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MEMORANDUM OF POINTS AND AUTHORITIES
I INTRODUCTION

Real Party in Interest D.R. Horton set forth in its Answer Opposing the Issuance of Writs
of Mandamus or Prohibition (the "Opposition") that permitting homeowners associations to bring
construction defect claims in place of the individual homeowners regarding issues that affect
solely their individual property is improper at law and contrary to the public policy of this State.
A primary concern of Real Party in Interest as noted in its Opposition was the potential of greed
and corruption that can occur when the claims of the actual homeowners are usurped for the profit
of others. Recent reports of improprieties with regard to construction defect lawsuits brought by
homeowners associations in Nevada confirm that this is not mere rhetoric. In light of these
developments, Real Party in Interest's concern that greed and corruption are at play in the instant
matter are now substantiated.

Here, Petitioner seeks the issuance of a Writ of Mandamus, or in the alternative, a Writ of
Prohibition, providing that the Petitioner does have standing to sue on behalf of homeowners for
alleged defects existing on their individually-owned property. In addition to the reasons set forth
in its Opposition, the new information presented herein confirms that Petitioner is not entitled to
the relief sought. Real Party in Interest respectfully requests that this honorable Court deny

Petitioner's Petition as the District Court did not err in its judgment.

1L STANDARD OF REVIEW
Nevada Rules of Appellate Procedure Rule 31(d) provides, in pertinent part:

Any party may supplement the party's brief or briefs with supplemental
authorities... by filing and serving a supplemental memorandum not later that
fifteen (15) days before the day set for oral argument... All matters presented in
supplemental memorandum shall be clearly referenced to the parts of the party's
briefs on file which are supplemented by memorandum.

Under Rule 31(d), this honorable Court may consider supplemental authority as
long as it supplements and references arguments from the party brief being

supplemented. The additional points and authorities which are the subject of this brief

LEGAL:5708-088/1223482.1 2
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directly supplement and reference the arguments from Section "D" of Real Party in
Interest's Opposition. As such, this timely supplementation may be considered by this
honorable Court under NRAP 31(d).

III. ARGUMENT

A.  ALLOWING STANDING IN THIS CASE IS CONTRARY TO THE
ASSERTED PUBLIC POLICY OF THIS STATE.

1. Recently Discovered Evidence of Improprieties in Construction Defect
Lawsuits on Behalf of Homeowners Associations in Nevada Further
Demonstrates that Petitioner Is Without Standing to Assert Claims for
Defects that Only Affect Individually-Owned Property.

Real Party in Interest's Opposition explained that "giving a homeowners association power
over construction defect lawsuits and taking claims away from the homeowners can lead to
corruption, greed and abuse of authority."' New information has come to light subsequent to
submitting its Opposition which confirms that corruption, greed, and abuse of authority are
evident in the instant matter. Because recent news reports establish that Petitioner's counsel's
actions in the underlying matter are motivated by greed, corruption, and abuse of authority,
Petitioner is not entitled to the relief it seeks.

On February 2, 2009, John J. Nicholas, Petitioner's electrical expert, and Liberty Site
Control, Petitioner's site inspection coordinator, filed an Amended Complaint detailing the illicit
litigation practices of Petitioner's counsel, Nancy Quon ("Quon") of the Quon Bruce Christensen
Law Firm ("QBC").2 Plaintiffs in Nicholas v. Quon allege that Petitioner's counsel hired them to
work on a number of constructional defect matters, including the matter at issue here. However,
as outlined in their Amended Complaint, "since Quon discovered that she was under investigation
by federal authorities, Quon and the Quon (Bruce Christensen) Law Firm have not met their due

obligations to Nicholas, Liberty and third parties similarly situated, and there is evidence of

! Please see Real Party in Interest's Opposition at P. 20, 1. 20-22.
2 Please see the Amended Complaint filed in John J. Nicholas, et al. v. Nancy Quon, et al.
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significant monies being paid or scheduled to be paid to the Quon (Bruce Christensen) Law Firm,
and at the same time, entities being created for the purpose of transferring and protecting assets for
the ultimate benefit of Quon and/or her affiliates or relatives."

In a separate lawsuit against Petitioner's counsel, counsel is alleged to have entered into a
loan agreements collateralized by proceeds from this litigation. Ignoring for the moment the
myriad ethical and legal problems with such financial transactions, it remains that counsel took a
pecuniary interest in this litigation which the actual homeowners do not share. There is no dispute
that Petitioner's counsel's interests in and to this litigation are directly in contrast with those of the
actual homeowners the result of counsel's nefarious financial transactions.

On April 16, 2009, SMS Financial, LLC filed a verified complaint against Petitioner's
Counsel, Quon, and QBC, outlining QBC's borrowing of over $740,000.00 against a potential
recovery in the underlying High Noon Arlington Ranch matter.* This transaction occurred on
August 27, 2007, two (2) months after Petitioner filed its Complaint, and four (4) months before -
Petitioner served its Notice, in the underlying matter. As noted in Real Party in Interest's
Opposition, Petitioner filed a Complaint against Real Party in Interest on June 7, 2007. Petitioner
then filed an ex parte motion to stay service of the Complaint, stating that it would "immediately
serve Defendants with Notice of Construction Defects pursuant to NRS 40.645." However,
Petitioner did not serve the Notice until January 21, 2008, six months after the ex parte motion.

The foregoing establishes that the concerns of Real Party in Interest are now realized. Real
Party in Interest asserts in its Opposition that this "construction defect lawsuit (was) being planned

and orchestrated in order for certain individuals to profit, none of which include the actual

(District Court Case No. A580453) attached hereto as Exhibit "AA".

3 Please see Exhibit "AA' at P.4, 1.5.

4 Please see the Verified Complaint filed in SMS Financial, LLC v. Nancy Quon, et al.
(District Court Case No. A587918), attached hereto as Exhibit "BB", at PP. 13-14, 1. 70-74

® Please see the underlying Complaint excluding exhibits, attached to Real Party in
Interest's Opposition as Exhibit “A”
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homeowners in the development."® There is no doubt that Petitioner's counsel abused her
authority as counsel for Petitioner by entering into a secret loan agreement, receiving over
$740,000.00 in loan proceeds, without advising Petitioner. The greed and corruption evidenced by
this transaction, in and of itself, is sufficient proof of what happens when homeowners are allowed
to have their claims appropriated. When coupled with actions described by Petitioner's counsel's
own consultants, a pattern of corruption by Petitioner's counsel is wholly apparent now.

SMS Financial has also taken a security interest in the underlying matter.” As a result of
the greed of Petitioner's counsel in obtaining personal loans against litigation proceeds which
properly belong to Petitioner, if any are to be had, Real Party in Interest now faces additional
hurdles in trying to resolve the underlying matter. All of this is easily avoided if Nevada law is
properly enforced to prevent the abuse of individual homeowners' rights.

This supplemental evidence further supports Real Party in Interest's assertions that "the
broadening of the powers of the association provided within NRS 116.3102 and the declaration

"8 Ppetitioner's

that govern the association can lead to the ills presented in these recent allegations.
counsel had Petitioner incur significant costs and expenses in making defect allegations that it
lacks standing to assert. Given the number of lawsuits filed against Petitioner's counsel, Petitioner
now finds itself one of potentially hundreds of creditors of Petitioner's counsel, hoping to be
reimbursed for counsel's outrageous conduct.

