. 5 there was interest on the loan from 4/4/07 to 4/10/07, a
3 Q  So this would -- the $100,000 would be the 6| 3,412.50. And there was interest of $20,962.50, totaling
71 $100,000 deposit that Tri Tool had placed into escrow 7{ 24,375 and some change; is that -
8| that had to be released as a part of your transaction; is 8 A That's correct, except no change.
9 that right? 9 Q Okay, no change.
10 A Most likely. 10 Okay. And then that was paid by CP-3 then, I
11 Q Ifyou'll look at Exhibit Number 44. This 11) guess, to Pacific Western on that loan?
121 appears to be the settlement statement for the close of 12| A Yes
13 the Rancho Cordova property to -- from CP-3 to Tri Tool; 13 Q Okay. And then if you look down at the bottom
14| correct? 14| you've got the $400,000 that was released to CP-3 as a
15 A Correct. 151 part of the contract; is that correct? Isn't that
16 Q Andifyou'll notice that down at the bottom 16{ what --
17| there was cash to sellers $680,924.59. 17| A That's what those -- yes,
18 A Yes. 18 Q And one of those is what we just referred to in
18 Q Okay. It says at the top, "Don, we should have 19} Exhibit 1067
20| some withholds at Business Partners. Can youcheckonit [20] A  They are not dated, but I would assume so.
21! and have it forwarded. C." Is that your writing and 21 MR. BRUBACHER: When you say $400,000, are you
22{ initial? 22| combining the 200,000 and the 100,000 and --
23 A Yes. 23 THE WITNESS: Yes, sir.
24 Q What werc you -- what were you referring to 24 MR. BRUBACHER: Okay.
25( when you wrote this note? 25 (Plaintiff's Exhibit 108 was marked »
Page 132 Page 134
1 A There is a payoff at Business Partners LLC for 1 for identification.)
2| $5 million. And we had an account there that we were 2[ BY MR. PETERSON:
3| contributing to every payment that was like that 730,000 3 Q Now looking at Exhibit Number 108, Thatis a
4| we saw on the other place, where the bank holds back some | 4| check drawn on Copeland Realty in the amount of $23,000
S| money that's our money for security on the loan. And so 5| and some odd change, but it is made payable to Pacific
6| that account needed to be closed out, we needed to 6| Western Bank.
7| request a transfer from Business Partners to us of 7 Did the bank get paid twice?
8| whatever was in that account that did not get debited in 8 MR. BRUBACHER: You're looking at Exhibit
8| escrow when they asked for their payoff. 9| Number 108?
10 Q Do you recall if that happened? 10 MR. PETERSON: I'm looking at Exhibit 108, yes.
111 A I'm sure it happened. 11 MR. BRUBACHER: For the record, I think it's
12 Q Do you recall how much? 12| $21,450.
13 A No. 13 MR. PETERSON: You have a lot better eyes than
14 Q  And where would that have been forwarded to? 14| I do.
15 A That would have been forwarded to CP-3. 15 MR. BRUBACHER: It actually says it below the
16 Q Okay. There's a lot of handwriting on here. 16| check amount, in the description.
17; I'm assuming -~ and I'm probably -- it's tax information, 17 MR. PETERSON: I gotit.
18| and that it's actually your handwriting; is that correct? 18| BY MR. PETERSON:
13 A The first part is correct, it's information for 19 Q What can you tell me about this?
20| how this was treated for tax purposes. 201 A Tcantell youit was for loan number
21} Q Okay. 21 114720001,
22 A And the second part, that it's my handwriting 22|  Q Go back a couple of exhibits and look at the
23] is not correct. 23| demand from Pacific Western, 107 -- Exhibit 107. See the
24 Q Do you recognize the handwriting? 24| loan number?
25 A Idon't recognize the handwriting. But it was 25 A 181650457.
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1} Q That matches -- then it matches the account 1| deposit. Which would have been the wire transfer from
2| number. Ifyou don't mind, I'll walk behind you. 2| First American Title Company pursuant to the escrow;
3 A Well, there's two account numbers on here, so [ 3| correct?
4| don't know what we're talking about. 4] A Yes,itdoes.
5 Q There's an account number here. S Q  And then down undemeath we have checks that
6 A And there's another here. 6| were drawn. And we have check 3445, $230,000. And I
7 Q Then there's this account number. 7| believe that's for Franklin. Okay.
8 A Yeah, those two match. 8 MR. BRUBACHER: Which check was that? I'm
9 Q Those two match. 9| sorry.
10 Okay. But the other one doesn't -- oh, you 10 MR. ZIPRICK: 3445.
11| know what, if you look at the one on the right, 11 BY MR. PETERSON:
12| 114720001, look at the bottom of the check. i2 Q 3445, uh-huh.
13 A Oh, it's coming out of that account. Okay. 13) A I don't think it comes through on your copy of
14 Q You see that? 14| these exhibits. Looks like it's cut off. It would be on
15 A It appears we paid the interest statement on 15| page -- well, no. Where it is?
16§ this, and then the escrow, three or four days later, paid 16 Q What are you looking for?
17| it out of escrow. 17 A Number -- no, no. I found it. 230,000.
18 Q SoPacific Western Bank got paid twice? 18 Q 230,000, which would be Franklin?
19 A Looks like it. Doesn't mean they kept it. 19 A 1don't know that, but it's possible.
20 Q Meaning they got your payment in this check, 20 Q Okay. And then you flip back over to the next
21| cashed your payment, got it from escrow, and then sent it 21 page. Okay. And we've got two wires to Wendover
22) back? 22| Greensboro Limited on 4/27; one is for 33,544.11 and the
237 A Possibly. We'd have to look in the books to 23| other is 333,544.11. That second transfer paid off the
24 make sure that happened. That would be a good question 24| whole back Joan from the owners, and the sale of CP or
25 for following up on. 251 the properties of CP-18; right?
Page 136 Page 138
1 Q Okay. Well, it seems strange to me that I was 1 A Tdon't know.
2| seeing -- 2 Q  Well--
3 A I think you're right. I think they were double 3 A Likely, but I don't know.
4| paid by these two documents. I just don't know if that's 4 Q Now, if you get the closing statement for --
5| the end of the story. 5| A  Whichis what?
6 Q Okay. Yeah, because here's the other part of 6 MR. BRUBACHER: Exhibit 44, is what we're
7} it 108 -- or 109 now? 7} talking about?
8 MR. PETERSON: If you'll mark this 109 for me. 8 MR. PETERSON: No, I don't think so.
9 (Plaintiff's Exhibit 109 was marked 9 MR. BRUBACHER: No, you're not, You're talking
10 for identification.) 10| about another exhibit,
11{ BY MR. PETERSON: 11 MR. PETERSON: 44 is --
1z Q T suspect what we're looking at here, 109, is 12 MR. BRUBACHER: That's for the Sacramento
13| an advise of wire transfer, okay, from First American 13| property work.
14| Trust FSB in the amount of 18,244.50 to Pacific Western. 14 THE WITNESS: It's Tri Tool.
15| So check number 108 is from Copeland Realty for 24, and 15 MR. BRUBACHER: Exhibit 105, I believe.
16| then we've got a wire transfer out. 16 MR. PETERSON: Isit 1057
17y A Which corresponds to the escrow. 17 MR. BRUBACHER: [ believe. Settlement
18 Q Yes. 18] statement.
19 MR. PETERSON: 110. 19 MR. PETERSON: Isit--
20 (Plaintiff's Exhibit 110 was marked 20 MR. BRUBACHER: Five pages from the back.
21 for identification.) 21 MR. PETERSON: I think that's probably correct.
22| BY MR. PETERSON: 22 Was that it? Did you find it?
23 Q Okay. 110 is a bank statement dated 4/30, 23 MR. BRUBACHER: Yeah, this one right here.
24| April 30th of 2007. Just after the close of escrow, it's 24 MR. PETERSON: What exhibit number is it?
25| Copeland Properties 3 LP, and it reflects the 680,924.59 25 MR. BRUBACHER: 105.
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1| BY MR. PETERSON: 1{ was filed in March showing it was dissolved effective the
2 Q Do you have 105 in front of you, Chuck? 2| end of the year 2007.
3] A Yes, Ido. 3] A Okay.
4]  Q Andifyou'll compare, I think it's on the 4|7 Q There was an income tax statement filed for
5| second page of 105 -- or the carryback is on the first S| CP-14 for yearend 2007 showing zero assets.
6| page. 6/ A Okay.
7 MR. BRUBACHER: The fifth page from the end, [ 71 Q Canyou tell me what happened in relation to
8] think, 8| CP-14 and CP-18 as --
9 THE WITNESS: What are you -- I'm on Exhibit 9 A CP-14 had as its asset an investment, a
10f 105, looking at the escrow statement. What do you want 10| partnership ownership in CP-18.
11} me to be looking at? 11 Q Okay.
12 BY MR. PETERSON: 12{ A It then distributed that ownership out to its
13 Q  Deferred statement to seller, $330,000. 13| partners proportionately and closed.
14y A Yeah 141 Q Was there any reason that that didn't just
15|  Q The 333,000 that came out here, the wire to 15| happen back in March when the closing of the property
16| Wendover Greensboro for 300-, would that cover that with | |16 occurred in North Carolina?
17| interest? 17 A I'm not sure why we didn't do it then, but we
18 A Itmight. I don't know. 18/ did it by the end of that year,
19 Q Okay. Did this -- 9] Q Okay.
201 A I can almost make that link, but I can't quite 20 MR. BRUBACHER: I'm sorry. End of what year?
21| make that link, 21 THE WITNESS: 2007.
22 Q  Sodo you know of any other reason that CP-3 22 MR. ZIPRICK: Our -- while he's looking, I'll
231 would be wire transferring $333 -- $333,544 to Wendover 23| take advantage of the moment.
24| Greensboro limited? That's who the note was owed to, 24 MR. PETERSON: Please.
25| correct, Wendover Greensboro Limited? 25 MR. ZIPRICK: Is there any record -- when we're
Page 140 Page 142
1 A That's correct. 1| loaking at say the Charles Schwab account, is there any
2] Q Isthere any other reason, other than paying 2§ record that you have -- I think you were a Charles Schwab
3| off the 330-, that that transfer would have been made? 3| broker in that relationship. Was that -- is that
4 A I don't know what the 33- is for, and that's to 4| correct, you were a Charles Schwab broker.
§| the same person. 5 A We were not a broker, we were a registered
3 MR. BRUBACHER: If you look on the page before 6| representative with Charles Schwab.
7| that, that 33- is reversed. 7 MR. ZIPRICK: What is the difference?
8| BY MR. PETERSON: 8 THE WITNESS: A broker has different licensing
2| Q Okay. See, to reverse entry? Now go back down S| and obligations. He's a stockbroker. And a registered
10| here. 10| representative has a different license and operates under
111 A Soto answer your question, I don't know of any 11| adifferent set of rules.
12! other reason than the one you're suggesting it would be 12 MR. ZIPRICK: Do you have those documents that
13| there. 13| set you up as a registered representative still for
14| Q Okay. So CP-3, in effect, paid off that 14 Charles Schwab for Thde's account.
15| carryback, the seller carryback, financing for the North 15 THE WITNESS: The receiver took over the
16( Carolina property? 16| company that had those records, and has those records.
17 A Yes. 17 MR. ZIPRICK: So which company was that.
18] Q Eventually -- initially, and I was looking at 18 THE WITNESS: That was a Copeland Group, a
191 Ms. Ihde's Schwab accounts. And there -- it was reported 19| financial advisor corporation.
20| to Charles Schwab that her investment was in CP-14, which |20 MR. ZIPRICK: Okay. All right. Thank you.
21| itwas. Okay. And then eventually it was rolled up to 21 MR. PETERSON: 111 please.
22| CP-18. 22 (Plaintiff's Exhibit 111 was marked
23 A Okay. 23 for identification.)
24 Q And CP-14 was dissolved. 24| BY MR. PETERSON:
25 In -- actually, a certificate of dissolution 25 Q Have you had a chance to look at the Exhibit
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1| for this, just recognize these as transactions she might 1} A Yeah. By the end of 2007.
2| be asked questions on later, and kept them in a folder so 2 Q Correct.
3| it was easy to find them and to document. 3 MR. PETERSON: Exhibit 112.
4 MR. BRUBACHER: Isee. You told us that 4 (Plaintiff's Exhibit 112 was marked
5| bookkeeper's name already; right? 5 for identification.)
3 THE WITNESS: [did. Would you like to again? 6| BY MR. PETERSON:
7 MR. BRUBACHER: I can look in my notes. 7|  Q Lookingat 112. And this is a letter on
8! BY MR. PETERSON: 8| Copeland Wealth Management from Donald Copeland. [t
9 Q You know what, I think that's already marked as 9| says, "The general partner of Copeland Properties 18."
10| Exhibit 46. 10| Why would he write it on Copeland Wealth Management as
11 Looking at Exhibit Number 46, it's a limited 11| opposed to the real estate company?
12} partnership agreement for CP-14 that's dated September 12{ A Look at the second line in the heading. It
134 5th, 2007. And there again, we've got the 103, the 13| says, "Real estate."
14| partnership will engage in the small -- business small 14 Q s this a new company then?
15| stock ownership. But if we go back to page 3 of 26, it s A Copeland Realty changed its name to Copeland
16| says, "The original limited partners are as follows," 16| Wealth Management Real Estate some time in the process of
17| okay, and lists out the original partners. 17| this. Okay.
18 What can you tell me about this document? What 18 Q  And this is a letter that is written. It says,
19| was the purpose of having another Limited Partnership 19| "Dear custodian." Who is was the custodian?
20| Agreement dated the 5th day of September 2007 by CP-14? |20 A Whoever wrote him the letter asking for this
21 A My only belief is that that was when the Jast 21| letter, I don't know.
22| of the partners were in, but I don't know for sure. 22 Q  Well, is this Donald Copeland's letter to the
23 Q TI'msorry. Idon't understand. "The last of 23| custodian?
24| the partners were in"? 24 A Except Donald Copeland forget to put the inside
25 A All of the partners did not join the 25| address on it as to who he was sending this letter to.
Page 152 Page 154
1| partnership at the same time. 1l Q Okay. We don't know from that point. But he's
2 Q Right, okay. 2| basically saying that as of December 4th, okay, all
3 So you're saying that the 5th day of September 3| clients previously invested in the Copeland Properties 14
4| may have been the last partner that came on board to 4 have been moved over into 18, okay. That's the final
5{ CP-14? 5| step.
6 A At that point in time, apparently we knew who 6 What are the -- whose handwriting is in the
7| all these partners were. 7| upper right-hand corner? Is that yours?
8] Q Okay. So then it was after that, then you were 8! A No. That looks a lot like my son's.
9 able to take and transfer CP-14 and -- I'm sorty, just 9 Q  And can you decipher it for me, "old"
10| basically substitute 18 in; is that right? 10| something. It looks almost like --
11 A 14 at any point in time could have become the 11| A Those look to me like parcel numbers.
121, partner of 18. 12 Q Partial?
13 Q Which it did? 13 A Parcel.
14 A Yeah. Itjust wasn't necessarily -- [ don't 14| Q Parcel numbers. "Old section number"? Okay.
15{ know all of these. I'd have to have a real chart in 15| "A/C," what would that mean to you?
16| front of me to answer the question I think you're asking. 16| A  Account numbers.
17| But somewhere in the process here we were putting 17 Q Okay.
18| together all of the partners in 14, we were closing on 18 A 1don't know if it was bank account numbers --
19] the property in North Carolina, and we were making 14 the |19] I don't know -- something. '
20| partner of the 18. I don't know that all the partners 20 Q Whatever, huh?
21| were in 14 when 14 took its responsibility for the taking 21| A If we investigated enough, I'm sure there are
22| it over, becoming the limited partner in 18. 22| some records in here that have these numbers on them, and
23 Q Yeah. And then all the partnership interests 23| we can tell.
24 were just rolled up into 18, and limited partnerships 24 MR. BRUBACHER: Can I ask one question?
25| were 147 25 I just notice at the top of this exhibit it has
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Page 155 Page 157
1| a fax header. The fax line, it shows 415 telephone 1 A Correct.
2| number, which is a San Francisco area code. Did you know | 2 Q  And there, again, Joseph Dotan to record
3| a San Francisco area code, which this would have been 3| transfer to CP-14 on 2007; right?
4} faxed from, the San Francisco area code by chance? 4 A Correct.
5 MR. PETERSON: Charles Schwab. Aren't they the 5| Q And the same thing 4/6/2007, and Janet [hde --
6| custodian for [E? 6| it says to record transfer to CP-14, same date 4/6/2007;
7 THE WITNESS: I bet this -- these are -- these 7] right?
8| are notifications to Charles Schwab for the IRA accounts 8 And those are the transactions that we were
8| that were held there. 9| talking about earlier in the deposition, where you said

10| BY MR. PETERSON: 10} that there were bookkeeping entries to essentially make
11| Q Copeland had some accounts at Charles Schwab. 11| the adjustment between the foan account and the capital
12| Your son had some accounts there; correct? 12| accounts of the partnership; correct?
13 A My son -- [ have three sons. 13 A Correct.
14 Q Donald. 14| Q AndlIsuspectif we had all the pages of the
15 A Donald had some personal accounts there. 15| general journal, that we would be able to identify the
16 Q Okay. 16| others?
17 A Copeland Real Estate had some accounts there, 17 A You would be able to see the loan getting
18§ or an account there. 18| zeroed out on the books.
19 Q You had fairly significant monies in those 19! Q Okay. And I'm just going to show you this.
20| accounts at one point? 20| It's a US Return of Partnership Income of 2007. And
21 A There was, in the Copeland Real Estate 21| you'll notice that CP-14, zero assets; right?
22| Investment Fund at one point, probably somewhere between |22{ A And final return.
23] 1.5 and $2 million. If that's what you mean is 23 Q And final return.
24| substantial, then that would be correct. 24 A But not the one we sent in. It doesn't look to
25 Q Ithink I saw somewhere in the neighborhood of 25| me like it's signed. And it looks like it's got the
Page 156 Page 158
1{ $7 million at one point? | squiggly stuff at the bottom.
2 A $7 million in a Charles Schwab account. | 2 Q Exactly.
3| don't know what you're talking about. It's not ringing 3| A Itwas printed later with the correct fonts,
41 any bells to me. 4| but there's probably one that was actually filed.
5 Q It wasn't your money, huh? 5 Q That's what I just want to clarify.
3 A And I'm pretty sure none of my sons had that 6l A Yes
7| amount in there. 7 Q Asofthe end of the year 2007, Copeland
8 Q  Exhibit Number 49, if could you open that up 8| Properties 14 had no assets, everything was over in 187
9! for me. You got 49 in front you? 9] A Yes.
10 A ldo. 10 MR. PETERSON: 113, please.
11 Q I only have -- and you -~ for general ledgers 11 (Plaintiff's Exhibit 113 was marked
12| for CP-3, you said you were going to send those to me l2 for identification.) ~
13| on -- 23| BY MR. PETERSON:
14 A Electronic transfer or on e-mail. 14| Q Looking at the photocopy of the file jacket
15 Q Correct, okay. 15| that this came from, it says, "Copeland Properties 3 LP
16 But as [ go through here, and if you look at 16| client docs/journals.” Do you recognize?
17| what we do have, we're showing that on this general 17| A Irecognize that kind of file that we used to
18§ ledger, that Lillian Franklin got a check for the 18( have, yes.
19| $230,000; correct? 191 Q Okay. And ifyou'll endeavor to go through it
20 A Not on this general ledger, I don't see it. 20| with me. Look at the second page of it. Up at the top,
21 Q Ithink Isaw -- 21| it says, "Copeland Properties," the 2 is struck and
22 A Iseeitupthere. Yes,Iseeit 22| there's a 3. Is that your handwriting?
23 Q Okay. And then down underneath it we got 23 A Are you on the second page?
24| Melvin Ross. And it says it's dated 4/6/2007. And it 24| Q The second page. You'll see you're trying to
25| says, "To record transfer to CP-14"; right? 25 get this over with very quickly. I can tell.
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11 Copeland Realty, leaving the net effect of all of these, il A Yes
2| plus the existing original Copeland Realty debt where 2 Q Okay. My understanding was that both of those
3| Copeland Properties 3 still owed it $191,000. That was a 2| parcels of land -~ well, bought them from CP-3. Butina
4| subordinated loan to the distribution of capital to the 4| Cook Development Company, I think it was, in Utah was the
5| partners of Copeland Properties 3, and it could not be 5| one that sold the property to CP-3; right? Or was it -
€! paid. The partners only got their original capital 6 A Idon't remember the name, but that could be
7] contribution back, they got no more than that. And this 7] true.
8| debt got forgiven because it was a subordinated debt. 8] Q Okay. And didn't they sell two parcels to
2{ BY MR. PETERSON: 9| CP-3?
10 Q At the end of the day, then, after we closed 10 A No. They sold one parcel to CP-3. And then
11| escrow, Copeland Properties 3 was upside down 11| later they wanted to sell the other parcel. And we
12| $191,410.687 12| thought for CP-3 being able to sell its property would be
13 A Yes. 13} good to have control of it, Copeland Realty bought it.
14 Q When I say "upside down,” I mean in the 14 Q Okay.
15| negative. 1s A And then Copeland Realty transferred it to CP-3
16| A That's correct. 16| for its cost when we did the sale with Tri Tool.
17 Q Looking at the nex1 page, CP-3, what does this 17 Q Okay.
18| page here convey? 18 A But CP-3 didn't have the money to buy the land.
19 A These are journal entry 2, 3 and 4. In our 19  Q Yeah, okay. Was that -- was that parcel,
20| records they precede journal entry 5. 20( then -- was that a parcel that was north of the building,
21 Q That's generally the way it works, doesn't it? 21| do you recall?
22 A Sometimes; not always. 221 A It almost surrounded the building. It was on
23 Okay. And so the first one, journal entry 2, 23] two sides of the building.
24/ is trying to record the escrow that you saw. Okay? 24 Q Yeszh.
25( We're closing out the value of the property. 25 MR. PETERSON: Just off the record.
Page 172 Page 174
1 Q Okay. 1 (Brief recess.)
2 A We're closing out the -- well, it's debiting an 2 MR. PETERSON: Let's go back on the record.
3| account for tax purposes that we're creating, cost of 3| BY MR. PETERSON:
4| property sold, and closing out the original cost in land, 4 Q 1didn't know how much you got into that
5| the original cost of the building, the original leased 5| background or the politics or any of that.
6| equipment cost, the accumulated depreciation for the 6§ A No.
7{ leased equipment, the accumulated depression for the 7| Q Butit's pretty amazing over there.
8| building, the original loan fees, the accumulated loan 8 Let's turn to the next page. Its -- and I
9| amortization expense, the accumulated depreciation on the 9| think we've seen this, except I don't think we had the
10; loan amortization expense, and the loan fee expense that 10| numbers on the right-hand side. We saw this on this
11} we had in there. 11{ document in a prior exhibit. And over here in the
12 And so all of that comes together to create one 12| right-hand side we got some numbers. Can you explain the
13| side of a sale entry, which is the cost of the building 13| numbers for me?
14| that we sold. There's a journal entry 1 that's not here, 14 A The 9.9 million is the sale price.
15| which I'm assuming creates the income side of that sale. is| Q Ubh-huh.
16| And then down here we bought an additional piece of land. |36] A  The 7.7 million is the number we just looked
17 Q Okay, okay. 17/ at, at journal entry number 2.
18 A And that's clearing that out. Then there's 18 Q  Okay. It's the third one that I'm --
19| some sales proceeds and interest expense that were put in 19 A The 461,935, I'm at a loss for --
20{ the journal entry. 200 Q Okay.
21 Q That's why I said -- it's a little piece of 21| A --rightaway. And then it's showing a gain.
22| curiosity. There's additional land that was purchased. 22 Q  And the gain we're showing, is that an income
23 A Okay. 23] tax type of number? Is that --
24 Q There were two parcels of land that Tri Tool 24 A Yeah, it's not accurate. But whoever wrote it,
25| bought? 25| this is not the accurate numbers. But this is what they
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1 When we come down to under 2020 notes payable 1 MR. PETERSON: Are you on the general ledger;
2| to CRI, you got on the left-hand side -- I'm sorry, you 2| right?
3| got on the credit side, increasing the liability owed to 3 MR. BRUBACHER: General ledger, December 31,
4| CRI approximately about 90 -- $95,000, right, during this 4] 2007, is the first page.
S| period? £ MR. PETERSON: No, we're not. We're on
6§ A Yep. 6| different pages.
71  Q Then the lefi-hand side, we've got partial 7 MR. BRUBACHER: I'm sorry. That's my fault.
8| payments on the note payable. Okay. 8| I'm on the second page of it.
9 Let me -- and we've got three partial payments 9 MR. PETERSON: Thank you. That really threw
10/ that says, "a note payable.” 10 me, because I was trying figure out where you were.
1 Was there more than one note -- [ mean, did you 11 THE WITNESS: Okay.
12| actually have formal notes that you kept? 12 MR. PETERSON: It's where we were talking
13 A No. 13} about --
14 Q Okay. It was all accounting transactions? 14 MR. ZIPRICK: Note receivable, 1414.
15 A Yes. 15 MR. BRUBACHER: Yep. It says, "General journal
16 Q Okay. 16{ April 6th, 2007," the number "GJ 406."
17 'MR. ZIPRICK: Canl interject a question? 17 MR. ZIPRICK: Yes, | see that.
18 MR. PETERSON: Sure, you can. 18 MR. BRUBACHER: To record transfer to CP-14.
19 MR. ZIPRICK: IfI understand it right, then 13 THE WITNESS: Yes.
201 the note on this ledger is created from CP-14 to CP-3 -- 20 MR. BRUBACHER: $1,750,000.
21 THE WITNESS: Yes. 21 THE WITNESS: Uh-huh.
22 MR. ZIPRICK: -- in a general ledger. 22 MR. BRUBACHER: That's the entry that you're
23 THE WITNESS: There's not a formal note, but 23| talking about which accomplished the transfer of the --
24 the general ledger constitutes a note. 24 THE WITNESS: No. That's what I described
25 MR. ZIPRICK: Is that note in existence today? 25| earlier as deficiencies in my bookkeeping staff.
Page 184 Page 186
1 THE WITNESS: No. That note was paid by 1 MR. BRUBACHER: Why do you think that's a
2} transferring that equity in CP-14. That note was 2§ deficiency?
3| converted to equity in CP-14, and that equity was 3 THE WITNESS: Because that should be 1 million
4| transferred to the limited partners of CP-3. 4] 795.
5 So CP-3 partners own now today equity in CP-18 5 MR. BRUBACHER: Why do you think that?
6! equal to the amount equal to or greater than that million 6 THE WITNESS: Because there was no transfer to
7] 8 note. 71 Copeland Properties 14 of 1.705. The full amount of
8 MR. ZIPRICK: Okay. 8| 1,795 was transferred. And so this was a mistake that
9 MR. BRUBACHER: And is that reflected in the 9| gets correct later.
10| item number 1414, where it says, "General journal April 10 MR. BRUBACHER: Just to maybe clear something
11} 6th, 2007"7 11| up here a little bit. If you total the investments of
12 MR. PETERSON: Where are you at, Marshall? 12} the limited partners who received CP-14 interests, they
13 MR. BRUBACHER: I'm on the first page of the 13| total to $1,705,000, not $1,795,000.
14| general ledger. 14 THE WITNESS: To answer that, then we could
15 MR. PETERSON: Page 1. 15| look at the other side of this GJ 406 and we can go to
16 MR. BRUBACHER: [t's on the first page of the 16| the capital accounts. And if it was truly the transfer
17} general ledger, 1414. 17| of equities, it's going to be in GJ 406 in the capital
18 MR. PETERSON: 1414 on page 1. That's the 18| accounts.
19| problem. There it is. 19 MR. BRUBACHER: Okay.
20 MR. BRUBACHER: Thete's a general journal dated |20 THE WITNESS: Isee a GJ 406 in Ihde's capital
21 April 6th, 2007. It says, "GJ 406." To record transfer 21| account, and so you may very well be correct. 1seea GJ
22| to CP-14, $1,705,000. 22{ 406 in Sandra Hayes's account. And so it appears that we
23 MR. PETERSON: Shoot. I'm not -- I'm not 23| transferred 1.705 as an equity transfer to them.
24| tracking with you. 24| BY MR. PETERSON:
25 THE WITNESS: I'm not tracking with you either. 25 Q Okay. And so that basic --
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1 A Leaving 90,000 to be done. 1| you saw earlier -- and this is general journal entry 102,

2 Q  Chuck, if you go back and -- again, and look at 2| is the first one.

3| the dating on it. If you look at the date here. It says 3l Q Sure.