Because recent events have shown the greed and corruption that results when homeowners'
rights are infringed upon, permitting standing to Petitioner is contrary to the public policy of this

State, in addition to well-established canons of statutory construction. As such, Petitioner's

Petition for a Writ to overturn Respondent Court’s May 27, 2008 ruling, should be denied.

6 Please see Real Party in Interest's Opposition at P. 22, 11. 8-12.

7 Please see the "Notice of Security Interest and request for Special Notice", attached
hereto as Exhibit "CC", filed by SMS Financial, LLC in the underlying matter.

8 Please see Real Party in Interest's Opposition at P. 22, 11. 14-17.
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IV. CONCLUSION

For all of the foregoing reasons, Real Party in Interest respectfully submits that
Respondent Court did not abuse its discretion, given that NRS 116.3102 does not confer standing
on a homeowners association for individual homeowner defects and that
NRS 116.3102 expressly provides that the homeowners association’s statutory powers are limited
by the declaration applicable to the association. As such, Real Party in Interest respectfully
requests that Petitioner's Petition for a Writ of Mandamus or, in the alternative, Writ of
Prohibition, to overturn Respondent Court’s May 27, 2008 ruling, be denied.
DATED: MayZ_Z__, 2009 WOOD, SMITH, HENNING & BERMAN LLP

THOMAS E. TROJAN, ESQ.

Nevada Bar No. 6852

STEPHEN N. ROSEN, ESQ.

Nevada Bar No. 10737

WOOD, SMITH, HENNING & BERMAN LLP
7670 West Lake Mead Boulevard, Suite 250
Las Vegas, Nevada 89128-6652

Attorneys for Real Party in Interest,

D.R. Horton, Inc.
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PROOF OF SERVICE
STATE OF NEVADA, COUNTY OF CLARK

I am employed in the County of Clark, State of Nevada. I am over the age of eighteen
years and not a party to the within action; my business address is 7670 West Lake Mead
Boulevard, Suite 250, Las Vegas, Nevada 89128-6652.

On May 22, 2009, I served the following document(s) described as REAL PARTY IN
INTEREST D.R. HORTON'S SUPPLEMENT TO ANSWER OPPOSING TO THE
ISSUANCE OF WRITS OF MANDAMUS OR PROHIBITION on the interested parties in
this action by placing true copies thereof enclosed in sealed envelopes addressed as follows:

SEE ATTACHED LIST

BY MAIL: I am “readily familiar” with Wood, Smith, Henning & Berman’s practice for
collecting and processing correspondence for mailing with the United States Postal Service.
Under that practice, it would be deposited with the United States Postal Service that same day in
the ordinary course of business. Such envelope(s) were placed for collection and mailing with
postage thereon fully prepaid at Las Vegas, Nevada, on that same day following ordinary business
practices.

I declare under penalty of perjury under the laws of the United States of America that the
foregoing is true and correct and that I am employed in the ofﬁce of a member of the bar of this
Court at whose direction the service was made.

Executed on May 22, 2009, at Las Vegas, Nevada.

fugrle 4 Mg

Kngel . Monegain
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SERVICE LIST
Case No. 52798

Honorable Judge Susan H. Williams
Regional Justice Center

District Court, Dept. 22

200 Lewis Avenue

Las Vegas, NV 89101

George T. Bouchanis, Esq.
George T. Bouchanis, Ltd.
631 South Ninth Street
Las Vegas, NV 89101

Norberto Cisneros
Cisneros & Thompson
630 South Third Street
Las Vegas, NV 89101

Matthew L. Grode, Esq.

Gibbs, Giden, Locher, Turner & Senet, LLP
3993 Howard Hughes Parkway

Suite 530

Las Vegas, NV 89106

Attorneys for Plaintiffs
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Attorneys for Amicus Curiac Nevada
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Attorneys for Amicus Curiae Safe Homes
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Attorneys for High Noon at Arlington Ranch
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Ninth Floor

3960 Howard Hughes Pkwy
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ACOM

GORDON SILVER

ERIKA PIKE TURNER

Nevada Bar No. 6454

KENNETH E. HOGAN

Nevada Bar No. 10083

3960 Howard Hughes Pkwy., 9th Floor
Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for Plaintiffs,

John J. Nicholas d/b/a JN Consulting Company
and Liberty Site Control, Inc. :

Electronically Filed
02/02/2009 09:33:24 AM

Eed 4TS

CLERK OF THE COURT

DISTRICT COURT

CLARK COUNTY, NEVADA

JOHN J. NICHOLAS, a Nevada resident, doing
business as IN2 CONSULTING COMPANY;
LIBERTY SITE CONTROL, INC., a Nevada
corporation,

Plaintiffs,
Vs.

NANCY QUON, a Nevada resident, individually
and doing business as QUON BRUCE
CHRISTENSEN LAW FIRM; NANCY QUON,
a Nevada Professional Corporation doing
business as QUON BRUCE CHRISTENSEN
LAW FIRM; ROBERT GUNDERSON, a
Nevada resident; LYNNE GALLAGHER, a
Nevada resident; AMBER RIDGE
CONDOMINIUM ASSOCIATION, a Nevada
non-profit corporation; CHATEAU NOUVEAU
CONDOMINIUM UNIT-OWNERS’
ASSOCIATION, INC., a Nevada non-profit
corporation; CHATEAU VERSAILLES
CONDOMINIUM UNITOWNERS
ASSOCIATION, INC., a Nevada non-profit
corporation; DORRELL SQUARE
HOMEOWNERS ASSOCIATION, a Nevada
non-profit corporation; FIRST LIGHT
HOMEOWNERS ASSOCIATION, a defaulted
Nevada non-profit corporation; HORIZON
HILLS HOMEOWNERS ASSOCIATION, a
Nevada non-profit corporation; MARAVILLA
HOMEOWNERS ASSOCIATION, a defaulted
Nevada non-profit corporation; PARK AVENUE
HOMEOWNERS’ ASSOCIATION, a Nevada
non-profit corporation; SEDONA
HOMEOWNERS CONDOMINIUM
ASSOCIATION, INC., a Nevada non-profit

CASE NO. A580453
DEPT. VII

AMENDED COMPLAINT

10f10
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corporation; COURT AT ALIANTE
HOMEOWNERS ASSOCIATION, a Nevada
non-profit corporation; TRIANA SOUTH
HOMEOWNERS ASSOCIATION, a Nevada
non-profit corporation; FOUR TURNBERRY
PLACE CONDOMINIUM ASSOCIATION, A
Nevada non-profit corporation; FLEUR DE LIS
CONDOMINIUM ASSOCIATION, INC., a
Florida corporation; THE HAMPTONS AT
METROWEST CONDOMINIUM
ASSOCTATION, INC., a Florida non-profit
corporation; VUE CONDOMINIUM
ASSOCIATION, INC., a Florida non-profit
corporation, WATERSTREET AT
CELEBRATION CONDOMINIUM
ASSSOCIATION, INC., a Florida non-profit
corporation; VENTNOR “B” CONDOMINIUM
ASSOCIATION, INC.,, a Florida non-profit
corporation; PROMENADE CONDOMINIUM
ASSOCIATION, INC., a Florida non-profit
corporation; EL-AD ENCLAVE AT MIRAMAR
CONDOMINIUM ASSOCIATION, INC,, a
Florida non-profit corporation; MERRICK
PRESERVE CONDOMINIUM ASSOCIATION,
INC., a Florida non-profit corporation;
RIVERWALK TOWER UNIT-OWNERS®
ASSOCIATION, a Nevada non-profit
corporation; HIGH NOON AT BOULDER
RANCH HOMEOWNERS ASSOCIATION, a
Nevada non-profit corporation; FIRST LIGHT
AT BOULDER RANCH HOMEOWNERS
ASSOCIATION, a Nevada non-profit
corporation; DOES I through X and ROE
ENTITIES I through XX, inclusive,

Defendants.