41 check 3/1/2007, okay, that's one day before -- that's one 4 A And that 94,000 -- or I'm sorry, general

S| day before the closing of the North Carolina properties, S| journal 406.

6| which closed on 3/2/2007. And I think check was probably 6 Q Isn't that the 50,000 that went into the --

7] in actuality a wire transfer. 7| A It'snot--no. The two of them together are

8 And it says, "Online transfer 1,795,000." So 8| journal entries to increase the Bricker's investment in

9| what happened here was, it appears that the monies moved 9} Fixed Income 2.
10} from CP-3 to Copeland Properties 14 on 3/1/2007. And 10 Q Right.
11| then moved from there to Greensboro, North Carolina --is |11 A And then the third one is cash to finish it
12 it Greensboro? -- to close CP-18? 12| off. So we had earlier a --
13 A Correct. 13 Q There'sa--
14 Q Okay. And then we've got the next dating down 14 A -- note payable.
15| here of 4/6, the date of the closing of the second escrow 15 MR. BRUBACHER: JE 5.
16| orthe Tri Tool escrow. And we recorded this transfer of 16 THE WITNESS: Yeah. On journal entry 5,
17| 1.705, and if you look back, that would match up to what 17} there's a note payable of Copeland Fixed Income 2 of
18| we talked about earlier, was the transfer of those. And 18| $94,000. And that's getting closed out and getting
191 so what that's being credited back against is essentially 19| credited to Bricker's account as part of its
20| the loan for 1.795; right? 20( distribution. And then 50,000 is getting closed out and
21 A It's reducing what CP-14 owed to CP-3. 21| getting credited to Bricker's account.
22 Q But there's got to be another entry. 22( BY MR. PETERSON:
23 A There's another 90,000 left. 23 Q Itsays, "Check.” And so there was a check
24 Q This program won't allow you to become 24| that was issued to Copeland Fixed Income 2 for 71,000
25| unbalanced? 25| that's part of the Bricker distribution as a result of

Page 188 Page 190

1 A Correct. 1) the --

2 Q  You can make mistakes and put it in the wrong 2 A Almost. It was a check issued to Peggy and

3| place? 3| Leonard Newman for $50,000, because they were investors

4 A But there's an offsetting entry to this 1.705. 4 in Fixed Income 2. They got that, and Bricker's got

5{ That's what Marshall was talking about. If you go to all 5| their equity in Fixed Income 2.

6| the capital. 6 Q Okay. Okay.

7 Q The $90,000? 7 A Then there was a note paid off for 94,000. And

8 A Well, the 90,000 is going to come later. It's 81 a check actually sent to Fixed Income 2 for 71,000.

2| not here. 1.705 is what was the addition of all of the 9 Q Okay.
10| limited partners that had equity coming to them on the 10 MR. BRUBACHER: Can I ask a question, Rollie?
11} close of the Tri Tool purchase. 11 MR. PETERSON: Absolutely.
12 Q Okay. 12 MR. BRUBACHER: This is a little bit confusing.
13 A The remaining 90,000 hasn't been given to 13| You said there was a note paid off for $94,000. If you
14| anybody yet. That's going to go to Copeland Realty in 14| look on the page just before that, under "note payable
15| the settlement of all of its debt. 15| CFI-2,2085."
16 Q The long and short of it was, is that the 16 THE WITNESS: Yes.
17¢ $1,800,000 was -- went to CP-18, so that CP-18 could 17 MR. BRUBACHER: It shows -- and if I'm reading
18| close the property in North Carolina? 18] this correctly, that CP-3 is issuing a note in the amount
19 A Correct. 19| of $94,000 payable to CFI-2, Copeland Fixed Income 2; is
20 Q Ifyou go down to -- let's see, Neal Bricker 20| that correct?
21| now on 3860. And we were talking about Neal Bricker a 21 THE WITNESS: That's correct.
22| little bit earlier. And we're showing here the -- to 22 MR. BRUBACHER: So then when we flip over to
23 reclassify draws to capital. What does that mean, a 23] the next page, we got this -- what we were just looking
24| general journal entry of 1 /1/2007? 241 at, we got a $94,000 debit entry to Dr. Bricker's capital
25 A Well, this is a general journal entry, so if 25{ account.
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May 3, 2005
RE: Copeland Properties Three L.P.
To:  All Limited Partners

In November IRS gave notice of its intention to leave our building May 3, 2005 and they have
done so. This check is the last distribution that will be available for the foreseeable future. In
December of 2004 we contracted with CBRE in Sacramento, which is a large commercial
leasing firm, to help us in our search for a replacement tenant. They have shown the property
several times and are actively marketing it.

As General Pariners our pledge to you was for us not to profit unless the T.imited Partners
received at least 6% retun on (heir investment each year. Exhibit A shows the distributions paid
out to each Limited Partner, including this month’s check, have provided a 6% retun threugh
November 25, 2005. It is our mtention 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 Partnership
irterest in accordance with Exhibit B. There will not be any requests for Limited Pariners to
make a payment until after November 25, 2005.

Copeland Realty will make a subordinated loan to the Parnership to cover all costs until the
property covers its costs. This loan will be subordinated to the first mortgage and to all Lunited
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 a meeting of all interested Limited Pariners.

This is to go over our planning and your options in more detail.

Sincerely,

x5

Donald E. Copeland

ilo-1"T
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Exhibit A
Total Partner Contributions: $2,150,003.88
6% Return of Confributions: $129,000.23
divided by 12 months equals: $10,750.02 per month
Total Year to date Partner Distributions: $179.166.99
divided by $10,750.02 equals: 16.67 months

At the amount already paid to the Partners, it will take 16.67 months from the date w=
closed on the property, July 7™ 2004, for the retum to get to 6%.

18
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Exhibit B
Purchasc Price: 100% of your Investment,
Terms: 6% interest only for one year, then al} due

and payable.
{special terms for New Tax Free Exchange
for those wantiug one.)

Option: Can buy back in during this one year period.

o4
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State of Californja | 200609800010

Secretary of State | FILED %0

Kevin Shelley in the office of the Secretary 0
of the Stale of Cafifamia
: , ' APR - 4 2006
CERTIFICATE OF LIMITED PARTNERSHIP
A $70.00 Tiling fee must accompany this form,
IMPORTANT ~ Read instructions hefore completing this form
" This Space Far Filing Usa Only
1. Name of the liriled partnership (end ths name wsth the words “Limited Parinership” or ihe sbbreviation "L.P7}
COPELAND PROPERTIES 4 . L.P.
2. Sirewt address of principal executive office Chy and stata Zip cotle
25808 BUSINESS CENTER DRIVE SUITE #F REDLANDS CA 92374
3. Svreel address of Ciliformia office where records are kept City Slate Zip code
25809 BUSINESS CENTER DRIVE SUITE #F REDLANDS CA 92374

4. Complete if limited partnerchip was formed prior {0 July 1, 1984 and )s in exisfence on the dale this cariHicate Is executed.
with the reconder

The odginal fmited parinership cerlificate viss recorded on
of ) couhty.  File or recondation number.

5. Name ths agent for senvice of process and check the appropriate provisioh below:
DONALD E, CORELAND

K] an individual resldlng In Califamnia, Proceed {o ftem 8.
[J a comaration which has filed a certificate pursuart to section $505. Proceed toitem 7.

. which is

6. lfan indlvidual, cormplele the Califamla address of the agent For senvice of procass:
Address: 25809 BUSINESS CENTER DRIVE SUITE $#F

CiyRREDLANDS _State: GA Zipcede: 92374

7. Names and addresses of sll peneral pariners: (Altach additional pages, If necessary)
A. Name: COPELZND REAJ.,TY INC
Address: 25809 BUSINBSS CENTER DRIVE SUITE #F

City: REDLANDS State: C3 Zipcode: 92374
B. Name:

Address:

Ciy: Stats: ] Zip code:

8. Indicate ihe pumber of general parlne{s slgnatums reqjuired for Nling uerbﬁcates of amendmen, restatement, merger, dissofution,
coentinuaflon snd cancaliation. 1

9. Other matters 1o be n¢iutied in this certificate may bs set forth un separate atiached pages and.are made a part of this ¢¢rtﬂ' cate.
QOther matters misy Include the purpose of business of ths limiied partnership (e.g., “Gambling Enterpise’).

ted this instrument, which execullon Is my actand dead.

10, 1de at
< R ————— PRESIDENT OF C_QPELRND RERLYY, INC., GP

Signsttira of Authorized Person Pasiton or THe of pAuthorizéd Person
DONALD E. COPELAND Ao 3 ~g4 '
Type or Print Nama of Authorized Paraon . Date. L.
Signature of Authorized Persoh Position or TUe of Authorized Person \
Type or Print Natne of Authorized Person » Dale

LP-1 (REV, 12/2003) Approved by Secrelsry of Slale

STF CA31268F.%

A JTEXHIBIT 2 L

WWW.DEFOROOK.COM

Deponent_m 7ZC-CP 70
Datem%ﬁ-m—(—'—
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REAL ESTATE PURCHASE AGREEMENT

THIS REAJ.ESTATE PURCHASE AGREEMENT (the “Agreement”) is made and entered
into as of the day of August, 2006, by and between Wendover Greensboro, Ltd., a Texas

limited partnership doing business in North Carolina as Wendover Greensboro, Limited Partnership
(“Seller”), and Copeland Realty Inc., a California corporation, or its permitted assigns (“Buyer”).

RECITALS "
WHEREAS, Seller is the owner of the real property located at 6103 Landmark Center
Boulevard in Greensboro, North Carolina and being Lot 20, Phase 4 Landmark Station, as recorded
in Book 128, Page 018, Register of Deeds, Guilford County, North Carolina (the “Real Property™);

WHEREAS, the Real Property and all improvements located thereon are subject to a Lease
Agreement dated April 17, 1998 by and between Seller and Garden Ridge, L.P., a Texas limited
partnership (the “Tenant) and the first Amendment to the Lease Agreement dated November 12,
2004 (the “Amendment,” and the Lease Agreement and the Amendment being herein collectively

" called the “Lease™); and

WHEREAS, Seller desires to sell to Buyer, and Buyer desires to purchase from Seller, the
Real Property and all improvements located thereon, subject to the terms and conditions set forth
herein.

NOW, THEREFORE, in consideration of, and based on, the foregoing Recitals and the
mutual promises and agreements set forth below, the receipt and adequacy of which are hereby
acknowledged, and intending to be legally bound, the parties agree as follows:

1. Transferred Property.

A. Sale and Purchase. On the terms and conditions hereinafter set forth, Seller hereby
agrees to transfer, seli, convey and assign to Buyer, and Buyer hereby agrees to
purchase and assume from Seller, the Real Property, all of Seller’s right, title and
interest in and to the improvements located thereon {the “Improvernents™), and all of
Seller’s right, title and interest in, to and under the Lease. The Real Property, the
Improvements, and the Lease are collectively referred to herein as the “Transferred

Property.”

B. Bamest Money Deposit; Purchasc Price and Payment. The total purchase price for the
Transferred Property is Eight Million Fight Hundred Thousand and 00/ 100 Dollars
($8,800,000.00), a certain amount of which shall be satisfied by the assumption of the
existing loan on the Property in the original principal amount of $7,100,000.00 (the
“Loan”), made by Continental Wingate Capital Corp. (“Lender”) to Seller and the
remainder by payment in cash or by wire transfer on the closing date (the “Purchase
Price™), to be paid by Buyer to Seller as follows:

93506.2 64499-00-002 7 MWINKLER -1-
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Within two (2) business days of execution hereof by bath parties, Buyer
shall deliver the sum of Fifty Thousand and 00/100 Dollars ($50,000.00)
{the “Initial Deposit™) to a title company mutually acceptable to Seller
and Buyer (the “Bserow Agent”), such sum 10 be held and disbursed in
accordance with the terms and conditions of this Agreement. The Initial
Deposit and the Additional Deposit referred to below is jointly referred
to herein as the “Earnest Money Deposit”. The Barmnest Money Deposit
shall be held in an interest-bearing account and all interest earned'
therecn shall be deemed to be part of the Earnest Money Deposit. The
Earnest Money Deposit is nonrefundable to Buyer except upon (i) a
Permitted Termination (defined in Section 4.A below) or (if) a default by
the Seller.

Upon completion of the Due Diligence Period (bereinafter defined), and
if Buyer elects to proceed with this transaction, Buyer shall deliver an
additional non-refundable Two Hundred Thousand Dollars {5200,000)
(the “Additional Deposit™) to the Escrow Agent within two (2) business
daysafier the end of the Due Diligence Period. The Additional Deposit
shall be added to the Earnest Money Deposit and shall be held and
disbursed upon the terms and conditions set forth in this Agreement.

At Closing (as hereinafter defined), Buyer shall assume the payment of
the outstanding principal balance of the existing Loan against the
Property, and shall pay to Seller in cash or certified and readily available
funds an amount equal to Eight Million Eight Hundred Thousand and
00/100 Dollars ($8,800,000.00) less the outstanding principal balance of
the Loan being assumed by the Buyer {the “Remaining Balance), with
the Earnest Money Deposit being disbursed to Seller and credited
against the Remaining balance, and further subject to adjustments and
prorations as herein provided, shall be payable by Buyer to Seller at
Closing.

In addition to the above, Buyer agrees that it shall (a) deposit with
Lender a letter of credit (“Buyer’s Letter of Credit”) as required by the
terms of that certain Letter of Credit Agreement dated as of October 3,
2000 between Lenderand Seller, Buyer’sLetter of Credit to replace the
Letter of Credit deposited by Seller with Lender and (b) replace, on a
dollar for dolar basis, any éscrows or other deposits that Seller may
have been required to deposit with Lender pursuant to the terms of the
documents evidencing, securing or relating to the Loan and that still are
held by Setler.

C. Title and Possession of Transferred Property. At Closing, title to and possession of

the Transferred Property, subject to the rights of the Tenant pursuant to the Lease,
shall be conveyed by Sellerto Buyerunder the terms and conditions set forth herein.

93506.2 64999-00-002/ MWINKLER
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Seller shall be responsible for the deoumentary stamyp tax inourred upon recording the
warrenty deed for the Transferred Property at Closing.

- Closing. The transactions contemplated by this Agreement shall be consummated

(the “Closing™) on a date mutually agreeable to Seller and Buyer (tke “Closing
Dats”); provided, however, that the Closing Date shall be no later than thirty days
after the expiration of the Dne Diligence Period (the “Closing Deadline”) nnless the
Closing Date has been previously extended pursvant to the terms of Pazagraphs 1.E
and 1.F below. The Title Company’s fee for acting as closing agent shall be split
equally between Buyer and Seller at Closing.

Extensions to Close: Seller hereby grants to Buyer two {2) thirty (30) day extensions
to the Closing Date with a deposit of $200,000 for each extension (each an
“Extension Deposit™), such Extension Deposit to be paid directly to Escrow Agent.
Each Extension Deposit is applicable to the Purchase Price but immediately becomes
non-refundable. Buyeristo give Seller written notice viaemail, fax or letter of intent
to extend along with the Extension Deposit two (2) days prior to the scheduled
Closing Date.

Loan Assumption:  Buyer is to assume the existing Loan from Seller and Lender,
and Buyer covenants with Seller that Buyer shall use best efforts in obtaining Loan
assumption approval from Lender. Should the Lender not give its approval to the
assumption of the Loan by Buyer on or befare the Closing Date, as same may have
been extended by Buyer pursuant to Para graph 1.E above:

i Seller shall have the right to terminate this transaction and all deposits to
be refunded to Buyer; or
it If Seller elects not to terminate, Buyer is granted two (2) thirty (30) day

extensions as in addition to (and after) those outlined in Section 1-E for
the sole purpose of allowing Lender to approve the assumption of the
Loan by Buyer (each a “Loan Approval Extension™). For each Loan
Approval Extension, Buyer shall deposit with Escrow Agent the sum of
$50,000 (each a “Loan Approval Extension Deposit™), which Loan

- Approval Extension Deposit is applicable to the Purchase Price but
immediately becomes non-refundable. Buyer is to give Seller written
notice via email, fax or letter of intent to extend along with the Loan
Approval Extension Deposit two (2) days prior to the scheduled Closing
Date. If Lender has not approved the assumption of the Loan by Buyer
by the end of such Loan Approval Extensions, Seller shall have the right
to terminate this transaction by written notice to Buyer and all deposits
shall be refunded to Buyer.

2. Buyer’s Costs. Buyer shall pay for: half of all usual escrow fees, recording costs, Buyer's
aitorneys fees, all costs associated with the assumption of the Loan (including but not
Hmited to, the application fee, the assumption fee, and Lender’s attomeys’ fees), any
survey costs, and all title insurance costs (ircluding but not limited to, the cost of any
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Owner Policy of Title Insurance obtained by Buyer and any title insurance required by
Lender), and Buyer’s due diligence expenses.

3. Seller’s Costs. Seller shall pay for: half of ail usual escrow fees, documentary transfer
tax, Seller’s attorneys’ fees, and all commissions due upon sale of the Transferred
Property. :

4, Due Diligence Investigation: Right to Terminate.

A. Due Diligence Investigation. Seller and Buyer acknowledge that Seller has provided
Buyer with, and Buyer has received, the following documentation relating to the
Transferred Property and the Loan:

Lease & Amendment

Existing Survey

Existing Environmental Report
2005 Financial Statement
Securify Agreement
Promissory Note

e e ot p

Buyer shall have until and including September 15, 2006 (the “Due Diligence Period”) to
complete a due diligence investigation of the Transferred Property. Buyer shall makeno
inspections of the Transferred Property without first giving notice to Seller and Tenant of
such inspections, and all such inspections must be done in compliance with the terms of
the Lease and must not disturb the Tenant in its possession of the Transferred Property.
In the event that the Buyer determines, based on its inspections, that the Transferred
Property is not acceptable to Buyer, Buyer shall have the 1i ght to terminate this
Agreement (a “Permitted Termination”) by giving written notice to be received by Seller
prior to the end of the Due Diligence Period of such termination , and in such event the
Eamest Money Deposit shall be returned to Buyer and neither Buyer nior Seller shall have
any further rights, dutics or obligations under this A greement except those that expressly
survive any termination or expiration of this Agreement. In the event that Buyer elects to
proceed with this transaction (which election shall be evidenced by Buyer giving written
notice to Seller of Buyer’s Willingress to proceed), then Buyer shall deposit the
Additional Deposit with the Escrow Agent as provided above. Tailure to timely deposit
the Additional Deposit shall give Seller the right to terminate this Contract, and in such
event the Eamest Money Deposit shall be returned to Buyer and neither Buyer nor Seller
shall have any further rights, duties or obligations under this Agreement except those that
expressly survive any termination or expiration of this Agreement.

Buyer shall indemnify, defend, and hold harmless Seller from any damages, claims, liens,
costs and expenses that may be alleged or incwred by Seller as a result of Buyer’s
inspection of the Transferred Property. In addition, Buyer shall repair any damege to the
Transferred Property resulting from any inspections. No invasive tests may be done
without first obtaining the consent of Seller. The provisions of this paragraph shall
survive any expiration or termination of this Agreement.

93506.2 64499-00-002 / MWINKLER A
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B. During the Due Diligence Period Buyer shall obtain a Commitment for an Gwner’s
Policy of Title Tnsurance (the “Title Commitment”) from a title company mutually
acceptable to Seller and Buyer (the “Title Company™), pursuant to which the Title
Company agrees to issue to Buyer, at Buyer’s sole cost and expense, an Amierican Land
Title Association Owner’s Policy of Title Insurance in the full amount of the Purchase
Price, showing Buyeras the proposed insured, describing the Real Property, and insuring
Buyer’s interest in the Real Property subject only to matters of record on the effective
date of the Title Commitment (the “Permitted Exceptions™).

5. Closing Documents, -

A. Deliveries af Closing by Seller. At the Closing, Seller shall deliver to Buyer and
Buyer shall accept from Seller, the following: ' .

i

iii.

vi.

03506.2 64499-00-002 / MWINKLER

An assignment to Buyereffective as of the Closing Date of all of Seller's
tight, title and interest in and to the Lease, duly executed and
acknowledged by Seller in a form reasonably acceptable to Buyer,
together with an original of the Lease.

An estoppel certificate duly executed by the Tenant complying with the
provisions of Article 28 of the Lease,

Notice to the Tenant, sxecuted by Seller, advising the Tenant of the sale
of the Transferred Property. In the event that Seller receives any cash
flow payment due under the Lease after the Closing Date, and such cash
flow payment relates to a period of time which has accrued after the
Closing Date, Seller shall restrictively endorse such payment payable to
the order of Buyer and immediately forward such payment to Buyer.

A duly executed and acknowledged Special Warranty Deed in form and
substance reasonably acceptable to Buyer and the Title Company,
conveying and assigning to Buyer fee simple title to the Transferred
Property in its AS-IS, WHERE IS condition, subject only to the
Permitted Exceptions.

Possession of the Transferred Property, subject to the rights of the
Tenant pursuant to the Lease.

Such affidavits, statements and other documents as are reasonably
required by the Title Company.

Exhibit "D" -
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vil.  Anassigninentto Buyereffective as of the Closing Date of all of Seller's
right, tifle and interest in and to all () plans and specifications, (ii)
building permits, certificates of ocoupancy, and other governmental
certificates, permits, licenses and approvals, and (i) guaranties and
warranties, with respect to the Transferred Property, duly executed and
acknowledged by Seller in a form reasonably acceptable to Buyer,
together with the original of such plans, permits and/or warranties in the
possession of Seller.

B. Documents to be Delivered by Buyer. At the Closing, Buyer shall deliver to Seller
and Seller shall accept from Buyer, the following:

i The Remaining Balance, as adjusted for prorations pursuant hereto.
ii. An assumption by Buyer effective as of the Closing Date of all of
Seller's obligations with respect to the Lease, duly executed and

acknowledged by Buyer in a form reasonably acceptable to Seller.

iil. Such affidavits, statements and other documents as are reasonably
required by the Title Company.

C. Documents to be Delivered by Buyerand Seller. In addition to the above docuzients,
Seller and Buyer shall execute such documenis as may be required by the Lender and
acceptable to Buyer and Seller for the assumption of the Loan by Buyer.

6. Seller's Obligations Prior to Closing. From the date hereof through the Closing Date:

A. Seller shall not amend or otherwise modify the Lease except with the prior written
consent oF Buyer, which consent shall not be unreasonably withheld, conditioned or
delayed.

B. Seller shall not enter into any material contracts, agreements or any other
commitments regarding the Transferred Property without the prior written consent of
" Buyer, which consent shall not be unreasonably withheld, conditioned or delayed.

C. Seller shall require Tenant to promptly comply with all notices of violations or
, alleged violations by Seller of any state, county, city or municipal laws, ordinances,
regulations, rules, orders or requirements of departments of housing, building, fire,
labor or health or other povernmental authorities having jurisdiction over or affecting
the Transferred Property or the use or operation thereof,

D. Seller shall require Tenant to perform and observe, when due, all of its obligations
under the Lease and any certificates of occupancy and all other licenses, permits,
contracts and agreements relating to the Transferred Property in accordance with all
applicable laws, ordinances, rules, regulations or orders affecting the same,

93506.2 64499-00-002 / MWINKLER 5
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E. Seller shall bave delivered timely notice to Lender of ifs intention to sell the
Transferred Property in accordance with the terms of this Agreement.

7. Conditions Precedent 1o Obligation to Close.

A. Conditions Precedent to Obligation of Buyer to Close. The obligations of Buyer at
Closing set forth herein are snbject to the satisfaction of the following conditions:

i

ii.

iti.

The representations and warranties of Seller set forth herein shall be true
and correct in all material respects at and as of the Closing Date; and

Seller shall have satisfied all of its obligations hereunder required to be
satisfied on or prior to Closing to the reasonable satisfaction of Buyer.

Lender shall have approved the assumption of the Loan by Buyer.

B. Conditions Precedent to Obligation of Seller to Close. The obligations of Seller at

Closing set farth herein are subject to the satisfaction of the following conditions:

L

i

iii.

8. Default.

The representations and warranties of Buyer set forth herein shall be true
and correct in all material respects at and as of the Closing Date; and

Buyer shall have satisfied all of its obligations hereunder required to be
satisfied on or prior to Closing to the reasonable satisfaction of Seller.

Lender shall have appro{/ed the assumption of the Loan by Buyer and
shall have released Seller from liability under the Loan on terms and
conditions accepiable to Seller.

A. Defavlt by Seller. If Seller shall default under this Agreement and such default shall
not have been cured by Seller within five (5) days of notice thereof from Buyer,
Buyer shall have the fight, at Buyer’s election, to do one of the following as Buyer's
sole and exclusive remedy:

i,

il

Waive compliance with the breached term(s) or condition(s), without
any claim for reduction of the Purchase Price for such breach; or

Rescind this Agreement upon written notice to Seller, and upon such
rescission Buyer shall be entitled to the reimbursement of the Eamest
Money Deposit and any Extension Deposit; or

Sue for specific performance of this Agreement by Seller.

B. Default by Buyer. IfBuyér shall default under this Agreement and such default shall
not have been cured by Buyer within five (5) days of notice thercof from Seller, this

* U3508.2 64399-00-002 / MWINKLER

Exhibit "D" - 7



Case 2:11-cv-08607-R-DTB Document 387-1 Filed 11/18/13 Page 46 of 111 Page ID
#:7805

,\
EanN

Agreement, expressed or implied, is intended to confet on any person other than the
parties hereto or their respective successors and permitted assigns any right, remedy,
obligation, or liability under or by reason of this Agreement,

B. Counterparts. This Agreement may be executed in counterparts, each of which shalt
be desmed an original but all of which shall constitute one and the same instrument.

- C. Further Assurances. At any time and from time fo time before the Closing Dats, at
either party's reasonable request and without further consideration, the other party
hereto shall execnte and deliver such other instraments and documents, and take such
other actions as may be reasonably required in order to more effectively carry out and
implement the provisions and purposes of this Agreement.

D. Governing Law. This Agreement shall be governed by and construed in accordance
with the laws of the State of North Carolina.

E. Notices. All notices, requests, demands or other communications hersunder
(including notices of all asserted actions, claims or demands) shall be given in
writing and shall be deemed to have been duly delivered upon the earlier to occur of
(i) actual receipt or (ii) refusal if same is sent by certified mail (postage prepaid,
return receipt requested), personal delivery to the other party, or reputable overnight
courier, 1o the addressee at the address herein designated or at such other address as
may be designated in writing by notice given in the manner provided herein:

To Seller: Wendover Greensboro, Lid.
2810 Revere Street
Houston, Texas 77093
Fax: (713) 963-807%
Attn: B, Douglas Simpkins, Jr.

With a copy to: Campbell & Riggs
1980 Post Oak Boulevard, Suite 2300
Houston, Texas 77056
Fax: (713) 621-5453
Attn: Michael R. Winkler

To Buyer: Copeland Realty, Inc
25809 Business Center Drive
Suite B
Redlands, CA 92374
Fax:
Attn:  Don Copeland

035062 64499-00-092 / MWINKLER . . -9.
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Agreement shall be terminated, and Seller’s sole and exclusive remedy hereunder
shall be to retain as liquidated damages the Earnest Money Deposit (including the
Extension Deposits and the Loan Approval Extension Deposits, if any), it being
agrend between Buyerand Seller that such sum shall be liquidated damages (and not
a penalty) for such default of Buyer hereunder because of the difficulty,
inconvenience, and uncertainty of ascertaining actual damages for such default. No
other damages, rights or remedies shall in any case be collectible, enforceable, or
available to Seller, either in an action at law or in equity, other than as provided in
this subsection and Seller agrees to accept and take the Eamest Money Deposit
(including the Extension Deposits and the Loan Approval Exfension Deposits, if any)

_ as its total damages and relief as a result of Buyer’s default under this Agreement.

9. Risk of Ioss; Casnalty Loss or Damage; Condemnation.

A. Allrisk of loss or damage 10 the Transferred Property by fire or other casualty until

the consummation of Closing is retained by Seller.

. Ifany material portion of the Transferred Property is damaged or destroyed by fire or

other casualty, Buyer may, at its absolute discretion, elect to (i) terminate this
Agreement by written notice to Seller given within ten days after Buyer is given
written notice of the damage or destruction, in which event the Earnest Money
Deposit, the Extension Deposits, and the Loan Approval Extension Deposits shall be
refurned to Buyer and neither Buyer nor Seller shall have any further liability or
obligation under this Agreement except such liabilities or obligations which
expressly survive any termination or expiration of this Agreement, or (ii) close on the
purchase of the Transferred Property and acceptan assigniment at Closing from Seller
of all its rights with respect to the insurance proceeds resulting from such damage or

_destruction.

- If any portion of the Transferred Propetty is taken by condemnation or eminent

domain prior to Closing, or if any such proceedings are begun, Buyer may, at its
absolute discretion, elect to (i) terminate this Agreement by written notice to Scller
by no later than ten (10) days following the date of such condemnation or eminent

" domain, in which event the Eamest Money Deposit, the Extension Deposits, and the

Loan Approval Extension Deposits shall be retumed by Buyerand neither Buyernor
Seller shall have any further liability or obligation under this Agreement except such
liabilities or obligations which expressly survive any termination or expiration of this
Agreement, or (ii) close on the purchase of the remaining portion of the Transferred
Property without any reduction in the Purchase Price and accept an assignment at
Closing from Seller of all Seller’s rights with respect to any condempation awards.

10. Miscellaneous.

A.

Binding Effect; Benefits. This Agreement shall be binding upon and shall inure o the
benefit of the parties heréto and their respective successors and permitted assigns.
Notwithstanding anything contained in this Agreement to the contrary, nothing in this

035062 6:4499-00-002 / MWINK].ER 8
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With a copy to:

F. Severability. If for any reason whatsoever, any one or more of the provisions of this
Agreement shall be held or deemed to be inoperative, nnenforceable, or invalid as
applied to any particular case or in all cases, such circumstances shall not have the
effect of rendering such provision invalid in any other case or of rendering any of the
other provisions of this Agreement inoperative, unenforceable, or invalid.

G. Time of Essence. The parties agree that time is an essential element to the
performance of their respective obligations hereunder; provided, however, if the final
date of any period set forth herein (including, but not limited to, the Closing Date)
falls on a Saturday, Sunday or legal holiday under the laws of the State of California
or the United States of America, the final date of such pericd shall be extended to the
next day that is not a Saturday, Sunday or legal holiday. The term "days" as used
herein shall mean calendar days, with the exception of "business days," which term
shall mean each day except for any Saturday, Sunday or legal holiday under the laws
of the State of California or United States of America.

H. Waivers. No waiver of any breach of any warranty, representation, covenant or other
term or provision of this Agreement shall be deemed to be a waiver of any preceding
or succeeding breach of the same or any other warranty, representation, covenant or
other term or provision of this Agreement. No such waiver shall be effective unless in
writing and signed by the party atfecting the waiver.

1. Construction. The parties hereto acknowledge and agree that each party has
participated in the drafling of this Agreement and that the normal rule of construction
to the effect that any ambiguity isto be resolved against the drafting party shall not
apply to the interpretation of this Agreement. No inference in favor of, or against,
any party shall be drawn by the fact that one party has drafled any portion hereof.

1. Assignability. Either party shall have the right to assign this Agreement, or any rights
hereunder; provided, however (1) any assignee of Buyer must be subject to Lender’s
approval and (2) Buyer shall give Seller written notice of any such assignment by
Buyer at least 10 days prior to the Closing Date.

K. Entire Agreement: Amendment. This Agreement contains the entire agreement
between the parties hereto with respect to the transactions contemplated hereby,
superseding all prior agreements or understandings, written or oral, and shall not be
changed or terminated except by written amendment signed by all the parties hereto.

L. Headings. Headings of secticns of this Agreement are for convenience of reference
" only and do not form a part hereof and do not in any way modify, interpret or
construe the intentions of the parties.

03505.2 64199-00-002 / MWINKLER -10-
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M. Brokerage Commission. The parties hereto acknowledge that Copeland Realty Iné is
representing itself in connection with this fransaction and is not receiving a
commission. Seller is responsible for any commission due to Stan Johnson Company
based on their agreement. Seller and Buyer agree to indernify and hold cach other
harmless from and against any and all actions, damages, liabilities, losses or
expenses, incleding without limitation attomey’s fees, arising out of or resulting from
any claim by any broker or agent alieging to have acted on behalf or at the instance of
the indemnifier.

- INWITNESS WHEREQF, the parties hereto have caused tkis Agreement to be executed ag
of the date first written above. .

“SELLER”

Wendover Greensboro, Ltd.,, a Texas Limited
Partnership

By:  B.Douglas Simpkins, Jr. Inc., its general
partner

By: %Wl\a)ﬂ/mk \

B. Douglas §1mpku
President

“BUYER”

Copeland Realty Inc,
e
— N /

s P

Donald E. Copeland
President

93506.2 64199-D0- 002 / MWINKLER o -11-
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FIRSY -

DMENT TO REAL ESTATE PDRCHASE AGREEMENT

This Pics

|
mendment @ Purchase and Sale Agresment (“Amendmient”) is made as

t A
of the L5th day]of
limited pacinership
Parnership Jie
permitted assgrs {*

WHERHEAS)
Angnst 25, 2006
Greensboro, North |

WHEREAS,

' THEREFCOPR]

Tovernber, 2006, by snd between Wendover Greensboro, Lid.,a Texas
doing business in North Carolina as Wendover Gresnsboro, Limited
)i and Copeland Heslty Inc, & Cakifomin corpemtion, andlot jts
Buyer™), who ageee as follows:

Sefler and Buyer entered info 2 Porchase spd Sale Agreement offoctive
for vertain real property located st §103 Landmark Cepter Blvd,
Cayoling; and

thépﬁrﬁes desire to amend the Furchase Agreement as set forth herein.,

B, the parties agree us follows:

m 3 E. Extepsions io Close: is hexcby amonded to xead s follows:

Sel

yal

oRe!
(oA

Xt

r hexeby grents Buyer three (3) thixty (30) day extensions to the Closing
with a deposit of $200,000 for each extension {each sn “Extension

efcisit?), such Extension Deposit fo be-paid directly 1 Escrow Agent. Bach

sioh Deposit is applicable lo the Parbase Prico but imwmedintely

4
1

.0 6

e8 ion-refimdable. Buyet i to give Seller written notice vin emadl, fox
ter of intent to sawnd along with the Extension Deposit wo (2) days

Y WITNES

ta the scbiednled Closing Date.

S WEEREQF, the parfies have cxcouted fids Amendment effective the

date fist above fritfen,

SELLER: PURCHASER:

Wendover Greetsbitro, Lid., a Copeland Pooperiies 14 L.P. a
Texas Liputed Parkx N}l;p Califomia .Lin‘l]:tﬁd Paltnmhip
By: B.Douplss Sthpkias, Jr. Inc,, it Copcland Realty Ing., its general

genetal part

-

e G

T

A
By: B. Douglas 5tk

" President

Xins, I By booaid E. Copeland
- Its: President

TOTAL P.B2
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THIS SECOND |
*Amendment”) is madei
Himited parinership doi
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-

Document 387-1 Filed 11/18/13
#:7810

{
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!
i
i

. SECOND AMENDMENT TO
REAL ESTATE PURCHASE AGREEMENT

| AxNDMENT TO RBAL ESTATE PURCHASE AGREBEMENT (this
d entered info by and between Wendover Greensboro, Etd., a,:I‘exas
usiness in North Carolina as Wendover Greensboro, Limited

Partnership (hereinafter,
(hereinalfier called “Purg

L. Seller and Pug
an effective date of Aug
15, 2006 {the “Agreems;
purchase from Seller, s
Property,” as suoh term 1

2. Seller znd Py
respects.

3. Capitalized V
have the meanings ascrif

For and in consi

=

Hed “Seller”) and Copeland Realty, Tnc.; 2 California corporation

¢
b

ader”) eifective as of Yanunary 15, 2007,

Recitals

o

3¢

0T

aber are parties {0 that certain Real Bstate Purchase Apgresment having

ust 25, 2006, as amended by First Amendment thereto dated Noverrber
nt) wherein Seller agrzed fo sell to Purchaser, and Purchaser agreed to
ibjeet 1o the terms and provisions of the Agreement, the ““Transferred
s défined in the Agreement.

haser by this Amendment desire to amend the Agreement in certain

‘ds and phrases used in this Amendment but not defined herein shall
0 them in the Agreement,

[o®

Agreements

gtion of the mutual agreements set forth hervein and other good and

waluable copsideration, t)
Purchaser amend the Ag;

A. Seller and P
2007. S

) B. Seller and;

[consisting of the Initial
amouot of $200,000.00,,
been deposited by Purch

PLLC (acting as Escrow j

non-refundable to Pureh,
is not cured efter the gis
cure period, but is applig

C. This Amend:
deemed an original here

detached fom any one que

one commterpart containd

e
4

iy

P

1
an
ha
y
hs
i
al

Laf+
bi]

p:d

1pceipt and sufficiency of which are hexeby ‘acknowledged, Scller and
erpent as foYlows:

ciiaser agree that the Closing Date shall be extended to January 31,

nfohaser ackmowledge that on agpregate amount of $850,000.00
D¢posit in the amount of $50,000.00, the Additional Deposit in the
d thiee Extension Deposits (each in the amount of $200,000.00)] has
gr with the law firm of Hunter, Higgins, Miles, Elam & Benjamin,
Apent), as required by the Agreement, and that such $850,000.00 is
el except in. the event of a default by Seller imder the Agreement that
g of notice any required rotice and the expiration of any applicable
g to the Purchase Price,
‘ ]
nt may be executed in imultiple counterparts, each of which shell ve
Bach of Seller and Puxchaser agrees that its signature page may be
ht counterpart and attached to an identical counterpart so that there is
the signature pages of all parties to this Amendment.

l
b
|

it
5

p.14
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D, This Amend

their respective success
with, the laws of the Sta

E. Except as

ferd

S0

written. Seller and P
Agreement, as amended]

In witness wher

set forth below such parky

jeales
DLS

N yrih, Carolina.

#:7811

{
{~ -4} 799-6501 p.15

1all (i) inure to, and be binding upon, Seller and Purchaser and
assigns; and (i) be governed by, aad construed in accordence

{Da=,

e %;y this Amendrment, the Agreement remains in force and effect as
e rhasexc hereby ratify and reaffimn the terms and provisions of the
hi§ Amendment.

H
Seller and Purchaser have executed this Amendment as of the date

signature, but to be effective as of the date set forth above.

SELLER:

WENDOVER GREENSBORO, LTD., a Texas
lirnited partoership doing business in the Stare of
North Carolina as Wendover Greensboro, Limited
Partnership .

By: B. Douglas Simplkins, Ir. Inc., a Texas
corporaticy, i1s general partner P

By: Qm\/\/\_)(\_fé’bw
B. Douvglas Simpkins, Jr/ President
Date executed: January 1S 2007

PURCHASER:

COPELAND REALTY, INC., a California
corpoiation

Title: vy 22y en T

Date executed! Jamuary ;o , 2007

)
]
1
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| THIRD AMENDMENT TO
RIEAL ESTATE PURCHASE AGREEMENT

1
EPMENT TO REAL ESTATE PURCHASE AGREEMENT (his
tefed into by and between Wendover Greensboro, Lid., a Texas
limited parmership doing] m’ess in North Carolina as Wendover Greensboro, Limited
Partnership (hereinafter call “Se]ler") and Copeland Realty, Inc., a California corporation
(hereinafter calied “Parchdser]’) Tﬁ'ecuve as of January 31, 2007,
k -

THIS THIRD AMIERD
“Amendment”) is made an;dy

H-E_g

5 Recirals

1. Seller and Purc 311 are parfies to that certzin Real Estate Purchase Agreement having
an effective date of Augnsg 258 2006, as amended by First Amendment thereto dated November
15, 2006, and as further amerjded by Second Amendment thereto dafed January 15, 2007 (the
“Agreement™), wherein Sellet ggreed to sell to Purchaser, and Purchaser agreed to purchase from
Seller, subject to the termsiand provisjons of the Agreement, the “Transferred Property,” as such
term is defined in the Agreement.’

2. Seller and Purchasér by this Amendruent desire to amend the Agresment in certain
respects. . ’

3. Capitalized worfls 4nd phrases used in this Amendment but not defined herein shall
have the meanings ascribed to them in the Agreement.

ot

Agreemernis

For and in- consideratidn of the mntual agreements set forth herein and other good and
valuable consideration, the recipt and sufficiency of which are hereby acknowledged, Sefler and
Purchaser amend the Agregment as follows:

A. Seller and Purchaser z:tgree that the Closing Date shall be extended to February 28,
2007. 1

B. This Amendment

deemed an original hereof,

detached from any one such

one counterpart containing

th

nay be executed in multiple counterparts, each of which shall be
ach; of Seller and Pnrchaser agrees that its signature page may be
bunterpart and attached to an identical counterpart so that there is
signature pages of all parties to this Amendment.

C. This Amendménl shall (1) inure to, and be binding upon, Seller and Purchaser and

their respective snccessors

D. Exocept as amen

a

el

H assigns; and (i1} be governed by, and constried in accordance

by this Amendment, the Agreement rerains in force and effect as

y1
with, the laws of the State ¢f Noxth Carolina.
d|

written. Seller and Purc
Agreement, as amended by

96356.1 64459-00-002 / PSTRASBURGER

s

hagser hereby rabify and reaffirm the terms and provisions of the
11

Amendment
i
q !
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In witness whereof; §e
set forth below such party’s s}

95356.) 64459-00-002 / PSTRASBURGER

)

|

1
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|

{er and Purchaser have executed this Amendment as of the date
hature, but to be effective as of the date set forth above.

SELLER:

WENDOVER (GREENSBORO, LTD., a Texas
lirnited partnership doing business in the State of
North Carolina as Wendover Greensboro, Limited
Partnership

.By: B. Douglas Stmpkins, Jr. Inc, a Texas
corporation, its general partner

By:
B. Douglas Sirapkins, Jr., President
Date execnted: , 2007
PURCHASER:

COPELAND REALTY, INC., a California

carporation
By:
N A S I A4

Title:_ Precrsle s 7~

" Date executed: / ,/ S 4 , 2007
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PACIFIC WESTERN BANK

DECLARATION CONCERNING BANK RECORDS
PURSUANT TO EVIDENCE CODE SECTION 1561(a)

The undersigned officer of Pacific Western Bank (“the Bank”), having been duly authorized to make this
declaration, declares on behalf of the Bank; she is a duly authorized custodian of the Bank's records, as to
which she is qualified to testify and authorized to certify.

She has read the subpoena with which this Deciaration is enclosed, and declares that a reasonable inquiry has
been made in an effort to locate any and all responsive records for Copeland Propetties Threz LP, CP 14,
Donald E. Copeland, Charles E. Copeland, Copeland Wealth Management, from 02/01/04 to 12/31/07.

Attached to this Declaration, and served with it, are true, correct and complete copies of all the records of the
Bank in my possession, custody or control that were requested by the subpoena served on me. These records
consist of 3 pages of documents.

The copies of the records enclosed herewith were: |

(a) Made at or near the time of the underlying event memorialized in that document or record: |
(b) Made by, or from information transmitted by, a person that was an agent or employee of the Bank with |
firsthand knowiedge of the event acquired in the course of a reguiarly conducted business activily: '
{c) Made and kept entirely in the course of Pacific Western Bank’s regularly conducted business activity;
/A Pursuant to a regular practice of Pacific Western Bank; and i
Any document prepared on the letterhead or printed form bearing the name of "Pacific Western Bank”
that bears a signature above any such typewritten or printed name was signed by the person whose
typewritten or printed name appears below that signature and any such signature is the authentic |
signature of the person signing the document or records. ‘
|

Records are for Loan #181650457, in the name of Copeland Properties Three LP, dated 02/20/07, for
$1,800,000.00, and include copies of the Paid Note Statement and ioan payments. The loan was paid off on
04/09/07. :

Having made a diligen: search and reasonable inquiry, the Bank is unable to produce any remaining loan ;
records which are responsive to the subpoena for reasons, which include;

s The records sought never existed in the records of the Bank;

+ The records may have been destroyed in accordance with the Bank’s applicable record retention poficy;
or

» The records are not and have never been in the possession, custody, or control of the Bank.

| DECLARE UNDER PENALTY OF PERJURY THAT THE FOREGOING IS TRUE AND CORRECT.
Executed on December 12, 2012, at 5900 La Place Court, Ste. 200, Carlsbad, CA 92008.

] 7
Charlene Keffer
Legal Process Department
AVP/Operations Services Officer
0)476-5413 phone
. -0)918-9646 fax
ckeffer@pacificwesternbank.com

ie 12.42.12 M
Copeland Properties Thiee LP 121212 MM, - cess Depariment, 5900 La Place Court, Ste. 200, Carlsbad CA 92003

www.pacificwesternbank.com

PWB 0002
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IRST : ols
REPURT: LA3/32100-0S6 L19.065.1
IVITEM: 04/00/2007 04:58

PACIFIC

#7817

PYMTS  PAID
DATE  DEICRIPTIOH TRAR AMOUNT MADE  THRU
0/20/07 PRINCIPAL ADwANCE 1,800,000, 00 12
POITED DATE: 08722707
04/06/07 REGULAR PAYMENT 11,450,090 1 0&s12/07 60
04/09/07 INCOMING WIRE TO PAYOTT LOAN
1,801,950,00 1 0850507 4
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LOAN ACCOUNTING 3YSTIM
PAID ROTE STATEMINT

4 0- 51 GHER/ GUARANT UR*

WESTERN BANX PACL: L0

R DATE: 04/09/2007
PROCESSED THRU: 04/09/2007

ROTE Xy BR -~ R (L tfPX  R3P 3,V
181650457 83 TOPELAMD PROPERIIES THREE LP 17 M g0t U
H:909-799-8540 NOTE DATE: 0t/21/07 HATURITY DATE: 06/05/07
£5303 BUSINESY CEMTER IRIVE §T BAXTIHM CKEDIT: 1,800,000.005 TIMER DD 01-19:
REDCAMDS TA 92374 ORICINAL RATE: 9.7500  TIMES P/D 29-59:
EIN: 20-0?60619 LINE XMEER: 57447¢  TIMES P/D 56-389:
PURPOSE U(DE: 410 TIMES P/D 90-00:
EARWED 1MTEREST: 22,400.00
*PAYMENT SCHEDULE* START  PYMT 1 PrI ESCRIW
DATE  FREQ PYMTS PAYMERT PAYMERT RATE
06708507 X L 1,800,000.00 .00
*CQLLATERAL* CODE: 0901 QUARTITY: TALVE:
UL3C: UNSECURED
0190

TE3C: 6102 LANDMARK UENTER BLVD. , GREEMBORD, HC $7407

G UERTHA EVRE
H:904.799-8530
F.0. BOX L00§5
SAN BERMARDIND Ca $24¢3

U DOROTHY ZIILCH
H:909-799-8580
2IILUH TAMILY TRUST
H:909-739-8580
P.0. DOX 1689
REDLANDS CA 32372

G CHARLES P COPELANT
H:903-799-8580 B:909-793-8530
10125 PALEEMO [OURT
VOLAIPA TA 92339

G DORALD L COPELAKD
H:303-799-358D B:909-799-8540
11941 CASCALE
YUCAIRA CA 92499

¢ COPELAND REALTY INZ.
H:909-799-5540
15699 BUSINESS CEMTIR IRIVE GF
REILANDS (& 92274

........ TRANSACTI (8l BREAKDOGIS - - - - - - - . PRINCIPAL
TRACE % PRINCIFEL ABIERTST ESERON BALARCE
4000005 1,600,000.00 a0 Y L,800,0008.00

020542) 00 £1.450.00 N7 L1,800,000.00

$0000L¢ L,890,000.00 1,950.00 N1l .00

PWB 0005
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FT$ Message Print - Message Inquiry Display Dialog Box

‘er: mstone Bank: Pacific Western Date: 12/12/12 13:55:22
-5sage Status:; PNRM

=g Num: 20070990067500 Related Seq Num:

ay Method: FED Input Message ID: FTRB11

ate Recvd: 04/09/2007 12:57:08 Value Date: 04/09/2007

=ndexr: 122241255
rount: $1,824,450.00
2bit info --
ABA: 122241255
Name : FIRST AMERICAN TRUST, FSB
2ddrl:
Addr2:
Addr3:
Addr4:

redit info -~
Account: 1336851816
Name: LAS WIRE CLEBRING
Addrl: 601 E TAHQUITZ CANYON WAY
Addr2: PALM SPRINGS, CA 920062

Addr3:
Addr4:
dvice: Dept: 1820 Trancode: DOMESTIC

ategory: Linesheet: Create Template:

essage Text:

XFT811
Msg Disp {1100}02P N
Acc Time {1110}04091557FT01
OMAD {1120}20070409L1LFB49C000207040915575101
Msg Type {1510}1000
IMab {1520)20070409K3QF390C001360
Amount {2000}000182445000
Sendexr DI {3100)122241255FST aM TR CO*
Sndr Ref {3320)0082900098I%T*
Revr DT {3400)122238200PAC WEST NATI PICO*
Bus Func {3600)CTR *
BNF {4200}D1336851816%
PACTIFIC WESTERN BANK*
RF3 {4320)M8GS OF 07/04/09*
ORG {5000)D2000023264*

FIRST AMERICAN TITLE COMPARNY*
SACRAMENTO: PT WEST*.
1386 LEAD BILL 3LVD, SUITE 100>
ROSEVILLE CA 95661%

OBI {6000} COPELAND PROPERTIES THREE LP —+
LOAN#181650457;ATTIN: PAULA ROBERTS*
760 -416-3336%

BNY Info {6400)BEGIN, 1867,528,410, 841006, 2574+
415, END*
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RUSINESS LOAN AGREEMEN—

bt Eﬁi,ﬂ {H] Q

Refere

nces in the shaded area are for Lender's use only and do not limtt the applicability of this dosument to any particular loan or He;
Any Jtem above containing "**¥* has been omitted due to text length fimitations.
Borrower:  Copeland Properties Thres, L.P., a California limited Lender: Pacfiic Westem Bank l
partmership Patm Springs Office
25808 Business Center Drive, Suite F 607 East Tehquitz Canyon Way
Redlands, CA 92374 Palm Springs, CA 92262

THIS BUSINESS LOAN AGREEMENT dated February 12, 2007, is made snd executed between Copeland Properties Three, L.P., a Califomia
limited partmership {"Borower"} and Pacific Westem Bank ["Lender™} on the following terms and conditions. Borrower has received prior
commeycial loans from Lender or has applied to Lender for a commercial loan or loans or other financiel accommodations, including those which
may be described on any exhibit or schedule attached to this Agr it ("Loan"}). Borrower understands and agress that: {A) In qranting,
renewing, or extending eny Loan, Lender is relying upon Borrower's vepresentations, wamnanties, and agreements as set forth In this Agreement;
(B} the granting, renewing, or extending of any Loan by Lender at all times shalf be subject to Lender's sole judgment and discretion; and {C)
all such Loans shall be and remain subject fo the terms and canditions of this Agreement.