COMES NOW Plaintiff, John J. Nicholas, a Nevada resident, d/b/a JN2 Consulting
Company (“Nicholas™), and Plaintiff, Liberty Site Control, Inc.,, a Nevada corporation
(“Liberty”), by and through counsel, the law firm of Gordon Silver, and hereby complain and
allege against Defendants, Nancy Quon, a Nevada resident, individually and d/b/a Quon Bruce
Christensen Law Firm (“Quon”); Nancy Quon, a Nevada Professional Corporation d/b/a Quon
Bruce Christensen Law Firm (the “Quon Firm”); Robert Gunderson, (“Gunderson”), Lynne
Gallagher, (“Gallagher”); Amber Ridge Condominium Association, a Nevada non-profit
corporation (“Amber Ridge™); Chateau Nouveau Condominium Unit-Owners’ Association, Inc.,
a Nevada non-profit corporation (“Chateau Nouveau”), Chateau Versailles ‘Unit-Owners’

20f10
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Las Vegas, Nevada 89169

Association, Inc., a Nevada non-profit corporation (“Chateau Versailles™); Dorrell Square
Homeowners Association, a Nevada non-profit corporation (“Dorrell””); First Light Homeowners
Association, a defaulted Nevada non-profit corporation (“First Light”); Horizon Hills
Homeowners Association, a Nevada non-profit corporation (“Horizon Hills”); Maravilla
Homeowners Association, a defaulted Nevada non-profit corporation (“Maravilla™); Park
Avenue Homeowners; Association, a Nevada non-profit corporation (“Park Avenue™); Sedona
Condominium Homeowners Association, Inc., a Nevada non-profit corporation (“Sedona”);
Court at Aliante Homeowners Association, a Nevada non-profit corporation (“Aliante™); Triana
South Homeowners Association, a Nevada non-profit corporation (“Triana”); Four Turnberry
Place Association, a Nevada non-profit corporation (“Turnberry”); Fleur de Lis Condominium
Association, Inc. a Florida corporation (“Fleur de Lis”); The Hamptons at Metrowest
Condominium Association, Inc., a Florida non-profit corporation (“Hamptons™); Merrick
Preserve Condominium Association, Inc. a Florida non-profit corporation (“Merrick”); El-Ad
Enclave at Miramar Condominium Association, Inc. a Florida non-profit corporation
(“Miramar”); Promenade Condominium Association, Inc. a Florida non-profit corporation
(“Promenade”); Vue Condominium Association, Inc. a Florida non-profit corporation (“Vue™);
Ventnor “B” Condominium Association, Inc. a Florida non-profit corporation; Waterstreet at
Celebration Condominium Association, Inc. a Florida non-profit corporation (“Waterstreet™);
Rivérwalk Tower Unit-Owners’ Association, a Nevada non-profit corporation (“Riverwalk”);
High Noon at Boulder Ranch Homeowners Association (“High Noon™); First Light at Boulder
Ranch Homeowners Association, a Nevada non-profit corporation (“Boulder Ranch™); Does I
through X and Roe Entities I through XX, inclusive (collectively referred to. herein as

“Defendants™), as follows:

1.
GENERAL ALLEGATIONS
A. The Parties:
1. Plaintiff Nicholas is, and has been at all times relevant hereto, a Nevada resident,

and since June 11, 2007, has been doing business as JN2 Consulting Company.

30f10
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2. Plaintiff Liberty is, and was at all times relevant hereto, incorporated in the State
of Nevada and doing business in Clark County, Nevada.

3. Upon information and belief, Defendant Quon is, and was at all times relevant
hereto, a Nevada resident and incorporated as a professional corporation in the State of Nevada
doing business as the Quon Firm.

4, Upon information and belief, the Quon Firm represents Defendants Gunderson,
Gallagher, Amber Ridge, Chateau Nouveau, Chateau Versailles, Dorrell, First Light, Horizon
Hills, Park Avenue, Sedona, Aliante, Turmberry, Triana, Fleur de Lis, Merrick, Miramar,
Maravilla, Promenade, Vue, Ventnor “B,” Waterstreet, Riverwalk, High Noon and Boulder
Ranch. Upon information and belief, the Quon Firm represents these clients on a contingency
basis in the prosecution of claims against third parties for alleged construction defects of homes
or condominiums.

5. Defendants designated herein as Does and Roe Entities are individuals and légal
entities that are liable to Plaintiffs for the claims set forth herein. In addition to possible alter
egos of the above-named defendants and additional possible liable parties that may be discovered
for the alleged obligations, if discovery should reveal Quon and/or the Quon Firm or any of its
members are participating in fraudulent transfers for the purpose of avoiding creditors such as
Plaintiffs, then members of the Quon Firm and/or third-party transferees, including but not
limited to new Quon entities formed for holding property and assets shall be added as defendants
herein. Upon information and belief, since Quon discovered she was under investigation by
federal authorities, Quon and the Quon Firm have not met their due obligations to Nicholas,
Liberty and third parties similarly situated, and there is evidence of significant monies being paid
or scheduled to be paid to the Quon Firm, and at the same time, entities being created for the
purpose of transferring and protecting assets for the ultimate benefit of Quon and/or her affiliates
or relatives. Any transactions and the true capacities of Does and Roe Entities are presently
unknown to Plaintiffs and, therefore, Plaintiffs sue said defendants by such fictitious names.
Plaintiffs will amend his Complaint to assert the true names and capacities of such Doe and Roe

Entities when more information has been ascertained.
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B. The Services Provided By Nicholas:

6. At all times relevant hereto, Nicholas has been in the business of providing
electrical expert testimony and construction defect litigation support services to homeowners,
homeowner associations and law firms, including but not limited to Defendants.

7. Prior to Nicholas agreeing to provide services for the benefit of the Quon Firm
and its clients, Quon represented to Nicholas that in exchange for his provision of services for
the benefit of the Quon Firm and its clients, that she would pay him for those services. At
various times over the years, Quon and Nicholas have discussed Nicholas® fee arrangement. The

fee arrangement has changed over the years, but only with respect to the percentage of payment

to be paid current.

8. Prior to June 2007, Nicholas was doing business as JN Consulting Co. Nicholas
d/b/a JN Consulting Co. filed a petition for Chapter 7 bankruptcy in April 2007, and during the
pendency of the bankruptcy, Nicholas reached an accord and satisfaction for all outstanding
receivables due and owing to JN Consulting Co. with the Quon Firm.

9. Upon Nicholas commencing work on behalf of Defendants as JN2 Consulting in
June 2007, Nicholas and Quon discussed the fee arrangement that would apply on a going-
forward basis.

10.  Atall times, Nicholas and Quon have agreed that Nicholas would bill monthly to
the Quon Firm for work performed for the benefit of each Quon Firm client. Following the June
2007 accord, Quon agreed that Nicholas would thereafter receive payment for 65% of the
amount due for his services on a current basis. In other words, Nicholas was to be paid 65% of
all amounts due to him for services rendered until the client’s matter was resolved, at which time
Nicholas would be paid the remaining 35% due to him. No payment to Nicholas is contingent.