TERM. This Agreement shall be effective as of February 12, 2007, and shall continue in full force and effect until such 1ime as afl of Borrower's
Loans in favor of Lender have been paid in full, including principal, interest, costs, expenses, attorneys’ fees, and other fees and charges, or
until such time as the parties may agree in writing to terminate this Agreement,

CONDITIONS PRECEDENT TQO EACH ADVANCE. Lender's obligation ta make the initial Advance and each subsequent Advance under this
Agreement shall be subject 1o the fulfillment to Lender's satisfaction of all of the conditions set forth In this Agreement and in the Related
Documents,

Losn Documsnts. Borrower shall provide 1o Lender the following documents for the Loan: (1) the Note; (2) guaranties; (3) together
with all such Related Documents as Lender may require for the Loan; all in form and substance satisfactory to Lender and Lender's counsel.

Borrewer's Authotization, Borrower shall have provided in form and substance satisfactory to Lender properly certifled resolutions, duly
authorlzing the execution and delivery of this Agreement, the Note and the Related Documents. In addition, Borrower shall have provided
such other resolutions, suthorizations, documents and jnstruments s Lender or its counsel, may require.

‘Payment of Fees and Expenses. Borrower shall have pald to Lender all fees, charges, and other expenses which are then due and payabie
as specified in this Agreement or any Related Document.

Bepresentations and Warranties. The representstions and warranties set forth in this Agreement, in the Related Documents, and in any
document or centificate delivered to Lender under this Agreement ara true and corvect.

No Event of Defeult. There shali not exist at the time of any Advance a condition which would constitute an Event of Default under this
Agreement or under any Related Document,

HEPRESENTATIONS AND WARRANTIES. Borrower represents and warrants to Lender, as of the date of this Agreement, as of the date of each
disbursement of loan proceeds, as of the date of any renewal, extension or modification of any Loan, and at all times any Indebtedness exists:

QOrganization. Borrower s a partnership which is, and at all times shall be, duly organized, validly existing, and in good standing under and
by virtue of the laws of the State of California. Borrower Js duly authorized to transact business in all other states in which Borsower is
doing business, having obtained all necessary filings, governmental licenses and approvals for sach state in which Botrower is doing
business. Specifically, Borrower is, and at al times shalt be, duly qualified as a foreign partnership in sl states in which the failure to so
qualify would have a material adverse effect on its business or financial condition. Borrower has the full power and authority to own its
properties and to transact the business In which it is presently engaged or presently proposes to engage. Borrower maintains an office at
25809 Buslness Center Drive, Suite F, Redlands, CA 92374, Unless Borrower has designated-otherwise in writing, the principal office is
the office at which Borrower keeps its books and records including its records concerning the Collateral. Borrower will notify Lender prior
to any change in the location of Borrower’s principal office address or any change in Borrower's name. Borrower shall do all things
necessary to preserve and to keep in full force and effect lts existence, rights and privileges, and shall comply with all regulations, rules,
ordinancss, statutes, orders and decrees of any governmental or quasi-governmental authorlty or court applicable to Borrower and
Borrower's business activitles.

Assumed Business Names. Borrower has filed or recorded a)l documents or filings required by law relating to all assumed business names
used by Borrower. Excluding the name of Borrower, the following is & complate list of all assumed business names under which Borrower
does business: None.

Authorization, Borrower's execution, delivery, and performance of this Agreement and sl the Related Documents have been duly
authorized by all necessary action by Borrower and do not conflict with, result in a violation of, or constitute a default under (1) any
provision of {a) Borrower's articles or agreements of partnership, or (b) any agreement or other instrument. binding upon Borrower or [2}
any law, governmental regulation, court decree, or order applicable to Borsower or to Borrower's properties.

Financial Information. Each of Borrower’s financial statements supplied to Lender truly and completely disclosed Borrower's financial
condition as of the date of the statement, and there has been no materfal adverse change in Borrower's financiat condition subsequent to
the date of the most recent financial statement supplied to Lender. Borrower has no materia) contingent obligations except as disclosed in
such financial statements.

Legal Effect. This Agreement constiiutes, and any instrument or agresment Borrower is required to give under this Agreement when
delivered will constitute Jegal, valid, and binding obligations of Borrower enforceable against Borrower i accordance with their respective
terms. .

Properties. Except as contemplated by this Agreement or as previously disclosed in Borrower’s financial statements or in writing to Lender
and as accepted by Lender, and except for propersty tax liens for taxes not presently due and payable, Borrower owns and has good title to
all of Borrower's propertlés free and clear of all Security Interests, and has not exccuted any security documents or financing statements
relating to such properties. All 6f Borrower's properties are titled in Borrower's legal name, and Borrower has not used or filed & financing
statement under any other name-for-at least the last fivs (5) years,

Hazardous Substances. Except as disclosed to and acknowledged by Lender in writing, Borrower represents and warrants that: {1) During
the period of Borrower's ownership of the Coliateral, there has been no use, generation, manufacture, storage, treatment, disposal, release
or threatzned release of any Hazardous Substance by any person on, under, about or from any of the Collateral. {2) Borower has no

[ Al
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knowledge of, or reason to believe that there has been (a) any breach or violation of any Environmental Laws; (b} any use, géneration,
manufacture, storage, trealment, disposal, release or threatened release of any Hazardous Substance on, under, about or from the
Collateral by any prior owners or occupants of any of the Collateral; or {c} any actual or threatened Jitigation or claims of any kind by any
person relating to such matters. {3) Neither Borrower nor any tenant, contractor, agent or other authorized user of any of the Collatera!
shall use, generate, manufacture, store, treat, dispose of or release any Hazardous Substance on, under, about or from any of the
Collateral;. and any such activity shall be conducted in compliance with il applicable federal, state, and focal laws, regulations, and
ordinances, including without limitation all Environmental Laws, Borrower authorizes Lender and its agents to enter upon the Collateral to
make such inspections and tests as lender may deem appropsiate to determine compliance of the Cdllateral with this section of the
Agreement. Any Inspections or tests made by Lender shall be at Borrower's expense and for Lender's purposes only and shall not be
construed to creats any responsibility or liability on the part of Lender to Borrower or to any other person. The represantations and
warranties contained herein are based on Borrower's due diligence in investigating the Collateral for hazardous waste and Hazardous
Substances. Borrewer hereby (1) releases and walves any future claims against Lender for indemnity or contribution in the event
Borrower becomes fiabla for cleanup or other costs ugder any such laws, and (2) agrees to indemnify and hold hanmless Lender against
any ard all claims, losses, liabllities, damages, penalties, and expenses which Lender may ditectly or indirectly sustain or suffer resuiting
from a breach of this section of the Agreement or as a consequence of any use, generation, manufaciure, storage, disposal, release or
threatened refease of a bazardous waste of substance on the Collateral. The provisions of this section of the Agreement, including the
obligation to Indemnlfy, shall survive the payment of the Indebtedness and the termination, expiration or satisfaction of this Agreement and
shall not be affected by Lender's acqulsition of any interest in any of the Collateral, whether by fareclosure of otherwise. ’

Litigation and Claims. No litigation, claim, invostigation, administrative proceeding or similar action (including those for unpaid taxes)
against Borrower is pending or threatened, and no other svent has occurred which may materially adversely affect Borrower's financial
condition or propertles, other than litigation, claims, or other events, if any, that have been disslosed to and acknowledged by Lender in
wiiting.

Taxes. To the best of Borrower's knowledge, all of Borrower’s tax retuns and reparts that are or were required to be filed, have been
fled, and all taxes, assessmants and other governmental charges have been paid in full, except those presently being or to be contested by
Borrower in good faith in the ordinary course of business and for which adequats reserves have been provided.

Lien Priofity. Uniess otherwise previously disclosed to Lender in writing, Borrower has not entered into or granted any Securty
Agreements, or parmitted the filing or attachment of any Security Interests on or affecting any of the Coliateral directly or indirectly
securing repayment of Borrower"s Loan and Note, that would be prior or that may In any way be superior to Lender’s Securlty Interests and
rights in and to such Collateral, o

Binding Effect. This Agreement, the Note, all Security Agreements §if any), and all Related Documents are binding upon the signers

thereof, as well as upon their successors, representatives and assigns, and are legally enforceable in accordance with their respective
terms.

AFFIRMATIVE COVENANTS. Borrower covenants and agrees with Lender that, so long as this Agreement remains In effect, Barrower will:

Notices of Claims and Litigation. Promptly inform Lender in writing of {1} all material adverse changes in Borrower's finanelal condition,
and {2} all existing and all threatened litigation, claims, investigations, administrative proceadings or simifar actions affecting Borrower oy
any Guarantor which could materially affect the financial condition of Borrower or the financial condition of any Guarantor.

Financial Records. Maintain its books and records in accordance with GAAP, applied on a consistent basis, and permit Lender to examine
and audit Borrower’s books and records at all reasonable times.

Financial Statements. Furnish Lender with the following:
Additlons! Requirements.
GUARANTOR'S FINANCIAL REQUIREMENTS:
[} Financial Stetements:

PEASONAL FINANCIAL STATEMENTS. Borrower shall cause Guarantor, Werdnea Eure, to provide Lender, with cusrent personal
fnancial statements, prior to funding.

All financial reporis required to be provided under this Agreement shall be prepared In accordance with GAAP, applied on a consistent
besls, and certified by Borrower as being true and correct.

Additional Information. Fumish such additional information and statements, as Lender may request from time to time.

Insurance. Maintain fire and other risk insurance, public liability insurance, and such other insurance as Lender may require with respect to
Borrower's properties and operations, in form, amounts, coverages and with insurance companies acceptable lo Lender. Borrower, upon
reguest of Lender, will deliver to Lender from time to time the policies or certificates of insurance in form satisfactory to Lender, including
stipulations that coverages will not be cancelled or diminished without at least ten (10) days prior written notics to Lender. Each insurance
policy also shall include an endossement providing that coverage in favor of Lender will not be impaired in any way by any act, omission or
default of Borrawer or any other person. In connection with all policies covering assets in which Lender holds or is offered a security
interest for the Loans, Barrower will provide Lender with such lender's loss payable or other endorsements as Lender may require.

Insurance Reports. Furnish to Lender, upon request of Lender, reports on each existing insurance policy showing such information as
Lender may reasonably request, including without limitation the following: (1) the name of the insurer; (2) the risks insured; {3) the
amount of the policy; {4) the properties insured; {5} the then current property values on the basis of which insurance has been obtained,
and the manner of detenmining those values; and {8} the expiration date of the policy. In addition, upon request of Lender (however not
more often than annually), Borrower will have an independent appraiser satisfactory to Lender determine, as applicable, the actual cash
value or replacement cost of any Collateral. The cost of such appraisal shall be pald by Borrower.

Guaranties, Prior to disbursement of any Loan proceeds, furnish executed guaranties of the Loans in favor of Lender, executed by the
guarantors named below, on Lender’s forms, and in the amowmts and under the conditions set forth in those guaranties.
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Names of Guarantors Amounts

Copeland Realty, Inc., a GCalfornia Untinited

corporation

Donald E. Copeland, Individually Unlimited

Chailes Copeland, Individually Unlimited

Werdna Eure, Individually Unlimited

Borothy M. Zilch, Individually Unlimited

Dorothy M. Zilch, Trustee of Zileh Famlly  Unlimited

Trust

Other Agreements. Comply with all terms and conditions of al} other agreements, whether now or hereafter existing, between Borrower
and any other party and notify Lender immediately in writing of any default in connection with any other such agreements.

Loan Proceeds. Use all Loan proceeds solely for Borrower’s business operations, unless specitically consented to the confrary by Lender in
writing.

Taxes, Charges and Liens. Pay and discharge when dug all of its Indebtedness and obligations, including without Simitation ail assessments,
taxes, governmental charges, levies and liens, of every kind and nature, Imposed upon Borrower or its properties, income, or profits, prior
to the date on which penalties wauld attach, and all lawiul claims that, If unpaid, might become a lien or charge upon any of Borrower's
properties, income, or profits.

Pexformance. Perform and comply, in a timely manner, with all terms, conditions, and provisions set forth in this Agreement, in the Related
Documents, and in all other Instruments and agreements betwean Bortowar and Lender. Borrower shall notify Lender immediately in
writing of any default in connection with any agreement.

Operations.  Maintain executive and management personnel with substantially the same qualifications and experience as the present
executive and management personnel; provide written notice to Lender of any change in executive and management personnel; conduct its
business affairs in a reasonable and prudent manner.

Environmental Studies. Promptly conduct and complete, at Borrower's expense, all such investigations, studies, samplings and testings as
may be requested by Lender-or any governmental authority relative to any substance, or any waste or by-product of any substance defined
as toxic or a hazardous substance under applicable federal, state, or loca! law, rule, regulation, order or directive, at or affecting any
property or any facility owned, leased or used by Borrower.

Compliance with Govemmental Reguirements, Comply with all laws, ordinances, and regulations, now or hereafter in effect, of all
governmental authosities applicable to the conduct of Borrower's properties, businesses and operations, and to the use or occupancy of the
Collateral, including without limitation, the Americans With Disabilities Act. Borrower may contest in good faith any such law, ordinance,
or regulation and withhold complianee during any proceeding, including appropriate appeals, so long as Bosrower has netified Lender In
wrlting prior to doing so and so long as, in Lender's sole opinion, Lender's interests in the Collateral are not leopardized. Lender may
require Borrower 1o post adequate secusity or a sujety bond, reasonably satisfactory to Lender, to protect Lender’s Interest.

Inspection. Permit employees or agents of Lender at any reasonable time to inspect any and all Collateral for the Loan or Loans and
Bosrower's other properties and to examine or audit Borrower's books, accaunts, and records and to make copies and memoranda of
Borrower's books, accounts, and records. if Borrower now of at any time hereafter maintains any records (including without limitation
computer generated records and computer softwara programs for the generation of such records) in the possession of a third party,
Borrower, upch request of Lender, shall notify such party to permit Lender free access to such records at all reasonable times and to
provide Lender with copies of any records it may request, all at Borrower's expense.

Environmental Compliance and Reports, Borrower shall comply in ali respects with any and all Environmental Laws; not cause or permit to
exist, as a result of an intentional or unintentional actfon or omission on Borrower's part or on the part of any third party, on property
owned and/or occupied by Borrower, any enviranmental activity where damage may result to the environment, unless such environmental
activity is pursuant to and In compliance with the conditions of a permit issued by the appropriate federal, state or local governmental
authorities; shall fumnish te Lender promptly and in any event within thirty {30) days after receipt thereof a copy of any notice, summons.
lien, citation, directive, letter or olher communication from any governmental agency of instrumentality concerning any intentional or
unintentiona!l action or omission on Borrower’s part in connection with any environmental activity whether or not there is damage to the
environment and/or other natural resources. .

Additional Assurances. Make, execute and deliver to Lender such promissory notes, mortgages, deeds of trust, security agrcements,
assignments, financing statsments, instruments, documents and other agreements as Lender or its attorneys may reasonably request to
evidence and secure the Loans and to perfect all Security Interests. ’

RECOVERY OF ADDITIONAL COSFS. If the imposition of or any change in any law, rule, regulation or guideline, or the interpretation or

application of any thereof by any court or administrative or govemmental authority Gincluding any request or palicy not having the force of law}’

shall impose, modify or make applicable any taxes {except federal, state or local mcome of franchise taxes imposed on Lender), resetve
requirements, capital adeguacy requirements or other obligations which wauld (A) inerease the cost to Lender for extending or maintaining the
credit facilities 10 which this Agreement relates, {B) reduca the amounts payable 1o Lender under this Agreement or the Related Documents,
or {C) reduce the rate of return on Lender's capital as a consequence of Lender's obligations with raspact to the credit facilities to which this
Agrsement relates, then Borrower agrees to pay Lender such additional amounts as will compensate Lender therefor, within five (5) days after
Lender's written demand for such payment, which demand shall be accompanied by an explanation of such imposition or charge and a
calgulation in reasonable detall of the additionz} amounts payable by Borrower, which explanetion and calculations shall be concfusive in the
absence of manifest error.

LENDER'S EXPENDITURES. }f any action or proceeding is cammenced that would materially affect Lender's interest in the Collateral or If
Borrower fails to comply with any provision of this Agreement of ary Related Documents, including bur not fimited to Borrower's failure to
discharge or pay when due any amounts Borrower is required to discharge or pay under this Agreement or any Related Documents, Lender on
Borrower's behalf may [but shall not be obligated to} take any action that Lender deems appropriate, including but not fimited to discharging or
paying all taxes, liens, security interests, encumbrances and other claims, at any time levied or placad on any Collateral and paying all costs for
insuring, maintaining and preserving any Collateral. Al such expenditures incurred or paid by Lender for such purposes will then bear interest at
the rate charged under the Note from the date incurred or paid by Lender to the date of repayment by Borrower. All such expenses will become
a part of the Indebtodness and, at Lender's option, will {A} be payable on demand; (B) be added 1o the balance of the Note and be
apportioned among and be payable with any installment payments to become due during either (1) the term of any applicable insurance palicy;
or {2) the remaining term of the Note; or {C) be treated as o balloon payment which will be due and payable at the Note's maturity.

NEGATIVE COVENANTS. Borrower covenants and agrees with Lender that while this Agreement is in effect, Borsower shall not, without the
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priar written consent of Lender:

Indebtedness and Llens. (1) Except for trade debt incurred in the normat course of business and indebtedness to Lender contemplated by
this Agreement, create, incur or assume Indebtedness for borrowed money, including capital leases, (2} sell, transfer, mortgage, assign,
pledge, lease, grant a security interest in, or encumber any of Borrower's assets {except as allowed as Pemmitted Liens), or (3} sell with
fecourse any of Bormower's accounts, except to Lender. '

Continuity of Operations. {1} Engage any business activities substantially different than those in which Borrower is presently engaged,
{2) cease operations, liquidate, merge, transfer, acquire or consolidate with any other entity, change its name, dissolve or transfer or sell
Collateral out of the ordinary course of business, or {3) make any distribution with respect to any capital account, whether by reduction of
capital or otherwise.

Loans, Acquisitions and Guaranties. (1) Loan, Invest in or advance money ar assets to any other person, enterprise or entity, (2}
purchase, create or acquire any Interest In any other enterprise or entity, or (3} incur any obligation as surety or guarantor other than in
the ordinary course of business. -

Agreements.  Bomrower will not enter into any agreement containing any provisions which would be violated or breached by the
performante of Borrower's obligations under this Agreement or in connection herewith.

CESSATION OF ADVANGCES. f Lender has made any commitment to make any Loan to Borrawer, whether under this Agresmant or under any
other agreement, Lender shall have no obligation to make Loan Advances or 1o disburse Loan proceeds if; (A) Borrower or any Guarantor is in
default under the terms of this Agreement or any of the Related Documents of any other egreement that Botrower or any Guarantor has with
Lender; (B) Borrower or any Guarantor dies, bacemes incompetent or becomes insolvent, files a petition in benkruptey or similar proceedings,
or is adjudged a bankrupt; (C} there occurs a materiel adverse change In Borrower’s financial condition, in the finansial condition of any
Guarantor, or n the value of any Collateral securing any Loan; or {D} any Guarantor seeks, claims or othervise attempts to limit, modify or
revoke $uch Guarantor's guaranty of the Loan or any. other Joan with Lender.

RIGHT OF SETOFF. To the extent permitted by applicable law, Lender reserves a sight of setoff in all Borrower's accounts with Lender (whether
checking, savings, or some other account). This includes all accounts Borrower holds Jointly with someone else and all accounts Borrower may
open In the future. However, this does not Include any 1RA or Keogh aceounts, or any trust accounts for which setoff would be prohibited by
law. Borrower authorizes Lender, to the extent permitted by applicable law, to charge or setoff all sums owing on the debt agalnst any and all
such aceounts.

DEFAULT. Each of the following shall constitute an Event of Default under this Agreement:
Payment Default. Borrower fails to make any payment when duz under the Loan.

Other Defaults. Borrower fails to comply with or te perform any other term, obligation, covenant or condition contained in this Agreement
or in any of the Related Documents or to comply with ar to perform any term, obligation, covenant or condition contained in any other
agreement batween Lender and Borrower.

Default in Favor of Third Parties. Borrower or any Grantor defaults under any loan, extension of credit, security agreement, purchase or
sales agreement, or any other agreement, in favor of any other creditor or person that may materially affect any of Borrower's or any
Grantor's property or Borrower's or any Grantor's abllity to repay the Loans or perform their respective obligations under this Agreement or
any of the Related Documents.

False Statements. Any watranty, representation or statement made or fumished to Lender by Borrower or on Borrower's behalf under this
Agreement or the Related Documents is false or misleading in any material respect, either now or at the time made or furpished or becomes
false or misleading at any time thereafter.

Death or Insolvency. The dissolution or termination of Borrower's existence as a golng business or the death of eny partner, the insolvency
of Borrower, the appointment of a receiver for any pait of Borrower’s préperty, any assipnment for the benefit of creditors, any type of
creditor workout, or the commencement of any proceeding under any bankmptey or insolvency laws by or agalnst Borrower,

Defective Collateralization. This Agreement or any of the Relaled Documents ceases to be in full torce and effect {including failure of any
collatera} document to create a valid and perfected security Interest or lien) at any time and for any reason.

Creditor or Forfeiture Proceedings. Commencement of foreclosure of forfefiure proceedings, whethar by judicial proceeding, self-help,
repossession or any other method, by any creditor of Borrower or by any governmental agency against any collateral securing the Loan.
This includes a garnishment of any of Borrower's accounts, Including deposit accounts, with Lender. However, this Event of Default shall
not apply if there is a good faith dispute by Borsower as to the validity or reasonablenass of the claim which is the basls of the creditor or
forfeiture proceeding and Tf Borrower gives Lender written notice of the creditor or forfeiture proceeding and deposits with Lender monies or
a surety bond Jor the creditor or forfeitura proceeding, in an amount determined by Lender, in its sole discretion, es being an adequate
reserve or bond for the dispute.

Events Affecting Guaraptor. Any of the preceding events occurs with respect to any Guarantor of any of the Indebtedness or any
Guarantor dies or becomes incompetent, or revokes or disputes the validity of, or Jiability under, any Guaranty of the Indebtedness. In the
avent of a death, Lender, at its option, may, but shall not bs required to, permit the Guarantor's estate to assume unconditionally the
obligations arlsing under the guaranty in @ manner satisfactory 1o Lender, znd, in doing s0, cure any Event of Default.

Events Affecting General Partner of Borrower. Any of the preceding events occurs with respect to any general partner of Borrower or any
general pariner dies or becomes incompetent.

Change in Ownership. The resignation or expulsion of any general partner with an ownership interest of twenty-five percent {25%} or more
in Bomrower.

Adverse Change. A material adverse change oceurs in Borrower's financial condition, or Lender believes the prospect of payment or
performance of the Loan is impaired.

Insecurity. Lender in good faith balieves itself inscoure.

Right to Cure. If any default, other than a default on Indebtedness, is curable and if Borower or Grantor, as the case may be, has not been
given a notice of a similar default within the preceding tweive (12) months, it may be cured if Borrower or Grantor, as the case may be,
after receiving wiitten notice from Lender demanding cure of such default: (1) cure the default within fifteen (15) days; or {2) if the cure
requires more than fifteen {(15) days, immediately initiate steps which Lender deems in Lender’s sole discretion to be sufficient to cure the
default and thereafter continue and complete all reasonable and necessary steps sufficient to produce complience as socn as ressonably
practical.

EFFEGT OF AN EVENT OF DEFAULT. If any Event of Default shall occour, cxeept whera otherwise provided in this Agreement or the Related
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Documents, all commitments and obligations of Lender under this Agreement or the Related Documents or any other agreemant immediately wilf
terminate lincluding any obligation to make further Loan Advances or disbursements), and, at Lender's option, all Indebtedness immediately wil
becoms due and payable, all without notice of any kind to Barrower, except that in the case of an Event of Dafault of the type described in the
"Insolvency” subsectlon abave, such acceleration shall be automatic and not optional. In addition, Lender shall have all the rights and remedies
provided in the Related Documents or available at law, in equity, or otherwise, Except as may be prohibited by applicable taw, all of Lender’s
rights and remedies shall be cumulative and may be exercised singularly or concumently, Election by tender to pursue any remedy shall not
exclude pursuit of any other remedy, and an election to make expenditures ar to take action to perfomn an obligation of Borrawer or of any
Grartor shall not affect Lender's right to decfare a default and to exercise its rights and remedies.

MISCELLANEOUS PROVISIONS. The following miscellaneous provisions are a part of this Agreement;

Amendments. This Agreement, together with any Related Documents, constitutes the entire understanding and agreement of the parties
as to the matters set forth in this Agreement. No 2iteration of or amendment to this Agreement shall ke effective unless given in writing
and signed by the party of parties sought to be charged or bound by the alteration or amendment. :

Attameys' Fees; Expenses. Borrower agrees to pay upon demand all of Lender's costs and expenses, including Lender's attorneys' fees
and Lender's legal expenses, incurred in connection with the enforcernent of this Agreement. Lender may hire or pay someone ¢lse to help
enforce this Agreement, and Bosrower shall pay the costs and expenses of such enforcement. Costs and expenses inciude Lender's
attomneys’ fees and legal expenses whether or not there Is a lawsuit, including attorneys’ fees and lagal expenses for bankruptey
proceedings {including efforts to modify or vacate any automatic stay or injunction), appeals, and any anticipated postjudgment collection
services. Borrower also shall pay all court casts and such additional fees as may be directed by the court,

Caption Headings. Caption headings in this Agreement are for convenlence purposes only and are not 1o be used to Interpret or define the
provisions of this Agreement.

Consent to Loan Participation. Borrower agrees and consents to Lender's sale or tansfer, whether now or jater, of one or more
participation interests in the Loan to one or more purchasers, whether related or unrelated to Lender. Lender may provide, witheut any
limitation whatsoever, to any one or more purchasers, or potentisl purchasers, any informatlon or knowledge Lender may have about
Borrower or about any other matter relating to the Loan, and Borrower hereby waives any rights to privacy Borrower may have with respect
to such matters. Borrower addjtionally waives any and all notices of sale of participation Interests, as well as all natices of any repurchase
of such perticipation interests. Borrower also agrees that the purchasers of any such participation interests will be considered as the
absolute owners of such interests in the Loan and will have all the rights granted under the participation agreemeit or agreements
governing the sale of such participation interests. Borrower further waives all rights of afset or counterclaim that it may have now or later
against Lender or agalnst any purchaser of such a participation interest and unconditionally agrees that either Lender or such purchaser may
enforce Borrower's obligation under the Loan irvespective of the failure or insolvency of any holder of any interest in the Loan. Borrower
further agrees that the purchaser of any such participation interests may enforce its interests Irrespective of any personal claims or
defenses that Borrower may have against Lender.

Goveming Law. This Agreement will be govemed by federsl law applicable to Lender and, to the extent not preempted by federal jaw, the
laws of the State of Califomia without regard to jts conflicts of law provisions. This Agreement has been accepted by Lender in the State
of California. I

Chaice of Venue. If there is a lowsuit, Borrower agrees Upon Lender's request o submit to the jurisdiction of the courts of Riverside
County, State of California,

No Waiver by Lender. Lender shall not be deemed to have waived any rights under this Agreement unless such waiver is given in writing
and signed by Lender. No delay or omission on the part of Lender in exarcising any right shall operate as a waiver of such vight or any
other right. A waiver by Lender of a provision of this Agreement shall not prejudice or constitute a waijver of Lender's right otherwise to
dernand strict compliance with that provision or any other provision of this Agreement. No prior waiver by Lender, nor any course of
dealing between Lender and Borrower, or hetween Lender and any Grantor, shall constitute 2 waiver of any of Lender’s rights or of any of
Borrower's or any Grantor's obligations as to any future transactions. Whenever the consent of Lender is required under this Agreement,
the granting of such consent by Lender in any instance shall not constitute continuing consent to subsequent instances where such consent
Is required and iin al! cases such consent may be granted or withheld In the sole discretion of Lender.

Notices, Any rotice required to be given under this Agreement shall be given in writing, and shall be effective when actually delivered,
when actually received by telefacsimile (unless otherwlse required by faw), when deposited with a natlonally recognized overnight courier,
or, if mailed, when deposited in the United States mail, as first ciass, certified or registered mail postage prepaid, directed to the addresses
shown near the beginning of this Agreement. Any party may change its address for notices under this Agreement by giving formal wiitten
notice to the other parties, specifying that the purpose of the notice is to change the party's address. For notice purposes, Borrower
aprees to keep Lender Informed at all {lmes of Borrower™s current address, Unless otherwise provided or required by law, if there is more
than one Borrower, any notice given by Lender 1o any Bosrower is deemed to be notice given 1o all Borrowers.

Severability. I a court of competent jurisdiction finds any provisicn of this Agreement 1o be illegal, invalid, or unenforceable as to any
circurnstance, that finding shall ot make the offending provision illegal, invalid, or unenforcezble as to any other clrcumstence. If feasible,
the offending provision shall be considered modified so that it becomes fegal, valid and enforceable. If the offending provision cannot be so
madified, it shall be considered deleted from this Agreement. Unless otherwise required by faw, the illegality, invalidity, or unenforceability
of any provision of this Agreement shall not effect the legality, validity or enforceabllity of any other provision of this Agreement.

Subsidiaries and Affiliates of Borrower. To the extent the context of any provisions of this Agreement makes it appropriate, ncluding
without limitation any representation, warranty or covenant, the word "Borrower™ as used In this Agreement shall Include al} of Borrowrer’s
subsidiaries and affiligtes. Notwithstanding the foregoing however, under no circumstances shalf this Agreement be construed to require
Lender to make any Loan or other financial accommodation to any of Borrower's subsidiaries or affiliates.

Successors and Assigns. All covenants and agreements by or on behalf of Boriower contained in this Agreement or any Related
Doguments shall bind Borrower’s successors and asslgns and shall jnure to the benefit of Lender snd ils successors and assigns. Borrower
shall not, however, have the right to assign Borrower's Fights under this Agreement or any interest therein, without the prior written
consent of Lender.

Survivel of Representations and Warranties. Borrower understands and agrees that in making the Loan, lLender is relying an all
representations, warranties, and covenants made by Borrower in this Agreement or in any certificate or other instrument delivered by
Borsower to Lender under this Agreement or the Related Documents. Borsower further agrees that regardless of any investigation made by
Lender, all such representations, warranties and covenants will survive the making of the Loan and delivery to Lender of the Related
Documents, shall be continuing in nature, and shall remain in full force and effect until such lime as Borrower's Indebtedness shall be paid
in full, or until this Agreement shall be terminated in the manner provided above, whichever is the last 1o oceur.
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Tima is of the Essence. Time is of the essence in the performance of this Agreement.

DEFINITIONS. The following eapitalized words and terms shall have the following meariings when used in this Agreement. Unless specifically
stated to the contrary, all references to dolar amounts shall mean amounts in fawful money of the United States of America. Words and terms
used in the singular shalt Include the plural, apd the plural shall include the singular, as the context may require. Words and terms not otherwise
defined in this Agreement shall have the meanings ettributed to such terms in the Uniform Commercial Code. Accouniing words and terms not
otherwise defined in this Agreement shall have the meanings assigned to them in accordance with generally accepted accounting principles as in
effect on the date of this Agreement:

Advance. The word "Advance” means a disbursement of Loan funds made, or 1o be made, to Borrower or on Borrower's behalf on a fine
of credit or mulfiple advance basis under the terms and conditions of this Agreement. .

Agreement. The word “Agreement” means this Business Loan Agreement, as this Business Loan Agreement may be amended or modified
from time to time, together with all exhibits and schedules attached to this Business Loan Agreement from time to time.

Borrower. The word "Borrower™ means Copeland Properties Three, L.P., a California fimited partnership and includes all co-signers and
co-makers signing the Note and all their successors and assigns.

Collateral. The word "Collateral” means alf property and assets granted as collateral security for a Loan, whether real or personal property,
whether granted directly or indirectly, whsther granted now or In the future, snd whether granted in the form of a secwrity interest,
mortgage, collateral mortgage, deed of trust, assignment, pledge, crop pledge, chatlel mortgage, collateral chattel mortgage, chattel trust,
factor's lien, equipment trust, conditional sale, trust receipt, lien, charge, fien or title retention coniract, lease or consignment intended as a
security device, or any other security or fien Interest whatsoever, whether created by law, contract, or otherwiss.

Environmental Laws. The words "Enyironmental Laws" mean any and all state, federal and Jocal statutes, regulations and ordinances
relating to the protection of human health or the environment, including without limitation the Comprehensive Environmental Responss,
Compensation, and Liability Act of 1980, as amended, 42 U.S.C. Section 9601, st seq. {"CERCLA®}, the Superfund Amendments and
Reauthorization Act of 1986, Pub. L. No. 99-488 {"SARA"}, the Hazardous Materfals Transportation Act, 49 U.8.C. Section 1801, et seq.,
the Resource Conservation and Recovery Act, 42 U.S.C. Section 8301, et set)., Chapters 6.5 thraugh 7.7 of Division 20 of the California
Health and Safety Code, Section 26100, et seq., or other applicable state or federal laws, rules, or regulations adopted pursuant thereto.

Event of Default, The words "Event of Default™ mean any of the events of default set forth in this Agreement in the default section of this
Agreement. N

GAAP. The word "GAAP" means generally accepted accounting principles.

Grantor. The word "Grantor” meens each and all of the persons or entities granting a Secwrity Interest in any Collatera} for the Loan,
Ineluding without imitation all Borrowers grenting such a Security Interest.

Guarantor. The word "Guarantor™ means any guarantor, surety, or accommodation party of any or all of the Loan.

Gaaranty. The word "Guaranty™ means the guatanty from Guarantor to Lender, including without limitation & guaranty of ali or part of the
Note.

Hazardous Substances. Tha words ®Hazardous Substances™ mean materials that, because of their quantity, concentration or physical,
chemical or Infectious characteristics, may cause or pose a present of potential hazard to human hesalth or the environment when
improperly used, lieated, stored, disposed of, generated, manufactured, transported or otherwise handled, The words "Hazardous
Substances™ are used in their very broadest sense and include without limitation any and all hazardous or toxic substances, materfals or
waste as defined by or listed under the Enviranmental Laws. The term "Hazardous Substances” also includes, without limitation, petroleum
and petroleum by-products or any fraction thereof and asbestos.

Indebtedness. The word "Indebtedness® means the indebtedness avidenced by tha Note or Related Documents, inciuding all principal and
interest together with all other indebtedness and costs and expensss for which Borsower is responsible under this Agreement or under any
ot the Related Documents.

Lender. The word "Lender” means Pacific Western Bank, its successors and assigns.

Loan. Ths word "Loan" means any and all loans and financial accommodations from Lender to Borrower whether now or hereafter
existing, and however evidenced, including without limitation those Ioans and financial accommodations described herein or described on
any exhibit or schedule attached to this Agreement from time to time.

Note. The word "Note™ means the promissory note dated February 12, 2007, in the original principal amount of $1,800,000.00 from
Burrower 1o Lender, together with all renewats of, extensions of, modifications of, refinancings of, consolidations of and substitutions for
the promisscry note or agreement.

Permitted Liens. The words "Permitted Liens” mean (1) liens and security Interests securing indebtedness owed by Borrower to Lender;
[2) liens for taxes, assessments, or similar charges either not yet due or being contested in good faith; (3) liens of materialmen,
mechanics, warehousemen, or carriers, or other like Jiens arising in the ordinary course of business and securing obligations which are not
yet delinquent; (4) purchase money liens or purchase money security interests upon or in any property acquired or held by Borrawer In the
ordinary course of business to secure indebtedness outstanding on the date of this Agregment or permitted to be incurred under the
paragraph of this Agreement titled "Indebtedness and Liens™; (5) liens and security interests which, as of the date of this Agreement,
have been disclosed to and approved by the Lender in writing; and (6) those fiens and szcourity interests which in the aggregate constitute
an immaterial and insignificant monetary amount with respect to the net value of Bomower's assets.

Related Documents. The words "Related Documents™ mean all promissory notes, credit agreements, loan agreements, environmental
agreements, guaranties, security agrecments, morlgages, deeds of trust, security deeds, collateral mortgages, and ali other instruments,
agreements and documents, whether now or hereatter existing, executed In connection with the Loan.

Security Agreement. The words "Security Agreement” mean and include without limitation any agreements, promises, covenants,
arrangements, understandings or other agreements, whether created by law, contract, or atherwise, evidencing, governing, representing, or
creating a Security Interest.

Secority Interest. The words "Security Interest” mean, without limitation, any and all types of collateral security, present and future,
whether in the form of a lien, charge, encumbrance, mortgage, deed of trust, security deed, assignment, pledge, crop pledge, chattel
mortgage, collateral chattel morigage, chattel trust, factor’s fien, equipment trust, conditional sale, trust receipt, lien or title rétention
contract, lease or consignment intended as a security device, or any other security ot lien interest whatsoever whether created by law,
contract, or otherwise.
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BORROWER ACKNOWLEDGES HAVING READ ALL THE PROVISIONS OF THIS BUSINESS LOAN AGREEMENT AND BOHROWER AGREES TO
ITS TERMS. THIS BUSINESS LOAN AGREEMENT IS DATED FEBRUARY 12, 2007.

BORROWER:
COPELAND PROPERTIES THREE, L.F., A CALIFORN!A LIMITED PARTNERSHIP

COPELQD REAL INEz; K CALIFORNIA CORPORATION, General Partner of Copeland Properties Three, L.P., & California Yimited partnership

Donsld 3 opeland,  President/Secretary  of
Copeland Realty, Inc., 8 California corporation

LENDER:

L padintr

Authorlzed\signer
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TRI TOOL INC.,
coxrporation,

vs.

et al.,

DEPOSITION OF
TAKEN BY
Commencing
Location

Day, Date

Reported by
Pursuant to
Original to

PAGES 1 - 120
JOB NO. 131072

a Nevada

Plaintiff,

COPELAND PROPERTIES THREE,

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

Defendants.
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When Every Word Counts...

SUPERICR COURT OF THE STATE OF CALIFORNIA

FOR THE COUNTY OF SACRAMENTO
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TRACY STOCKMAN

ROLLIE PETERSON, ESQUIRE

10:12 A.M.

707 Brookside Avenue

Redlands, California 92373

Wednesday, January 30, 2013

MICHELLE CASTELLANOS, C.S.R. NO. 11699
Subpoena
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1| the question, please let me know that you have something 1| education is based on hearsay. Doesn't mean you don't
2| else to say; okay? 2| know anything. So just let me know if I ask a question
3} A Okay. 3| and you haven't observed something personally, heard
4] Q Areyou taking any medications today that may 4| something personally, let me know that you know the
5| impair your ability to recall events that may have 5| answer to the question, but that you got your answer from
6| occurred in the past? 6! a different source.
71 A No. ? Do you undetstand?
8] Q Tell me what your educational level is. 8 A Yes.
9! A Thave abachelor's of science in business 8| Q Breaks, this is not a marathon event. We'd the
10| administration. 10| like to get it over with as soon as possible, but if
11} Q When did you get that? 111 you'd like a break, let us know. We'll stop and go off
12 A 2007. 12| the record and take a break; okay?
131 Q Your current occupation? 131 A Okay.
141 A Vice president, construction loan officer with 14} Q Another thing is often you may want to have a --
151 Pacific Western Bank. 15| talk to your attomney. 1f there is a question pending, I
16, Q Now, you said construction loan officer. Is 16 { would like the answer before you speak to your attorney.
[17| your activities primarily related then to construction 17| If you take a break while there is a question pending, T
18| Joans? 18| have a right to comment on that at the time of trial
191 A Construction and commecrcial real estate. 131 that, in fact, you had to confer with your attorney
201 Q While we go through the deposition, if you need 20| before the answer was given.
21| a moment to reflect on an answer, take your time. Don't 21 Do you understand?
221 guess or speculate. However, I am entitled to your best 220 A Yes.
23| answer; okay? And I'm entitled to an estimate if my 23} Q Did you review any documents today -- or prior
24| question calls for one. If you don't know the precise 24| to today in preparation of giving your deposition?
25[ date something occurred, precise time, if it's asked in 251 A Yes.
Page 9 Page 11
1| the question, just please let me know this is an 11 Q What did you review?
2 estimate. Can you do that for me? 2| A Ireviewed the communication in a loan file. 1
3] A Yes. 31 reviewed the bank's loan approval form. I reviewed the
4} Q From time to time your attorney sitting to your 4| disbursement and payment documentation. Am I allowed to
5| right may make objections. What he's doing is he's 5| refer to this? May I refer to my file?
6 | preserving the record if this case goes to trial at some 6/ Q Sure. Let me ask you a question. This may
7| point in time or one of the other two attorneys may make 7| shorten the process a little bit. You have a green file
8| objections. Allow them to finish their objection before 8| sitting in front of you that you brought with you today.
9} you start answering, if you would. Then at some point in 91 And you have a black -- some sort of portfolio that you
10 the future, if this case should go to trial, and we have 10| have. Did you review documents in the black file?
111 a judge, then a judge can make a ruling on the objection. 111 A No.
12 So the process is one of the attorneys objects. 12| Q Okay. The green file then. What's in your
13) They finish. Then you give me the answer. Sometimes 134 black file?
14/ their objections primarily go to the form of the 14; A My personal calendar.
15} question. It gives me the opportunity to restate the 15 Q Okay. And the green file, is that the loan [ile
16 question if it was a bad question, and I will ask a 16{ that you just referred to?
17| number of those. But anyhow just proceed on unless your 17/ A This file is a copy of the records requested or
18] attorney for some reason instructs you otherwise. In 18| the subpoena.
19| that event, he and I may or may not have a very short 197 Q Soisthat a copy of the loan filc then?
20| conversation about the objection, and then we'll move 200 A No.
21| forward. 21 MR. LAMBIRTIL: Counsel, we served an objection.
22 I'm also -- every once in a while I get a 22} 1 didn't serve it on everybody because I didn't have a
23| witness that I'll get into the deposition and find out 23/ list of all counsel. We objected to the production of
24| that, gee, they know things but they're not telling me 24| policies and procedures and retention policies and a
25| because they think it's hearsay. And your entire college 2% couple of ather odds and ends, but this is everything
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Page 40
Q  So sometimes a guarantor's documentation may be
obtained through a third party such as Charles Copeland.

Would that be right?

A Yes.

Q Was there any verification process that you know
of?

A Can you be more specific?

Q Well, I mean, if you take a guarantee from

Dr. Eure and you're relying in substantial part upon that
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Page 42

loan. She is here as a custodian talking about a
specific loan. Since the loan officer is no longer with
the bank, she is the person most knowledgeable about this
loan. Now you want to know about her relationship with
Mr. Copeland and other loans and lending relationships
with Mr. Copeland. It's beyond the scope.

MR. PETERSON: I would respectfully disagree
with you. I think, in fact, the reason that she is here
is because she had a relationship with Charles Copeland

10| collateral or that guarantee as collateral for the loan, 10} in regards to other matters. I think that her knowledge
111 would you verify with Dr. Eure that, in fact, he had 11| about Charles Copeland and the bank's basis in making .
12| executed the documentation that went into the file? 121 thig particular loan is -- you know, may lead to relevant
13} A Wetypically request copies of driver's +3[ evidence. So I think I'm entitled to go beyond the scope
14| licenses. =4} of what you have narrowly defined as the purpose of the
151" Q Directly from the guarantor? 15| deposition. I'm not going to go into great detail.
161 A Not always. 16 MR. LAMBIRTH: Let's move into other areas and
17} Q You had -- you were the primary -- prior to this 17! maybe we can get back to this after a little bit.
18| loan we're looking at as a part of Exhibit No. 77, you 18 MR. PETERSON: You're standing on your
19| were Charles Copeland's primary business officer at the 19{ objection?
20| bank; right? 20 MR.LAMBIRTH: [ am. I'll review the subpoenas
211 A Yes. 21| during a break and see if they're broader than I think
22| Q And what businesses was Charles Copeland 22| they are.
23] involved in that banked at your bank? 23 MR. PETERSON: Well, I think -- well, never
24 MR. LAMBIRTH: I'm going to object. Beyond the 24| mind. We'll do that. If you'll look at -- and you had a
25| scope of the deposition subpoena. 25 real estate purchase agreement in front of you.

Page 41 Page 43

11 Q BY MR.PETERSON: Go ahead. You can answer. 1 Oh, by the way, 1 think also after inquiring of

2 MR. LAMBIRTH: I'll instruct her not to answer. 2| her of the documents that were withheld that she has been

3t Q BY MR.PETERSON: What's your relationship 1o 3| testifying off of, I think there is quite -- there is a

4| Charles Copeland? 4| number of things that she does not recall in relation to

5| A He was a customer. S| that document. I think in that regard then, the

§1  Q How long had he been a customer of yours? € | appropriate procedure would be for the bank to redact

7 A Six months to a year. 71 their confidential and proprietary information from that

8 Q How did you come to know him? 8| document and allow us 1o see it.

91 A He was referred to us. s MR. ZIPRICK: While we're talking about that, if
200 Q Do you know who made the referral? 1041 could jump in. I'have gone through everything here and
i1 A Yes. 11} sometimes in banks, they'll have a committee or a board,
12 Q Who? 12| depending on how big the loan is, that would approve the
131 A Jeffrey Jones. 13}loan. And the question that [ was not wanting to jump
14} Q Was Jeffrey Jones at that time a customer or 14{ into but just to find out of the documentation, are there
15| client of the bank? 15} nuinutes of the committee or board that approved this
16 A Yes. 16} loan. If those could be obtained as part of the -- 1
17 Q What does Jeffrey Jones do? 17| don't know if they're in here. I just haven't taken the
18] A He was a developer, real estate developer. 18} time, but I don't see them really fast. I'm sure you're
13| Q Prior to the loan that's represented by Exhibit 19| going to get there.

20 No. 77, had you made other loans to Charles Copcland 20 MR. BRUBACHER: They're not. 1've looked.
21} and/or any of his entities? 21 MR. ZIPRICK: Okay. Depending on the size of
221 A Yes. 22| the loan, usually banks have policies, and above a

231 Q Approximately how many loans? 23} certain level, it has to go to --

24 MR. LAMBIRTH: I'm going to object, Counsel. 24 MR. LAMBIRTH: The loan committee.

25| Again, beyond the scope. We're here talking about a 25 MR. ZIPRICK: Loan commitiee or the board.
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1 MR. PETERSON: Wecll, I mean, it seems to me 1 (Plaintiff's Exhibit 78 was marked for

2| you're going to step outside and create an 2 identification by the court reporter

3] attorney/client privilege where she isn't going to be 3 and is attached hereto.)

4] able to answer the question that I'm asking her if she 4 MR. LAMBIRTH: Two sheets of paper with Bates

5| was instructed by counsel not to produce something, 51 stamps 005 and 006.

6 MR. LAMBIRTH: Let's ask her that. 6 MR. PETERSON: And 007.

71 Q BY MR.PETERSON: Were you instructed by counsel | 7 MR. LAMBIRTH: Three sheets, 007.

81 not to produce resolutions? 8 MR. PETERSON: Correct.

291 A No. 9 Q@ BY MR.PETERSON: Looking at Exhibit No. 78,
101 Q Okay. Then why didn't you produce the 10| this is a document that was produced by Pacific Western
11 resolutions for CP Three? 11| Bank pursuant to a subpoena that we served on the bank on
12§ A 1 wasn't the person who made the copies so I do 12} November 19, 2012. Were you involved at all in the
13 not know why it wasn't produced. 13| production of Exhibit No. 782
111 Q When the loan file came inlo your possession, is 141 A No.
15| that when this copy was made to bring today? 151 Q Were you even aware the subpoena had been served
16 A No. 164 on Pacific Western Bank in November, a subpoenia by Tri
17)  Q When was it made? 17| Tool?

181 A The copies were made by Michelle 1arner. 18 A No.
18] Q In Carlsbad? 131 Q Ifyou look at the first page, 0005, and you'll
200 A Yos, 20) see that there were -- it says signer guarantor, and as
21t Q My understanding then was the loan file came 21 you go down the list, you'll see the last one is Copeland
22| into your hands first and then went to Michelle? 22| Realty, Inc.; correct?
23| A Yes. 23] A Yes.
241 Q  Why was that? 241 Q So there would be resolutions most likely from
251 A Because it is her responsibility to produce 251 Copeland Realty, Inc.; correct?
Page 25 Page 27
1| documents for subpoenas. 11 A Yes.