11.  Nicholas' services performed on behalf of and/or for the benefit of Quon, the
Quon Firm, Gunderson, Gallagher, Amber Ridge, Chateau Nouveau, Chateau Versailles, Dorrell,
First Light, Horizon Hills, Maravilla, Park Avenue, Sedona, Aliante, Triana, Turnberry, Fleur de
Lis, Hamptons, Merrick, Miramar, Promenade, Vue, Ventnor “B,” and Waterstreet include, but

are not limited to, the following described services:
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a) identify, inspect, investigate, audit, review and analyze the subject housing
units that form the subject matter of the litigation;

b) prepare all required reports and analyses and provide all expert testimony
required by the homeowners association or the Quon Firm;

c) conduct all support services deemed necessary to accomplish the
investigations and perform the expert services.

12.  Nicholas has sent the Quon Firm monthly invoices for services performed on
behalf of each of the Quon Firm clients. The Quon Firm has remitted payment in the past, and
there was no dispute as to invoices remitted for payment.

13.  The Quon Firm has failed and/or refused to remit payment for the services
performed on behalf of Defendants, despite its obligation to remain 65% current on each matter
and to pay the remainder due when a matter is resolved.

14.  Upon information and belief, the case filed by the Quon Firm on behalf of Park
Avenue has settled. Upon information and belief, despite certain settlement proceeds being paid
to the Quon Firm and Park Avenue, Nicholas has not been paid for his billed services in that
case. Upon information and belief, the case filed by the Quon Firm on behalf of Gallagher has
also settled; however, Nicholas has not been paid in full for his services in the Gallagher case
either.

C. The Services Provided By Liberty:

15.  Since its formation, Liberty has been in the business of providing construction
defect litigation support services to Quon, and since Quon formed the Quon Firm, Liberty has
provided those services to the Quon Firm and for the benefit of their homeowner and
homeowners’ association clients.

16.  Prior to Liberty agreeing to provide services for the benefit of the Quon Firm and
its clients, Quon represented to Liberty that in exchange for its provision of services for the
benefit of the Quon Firm and its clients, that she would pay Liberty for those services.

17.  Quon agreed that Liberty would receive payment for 50% of the amount due for

services on a current basis. In other words, Liberty was to be paid 50% of all amounts due for
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services rendered until the client’s matter was resolved, at which time Liberty would be paid the
remaining 50% due. No payment to Liberty is contingent.

18.  Liberty’s services performed on behalf of and/or for the benefit of Quon, the
Quon Firm, Amber Ridge, Chateau Nouveau, Chateau Versailles, Aliante, Dorrell, First Light,
High Noon, Horizon Hills, Park Avenue, Riverwalk, Boulder Ranch, Sedona and Turnberry
include, but are not limited to, the following described services:

a) identify, inspect, investigate, review and analyze the subject housing units
that form the subject matter of the litigation;

b) attend, supervise and control site inspections;

c) obtain and marshal evidence from site; .

d) perform other litigation support services deemed necessary by Quon and
the Quon Firm.

19. Liberty has sent the Quon Firm monthly invoices for services performed on
behalf of each of the Quon Firm clients. The Quon Firm has remitted payment in the past, and
there was no dispute as to invoices remitted for payment.

20. The Quon Firm has failed and/or refused to remit payment for the services
performed on behalf of Defendants, despite their obligation to remain 50% current on each
matter and to pay the remainder due when a matter is resolved.

21.  Upon information and belief, the case filed by the Quon Firm on behalf of Park
Avenue has settled. Upon information and belief, despite certain settlement proceeds being paid
to the Quon Firm and Park Avenue, Liberty has not been paid for billed services in that case.

IL
CLAIMS FOR RELIEF
FIRST CAUSE OF ACTION
(Breach of Contract)
25.  Plaintiffs repeat and re-allege each and every allegation contained in paragraphs 1

through 24 of this Complaint as though fully set forth herein.
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26. Upon information and belief, Gunderson, Gallagher, Amber Ridge, Chateau
Nouveau, Chateau Versailles, Dorrell, First Light, Horizon Hills, Park Avenue, Sedona, Aliante,
Tumberry, Triana, Fleur de Lis, Merrick, Miravilla, Miramar, Promenade, Vue, Ventnor “B,”
Waterstreet, Riverwalk, Boulder Ranch and High Noon authorized their attorneys to act on for
their benefit and hire professionals such as Plaintiffs to provide expert and other litigation
support services. Quon, acting on behalf of her clients, therefore entered into a contract with
Plaintiffs for expert and other litigation support services.

27. Plaintiffs on one hand and Defendants on the other hand are therefore parties to
confract, express and implied. Plaintiffs agreed to provide services for the benefit of Defendants
in exchange for payment, and without such payment, Plaintiffs would not have performed the
services for the benefit of Defendants.

28.  Plaintiffs performed the promised services.

29.  Defendants have accepted the benefits provided by Plaintiffs pursuant to the
contracts for services. |

30.  Despite that Plaintiffs have met their performance obligations, Defendants have
failed and/or refused to pay the due amounts to Plaintiffs pursuant to the terms of the contract.

31.  The breach of contract has resulted in damages to Plaintiffs in excess of '
$10,000.00, specific amounts to be proven at trial.

32.  Plaintiffs contract damages include the cost of collection, including attorneys’
fees and costs incurred herein.

SECOND CAUSE OF ACTION
(Breach of the Implied Covenant of Good Faith and Fair Dealing)

32.  Plaintiffs repeat and re-allege each and every allegation contained in paragraphs 1
through 31 of this Complaint as though fully set forth herein.

33.  Each contract has an implied covenant of good faith and fair dealing, including
the contracts with Plaintiffs for the provision of expert and other litigation support services for

the benefit of Defendants.
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34.  Defendants have breached the implied covenant of good faith and fair dealing by
acting in bad faith, contrary to the justified expectations of Plaintiffs in the performance of the
contracts.

35.  The breaches of the implied covenant of good faith and fair dealing has resulted in
damages to Plaintiffs in excess of $10,000.00, a specific amount to be proven at trial.

36.  The contract damages include the cost of collection, including attorneys’ fees and
costs incurred herein.

THIRD CAUSE OF ACTION
(Quantum Meruit)

37.  Plaintiffs repeat and re-allege each and every allegation contained in paragraphs 1
through 36 of this Complaint as though fully set forth herein.

38.  Defendants received the benefit of Plaintiffs’ services and would not have
received these services but for their promise to pay Plaintiffs for them.

39.  The reasonable value of Plaintiffs’ services provided for the benefit of Defendants
that remains unpaid is an amount in excess of $10,000.00, a specific amount to be determined at
the time of trial.

40.  Plaintiffs are entitled to attorneys' fees and costs incurred in the prosecution of
this case.

FOURTH CAUSE OF ACTION
Unjust Enrichment

41.  Plaintiffs repeat and re-allege each and every allegation contained in paragraphs 1
through 40 of this Complaint as though fully set forth herein.

42.  Defendants are prosecuting their cases with the benefit of Plaintiffs’ services
having been provided to them, which Defendants accepted Plaintiffs’ services and utilized them
and did not pay a reasonable value for such use.

43.  Defendants will be unjustly enriched if permitted to retain the reasonable value of

these services without paying Plaintiffs for the same.
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44.  The reasonable value of Plaintiffs’ services that remains unpaid is an amount in
excess of $10,000.00, a specific amount to be determined at the time of trial.