2/ Q Which now creates a problem. 2| Q Ifyoulovok where it says Collateral halfway

3 MR.LAMBIRTH: You want to go off the record? 3| down, do you see --

4 MR. PETERSON: Yeah, let's go off the record for 4] A Yes.

5| asecond. 5| Q Ttsays, "Landmark Center Boulevard, Greensboro,

3 (Off the record.) 5| North Carolina," okay. Was there any resolutions from

71 Q BY MR.PETERSON: So we didn't get the 7| CP Fourteen or CP Eighteen in relation to Landmark Center

8| resolutions. There would be resolutions in the file, we 8| Boulevard?

9| know, from CP Three, okay, probably CP Fourteen. Would 91 A No.
10| that be true? Was it your understanding that CP Fourteen 10{ Q But this would indicate that Landmark Center
11] was the entity that essentially took down the Landmark 11| Boulevard was given as collateral on this loan?
12| Center Boulevard in Greensboro, North Carolina? 12 A No.

13 A No. 131 Q What would it indicate?

14| Q CP Eighteen eventually did; correct? 14} A Idonotdo the computer input. I can -- what I
151 A Idon't know. 15| believe this indicates is that we identify where the

16] Q What do you recall as far as resolutions then 16} proceeds of loans are benefitting. That's probably why
17 and -- other than CP Three's? Any others? |17| that address is there.

18 MR. LAMBIRTH: In this loan file? ’. 18;  Q [Isee. Okay. So the loan -- the purpose of the
19 MR. PETERSON: In this loan file. 19 loan then was cssentially to -- for Copeland Realty to
20 THE WITNESS: I don't specifically recall. 20| purchase the Landmark Center Boulevard properties in
21| Typically we have a resolution from the borrower and any 21 Greensboro, North Carolina. Would that be your

22} guarantors that are entities. 22| understanding from this document?

23 MR. PETERSON: I'm going to hand you what we're 231 A No.

241 going to mark as Exhibit No. 78. 24 Q What would be your understanding?

25| // 25\ A That it was for Copeland Properties Three to
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1| purchase that property. 1 .MR. LAMBIRTH: It should be in 77, Counsel, but
2| Q Was that because Copeland Properties Three was 2| however you want to do it.
3] the borrower? 3 MR. BRUBACHER: I myself think it easier to do
\4 A Yes. 4] it separately.
5| Q Now, other than resolutions, what else was not 5 MR. ZIPRICK: I have no problem with that.
6 | produced as a part of Exhibit No. 777 6 MR. LAMBIRTH: Are we going to go off the record
7| A There should have been signed guarantees. A 7| for a few minutes?
8} disbursement request and authorization. And I can't 8 MR. PETERSON: Sure.
9] recall what else. That's probably it. E (Off the record.)
10} Q But possibly some other stuff, you think? 16  Q BY MR.PETERSON: In looking at Exhibit No. 77,
11| A Possibly. 11tit's broken down into panels, and I think maybe -- I
12 MR. PETERSON: Let's go off the record for a 12} assumed something. 1want to make sure [ did not. That
13| second. 13| you used a paneled folder or divided folder that you
14 (Off the record.) 141 would normally use for your loan documents; is that
15 MR. LAMBIRTH: While we were off the record, | 15{ correct?
16| reviewed the subpoena, Attachment 3. No. 1 asks for copy 16 A Yes.
17| of the promissory note. Gives the Note No. 181650457 in 17{  Q And so Exhibit 77 would represent a loan file as
18) approximate sum of $1,800,000, made on or about 18| it was being built; correct? In other words, you start
19{ February 12,2007, and it goes on, et cetera, et cetera. 19| with a file like this and start filing documents in it.
20} At the bank, apparently somebody hyper-focused on certain |20} Is that the bank's normal procedure?
21| items in there. I can see now from reading of this you 21 A Yes.
22| might have asked for much more of the loan file. 22|  Q As far as you're aware, the documents in the
23 I have with me now a copy of a -- I'll recite 23| loan file that you brought that is represented by Exhibit
24 these. Corporate Resolution to Guarantee apparently 24| No. 77, these documents then would find their way into
25, executed by Copeland Realty, Inc. Trust Certificate 25| the file at or near the time that they were produced by
Page 29 Page 31
11 executed by Ziilch Family Trust. Commercial guarantees. 1| the bank, correct, or received by the bank? Would that
2| One by Werdna Eure, W-e-r-d-n-a, E-u-r-e. Another 2| be true?
3| commercial guarantee by Dorothy M. Ziilch, Z-i-i-l-c-h. 31 A Yes.
4| Commercial guarantee by Dorothy M. Ziilch, trustee of the 4] Q And are you aware of anything or that it would
5| Ziilch Family Trust. Commercial guarantee of Charles 5| be a part of this particular loan file for 1.8 million
61 Copeland. Commercial guarantee of Donald E. Copeland. 6| that would not have found its way into the file at or
7) Commercial guarantee of Copeland Realty, Inc., a 7\ about the time that it was generated or received by the
8| California corporation.- Other documents are disbursement 8| bank?
9| requests and authorization. Partnership Autharization by 2| A Can you repeat that.
10| Copeland Properties Three, LLP, a California limited 101 Q What I'm looking for is I want to know if there
11{ partnership. Resolution of Corporate Partner executed by 11} is anything within Exhibit No. 77, any documents here,
12} Copeland Realty, Inc., a California corporation. 12| that would not have been filed in that loan file at or
13| Business Joan agreement, which you already have in the 13| near the time that the bank either generated the document
14| green file, and a promissory note, which you already 14| or received the document.
151 have. So, Counsel -- 15 MR. LAMBIRTH: Other than the subpoena notices?
16 MR. PETERSON: You're just taking the last two 16 MR. PETERSON: Other than the subpoena notice,
17| documents out of the stack because we have those in the 171 yes.
18/ file and gave those back to Tracy, and we're going to 18 THE WITNESS: The record of pay-off would have
19| take the initial documents you rcad into the record and 19} been, you know, following the time of the loan
20| photocopy those. 20| initiation, but otherwise --
21 MR. LAMBIRTH: Would you like those marked 21 Q BY MR. PETERSON: But as soon as the loan was
22| collectively or individually? 22| paid off, that document would go in the file --
23 MR. PETERSON: We can do one of two things. We [23] A Yes.
24| can add it to the exhibit we have, 77, or we can mark it 24 Q --ator near that time; right?
25| as a separate exhibit. 251 A Yes.
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11 Q The promissory note is supported by a business 1} of the borrower and guarantors.
2{ loan agreement. The business loan agreement is in the 2] Q Anything else?
3| file on the right-hand side, and it appears that the 31 A A summary of strengths and weaknesses and
4| borrower on the business loan agreement is Copeland 41 background information of the parties involved.
5| Properties Three LP, a California limited partnership. 5|  Q Now, of that information -- I'll direct this to
3 In this document, does it state anywhere within 6 your counsel.
7| the business loan agreement what the purpose of the loan 7 MR. PETERSON: Of that, it would be the pricing
81 was? 8| information that would be objectionable essentially as
91 A Idon'trecall. 9| being proprietary; is that correct?
101  Q Can you look real quick? 10 MR. LAMBIRTH: There might be others, but that's
11| A  Uh-huh. No. 11| the first one that comes to mind.
121 Q Is there anything within the file, Exhibit 12 MR. PETERSON: It would seem that we could get
13| No. 77, that would tell you what the purpose of the loan 13| the document redacted to that information and produced.
141 4s? 14 MR. LAMBIRTH: Let me consider that and get back
15/ A Yes. 15 to you. T have to run it by somebody else. Also I --
16}  Q And what would that be? 16} have all the guarantors been named as parties in this
17/ A The loan approval. 17| case? Have they all received notice and an opportunity
18| Q And can you point out the loan approval for me. 18} to object? I'm worried about financial privacy. It's
191 A No, it's not in here. 19| like HIPAA. We have to assert a privilege unless
20 MR. LAMBIRTH: We objected {o that. 20| sumebody has an onus and has an opportunity to object.
21 MR. PETERSON: What's that? 21 MR. PETERSON: Well, Copeland, Donald Copeland,
22 THE WITNESS: Sorry. 22| is in bankruptcy. His financial information is --
23 MR. LAMBIRTH: I believe that was objected to. 23 MR. LAMBIRTH: Is out there.
24 MR. PETERSON: On what grounds? 24 MR. PETERSON: --is out there and it is subject
25 MR. LAMBIRTH: Proprictary business. 25| to scrutiny by anybody. Charles Copeland is a party in
Page 33 Page 35
1 MR. PETERSON: The loan approval? 1| this case and received copies of the subpoenas. Eure is
2 MR. LAMBIRTH: Yeah. There was pricing 2| a party in the casc as a named defendant. The problem is
3| information and things in it. Ithink she's seen it. 3| Eure 1s somewhere in the world that nobody seems to know
4| T'll let her testify about things other than pricing. 1 4! where he can be found. And Dorothy Ziilch is dead so
51 think she has answers. 5[ guess whal, there is no privilege as far as a dead person
6/ Q BY MR. PETERSON: You've seen the loan approval | 6| goes.
7| form? 7 The only one that would be out there that would
gl A Yes. 81 be subject to what you're talking about would be
¢ Q And what did the loan approval form say as far 9| Dr. Eure. The recciver seems to be able to find him. I
10| as the purpose of the loan? 10 can't.
11f A The purpose was to -- for Copeland Properties 11 What's that?
12| Three to purchase a commercial real estate property. 12 MR. ZIPRICK: Idon't think -- I don't know if
13/ Q And that commercial real estate property was the 13| any of us know where Dr. Eure is.
14| one that was identified in Exhibit No. 78 as being in 14 MR. PETERSON: 1 have a court order to publish
15| North Carolina. Would that be correct? 15/ on him. The problem is we published but spelled the name
16 A Yes. 16| wrong. Didn't check it.
171 Q Greensboro? 17 MR. ZIPRICK: You got to redo it.
18] A Yes. 18 MR. PETERSON: We're going to republish probably
191  Q And specifically 6103 Landmark Center Boulevard, 19| next week.
20| Greensboro, North Carolina? 20 MR. ZIPRICK: One of the suggestions [ might
21l A Yes. 21| have, [ think the source of rcpayment is critical.
221  Q What else was in the document that was withheld 22 MR. LAMBIRTH: Ifyou ask, I think if she knows
23| other than the purpose of the loan? 23| the answer to that, I'll let her answer.
24! A It would have contained the loan structure and 24 Q BY MR.PETERSON: Let's run down them real
25| pricing, sources of repayment, discussion of financials 25| quick. What was the loan structure? Do you remember?
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1| Well, you're not going to give me the pricing, but what 1| Q Sothat isn't the same purchase agreement we're
2| was the loan structure? 2| talking about in relation to the sale and purchase of the
31 A It was an unsecured note, short-term. From what 3| Rancho Cordova property, the IRS building?
4|1 recall, it was a 60-day maturity. 4 A No.
51 Q Single pay? 51 Q Now, looking at -~ do you recall the summary of
6l A Yes. 6 | strengths and weaknesses? What do the summary of
71 Q Anything else about the loan structure that you 71 strengths and weaknesses provide other than the title?
8| can recall? 8| What were the strengths? Do you remember the strengths
9| A Ifyouask me specific questions, 1 can respond 91 of this loan?
10} to those. 10} A Notall of them.
111 Q Well, without having seen the loan structure, 11| Q What do you recall?
12/ jt's hard for me to ask specific questions. I do assume 121 A The guarantors had substantial liquidity.
13| that it was single pay from Exhibit No. 78. That it was 13  Q Whatelse?
14| unsecured. I think we identified that from Exhibit 78; 141 A There was an identified source of repayment.
151 correct? i5( Q Whatelse?
l6f A Yes. 16 A That's what I can recall.
171 Q Andthen | think we can also identify that it 171 Q Other than the guarantors' substantial liquidity
18] was short-term from Exhibit No. 78. 18 and you said identified source of repayment, okay, was
19 A Yes. 19{ there any discussion about taking the Greensboro, North
20| Q Sol was wondering if there was anything else 20| Carolina, property as collateral? '
21| other than the fact it was unsecured, short-term, and 211 A Not that I can recall.
22| single pay that you can recall as you sit here? 221  Q What about the weaknesses?
23| A Noton--no. 231 A Idon't specifically recollect any weaknesses.
|24 Q  What document were you just looking at? 24| Q Yousaid there was background information. What
251 A [ was looking at the promissory note. 25| background information did you --
Page 37 Page 39
1| Q Would that tell you essentially what the 11 A There was discussion of the businesses.
2| structure was? 2| Specifically 1 can't recall. We also had some other
3 A Yes. 3| related accounts with some of the principals that
41 Q You talked about the source of repayment. Can 4/ generally is included.
5] you tell me the source of repayment? 5]  Q Now, who were the principals?
5] A Yes. 61 A May I referto the --
71 Q What was it? 71 Q Uh-hubh, sure.
8| A It was proceeds from the sale of the building 8/ A Where is our set of documents?
9! that Copeland Properties Three owned in Sacramento. 9 MR. LAMBIRTH: They're being photocopied.
10/ Q Was there any documentation in the file in 10} Q BY MR.PETERSON: Can you refer to Exhibit 78
11| relation to the sale of the property? It's actually in 11{ and tell me who the principals were?
12{ Rancho Cordova, which is a part of Sacramento. It's a 12| A Donald E. Copeland. Charles Copeland. Werdna
13| separate city up there, but it's a suburb. 13| Eure. Dorothy M. Ziilch. And there were two entities,
14 Was there any documentation in the file 14} Ziilch Family Trust and Copeland Realty, Inc.
15 concerning the sale of that property? "That property” 15  Q Had you met -- is it Werdna Eure? Did you meet
16| being the Rancho Cordova? 16| him ever?
17{ A I believe so. 17| A No.
18] Q So that was provided to the bank. Wasita 18l Q Dorothy Ziilch, did you ever meet her?
19 purchase -- real estate purchase and sales contract? 191 A No.
201 A 1don't recall. 20f Q Did they come into the bank as part of this loan
211 Q 1think what you're looking at on the left side 21) process? Do they show up at the bank o execute
221 of that folder is you're probably looking at an agreement 22 documents?
23| for the purchase of the North Carolina property by 23] A Idon't know.
241 Copeland Realty; correct? 24f  Q Would that be a normal practice and procedure?
25| A Yes. 251 A Itdepends.
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Page 60 Page 62

to be saying. [ A Yes.

A I believe it is stating that this particular 2| Q And I'm just saying it appears it went from Palm
loan was not a traditional unsecured loan, and that it is 3| Springs to Brea to Santa Monica.
a hybrid between an unsecured loan and a swing loan. 4 MR. LAMBIRTH: Are you saying physical file or

Q  Qutside your normal pricing policies and 5| electronic portion?
practices. Would that be true? 6 MR. PETERSON: Either. Whether it's electronic

A Can you break that question down? 7| or physical, either way.

Q It appears that -- and I guess what I'm asking 8 THE WITNESS: No. Can you specify whether you
for is clarification on what you just testified to, that 2] mean the loan file or --

10| this particular loan, Exhibit No. 77, is outside the 1o  Q BY MR.PETERSON: I'm assuming the loan file
11 bank's normal parameters. That is why it's called a 111 probably includes the physical paper that you have in
12| hybrid; correct? That is why he's referring to it as a 12| hand and electronic information that you have in the
131 hybrid? 13} computers would encompass a loan file. Would that be
14} A Yes. 141 true?
15 MR. LAMBIRTH: I'm going to object. Misstates 15| A Yes.
16| her testimony. 16]  Q Andall I'm saying is that the approval process
171 Q BY MR. PETERSON: In that regard there wouldn't 17| in this particular case appears to have gone from Palm
18] be a particular pricing policy. Would that be right? 18| Springs to Brea and then from Brea to Robert Dyck in
190 A Yes. 19{ Santa Monica?
201 Q@ Going down to where it says, "Good morning. I 20 A Yes.
21| received your Copeland Properties deal on Friday. I took 21 Q Do you have credit analysts that spread the
22| Monday off. 1did review it over the weekend. There are 22| file? Do they still do that anymore?
23| a couple of questions I have," okay, and it's talking 23} A Itdepends.
24| about the pricing; right? 241 Q That would depend upon the kind of loan?
25 A Yes. 25 A No.
Page 61 Page 63
1| Q Did you ever have any conversations with Stacy 1} Q What would it depend upon?
2} about pricing on this Joan? 2i A Workload.
31 A No. 3] Q Soin spreading the file, I'm talking about
4[ Q Ifyou look at the next correspondence, it's 4] somebody goes through and does the ratios; right? Are we
5[ from Robert, D-y-c-k, Dyck. Is that how you pronounce 5| talking about the same thing?
6/ it? | 6l A Yes.
71 A Yes. K Q Asyou come down here, we've got some
8| Q He'san EDP and chief credit officer in Santa 81 handwriting. Can you tell me whose handwriting it is?
9} Monica. And then Michael Schirm, S-c-h-i-r-m, what was 9] S-O-R is R/E. It looks like an exclamation point. Does
10/ his position with the bank? 10| that mean source of repayment is real estate?
11} A Senior credit administrator. 111 A Yes.
12|  Q And where was his offices? 12y Q And that's the close of escrow on the commercial
13| A Brea. 13| property located in Sacramento. So that is how you knew
14; Q So the loan file then was put together in Indian 14| from reading this particular document that it was the
15} Wells? 15| Sacramento property that was the source of repayment?
16| A No. 161 A Yes.
17t Q Where would it have been put together? 171 Q "Yes"?
18; A In Palm Springs. 18 A Yes.
19| Q Okay. And then it went from Palm Springs to 13)  Q Here we've got, "I am recommending approval of
20| Brea and then from Brea to Santa Monica? 20/ the subject credit," and that would be Michael Schirm
21 A Can you be more specific. 211 recommending approval on it; correct?
22(  Q Inthe approval process for the loan, okay, 22 A Yes.
23| approval process is a process where the file is kicked 231 Q As far as what you understand then, Bob Dyck
24} upstream until somebody has the authority to make the 24| then was the one that ultimately approved this loan?
25| loan; right? ' 25 A Yes.
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Page 76 Page 78
112007. il Q Yes.
2| Q BY MR.PETERSON: Now, the top portion appears 2l A No.
3| 1o be a -- if you look at the document, it says page 1 of 31 Q It appears that both -- from the last sentence,
413,20f3,butl don't have a 3 of 3. 4| it says, "Therefore, David and I continue to support this
5 MR. LAMBIRTH: I don't see where — at the top? 5! loan request. We see it as a good loan for the bank."
.6 MR. PETERSON: Yeah. 6 Then that went on to Mr. Dyck. What else would
7 MR. LAMBIRTH: Oh, this thing. Yeah. Nor do 7| have gone to Mr. Dyck together with this particular
81 we. 8| e-mail? Do you know concerning this loan?
9 Q BY MR.PETERSON: Is that a photocopy issue, you 31 A It would have just been the loan approval
10/ think? In other words, if we went back and looked at the 10| report.
11/ original loan file, are we going to find -- 11 Q Going now to the next --
12 . MR.LAMBIRTH: Wasn't that just a duplicate 12 A I'msorry. Can1?
13| after that? What's the date of this one? 13| Q Sure. Anything you want to add?
14 THE WITNESS: January 31st. 1 don't think so. 14/ A Okay. My response is okay.
151 think -- I don't think there is any wording that 35/ Q Looking at the next e-mail, it's a string of
16| carried aver te page 3. That's probably why it's not 16| e-mails, I guess. One that started on - if you go to
171 here. You know, somctimes when vou e-mail and another 17| the last page or the second page, and you look down at
18| page will be put on it, but there is nothing on it. 1 18| the bottom, it started at 9:03 a.m. on the 3 st of
19 think that is what it was. 13| January, 2007. It's from Jay at Copeland Realty.
20 MR. PETERSON: 1 understand. 20 Did you know Jay?
211 Q BY MR.PETERSON: Go back actually one document |21| A Yes.
22 before that. That's the Robert Dyck -- it's from Schirm 221 Q You worked with Jay Whan on other {oans and
23110 Robert Dyck. At the bottom it talks about Copeland 23| other matters?
24| Three v Garden Ridge. 241 A Yes.
25 Do you know what the "v" stands for? Asa 45 Q What position was he at Copeland Realty, Inc.?
Page 77 Page 79
1[lawyer we always look at that as versus, but - it's in A Tdon't recall his title.
2 the subject. 2| Q What did you understand him to do for them?
3] A Iseeit. No. 31 A Assist with managing real estate assets, putting
4| Q Godown to the second page, second full 4 | together financing.
5| paragraph from the bottom. It says, "With this 5;  Q Itsays, "Were you able to reach a decision on
6 | information, David and I" -- that would be David 6! the swing loan yet?"
7| Dangwillo? ? Do you have any understanding what he meant by
8l A Yes. 8| "swing loan"?
21 Q And he was with the bank? 9] A He was referring to the subject [oan.
100 A Yes. 161 Q Do you have any idea why he referred to it as a
111 Q And what position did he have at the bank? 11{swing loan?
12{ A Senior vice president. 121 A Short-term loans where -- in this case they
131 Q He would have been over you at that time? 13| wanted to purchase a piece of property and were selling a
14| A Yes. 14/ piece of property. They needed financing to fill that
151 Q ltsays, "Called and spoke to Don Copeland to 15| gap. It's commonly referred to as a swing loan.
16| advise him of our findings." [ guess this was about the 161 Q And you understood it was CP Three selling its
17| Garden Ridge properties. It says, the second or actually 17| Rancho Cordova or Sacramento property and buying property
18| the last full paragraph, We reiterate that we in no way 18/ in North Carolina; right?
13| are -- [ guess are intending to rely on performance of 19 A Yes.
20| Garden Ridge’s repayment for our loan. We emphasize our |20 ﬁQ Then you move up a little bit. It talks about
21| reliance on proceeds from the sale of the IRS building. 21| the purchase price of the North Carolina property, I
22 And did you have any conversations with anybody 22| presume, at 8.8 million. And it says less the assumable
23| at any time concerning the subject of this, essentially 23} loan leaves a minimum needed of 1.7. My notes indicated
24| the last paragraph that I just read? 24| a loan request of 1.5.
25, A Me personally? 25 Whose notes are being referred to here? Is that
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on conversations you had with somebody at Pacific Western 1| Bank?
Bank? Mr. Dyck, for example, or Mr. Dangwillo? 2l A Yes.

A No, it was from reading the loan approval. 31 Q Did you speak with him about this transaction in

Q What in the loan approval did you read that led 4| preparation for your deposition today?
you to your conclusion? S| A No.

A It stated the purpose of the loan was to 6| Q Is there any specific reason why you didn't
purchase the property in North Carolina. 71 speak with Mr. Schirm or Mr. Dyck?

Q Was there anything else that you read that led 8l A No.
you to your conclusion? 2| Q To your knowledge, did Donald Copeland ever teli

101 A [ believe there was in the correspondence. Let %01 anyone at Pacific Western Bank that some entity other
111 me check, please. It was communication that led me to 11| than Copeland Property Three, a limited partnership, was
12| believe that. 12 actually buying the North Carolina property?
131 Q Could you identify that communication? 13 A No.
14} A The e-mail from Michael Schirm to Robert Dyck 141 Q To your knowledge, did Charles Copeland ever
15] dated February 7, 2007. The specific correspondence I'm 15| tell anybody at Pacific Western Bank that some entity
16 talking about was a little more down the page from Stacy 16 other than Copeland Properties Three, a limited
17} Wessman to Michael Schirm. That coupled with the loan 17/ partnership, was actually buying the North Carolina
18 approval led me to believe that. 18| property?
13|  Q Thatis an e-mail from Ms. Wessman to Michael 191 A No.
20| Schirm, you said? 20)  Q Based on your experience as a loan officer, if
21 A Yes. 21/ either of the Copelands that T mentioned or anyone else
22 MR. PETERSON: If you look at top left-hand 22| had made such a statement to Pacific Western Bank, would
23] corner, it says Robert Dyck with a line underneath it and 23] that be reflected in the loan file that you've given to
24, from Michael Schirm, Wednesday, February 7th. 24| us?
25| Q BY MR.BRUBACHER: Okay. Anything else other [25| A Idon't know.
Page 89 Page 91
1| than the e-mail that you just identified that led to your 11 Q When you worked as a loan officer at Pacific
2| conclusion? 2| Western Bank, it was your practice to put communications
31 A We had a real estate purchase agreement on file 3| that reflected that a borrower was going to be using
41 for the North Carolina property. 4| another entity to purchase real property into the loan
5 Q That's the only reason that a real estate 51 file?
6| purchase agreement would be in the agreement for the €1 A Yes.
7} North Carolina property based on your understanding? 71 Q Ifyou'll look at the first amendment to the
8 A Yes. &| real estate purchase agreement, please, just let me know
21 Q In preparation for today's deposition, did you 9| when you've reached that.
10| speak with Mr. Dyck about this transaction? 10| A Thave.
11{ A No. 11{ Q Ifyou'll notice on the bottom right-hand
12} Q In preparation for today's deposition, did you 12| comer, it identifies the purchaser. It identifies the
13] speak with Mr. Dangwillo about this transaction? 13 purchaser as Copeland Properties Fourteen LP.
141 A No. 14 Did you ever have any discussions with anyone
151 Q Is Mr. Dangwillo still employed by Pacific 15} about why Copeland Properties Fourteen LP was listed as
16| Western Bank? 16| the purchaser for the property in this document?
171 A No. 171 A Can you repeat the question, please.
18} Q Do you know where he's currently employed? 18 MR. BRUBACHER: Can you read it back to her,
19{ A He is retired. 19| please.
20/  Q What about Mr. Dyck? Is it Dyck or Dyck? 20 (Whereupon the question was read back
21 A Dyck. 21 by the reporter.)
22y Q Dyck. I'msorry. What about Mr. Dyck? Is he 22 THE WITNESS: No. I wasn't there.
23| still employed by Pacific Western Bank? 231 Q BY MR.BRUBACHER: What about since then?
24| A Yes. 2¢4) A No.
25| Q Is Mr. Schirm still cmployed by Pacific Western 25 MR. LAMBIRTH: Would you give us a minute,
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1 (
Robert Dyck
From: Michael Schirm
Sent: Wednesday, February 07, 2007 6:48 PM
To: Robert Dyck
Subject: FW: Copefand Three v. Garden Ridge
Bob,

Please review the e-mail below as prepared by Stacey.

I discussed this Garden Ridge, L.P. issue at length wilk both Stacey and David this afternaon and this is their follow-up. |
feel comfortable that she has done all she could and they in turn discussed the issues with Copeland.

Given her findings, | recommend that we go forward with the request.
Mike

~—0riginal Message-——-
From: Stacey Wessman

Sents Wednesday, February 07, 2007 5:46 PM
To: Michael Schirm

Cc: David Dangwillo

Subject: Copeland Three v. Garden Ridge

in cannection with Copeland Three, LP's purchase of a building In North Carolina which houses a store location of Garden
Ridge, we have run several D&B's on the tenant and its related entities (Parents). Our search provided the following

results:

Garden Ridge, LP, and ils 99% limited parner, Garden Ridge Investments, filed Chapter 41 Bankruplcy in 2004. Both
plans were confirmed 4/28/05. Other than the BK's the D&Bs are fairly clear (some slow pay, but nothing significant).

Garden Ridge, LP .
Headquartered in Houslon Texas. Starled in 1979; Management control since 1998. Employs 3,500. Credit Score Class

of 2 (probability of severely delinquent payment is lower than average). Financial Stress Class of 1 (low risk of severe

- financial stress, such as Bankiuplcy, over next 12 months). Pays approximately 9 days beyond terms (where Industry
median is 5 days beyond terms). 77% of payments are within terms; 199 payment experiences are in D&B's file. No
record of open liens or judgments. One suit, filed 2/28/08; defendant Is Garden Ridge Potiery, Inc. (which merged with
another company, Garden Ridge Pottery & Imports, Inc to form Garden Ridge, LP In 1998). Several UCC filings are in
existence, with Allied Capital Corporation and Bank of America. Retails;
20% hobby supplies, toys, games, craft supplies
20% artificial flowers, candles, picture frames
20% home furnishings specializing in kitchenware glassware, beddings, linens, wall pictures

-20% gifts, novelties, party favors
20% operates as a florist specizlizing in fresh flowers.

Sells for cash 99%; balance within 30 days, to general public. Stores are located in Texas, Kentucky, Oklahoma, North
and Sauth Carolina, Georgia, Florida, Tennesses, Virginia, and Missour.

With this information, David & i called and spoke to Don Copeland to advise him of our findings. He assured us their
company was Well aware of the Garden Ridge's history, business plan, and work-out history; they had performed
significant due diligence on the company, had tharoughly analyzed their financial statements, and continued to see this
purchase as an excellent opportunity for them. He indicated a healthy cap rate of 11% on this bullding was a result of the
company’s history. As you know, Copeland is a full service CPA-and financial analyst with major experience in commercial
rea) eslate investing and property management who we think is qualified to make this analysis.

We relterated that we were in no way intending to rely on performance of Garden Ridge as repayment for our loan. We
emphasized our reliance on proceeds from the sale of the IRS building in Sacramento County to repay ourloan. He
acknowledged that he completely understood.

Therefore, David and 1 continue to support this loan request, and see it as a prudent loan for the Bank.
t
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}
022 06031 0O PAGE: 1
ACCOUNT - 114722603 02/28/2007
COPELAND PROPERTIES THREE, LP 30
25809 BUSINESS CNTR DR STE B 2
REDLANDS CA 92374 11
REDLANDS OFFICE TELEPHONE:909-798-3611

218 E STATE STREET
REDLANDS CA 92373

TO

OUR VALUED CUSTOMERS:

YOUR CONFIDENCE AND FULL SATISFACTION ARE IMPORTANT TO us,
PLEASE REVIEW YOUR STATRMENT, SHOULD YOU HAVE ANY QUESTIONS
PLEASE CONTACT YOUR BANKING OFFICE.

LAST STATEMENT 01/31/07 42,265.79

MINIMUM BALANCE 482.86 4 CREDITS 2,102,579.95

AVERAGE BALANCE ) 601,134.61 14 DEBITS . 2,046,755.59
THIS STATEMENT 02/28/07 98,090.15
- - - - - =~ - - - - DEPOSITS - - - -~ - - - - . _
REF # .DATE. . .. AMOUNT REF §#.....DATE...... AMOUNT REF #._ .. DATE...... AMOUNT
02/20 1795,000.00 02/23 879.55
- - - - - - - - OTHER CREDITS - - - - - - - - -
DESCRIPTION DAVE AMOUNT
609743 INTERNST TRANSFER FR BUSINESS CHECKING 114720001 ON 02/05 6,700.00
2/02/07 AT 17:15
WIRE FROM FIRST AMERICAN TITLE Co. 02/07 300,000.00
- - - - - - - - - - CHECKS - - - ~ - - - - - -

CHECK #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT CHECK #. .DATE...... AMOUNT
3413 02/12 155.31 3417 g2/08 3,828.092 3421 02/16 2,988.62
3414 02/09 41.5¢ . 3418 02/08 194,728.95 3422 02/28 97.50
3415 02/12 947.00 3419 02/15 1,200.00 3423 02/26 17.51
3216 02/07 1,8690.08 3420 02/23 4,260.11

*** CONTINUED x x %

FCB(a) 0108
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022 00001 00 DPAGE: 2
ACCOUNT : 114722603 02/28/2007 ,

COPELAND PROPERTIES THREE, LP

Page ID

Temere s s =z QTHER NERITS . RSB S ST o 2 D i
DESCRIPTION DATE AMOUNT ;
BPLLC RE PAYMENT 5560619082 02/01 41,782.93 :
SERVICE CHARGE 02/28 17.00

588266 INTERNET TRANSFER TO BUSINESS CHECKING 114858301 ON 02/28 1,795,000.00
2/28/07 AT 10:32

~ ~ - ITEMIZATION OF SERVICE CHARGE PAID THIS PERIOD - - -
TOTAL CHARGE FOR MAINTENANCE FEE: 17.C6

- - - 1TEMIZATION OF NSF PAID AND RETURNED ITEM FEES - - -

THIS PERIOD YEAR TO DATE
NSF PAID ITEM TEE: .00 .00
NSF RETURNED ITEM FEE: .00 .00
OVZRDRAFT FEES: .Q0 .00
- - - - - - - - DAILY BALANC® - - - - - - - -
DATE........... BALANCE DATE. .. ........ BALANCE DATE. ... ....... BALANCE
02/01 482 . 8¢ 02/09 10€,893 .35 02/20 1,896,802.42 :
02/05 7,182.86 02/12 105,791 .04 02/22 1,893,222.25 :
02/07 3205,492.78 02/15 104,591.04 02/2¢ 1,893,204 .65
02/08 106,934 .91 u2/18 101,602.42 02/26 9¢,090.15%
i
i
i
EXHIBIT | |

FCB(z) 0109
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I'st Centennial Bank Page 1 of 1
Transfer Confirmation
Completed: 02/28/2007 10:32:00 AM
Transfer From
Number Account Transfer Amount New Balance
114722603 CP3 1,795,000.00 98,107.15

Transfer To Deposits
Number Account Trensfer Amount New Balance  Coniirmation Number
114858301 CP14 1,795.000.00 1.968,969.45 485588266

EXHIBIT
W

https://fiservla4.com/Pbi1961. Asp?WCI=Express X fr& WCE=PFConfirm&Data=&Numbe... 2/28/2007
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A

U.S. DEPARTMENT OF HOUSING & URBAN DE

Case 2:11-cv-08607-R-DTB Document 387-1 Filed 11/18/13 Page 90 of 111 Page ID
#:7849

SETTLEMENT STATEMENT

JRMENT

B. TYPE OF LOAN:

1.LJFHA

2. JFmHA

6. FILE NUMBER:
SLAWYERS-061184
8. MORTGAGE INS CASE NUMBER:

5.[]conv. INS.

sler umms, 4[Jva
: 7. LOAN NUMBER:

C. NOTE:  This form is fumished fo give you a statemenl of ac

{ual settlement cosis. Amounts paid lo and by the setilement agent are shown.

flerns marked *(POC]" were paid outside the closing; they are shown here for informational purpases arid are not inciuded in the totals.

6103 LANDMARK CENTER BLVD

: . . . 10 388 (BLAWYERS-061184.PFDBIAWYERS.06§ 184/57)
D. NAME AND ADDRESS OF BORROWER: E. NAME AND ADDRESS OF SELLER: F. NAME AND ADDRESS OF LENDER:
COPELAND PROPERTIES 18, LP WENDOVER GREENSBORO, LTD CW CAPITAL, LLC
25809 BUSINESS CENTER DRIVE 2810 REVERE 63 KENDRICK STREET
REDLANDS, CA 92374 HOUSTON, TX 77098 NEEDHAM, MASSACHUSETTS 02494
G. PROPERTY LOCATION: H. SETTLEMENT AGENT: 01-0725684 l. SETTLEMENT DATE:

a

 S—

SREENSBORO-NE-S7439
GUILFORD County, North Carglina
11.14AC Lot 20 PB 128-18

HUNTER HIGGINS MILES ELAM & BENJAMIN, PLLC

March 2,"2a07

PLACE OF SETTLEMENT
101 W.Friendly Avenue, Ste. 500
Greensboro, NC 27401

-
J. SUMMARY OF BORROWER'S TRANSAGCTION K. SUMMARY OF SELLER'S TRANSAGTION
BORROWER: (400, GROSS AMOUNT DUE YO SEIER:

101. Contract Sales Price 8,800,000.00 | | 401. Contract Sales Price 8,800,000.00
102. Personal Property 402. Personal Properly

103. Seftiement Charges to Borrower (Line 1400) 826,467.39 | | 403.

104. 404.

105. 405. )

ments For Pai fer i) ¢ [ustmen) r Rens Paid By Seller in advance

106. City/Town Taxes to 408. City/Town Taxes to

107. County Taxes to 407. County Taxes o

108. Assessments .. o 408. A reats to

109. INSURANCE ESCROW RESERVE 7.901.22 1| 409. INSURANCE ESCROW RESERVE 7,901.22
110. SELLER'S PRORATA MARCH RENT 4,619.35 | | 410. SELLER'S PRORATA MARCH RENT 4.619.35
111, 444,

112, . . R 412. -

120. GROSS AMOUNT DUE FROM BORROWER . . 9,638,987.96 | | 420. GROSS AMOUNT DUE TO SELLER 8,812,520.57
"10. AMOUNTS PAID BY OR IN BEHALF OF BORROWER; 500. REDUCTIONS IN AMOUNT DUE TO SELLER:

1. Deposit or earnest money ~_850,000.00 } { 501. Excess Deposit {See Instructions)

V2. Principal Amount of New Loan(s) 502. Selflement Charges to Seller {Line 1400) 151,210.41
203. Existing loan(s) taken subjact to 6,730,225.03 } { 503. Existing loan(s) taken subjed lo 6,730,225.03
204. 504. Payoff First Morigage

205. 505. Payoff Second Morigage -

206. 506. B

207. 507. (Deposit disb. as proceeds)

208. 508.

209. 508. )

Adjusimenis For llems Unpaid By Sellar R Adjustmenfs For tems Unpaid By Seller

210. City/Town Taxes . to 910. City/Town Taxes to

211. County Taxes j{o] 511. County Taxes to

212. Assessmenls to . 512. Assessments to
1213. SELLERS PRORATA MARCH INTEREST 3,151.98 | | 513. SELLERS PRORATA MARCH INTEREST 3.151.98
214. DEFERRED PAYMENT TO SELLER « 330,000.00 } { 514. DEFERRED PAYMENT TO SELLER 330,000.00
215 * (Byidenced by a Promissory 515. .

26 Note to-xSeller sigmed by 516.

217, ﬁdﬁ.ﬁ'ﬂ 4. B Copeland—_and Charlas. - 517.

218.p- ‘odpeland. as their individhal 518.

29 and 36int ohligatian. L - . |]53%s. . .

220. TOTAL PAID BY/FOR BORROWER 7,913.377.01 } | 520. TOTAL REDUCTION AMOUNT DUE SELLER 7,214,587.42
300. CASH AT SETTLEMENT FROMITO BORROWER: . §00. CASH AT SETTLEMENT TO/FROM SELLER-

301. Gross Amount Due From Borrower {Line 120) 9.638,987.96 | | 601. Gross Amount Due To Seiler (Line 420) 8,812,520.57
302. Less Amount Paid By/For Borrower (Line 220) (_ 7,913,377.01)| | 602. Less Reductions Due Soller {Line 520) 7,214,587 42)
303, CASH( X FROM){ TO) BORROWER 1,725610.85] | 603. GASH( X T0)( FROM)SELLER 1,557,933.15

HUD-1 {3-86) RES A, HB4305,2

Exhibit "M" -
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, L. SETTLEMENT CHARGES
700. TOTAL COMMISSION Based on Price - % 132,000.00 PAID FROM PAID FROM
Division of Commission (e 700) as Follow BORROWER'S SELLERS

701. 8 132,000.00 {0 STAN JOHNSON GOMPANY FUNDS AT FUNOS AT
702.5 o SETTUEMENT SETTLEMENT
703. Commission Paid at Seftlement 132,000.00
f@ o .
800. ITEMS PAYABLE IN CONNECTION WITH LOAN
801. Loan Origination Fee % fo.
802. Loan Discount % to
803. Appraisal Fze to }
804. Credit Reportbackground check to CW CAPITAL, LLC POC:B1218.16
805. Lender's Inspection Fee to
806. Morlgage Ins. App. Fee to .
807. Assumplion Fee to CW CAPITAL, LLC 67,302.25
808. PROPERTY RESERVE ESCROW to CW CAPITAL, LLC 730,000.00
809. CREDIT REPORTS to CW CAPITAL, TLC POC:B1006.73
811. ] i ]
800. {TEMS REQUIRED BY LENDER TO BE PAID IN ADVANCE .
901. Interest From to @ ¢ Mday ( days %)
902. MIP Totins. for LifeOQftoan _ for manths {o
903. Hazard Insurance Premium for 1.0 years fo
904,
8085.
1000 RESERVES DEPOS[TED WITH LENDER - )

1, H ran months @ _§$ per_month
1002. Marlgage Insurance months @ $ per_month
1003. City/Town Taxes months @ $ per_maonth
1004. County Taxes months @ per month -
1005. Assessments months @ per month
10086. months @ per _month -
1007. months @ $ per month
1008, months @ & per month
1100. THLE CHARGES - . . . |
1101. Setflement or Closing Fee to HUNTER HIGGINS MILES EILAM & BENJAMIN, PLLC 10,500.00
1102. Abstract or Title Search to S .
1103. LENDER'S COUNSEL FEES _ o ANDERSON KILL & OLICK, PC 11,750.89
1104. Tlie Insurance Binder to ) o
1105. Document Preparation to HUNTER HIGGINS MILES ELAM & BENJAMIN, PLLC 100.00
1106. Nolary Fees o )
1107. Aftorney’s Fees to

(includes sbove jtem numbers: . . .
1108, Title Insurance to LAWYERS TITLE INSURANCE CORPORATION 6,340.25
(includes above item numbers: .

1109 Lender's Coverage $ 3
1170. Gwner's Coverage $ ]
1111. WIRE/COPIES/FEDERAL EXPRESS 10 HUNTER HIGGINS MILES ELAM & BENJAMIN PLLC 210.00
1112. REIMBURSE ZONING/ULC SEARCHES to HUNIER HIGGINS MILES ELAM & BENJAMIN, PLLC 112.00
1113. BALANCE LENDER'S ATT FEES ___to ANDERSON KILL & OLICK, PC POC:8780.84LENDER
1200. GOVERNMENT RECORDING AND TRANSFER GHARGES . N
1201. Recording Fees: Deed § 20.00; Mortgage $ 77.00; ) Releases $ §7.00
1202. City/County Tax/Stamps: Deed B : Mortgage
1203, State Tax/Stamps: Revenue Stamps 17,600.00; Morigage 17.600.00
1204. RECORD UCC 1o _GUILFORD County Regisler of Deeds 45.00
1205, EXTRA RECORDING FEES to GUILFORD County Reglsterof Deeds 100.00
1300. ADDITIONAL SETTLEMENT CHARGES A .. .
1301. Survey to
1302. Pest inspeclion to
1303. ESCROW FOR PENDING WATERBILL "to CITY OF GREENSBORO 1,510.41
1304. REIMBURSE FILE CA UCC to JOHNT. HIGGINS, JR. 10.00
1305 . _ .
1400. TOTAL SETTLEMENT CHARGES (Enter on Lines 103, Section J and 502, Section K) 826,467.35 151,210.41]

Certified to be a true copy.

{ BLAWYERSLE1184 / LAWYERS 061184 157 )

Exhibit "M"
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g AMZ.

< ’
oY 4
X 2.

Fiest American Title Company

(LL—Z 1610 Arden Way, Suite 190 + Sacramento, CA 95815

Seller’s Final Settlernent Statement

. @ 4 c
&7, s
DO/M ufp{ﬂ/fﬁé;iﬂ/pw

4

] e
SO AL
A ﬁﬁ%ﬂ 0

Property: 304 Sunrise Blvd,, Sacramento, CA File No:  3404-2574415 M /?
Officer: Arah Tresler/vrs <
New Loan No; ,./
Settiement Date: 04/06/2007
Dishursement Date:
Print Date: 41912007, 10:42 AM
Buyer: NBFRE I6LLC
Address:  Comerics Bank 1031 Exchange Service, 560 Woodland Ave., MC3256, Detroit, MI 48226
Seller: Copeland Propertics Three LP: Capeland Reaity, Inc.
Address: 25809 Business Center Dr. #B, Redlands, CA 92374
. Charge Description Seller Charge | Sefler Credit
Confderstion: N
Tota] Conzideration 9,200,000.00
Adfustmenty: s
| Repalcs 1o mof A CH E 337500 | L T2P> -\
Repairs ta Air Conditioner <rid & ~ 40,360.00 [ 4 /-) @
Prj 3]
Prorations: At
County Tax 072-0340-100-0000 0406707 10 07/01/07 @SAS133.02 e SHE 71,370.52
County Tax 072-0340-101-0000 0406707 o 0770107 @S1067 Hlsems c il E 3,330.65
Cammisslon: .
Comsolsslon Peid ut Setlerzeat lo Coldwell Banker Richwd Ellls O] 220,000.00 [T ¢05%  J-€
Commission Pald at Setflerent lo Comish and Carey - Vi) 200anmn 1T
Payoff Loan(s); _
Lender: DeAna Angerson, a5 bo g undivided 32.82 % intercst, Wida Andezson, 25 16 70 AP
Principal Balance - DeAnn 2 lo #n undivided 32,82 % interest, Maida Anderson, a5 fo an NS2A1666 - N
Interest on Payoff Loan 03701407 to 0440607 @37.000000% - DeAnn Angerson, 5% 10 i od v des ~T4061.83 LT ;
32.82 % Interest, Maids Anderson, as 1o 1n . gd-{—i o QAJ/
Lender: Bt Purtriery T1C n
| Principel Balmce + Buthess Prrtiers, LLC 3.762,372.52, [ 10 T otV
Interest on Papoff Loan 643107 to 04/1007 @3$927.510000/day - Business Partners, LLC SCHE TA420.08 3 BB
Interest (o 43007 @$0.000000/day - Bushess Pariners, LLC N 30,066.63 | ¢ ")
Statoment/Forwending Fes - Business Patsars 114 W) 30.00 4 S
Roconveymnos Fec - Buslucs Partners, LLC | 4500 ¥ 87
ding Fee - Business Pastacrs, LLC ) ) [S' 1410 77 L'
UCC Termination Fee - Buslntss Putnas, LLC v 1000 Y
Lenders Pacliic Weslem Bink .
Principal.Bilance- - Pacilic Wester Bank - 21,800,000.00 |~ Vpor r b :
Interest on Pryoff Loaa DIOAGT Lo 04710007 @ 487,500000/day - Pazific Westorn Bank CCHE 341250, g\ R [
Interest to 4/4/07 .000000/dxy - Pacillc Western Bank - CrE 20,962.50 ' oLe !
| Stateroent/Focaaeding Fee - Pacific Western Bank ) 3000 f ¥ eFT
| Recoaveyance Foe_~ Pacilic Western: Bank [OR 4500 1 29
Lendes: Wells Pargo Finmnchil Lessing atin: Ledsing Remitiance F4031-050 N i,&,\% <0
| Prinéipal Balasce < Wells Frego Flnencial Leasing attn: Lewsing R:mittance 4031050 85087.82 |~ 1y
Title/Escrow Charges to:
ALTA Extended Owners 1992 BINDER - Fint Amodean Tille Company {7 3,405.00 {)
Escrow £t - One Half - Rlrst American Tt 71} 1,650.00 {1\ 5 ,6tY 7
Misccll Rebordlng (Ed) - First American Tille Company 71 365X a l
Connty Documentary Transfee Tex « First Amerlean Tile Company (1) £0,670.0¢ !
Disbursements Pald: > V{ ¢ H L}
PCQE Release of Additional Depositto Copeland Thiec LD, 20000000} " _on®
PCOE Relexse of Extchelon Deposll fo Copeland Props Throe L. 100,000.00 | A EXHIBIT L1
PCOE Relessc of Extension Deposil io Copstind Props Theee 5. 100,000.00 ~ : MVL
072-0340-100-0000 20d instalimeat to Sscramento County Tax JHE, 4503802 » [12) Deponent. —
072-0340-101.0000 Ind instailment ta Ssczamento County Tax C(HT 1538429 1% VUL YD 12 |0 N C
072-0340-101-D000 Supplementa to Sacra County Tax i & 1683565 [ M - Date ‘R%’tr.___
) = ad WWW.DEPOBOOK.COM
Cash (X Ta)( From) Seller < 680,92959 [-YYOV
Totnls 9,924 601.17 9,924,601.17
~ ¢ . 0
Initlals: £(2)ay vel 7] O3S 7 i

T3

T e,

P"“‘]\MR(B&EB
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022 0o0col 00
ACCOUNT :

ed 11/18/13 Page 95 of 111 Page ID

1
04/30/2007

PAGE:
114722603

COPELAND PROPERTIES THREE, LP
25809 BUSINESS CNTR DR STE B
REDLANDS CA 92374

REDLANDS OFFICE
218 I STATE STREET

REDLANDS CA 92373

TO OUR VALUED CUSTOMERS:
YOUR CONFIDENCE AND FULL SATISFACTION ARE IMPORTANT TO US,
PLEASE REVIEW YOUR STATEMENT, SHOULD YOU HAVE ANY QUESTIONS

PLEASE CONTACT YOUR BANKING OFFICE.