45.  Plaintiffs are also entitled to punitive damages in an amount sufficient to deter
Defendants from similar conduct in the future, pursuant to NRS 42.005, ef seq.

46.  Plaintiffs are entitled to attorneys' fees and costs incurred in the prosecution of
this case.

WHEREFORE, Plaintiffs pray for judgment as follows

1. An award of damages in excess of $10,000.00, a specific amount to be determined

at the time of trial;

2. An award of punitive damages;

3. an award of fees and costs; and

4. such other and er relief as the Court deems just and proper.

Dated this day of January, 2009.

E
Nevada Bar No. 6454

KENNETH E. HOGAN

Nevada Bar No. 10083

3960 Howard Hughes Pkwy., 9th Floor

Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for Plaintiffs,

John J. Nicholas, d/b/a JN Consulting Company
and Liberty Site Control, Inc.
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Attorneys for Plaintiff,

SMS Financial, LLC

DISTRICT COURT
CLARK COUNTY, NEVADA
SMS FINANCIAL, LLC, an Arizona limited /
liability company, 5 g
CASE NO.
Plaintiff, DEPT. NO. X / ’ I
VS. VERIFIED COMPLAINT
NANCY QUON, A PROFESSIONAL Exempt from Arbitration: Amount in

CORPORATION, a Nevada corporation d/b/a Controversy Exceeds $50,000.00 and
QUON BRUCE CHRISTENSEN LAW FIRM; | Receiver Requested

NANCY QUON, individually and d/b/a QUON
BRUCE CHRISTENSEN LAW FIRM; JQ
PRINTING & GRAPHICS, INC., a Nevada
corporation; SL PUBLIC RELATIONS, INC,, a
Nevada corporation; QUON INVESTMENTS,
LLC, a Nevada limited liability company; and
QUONTUM MARKETING SERVICES, INC., a
Nevada corporation; DOES and ROE ENTITIES,
I- X, inclusive,

Defendants.

Plaintiff, SMS FINANCIAL, LLC, by and through its counsel, the law firm of Gordon
Silver, hereby complains and alleges against Defendants, NANCY QUON, A PROFESSIONAL
CORPORATION, a Nevada corporation d/b/a QUON BRUCE CHRISTENSEN LAW FIRM;
NANCY QUON, individually and d/b/a QUON BRUCE CHRISTENSEN LAW FIRM; JQ
PRINTING & GRAPHICS, INC.; SL PUBLIC RELATIONs; INC.; QUON INVESTMENTS,
LLC; and QUONTUM MARKETING SERVICES, INC., DOES and ROE ENTITIES, I - X,

inclusive, as follows:
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t 1 1
2 GENERAL ALLEGATIONS
3| A PARTIES, JURISDICTION AND VENUE:
4 1. Plaintiff SMS Financial, LLC ("SMS Financial") is, and was at all times relevant
5 || herein, an Arizona limited liability company.
6 2. Upon information and belief, Defendant Nancy Quon, A Professional
7 || Corporation, is, and was at all times relevant herein, doing business in Clark County, Nevada as
8 || the Quon Bruce Christensen Law Firm (the "Quon Firm"). Upon information and belief, the
9 | Quon Firm is a law firm located in Las Vegas, Nevada that is primarily engaged in the practice
10 || of construction defect litigation.
11 3. Upon information and belief, Defendant Nancy Quon ("Quon") is, and was at all
12 || times relevant herein, an individual residing in Clark County. Quon, in her individual capacity,
13 || also does business as the Quon Bruce Christensen Law Firm.
14 4. Upon information and belief, Defendant JQ Printing & Graphics, Inc. ("JQ
15 || Printing") is, and was at all times relevant herein, a Nevada corporation conducting business in
16 || Clark County, Nevada.
17 5. Upon information and belief, Defendant SL Public Relations, Inc. ("SL Public")
18 || is, and was at all times relevant herein, a Nevada corporation conducting business in Clark
19 || County, Nevada.
20 6. Upon information and belief, Defendant Quon Investments, LLC ("Quon
21 || Investments") is, and was at all times relevant herein, a Nevada limited liability company
22 |i conducting business in Clark County, Nevada.
23 7. Upon information and belief, Defendant Quontum Marketing Services, Inc.
24 || ("Quontum Marketing”") is, and was at all times relevant herein, a Nevada corporation doing
25 || business in Clark County Nevada.
26 8. Defendants designated herein as Does and Roe Entities are individuals and legal
27 || entities that are also liable to SMS Financial for the claims set forth herein. In addition to
28 || possible alter egos of the above-named defendants, if discovery should reveal that the above-
mﬁ%‘:ﬁaﬁm 100617-001/690797_2.doc 2023
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named defendants or any of its principals are participating in fraudulent transfers for the purpose
of avoiding creditors such as SMS Financial, then third-party transferees, including but not
limited to new Quon entities formed for holding property and assets shall be added as defendants
herein. Upon information and belief, since Quon discovered she was under investigation by
federal authorities, Quon and the Quon Firm have not met their due obligations to third parties,
and there is evidence of significant monies being paid or scheduled to be paid to the Quon Firm,
and at the same time, entities being created for the purpose of transferring and protecting assets
for the ultimate benefit of Quon and/or her affiliates or relatives. Any transactions and the true
capacities of Does and Roe Entities are presently unknown to SMS Financial and, therefore,
SMS Financial sues said defendants by such fictitious names. SMS Financial will amend this
Complaint to assert the true names and capacities of such Doe and Roe Entities when more
information has been ascertained.

9. The Quon Firm, Quon, JQ Printing, SL Public, Quon Investments and Quantum
Marketing (collectively, the “Defendants™) are all parties to written contracts subject of this
lawsuit, which provide for the resolution of all disputes in Clark County, Nevada state court.

B. The Subject Loans:

10.  OnJanuary 12, 2009, SMS Financial acquired from the Federal Deposit Insurance
Corporation ("FDIC") all right, title and interest in the following described loans originally
entered into between the Quon Firm and First National Bank of Nevada ("Bank of Nevada").
SMS Financial is the successor to the FDIC, as receiver for the failed Bank of Nevada.

11.  Asdescribed in the business loan agreements, the purpose of the loans made from
Bank of Nevada to the Quon Firm was to fund the Quon Firm operations (i.e., case litigations).
The detail of the outstanding loans is as follows:

12, Upon information and belief, on or about June 5, 2006, the Quon Firm executed a
Business Loan Agreement and Promissory Note, pursuant to which the Quon Firm borrowed the
principal amount of $2,000,000.00 from Bank of Nevada (hereinafier the "Park Avenue
Promissory Note"). A true and correct copy of the Park Avenue Business Loan Agreement and

Park Avenue Promissory Note are attached hereto as Exhibit "1-A."
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13. Upon information and belief, on June 5, 2006, in connection with the Park
Avenue Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from thev outcome of case A521169, filed on May 14, 2006, in the Eighth Judicial District Court,
Clark County, Nevada for Plaintiff Park Avenue Homeowner's Association (the "Park Avenue
Action"). A true and correct copy of the Park Avenue Commercial Pledge Agreement is
attached hereto as Exhibit "1-B."”

14.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Second
Amendment to Promissory Note wherein the maturity date on the Park Avenue Promissory Note
was extended to July 11, 2008. On January 22, 2008, the Quon Firm executed an Amendment to
Business Loan Agreement, pursuant to which the principal amount of the loan was increased to
$2,250,000.00. True and correct copies of the Amendments to the Park Avenue Promissory Note
are attached hereto as Exhibit "1-C."

15.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Park Avenue Action. A true and correct copy of the UCC
Financing Statement Amendment is attached hereto as Exhibit "1-D.”

16.  Upon information and belief, the Park Avenue Action has settled for $12.5
million. Upon further information and belief, the Quon Firm was to receive all settlement
proceeds by no later than April 13, 2009.

17.  SMS Financial received two payments of $500,000.00 each, one in January 2009
and one in February 2009. As of March 9, 2009, the outstanding balance due and owing under
the Park Avenue Promissory Note, as amended, is $1,488,208.77.

18.  Upon information and belief, on or about June 6, 2006, the Quon Firm executed a
Promissory Note wherein the Quon Firm borrowed the principal amount of $300,000.00 from
Bank of Nevada (hereinafter the "Amber Ridge Promissory Note"). A true and correct copy of
the Amber Ridge Promissory Note is attached hereto as Exhibit "1-E.”

40f23
100617-001/690797_2.doc




(Page 5 of 426)

)

—

NNNNNNNN'—IO—ID—\t—Io—l—;—ta—Ap—A;—l
~N Y L B WN e OO0 NN W N = O

28

Gordon Silver
Anomeys At Law
Ninth Floor

Las Vegas, Nevada 89169
(702} 796-5555

O 0 N O B W N

3860 Howard Hughes Pkwy

19.  Upon information and belief, on June 6, 2006, in connection with the Amber
Ridge Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A533852, filed on January 4, 2007 in the Eighth Judicial District
Court, Clark County, Nevada for Plaintiff Amber Ridge Condominium Association (the "Amber
Ridge Action™). A true and correct copy of the Amber Ridge Commercial Pledge Agreement is
attached hereto as Exhibit "1-F."

20.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Fourth
Amendment to Promissory Note wherein the maturity date on the Amber Ridge Promissory Note
was extended to July 11, 2008. On December 19, 2007, the Quon Firm executed a Sixth
Amendment to Promissory Note, pursuant to which the principal amount of the loan was
increased to $750,000.00. True and correct copies of the Amendments to the Amber Ridge
Promissory Note are attached hereto as Exhibit "1-G."

21.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Amber Ridge Action. A true and correct copy of the Amber
Ridge UCC Financing Statement Amendment is attached hereto as Exhibit "1-H."

22.  As of March 9, 2009, the outstanding balance due and owing under the Amber
Ridge Promissory Note, as amended, is $831,435.79.

23.  Upon information and belief, the Amber Ridge Action has settled for the amount
of $5.8 million, at least $1,914,451.85 which has funded. The Quon Firm never notified SMS
Financial that the Amber Ridge action settled and has not paid SMS Financial any portion of the
settlement income.

24. Upon information and belief, on or about June 6, 2006, the Quon Firm executed a
Promissory Note wherein the Quon Firm borrowed the principal amount of $900,000.00 from
Bank of Nevada (hereinafter the "First Light Promissory Note"). The maturity date of the First
Light Promissory Note was May 29, 2007. A true and correct copy of the First Light Promissory

Note is attached hereto as Exhibit "1-1."
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25.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in the First Light
Action. A true and correct copy of the First Light UCC Financing Statement Amendment is
attached hereto as Exhibit "1-1."

26.  Asof March 9, 2009, the outstanding balance due and owing under the First Light
Promissory Note, as amended, is $1,226,929.78.

27.  Upon information and belief, on or about June 6, 2006, the Quon Firm executed a
Promissory Note wherein the Quon Firm borrowed the principal amount of 5796,549.24 from
Bank of Nevada (hereinafter the "Gunderson Promissory Note"). The Gunderson Promissory
Note was secured by the proceeds from the outcome of Case No. A495059 filed on November
10, 2004 with the Eighth Judicial District Court of Clark County, Nevada on behalf of Robert
and Phyllis Gunderson and other similarly situated homeowners (the “Gunderson Action”). A
true and correct copy of the Gunderson Promissory Note is attached hereto as Exhibit "1-K."

28.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Third
Amendment to Promissory Note, wherein the maturity date on the Gunderson Promissory Note
was extended to July 11, 2008. On April 18, 2008, the Quon Firm executed a further
Amendment to Promissory Note, pursuant to which the principal amount of the loan was
increased to $1,600,000.00. True and correct copies of the Amendments to the Gunderson
Promissory Note are attached hereto as "Exhibit 1-L."

29.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in the proceeds from
the outcome of the Gunderson Action. A true and correct copy of the UCC Financing Statement
Amendment is attached hereto as Exhibit "1-M."

30.  According to Court records, the Gunderson Action is closed. As of March 9,
2009, the outstanding balance due and owing under the Gunderson Promissory Note, as
amended, is $1,659,259.95.

31. Upon information and belief, on or about June 6, 2006, the Quon Firm executed a

Promissory Note wherein the Quon Firm borrowed the principal amount of $200,000.00 from
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Bank of Nevada (hereinafter the "Dorrell Square Promissory Note"). A true and correct copy of
the Dorrell Square Promissory Note is attached hereto as Exhibit "1-N."

32.  Upon information and belief, on June 12, 2007, in connection with the Dorrell
Square Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A527688, filed on September 6, 2006 in the Eighth Judicial District
Court, Clark County, Nevada for Plaintiff Dorrell Square Homeowners Association (the "Dorrell
Square Action"). A true and correct copy of the Dorrell Square Commercial Pledge Agreement
is attached hereto as Exhibit "1-0."

33.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Fourth
Amendment to Promissory Note wherein the maturity date on the Dorrell Square Action was
extended to July 11, 2008. On December 19, 2007, the Quon Firm executed a Sixth Amendment
to Promissory Note, pursuant to which the principal amount of the loan was increased to
$325,000.00. True and correct copies of the Amendments to the Dorrell Square Promissory Note
are attached hereto as Exhibit "1-P."

34.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Dorrell Square Action. A true and correct copy of the UCC
Financing Statement Amendment is attached hereto as Exhibit "1-Q."

35.  As of March 9, 2009, the outstanding balance due and owing under the Dorrell
Square Promissory Note, as amended, is $359,586.63.

36. Upon information and belief, on or about August 19, 2003, the Quon Firm
executed a Business Loan Agreement and Promissory Note, pursuant to which the Quon Firm
borrowed the principal amount of $250,000.00 from Bank of Nevada (hereinafter the "Line of
Credit Promissory Note"). A true and correct copy of the Line of Credit Promissory Note is
attached hereto as Exhibit "1-R."

37.  Upon information and belief, on August 19, 2003, in connection with the Line of

Credit Promissory Note, the Quon Firm executed a Commercial Security Agreement pursuant to
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which the Quon Firm granted Bank of Nevada a security interest in all inventory, chattel paper,
accounts, equipment and general intangibles. A true and correct copy of the Line of Credit
Commercial Security Agreement is attached hereto as Exhibit "1-8."

38.  Upon information and belief, on May 21, 2007, the Quon Firm executed a Fifth
Amendment to Promissory Note, wherein the maturity date on the loan was extended to July 11,
2008. True and correct copies of the Amendments to the Quon Firm Line of Credit Promissory
Note are attached hereto as Exhibit "1-T."

39.  Upon information and belief, on February 20, 2008 Bank of Nevada recorded a
UCC Financing Statement Amendment reflecting its security interest in all inventory, chattel
paper, accounts, equipment and general intangibles. A true and correct copy of the Line of
Credit UCC Financing Statement Amendment is attached hereto as Exhibit "1-U."