30

1Sy

LAST STATEMENT 03/30/07 143,645.21
MINIMUM BALANCE 66,820.10 6 CREDITS 836,905.99
AVERAGE BALANCE 457,412 .88 17 DEBITS 776,715.97
THIS STATEMENT 04/30/07 203,835.23
- - - - - - - - - - DEPOSITS ~ - - - = =~ - - - -
REF #.....DATE...... BMOUNT REF #.._... DATE...... AMOUNT REF #..... DATE...... AMOUNT
04/16 103,542.24 04/19 975.00
04/19 431.06 04/25  17,428.99 ;
- - - - - OTHER CREDITS ~ - - - - =~ - - -
DESCRIPTION DATE AMOUNT
WIRE FROM FPIRST AMERICAN TITLE CO. 04/08 680,924.59
TO REV ENTRY 04/27 33,544.11
- - s = - - - - - CHECKS - - ~ - = - - - - -
CHECK #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT CHECK #..DATE...... AMOUNT
3435 04/02 42.18 3440 04/19 29,486 .00 3444 04/17 50,000.00
3436 nN4/10 3,083.81 3441 04/19 17.58 3445%04/23 230,000.00
3437*04/C9 998.75 3442 04/25 624 .00 3447 04/30 47.85
3439 04/13 18.79 3443 04/19 2,482 .47 3448 04¢/30 43 .39
{*) INDICATES A GAP IN CHECK NUMBER SEQUENCE

* x x * ¥ X

CONTINUED

FCB(a) 0112
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022 00001 00 PAGE: 2
ACCOUNT : 114722603 04/30/2007
COPELAND PROPERTTES THREE, LP
BUSINESS CHECKING ACCOUNT 114722603
AW wmdativeg LII_JBITS
DESCRIPTION DATE AMOUNT
767570 INTERNET TRANSFER TO BUSINESS CHECKING 114720001 ON 04/02 35,000.00
4/02/07 AT 14:30
BPLLC RE PAVMENT 5960619082 04/02 41,782 .93
872535 INTERNET TRANSFER TO BUSINESS CHECKING 114720001 ON 04/09 16,000.00 ;
4/08/07 AT 10:23 i
WIRE TC WENDOVER GREENSBORO LTD 04/27 33,544.11 |
WIRE TO WENDOVER GREENSBORO LTD 04/27 333,544.11 !
-~ - - ITEMIZATION OF NSF PAID AND RETURNED ITEM FEES - - - ;
THIS PERICD YEAR TO DATE :
i
NSF PAID ITEM FEE: .00 .00 :
NSF RETURNED ITEM FEE: .00 .00
OVERDRAFT FEES: .00 .00
~ - - -~ - - ~ - DAILY BALANCE - - - =~ - - - =
LATE. ... BALANCE DATE........... BALANCE DATE. . .- ovon. .. BALANCE
04/02 56,820.10 04/16 831,185.58 04/25 537,470.58
04/09 730,745.94 04/17 761,185.58 04/27 203,926.47
04/10 727,662.13 04/19 750,665.59 24/390 203,835.23
04/13 727,643 .34 04/23 520,665.53
{
i -
i
i
i
(
i
EXHIBIT )

Q-]

FCB(a) 0173
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3445 |
COPELAND PROPERTIES~ REE, LP st |
- Nt A lCeENTE: g ) o 90-4195/1222 |
25800 BUSINESS CENTER DR . STEB ]%i%& gigsesen -
REDLANDS CA 92374 NIRRT e p0s06-1242 — :
’ 41212007
DATE S f
o0 Lillian Franklin g *230,000.00
5 T“:O Hunder Thlrty Thousand and 00/1OO***%**#’2"3’1‘*’2‘3’3*#*’3&%’3%*’?##**% FAXKREAEAFTARRAFERFA R R AR AL L XA FA RS HI TR R RRAEREEFH 5% DOLLARS
Lillian Frankl-i:n-: :
0 o
. . . Af{’_f S0 SIGRATURE
o0 3dL LG i dd L Li9sLEDLLL? 22RO TN
:THIS: DQCUMENT-CONTAINSSHEATSENSTTYEIN) ‘:’:“IBUCH.’:GR'—:‘BHESS{ANDQRED_'*.IM’A’GE§Dl$AEEEAﬁS:’=.WIIHS-Hﬂ'é:s"ﬂ
COPELAND PROPERTIES THREE, LP - : ,
. - 3445
Lillian Franklin : 4/17/2007
. 230,000.00
Rediands Centennial Bank’ ) _ 230,000.00
COPELAND PROPERTIES THREE, LP -
: 3445
Lillian Franklin , 41712007
230,000.00
Redlands Centennial Bank 230,000.00
i
EXHIBIT
L - Exhibit "O" - 3
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1:03 PV

02/02/08
Cash Basis

#:7858

Copeland Properties Three

Trial Balance

As of December 31, 2007

- Travis CU- Checking

- Redlands Centennial Bank

- BP Holdback

- Pooled investment

- Note Receivable- Ziilch

- Note Receivable-CP8

- Note Receivable - CP14

- Receivable -CRI

- Note Receivable - CR! Trust

+ TCG Trust

- Land

- Building

- Equipment - Leased

- Equipment - Leased:1825 - Accum Depreciation - Equipment
- Accum Depreciation -Building

- Loan Fees

- Loan Fees:1895 - Accum Amortization -Loan Fees
+ Accounts Payable

- Note Payable-Wells Fargo Lease

- Note Payable- CRI

 Note Payable-Ziflch

- Note Payable-TCG Trust

- Note Payable- CP6

- N/P-Copeland Fixed Income One

+ N/P - TCG Financial Advisors

- Not2 Payable-TCG Pension Trust

- Note Payable-CP8

- Note Payable - CFi#2

- Note Payable - CP4

- Note Payable-Business Partners

+ NJP - Pacific Western Bank

- Capital-Dorothy Ziilch

- Capital-Dorothy Ziilch:3801 - Draws

- Capital-Dorothy Ziilch:3802 - Contributions
- Capitai- W.W.Eure

- Gapital- W.W.Eure:3811 - Draws

- Capital- W.W.Eure:3812 - Contributions

» Capital- Lillian Franklin

- Capital- Lillian Franklin:3821 - Draws

- Capital- Lillian Franklin:3822 - Contributions
- Capital- Melvyn Ross

- Capital- Melvyn Ros$:3831 - Draws

- Capital- Melvyn Ross:3832 - Contributions
- Capital- Joseph Dotan

- Capital- Joseph Dotan:3841 - Draws

- Capital- Joseph Dotan:3842 - Contributions
+ Capital-CharlesSchwahFBOJanet |

- Capital-ChariesSchwabFBOJanat 1:3851 - Draws
- Capital-CharlesSchwabFBOJanet [:3852 - Contributions
- Capital- Neal Bricker

- Gapital- Neal Bricker:3861 - Draws

- Capital- Neal Bricker:3862 - Contributions

- Capital- Sandra Hayes

- Capital- Sandra Hayes:3871 - Draws

- Capital- Sandra Hayes:3872 - Contributions
- Retained Earnings

» Interest Income

- Sale Proceeds

- Utilities:7201 - Electricity

« Utilities:7202 - Water/Sewer

- Utilities:7203 - Trash

- Operating Expenses:7301 - Security

- Operating Expenses:7303 - Telephone

+ Operating Expenses:7304 - Fire Sprinkler inspection

Dec 31, 07
Credit
0.00
0.00
25,000.00
423.544.11
0.00
0.00
0.00
1,616,210.37
5,474,613.90
141,544.43
71,041.00
386,605.00
60,600.00
30,300.00
0.00
68,110.32
57748636 372, 709.4
0.0
138,273.77
0.00
- 34,971.0¢
0.00
0.00
0.00
94,000.00
0.00
5,752,064.48
1,785,000.0C

430,000.00 :

308,602.12
430,000.00
. 165,064.85
230.000.00

0.00
154,302.50
f/z;s,ooo_oo
00
154,301.56
215,000.00
60,698.94
0.00
0.00
215,000.00
0.00
143,538.66

200,000.00

. 670.19

458.69

1,082,390.65 /ygé,aé

3,664.16
8,973.48
270.00
366.31
21212
195.00

. Page 1
[N ;(bl i.
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1:03 PM

.02002/08
Cash Basis

7400

7400 -
7400 -
7500 -

7500

8100 -
8200 -
8200 -
8200 -
8200 -
3300 -

8400
8555

8600 -
9600 -

TOTAL

#:7859

Copeland Properties Three

Trial Balance
As of December 31, 2007

10,924,873.72

Dec 31, 07
Debit Credit
- Repairs/Maintenance:7401 - Air Conditioning Maintenance 33,325.75
Repairs/Maintenance:7402 - Grounds Maintenance 875.00
Repairs/Maintenance:7403 - Miscellaneous repairs/imaint 82.47
Insurance-GL:7510 - Insurance-Umbrella 3,413.56
- Insurance-GL.:7510.1 - Service Fee ) 0.00
Bank Charges ’ 85.00
interest Expense 113,198.17
Interest Expense:8200.1 - Interest Exp - Pacfic Western 0.00
Interest Expense:8200.2 - Interest Expense - CFl#2 5,499.00
interest Expense:8200.3 - Interest - Pension & FA 14,147.24
Legai/Professional 709.50
- Office 109.51
« Property Management 5,125.00
Taxes -Property 1,273.85
State Tax Provision 800.00

10,024,873.72

EXHIBIT

1

Page 2

Exhibit "P" -
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#:7861
022 00001 00 PAGE: 1
ACCOUNT: 114722603 07/23/2007
COPELAND PROPERTIES THREE, LP <C> 30
258038 BUSINESS CNTR DR STE B 1
REDLANDS CA 92374 1

‘EDLANDS OFFICE TELEPHONE: 909-798-3611

18 B STATE STREET
‘EDLANDS CA S2373

TO OUR VALUED CUSTOMERS:

YOUR CONFIDENCE AND FULL SATISFACTION ARE IMPORKTANT TO Us,
PLEASE REVIEW YQUR STATEMENT, SHOULD YOU HAVE ANY QUESTIOKS
PLEASE CONTACT YOUR BANXING CFFICE.

BUSINESS CHECKING ACCOUNT 114722603

LAST STATEMENT 06/29/07 214.74
1 CREDITS 3,346.76
2 DEBITS 3,561.50
THIS STATEMENT 07/23/07 .00 !
- - - - - - - - - - DEPOSITS - - - - -
EP #£..... DATE......BMOUNT REF #..... DATE. . ... .1 AMOUNT REF #..... DATHE.. . ... AMOUNT
07/02 3,346.76
- - - - - - - - - OTHER DEBITS - - - - - ~ - - -
ESCRIPTION DATE AMOUNT
94728 INTERNET TRANSFER TO BUSINESS CHECKING 114735801 ON 07/11 3,544.590
7/11/07 AT 14:22
07/20 17.00
- - - ITEMIZATION OF NSF PAID AND RETURNED ITEM FEES -~ - -
THIS BERIOD YEAR TO DATE
' NSF PAID ITEM FEE: .00 .00
NSF RETURNED ITEM FEE: .00 .00
OVERDRAFT FEES: .00 .00

* * * CONTINUED = * *

FCB(a) 0117
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022 00001 OC PAGE: 2
ACCOUNT: 114722603 €7/23/2007

COPELAND »PROPERTIES THREE, LP

e S N S DAILY. BALANCE. = = =~ = %.;——.= . ' i Bt
DATE. .. ........ BALANCE DATE........... BALANCE DATE . ..o vvennnn BALANCE
37/02 3,561.50 07/11 17.0C 07/20 .00

FCB(a) 0118
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85/28/2888 ©89: 84 6518289 DENT PAGE 62

— ) i ipa
State of California
Secretary of State

LIMITED PARTNERSHIP-
CERTIFICATE OF DISSOLUTION

NOTE: This ceriificate s cequired only If the domastic (Cafifornia) Mmited parinership was
fermed prior to January 1, 2008 and has not elecled fo be govemed by the Uniform
Limited Partnership Act of 2008. To complels the cancellation process. the California
limited parinership must aiso fils & Certificats of Cancellaton (Form LP-4/7),

Thera s no fee for filing a Certificate of Dissolution.

IMPORTANY - Road Instructions befors completing this form. . This Spacs Fer Filing Use Only
FILE NUMBER ENTITY NAME  (Enter the exact name of the Califorriis fimited parinarship. )
1. SECRETARY OF STATE FILE NUMBER | 2. NAME OF LIMITEC PARTNERSHIP
200608800010 COPELAND PROPERTIES 14, L.P.

STATEMENT OF DISSQLUYION (Chack the aparoprists box in flam 3 10 Jdlcate the svent £ausing the dissalullon of the limited partnerohip end
snter the dats of the dlsssiviion Inltem 4. Only one bex may be selectad.)

3. THE EVENT CAUSING THE DISSOLUTION OF THIS LIMITED PARTNERSHIPI3:

[:] iT18 THE TIME SPECIFIED IN THE PARTNERSHIP AGREEMENT FOR DISSOLUTION,

® »

3 E THE EVENTS FOR DISSOLUTION THAT ARE SPECIFIEO IN THE PARTNERSHIP AGREEMENT HAVE OCCURRFD

N D THE WRITTEN CONSENT OF ALL GENERAL PARTNERS ANG A MAJORITY IN INTEREST OF THE LIMITED PARTNER(S) WAS OBTAINED.
. D THERE ARE NO GENERAL PARTNERS TO CONTINUE THE BUSINESS OF THE LIMITED PARTNERSHIP,

3 [:j THE ENTRY OF ADECREE OF JUDICIAL DISSOLUTION UNDER CALIFORNIA CORPORATIONS CODE SECTION 15682 OCCURRED.

o 0O

m

4. THE DATE OF THE DISSOLUTION, AS CAUSED BY THE EVENT IDENTIFIED IN ITEM 3, WAS 12 - 3% - o7 .
(Monthy (Duy) (Yoar)

ADDITICNAL INFORMATION (Enter any clher in‘ormation the parnars flilng ine Centificate of Dlssolution determine to Include. Atiach additional
pagas, If nacassary. Addltlona) informatlon sat forth on aliached pages. if any, s Incorporatad hersin by this rafarencs and made pan of this contificalo. i
o other informatton is to be included. leave lem 5 blank and proceed to ltern 6.)

5

EXECGUTION (This certlficata must be signad by aif of the general partners unless otharwlse provided by law, If addiliona! signature spece is
naceseary, the gignatures may be made on an attachment o this cenricate.)

5. IDECLARE ! AM THE PERSON WHQ EXECUTED THIS INSTRUMENT, WHICK EXECUTION IS MY ACT AND DEED.

3//2/0 t

Cosoe /s 52 /pﬂﬁ%ﬂp

TYPE OR PRINY NAME OF GENERAL PRRTNER

QM&L_CZ%QE/W 0
TY O INT NAME E ' — )
PE OR PRINT NAME OF GEN| WTN R ,’ 7|._

SIGNATURE OF GENERAL PARTNER TYPE OR PRINT NAME dF GENERAL PARTNER

LP-3 (REV 01/2008) APPROVED BY SECRETARY OF STATE

AT EXHIBIT_Q,.O. g
DeponentM_

Datemg&r.%

WWWW.DEPOBOOK.COM

ZC-CP14-000460
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First American Title Company
1610 Arden Way, Suite 190, Sacramento, CA 95815
Phone - (916)920-3100 Fax - (888)299-0262

Tri Tools, Inc. ) April 09, 2007
Attn: Frank Wernette : File No.: 3404-2574415 (AT)

3806 Security Park Drive
Rancho Cordova, CA 95742 ,

Re: 3041 Sunrise Blvd., Sacramento, CA

Dear Valued Customer:

The above referenced transaction was recorded on April 06, 2007. Enclosed please find the following for your

records:
(Keep these instruments in a safe place as some of them cannot be replaced.)

. Our Check in the amount of $1,650.00 representing your refund was sent to NBFRE 10 LLC
. Closing Statement
. Original Note from Copeland Properties Three etal

]

LEASE TAKE THE TIME TO READ THE FOLLOWING INFORMATION REGARDING PROPERTY TAXES.

The fiscal year begins July 1 and ends June 30 of the following year. The first installment of taxes is due
November 1, and is delinquent December 10. The second installment of taxes is due February 1, and is
delinquent April 10. If you do not receive a TAX BILL one (1) month prior to the delinquency date, a written
request for same should be made to the County Tax Collector. Be sure to include the Property Address and/or
Assessors Parcel Number with your request. Where lenders impound funds for payment of taxes, they usually

secure the Tax Bill.

Should you have any questions or need further assistance, please contact the undersigned. If checks are
Included in this package, please negotiate as soon as possible.

Sincerely,

Arah Tresler
Escrow Officer
atresler@firstam.com

AT/vrs

EXHIEIT__

|
1
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First American Tide Company
1610 Asden Way, Suite 190 + Sacramento, CA 93815
o: COPY
aNY
Buyer’s Final Settlement Smremcnrm ' ‘R mv E COMF
Property: 3041 Suurise Blvd., Sacramento, CA File No: 3404-2574415
Officer:  Arah Tresler/vrs
New Loan No:
Settlement Date: 04/06/2007
Disbursement Date:
Print Date: 4/9/2007, 9:23 AM
Buyer: NBFRE 10 LLC
Address:  Comerica Bank 1031 Exchange Service, S00 Woodland Ave., MC3256, Detroit, M1 48226
Selter: Copeland Properties Three LP; Copeland Realty, Inc.
Address: 25809 Business Center Dr. #B, Redlands, CA 92374
Charge Description Buyer Charge Buyer Credit
Consideration:
Total Coasideration 9.900,000.00
Deposits in Escrow:
Receipt Na. 34042807 on 04/05/2007 by NBFRE 10 LLC 1,749,940.00
Receipt No. 34042524 on 11/02/20Q6 by Tri Tool, Inc . 100,000.00
Receipt No. 34042665 on 01/04/2007 by Tri Tool, Inc o 100,000.00
Receipt No. 34042735 on 02/06/2007 by Tri Tovl, Inc 100,000.00
Receipt No. 34042769 on 03/07/2007 by Tri Tool. luc - N 100.000.00
Adjustments; o ) |
Repairs to ool _ 3.375.00
Repairs to Air Conditioner o 10.160.00
Transfer loan proceeds escrow 281208 o o 58231043
County Tax 072 0340-100-0000 04/06/07 to 07:01/07 @3$45138.02/scini 21,270.52 f
County Tax 072-0340-101-0000 04/06/07 0 07/01/07 @$7067.94/semi 3,330.65
New Loan(s):
Lender: Comerica Bank
New Loan to File - Comerica Bank . 8,284,060.00
Processing Fee - Comerica Bank 6,109.5¢
Legal Fees Sheppard Mullins Richter & Hampton - Comerica Bank 9,201.50
Holdback for Tenant improvements - Comerica Bank 709,060.00
Holdback for Future Disbursement - Comerica Bank 400,000.00
Title/Escrow Charges fo: R
Exchange Tie In Fee - First American Title Company e - 250001
Loan Tie In Fee - First American Title Company 250.00
Escrow Fee - One Half - First American Title Company £,650.00
CLTA 104.6 Assigninent of Rents/Lcases - First American Title Company 50.00
CLTA 103.7 Land Abuts Street - First American Title Company 25.00
CLTAI034E , Access to Public Street - First American Title Company . . 250.00
CLTA 103.3 Easement - existing encroachment - First American Title Company 25.00
CLTA 100.19 CC&R's, Violations - First American Title Company 25.00
ALTA Extended Qwners 1992 BINDER - First American Title Company 2.475.00
Miscellaneous Recording (Edit) - First American Title Company 109.00
Disbursements Paid: -
Title & Escrow (ees/Property Taxes to First American Title Company Escrow #281201-ST 431426
Cash ( From) (X To) Borrower 1,650.00
Totals 11,060,045.43 11,060.045.43

Page 1 of |
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1 [ Rollie A. Peterson, Es% fSBN #113042)
R eterson(@peterson-kell.com

2| PETERSON & KELL, A LAW CORPORATION
2377 Gold Meadow Wa Suite 280
3 || Gold River, California 3670
Telephone: g 16) 635-9300
4 | Fax: (916) 635-9303
5
Attorneys for Tri Tool Inc.
6
7
8 UNITED STATES DISTRICT COURT
9 CENTRAL DISTRICT OF CALIFORNIA
10 WESTERN DIVISION
11
SECURITIES AND EXCHANGE CASE NO. 11-¢v-08607-R-DTB
12 || COMMISSION,
DECLARATION OF FRANK
13 Plaintiff, WERNETTE IN SUPPORT
OF TRI TOOL INC.’S
14 VS. MEMORANDUM OF POINTS
AND AUTHORITIES RE:
15 | CHARLES P. COPELAND, STATUTE OF LIMITATIONS
COPELAND WEALTH
16 | MANAGEMENT, A FINANCIAL
ADVISORY CORPORATION
17 || and COPELAND WEALTH
MANAGEMENT, A REAL
18 | ESTATE CORPORATION Date: December 16, 2013
Time: 10:00 a.m.
19 Defendants. Ctrm: 8, 2" Floor
Judge: Hon. Manuel L. Real
20
21
I, Frank Wernette, do hereby solemnly swear:
22
L. I am employed by Tri Tool Inc., a Nevada corporation (hereafter “Tri Tool”) as a
23
Special Projects Manager. If called to testify, I could testify to the following facts as a matter of
24
my personal knowledge, unless I state the testimony is based on my information or belief.
25
2. One special project of mine for Tri Tool was its purchase of certain real property
26
found at 3041 Sunrise Boulevard, in Rancho Cordova, Sacramento County, California.
27
3. On October 20, 2006, Tri Tool offered to buy the IRS building from CP3 (two
28

DEC04WERO01.L.02a Wernette Declaration re: Statute of Limitations
1
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10
11
12
13
14
15
16
17
18
19
20
21
2
23
24
25
26
27
28

parcels). Donald Copeland (hereafter “D. Copeland™) counter-offered, carving out a building pad
in the northwest corner, subject to a lot line adjustment. Tri Tool signed the contract on November
1, 2006. Tri Tool contracted with CP3, on November 1, 2006, to buy the Rancho Cordova
Property, depositing $100,000.00 in escrow. D. Copeland signed the contract as CP3's general
partner. CB Commercial Real Estate brokered the sale. They placed the escrow for Tri Tool’s
purchase of the Rancho Cordova Property at First American Title Insurance Company, in
Sacramento, California. First American Title, in its report on title to the real property, reflects the
owner of the real property Tri Tool was purchasing as CP3, but did not show who its general
partner was. Since Pacific Western Bank (hereafter “PWB”) did not take back a trust deed against
the CP3 property, it was not an exception within the preliminary title report. The original closing
date was December 15, 2006, with two 30-day extensions, at a cost to Tri Tool of $100,000.00
each. During due diligence, Tri Tool discovered an unrecorded purported easement (hereafter
“Purported Easement”). It became the subject of an addendum reached on January 4, 2007, with
Tri Tool depositing another $100,000.00 in escrow. On February 5,2007, CP3 and Tri Tool further
modified their contract. At that time, Tri Tool deposited another $100,000.00 in escrow. The
escrow officer, on February 7, 2007, then released to CP3 the entire amount of $300,000.00. D.
Copeland signed at least two addendums to the IRS building purchase contract, as the general
partner of CP3. One of the addendums added back in the building pad and CP3 abandoned its lot
line adjustment.

4. By February 7, 2007, Tri Tool’s purchase of the Rancho Cordova Property from
CP3 was a relative certainty. By this time, Tri Tool had released to CP3 $300,000.00, and had a
firm loan commitment to close. Escrow was to close March 7, 2007.

5. On March 7, 2007, Tri Tool and CP3 again extended the escrow 30 days to April
6, 2007.

6. CP3, from time-to-time, does defense contracting work. Security of its facilities
is a very important issue to Tri Tool. This includes limiting access over its properties.
Notwithstanding, Tri Tool agreed to close escrow, subject to the Purported Easement, giving CP3

two years to obtain its release.

DECO4WERO01.L02a Wernette Declaration re: Statute of Limitations
2
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7. On April 6, 2007, CP3 and Plaintiff Tri Tool closed escrow for CP3's sale of the
Rancho Cordova Property, to Tri Tool. The contract provided for anIRS 1031 like-kind exchange.
Consequently, Tri Tool assigned its purchase contract for $9,900,000.00 to NBFRE 10 LLC
(hereafter “NBFRE”). On April 6,2007, NBFRE, taking title from CP3, closed escrow, purchasing
the IRS building. NBFRE later deeded the building to Tri Tool, subject to an unrecorded easement.
The Buyer’s Final Settlement Statement was consequently in NBFRE’s name, as was title to the
CP3 property. I attach a true and correct copy hereto as Exhibit “A”. The buyer’s settlement
statement did not reflect the debt owing to PWB. As a condition to closing, subject to the
Purported Easement, CP3 promised to pay Tri Tool $200,000.00 if, within twenty-four (24) months
from escrow's close, CP3 did not remove the Purported Easement. To evidence this obligation, CP3
gave to Tri Tool a promissory note called “Straight Note” (hereafter “Note™). D. Copeland signed
the Note as “General Partner” of CP3. The Note provides for interest at 10% per annum, accruing
from the Note's due date. The Note further provides for attorney fees, and costs incurred in its
collection. Payment of the Note was to compensate Tri Tool for its having to undertake removal
of the Purported Easement, if CP3 did not timely accomplish its removal.

8. CP3 breached its promise to pay Tri Tool $200,000.00, causing Tri Tool to institute
the instant litigation.

[ declare under penalty of perjury under the laws of the State of California that the foregoing

is true and correct and that this declaration was executed on this 18" day of November 2013.

/s/ Frank Wernette
FRANK WERNETTE

DEC0O4WERO01.L02a Wernette Declaration re: Statute of Limitations
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Rollie A. Peterson, Es?( SSBN #113042)
R eterson(@peterson-kell.com

TERSON & KELL, A LAW CORPORATION
2377 Gold Meadow Wa Suite 280
Gold River, California 3670
Telephone: g 16) 635-9300
Fax: (916) 635-9303
Attorneys for Tri Tool Inc.
UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA
WESTERN DIVISION
SECURITIES AND EXCHANGE CASE NO. 11-¢v-08607-R-DTB
COMMISSION,
Plaintiff, CERTIFICATE OF SERVICE
OF TRI TOOL INC.’S
VS. MEMORANDUM OF POINTS
AND AUTHORITIES RE:
CHARLES P. COPELAND, STATUTE OF LIMITATIONS;
COPELAND WEALTH AND SUPPORTING
MANAGEMENT, A FINANCIAL DECLARATIONS
ADVISORY CORPORATION
and COPELAND WEALTH
MANAGEMENT, A REAL
ESTATE CORPORATION
Defendants.
Date: December 16, 2013
Time: 10:00 a.m.
Ctrm: 8, 2" Fioor
Judge: Hon. Manuel L. Real
I, Sheleen Haddad, declare I am a citizen of the United States and a resident of the County
of Sacramento; I am over the age of eighteen (18) years, and not a party to or interested in this action.
I am an employee of Peterson & Kell, A Law Corporation, and my business address is 2377 Gold
Meadow Way, Suite 280, Gold River, California 95670.
On November 18, 2013, I caused to be served the following document(s):

CoSOIWERO1.LOO Certificate of Service
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1 Tri Tool Inc.’s Memorandum of Points and Authorities Re: Statute of Limitations;

2) Declaration of Rollie A. Peterson, Esq., in Support of Tri Tool Inc.’s Memorandum of
Points and Authorities Re: Statute of Limitations;

3) Declaration of Frank Wernette, in Support of Tri Tool Inc.’s Memorandum of Points
and Authorities Re: Statute of Limitations;

4) Certificate of Service of Tri Tool Inc.’s Memorandum of Points and Authorities Re:
Statute of Limitations; and Supporting Declarations

O BY FEDERAL ELECTRONIC FILING: By causing the document to be electronically filed
viathe Court’s CM/ECF System, which effects electronic service on counsel who are registered

with the CM/ECF System on the following parties:

Everett G. Barry, Jr., Esq.

John H. Stephens, Esq.

Patrick L. Prindle, Esq.

Toby S. Kovalivker, Esq.

MULVANEY BARRY BEATTY LINN

& MAYERS, LLP

401 West A Street, 17" Floor

San Diego, CA 92101-7994

E-Mail: ebarry@mulvaneybarry.com
jstephens@mulvaneybarry.com
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