40.  As of March 9, 2009, the outstanding balance due and owing under thé Quon
Firm Line of Credit Promissory Note, as amended, is $239,033.93.

41.  Upon information and belief, on or about October 30, 2006, the Quon Firm
executed a Business Loan Agreement, documenting $7,500,000.00 in principal due to Bank of
Nevada, as well as a new Commercial Pledge Agreement, pursuant to which the Quon Firm
granted Bank of Nevada a further security interest in the chattel, equipment, accounts, records
and general 'intangibles of the Quon Firm. A true and correct copy of the October 30, 2006
Business Loan Agreement and Commercial Pledge Agreement are attached hereto as Exhibits “I-
V” and “I-W,” respectively.

42, Upon information and belief, on or about November 2, 2006, the Quon Firm
executed a Business Loan Agreement and Promissory Note wherein the Quon Firm borrowed the
principai amount of $600,000.00 from Bank of Nevada (hereinafter the "Chateau Nouveau
Promissory Note"). A true and correct copy of the Chateau Nouveau Promissory Note is
attached hereto as Exhibit "1-X."

43.  Upon information and belief, on November 2, 2006, in connection with the
Chateau Nouveau Promissory Note, the Quon Firm executed a Commercial Pledge Agreement

pursuant to which the Quon Firm granted Bank of Nevada a security interest in all income and
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proceeds from the outcome of case A532047, filed on November 27, 2006 in the Eighth Judicial
District Court, Clark County, Nevada for Plaintiff Chateau Nouveau Condominium Unit Owners'
Association, Inc. (the "Chateau Nouveau Action"). A true and correct copy of the Chateau
Nouveau Commercial Pledge Agreement is attached hereto as Exhibit "1-Y."

44.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Fourth
Amendment to Promissory Note, wherein the maturity date on the Chateau Nouveau Action was
extended to July 11, 2008. On December 19, 2007, the Quon Firm executed a Sixth Amendment
to Promissory Note, pursuant to which the principal amount of the loan was increased to
$1,050,000.00. True and correct copies of the Amendments to the Chateau Nouveau Promissory
Note are attached hereto as Exhibit "1-Z."

45.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Chateau Nouveau Action. A true and correct copy of the UCC
Financing Statement Amendment is attached hereto as Exhibit "1-AA."

46, As of March 9, 2009, the outstanding balance due and owing under the Chateau
Nouveau Promissory Note, as amended, is $1,054,749.24.

47.  Upon information and belief, on or about November 2, 2006, the Quon Firm
executed a Business Loan Agreement and Promissory Note wherein the Quon Firm borrowed the
principal amount of $500,000.00 from Bank of Nevada (hereinafter the "Court at Aliante
Promissory Note"). A true and correct copy of the Court at Aliante Promissory Note is attached
hereto as Exhibit "1-BB."

48.  Upon information and belief, on November 2, 2006, in connection with the Court
at Aliante Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant
to which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A527941, filed on September 5, 2006 in the Eighth Judicial District
Court, Clark County, Nevada for Plaintiff Aliante Homeowners Association (the "Aliante
Action"). A true and correct copy of the Court at Aliante Commercial Pledge Agreement is

attached hereto as Exhibit "1-CC."
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49.  Upon information and belief, on May 21, 2007, the Quon Firm executed a Second
Amendment to Promissory note, wherein the maturity date of the Court at Aliante Promissory
Note was extended to July 13, 2007. On December 19, 2007, the Quon Firm executed a Fourth
Amendment to Promissory Note, pursuant to which the principal amount of the loan was
increased to $1,000,000.00. True and correct copies of the Amendments to the Court at Aliante
Promissory Note are attached hereto as Exhibit "1-DD."

50. On January 28, 2009 SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Aliante Action. A true and correct copy of the Court at
Aliante UCC Financing Statement Amendment is attached hereto as Exhibit "1-EE."

51.  As of March 9, 2009, the outstanding balance due and owing under the Court at
Aliante Promissory Note, as amended, is $1,109,923.76.

52.  Upon information and belief, on or about November 2, 2006, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$300,000.00 from Bank of Nevada (hereinafter the "Sedona Promissory Note"). A true and
correct copy of the Sedona Promissory Note is attached hereto as Exhibit "1-FF."

53.  Upon information and belief, on November 2, 2006, in connection with the
Sedona Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A523113, filed on June 9, 2006 in the Eighth Judicial District Court,
Clark County, Nevada for Plaintiff Sedona Condominium Homeowners Association, Inc. (the
"Sedona Action"”). A true and correct copy of the Sedona Commercial Pledge Agreement is
attached hereto as Exhibit "1-GG."

54.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Second
Amendment to Promissory Note, wherein the maturity date on the Sedona Promissory Note was
extended to July 11, 2008. True and correct copies of the Amendments to the Sedona
Promissory Note are attached hereto as Exhibit "1-HH."
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55. On January 28, 2009 SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the Sedona Action. A true and correct copy of the Sedona UCC Financing
Statement is attached hereto as Exhibit "1-IL"

56.  As of March 9, 2009, the outstanding balance due and owing under the Sedona
Promissory Note, as amended, is $255,173.16.

57.  Upon information aiid belief, on of about November 2, 2006, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$150,000.00 from Bank of Nevada (hereinafter the "Pebble Beach Promissory Note"). A true
and correct copy of the Pebble Beach Promissory Note is attached hereto as Exhibit "1-JJ."

58.  Upon information and belief, on February 1, 2007, the Quon Firm executed a First
Amendment to Promissory Note, pursuant to which the principal amount of the loan was
increased to $305,000.00. On July 23, 2007, the Quon Firm executed a Third Amendment to
Promissory Note, wherein the maturity date on the Pebble Beach Promissory Note was extended
to July 11, 2008. True and correct copies of the Amendments to the Pebble Beach Promissory
Note are attached hereto as Exhibit "1-KK."

59.  As of March 9, 2009, the outstanding balance due and owing under the Pebble
Beach Promissory Note, as amended, is $329,853.57.

60. Upon information and belief, on or about March 14, 2007, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$300,000.00 from Bank of Nevada (hereinafter the "Horizon Hills Promissory Note"). A true
and correct copy of the Horizon Hills Promissory Note is attached hereto as Exhibit "1-LL."

61.  Upon information and belief, on March 14, 2007, in connection with the Horizon
Hills Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A538988, filed on April 6, 2007 in the Eighth Judicial District Court,

Clark County, Nevada for Plaintiff Horizon Hills Homeowners Association (the Horizon Hills
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Action"). A true and correct copy of the Horizon Hills Commercial Pledge Agreement is
attached hereto as Exhibit "1-MM."

62.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Third
Amendment to Promissory Note, wherein the maturity date on the Horizon Hills Promissory
Note was extended to July 11, 2008. A true and correct copy of the Third Amendment to the
Horizon Hills Promissory Note is attached hereto as Exhibit "1-NN."

63. On January 28, 2009 SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Horizon Hills Action. A true and correct copy of the Horizon
Hills UCC Financing Statement is attached here as Exhibit "1-00."

64.  As of March 9, 2009, the outstanding balance due and owing under the Horizon
Hills Promissory Note, as amended, is $259,187.78.

65.  Upon information and belief, on or about March 14, 2007, the Quon Firm
executed a Business Loan Agreement and Promissory Note wherein the Quon Firm borrowed the
principal amount of $600,000.00 from Bank of Nevada (hereinafter the "Chateau Versailles
Promissory Note"). A true and correct copy of the Chateau Versailles Promissory Note is
attached hereto as Exhibit "1-PP."

66.  Upon information and belief, on March 14, 2007, in connection with the Chateau
Versailles Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant
to which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case A536343, filed on February 16, 2007 in the Eighth Judicial District
Court, Clark County, Nevada for Plaintiff Chateau Versailles Condominium Unit Owners'
Association, Inc. (the "Chateau Versailles Action"). A true and correct copy of the Chateau
Versailles Commercial Pledge Agreement is attached hereto as Exhibit "1-QQ."

67.  Upon information and belief, on July 23, 2007, the Quon Firm executed a Second
Amendment to Promissory Note wherein the maturity date on the Chateau Versailles Promissory
note was extended to July 11, 2008. On December 19, 2007, the Quon Firm executed a Third

Amendment to Promissory Note, pursuant to which the principal amount of the loan was
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1 || increased to $800,000.00. True and correct copieé of the Amendments to the Chateau Versailles

2 || Promissory Note are attached hereto as Exhibit "1-RR."

3 68.  On January 28, 2009 SMS Financial recorded a UCC Financing Statement

4 | Amendment reflecting its assignment of Bank of Nevada's security interest in all income and

5 || proceeds from the outcome of the Chateau Versailles Action. A true and correct copy of the

6 | Chateau Versailles UCC Financing Statement Amendment is attached hereto as Exhibit "1-SS."

7 69.  As of March 9, 2009, the outstanding balance due and owing under the Chateau

8 || Versailles Promissory Note, as amended, is $781,632.47.

9 70. Upon information and belief, on or about August 27, 2007, the Quon Firm
10 || executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
11 || $500,000.00 from Bank of Nevada (hereinafter the "High Noon Arlington Promissory Note™).
12 {| The maturity date of the High Noon Arlington Promissory Note was July 11, 2008. A true and
13 || correct copy of the High Noon Arlington Promissory Note is attached here as Exhibit "1-TT."

14 71.  Upon information and belief, on August 27, 2007, in connection with the High
15 |} Noon Arlington Promissory Note, the Quon Firm executed a Commercial Pledge Agreement
16 | pursuant to which the Quon Firm granted Bank of Nevada a security interest in all income and
17 |} proceeds from the outcome of case A542616, filed on June 7, 2007 in the Eighth Judicial District
18 || Court, Clark County, Nevada for Plaintiff High Noon at Arlington Ranch Homeowners
19 || Association (the "High Noon Arlington Action"). A true and correct copy of the High Noon
20 || Arlington Commercial Pledge Agreement is attached hereto as Exhibit "1-UU."
21 72.  Upon information and belief, on December 19, 2007, the Quon Firm executed a
22 || First Amendment to Promissory Note, pursuant to which the principal amount of the loan was
23 || increased to $700,000.00. A true and correct copy of the First Amendment to the High Noon
24 | Arlington Action is attached hereto as Exhibit "1-VV."
25 73.  On January 28, 2009 SMS Financial recorded a UCC Financing Statement
26 | Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
27 || proceeds from the outcome of the High Noon Arlington Action. A true and correct copy of the
28
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High Noon Arlington UCC Financing Statement Amendment is attached hereto as Exhibit "1-
ww." '

74.  As of March 9, 2009, the outstanding balance due and owing under the High
Noon Arlington Promissory Note, as amended, is $744,734.92.

75.  Upon information and belief, on or about August 27, 2007, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$600,000.00 from Bank of Nevada (hereinafter the "Riverwalk Tower Promissory Note"). The
maturity date of the Riverwalk Tower Promissory Note was July 11, 2008. A true and correct
copy of the Riverwalk Tower Promissory Note is attached hereto as Exhibit "1-XX."

76. Upon information and belief, on August 27, 2007, in connection with the
Riverwalk Tower Promissory Note, the Quon Firm executed a Commercial Pledge Agreement
pursuant to which the Quon Firm granted Bank of Nevada a security interest in all income and
proceeds from the outcome of case CV07 01917, filed on August 23, 2007 in the Second Judicial
District Court, Washoe County, Nevada for Plaintiff Riverwalk Tower Unit Owners Association
(the "Riverwalk Tower Action"). A true and correct copy of the Riverwalk Tower Commercial
Pledge Agreement is attached hereto as Exhibit "1-YY."

77.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Riverwalk Tower Action. A true and correct copy of the
Riverwalk Tower UCC Financing Statement Amendment is attached hereto as Exhibit "1-ZZ."

78.  Asof March 9, 2009, the outstanding balance due and owing under the Riverwalk
Tower Promissory Note, as amended, is $413,697.50.

79.  Upon information and belief, on or about November 12, 2007, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$500,000.00 from Bank of Nevada (hereinafter the "Fleur de Lis Promissory Note"). The
maturity date of the Fleur de Lis Promissory Note was July 11, 2008. A true and correct copy of
the Fleur de Lis Promissory Note is attached hereto as Exhibit "1-AAA."
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80.  Upon information and belief, on November 12, 2007, in connection with the Fleur
de Lis Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
from the outcome of case CV07 02527, filed on November 5, 2007 in the Second Judicial
District Court, Washoe County, Nevada for Plaintiff Tanamera Resort Condominiums, LLC (the
"Fleur de Lis Action"). A true and correct copy of the Fleur de Lis Commercial Pledge
Agreement is attached hereto as Exhibit "1-BBB." ,

81.  On January 28, 2009 SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Fleur de Lis Action. A true and correct copy of the Fleur de
Lis UCC Financing Statement is attached hereto as Exhibit "1-CCC."

82.  As of March 9, 2009, the outstanding balance due and owing under the Fleur de
Lis Promissory Note, as amended, is $554,290,52.

83.  Upon information and belief, on or about March 11, 2008, the Quon Firm
executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
$400,000.00 from Bank of Nevada (hereinafter the "Waterstreet Promissory Note"). The
maturity date of the Waterstreet Promissory Note was July 11, 2008. A true and correct copy of
the Waterstreet Promissory Note is attached hereto as Exhibit "1-DDD."

84. Upon information and belief, on March 11, 2008, in connection with the
Waterstreet Promissory Note, the Quon Firm executed a Commercial Pledge Agreement
pursuant to which the Quon Firm granted Bank of Nevada a security interest in all income and
proceeds from the outcome of case CI 08 CI1486, filed on February 25, 2008 in the Ninth
Judicial Circuit, Oscelo County, Florida for Plaintiff Waterstreet at Celebration Condominium
Association, Inc. (the "Waterstreet Action"). A true and correct copy of the Waterstreet
Commercial Pledge Agreement is attached hereto as Exhibit "1-EEE."

85.  On January 28, 2009, SMS Financial recorded a UCC Financing Statement

Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
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1 || proceeds from the outcome the Waterstreet Action. A true and correct copy of the Waterstreet
2 | UCC Financin{g Statement is attached hereto as Exhibit "1-FFF."
3 86. As of March 9, 2009, the outstanding balance due and owing under the
4 | Waterstreet Promissory Note, as amended, is $292,316,47.
5 87.  Upon information and belief, on or about March 26, 2008, the Quon Firm
6 || executed a Promissory Note wherein the Quon Firm borrowed the principal amount of
7 | $500,000.00 from Bank of Nevada (hereinafter the "Merrick Preserve Promissory Note"). The
8 || maturity date of the Merrick Preserve Promissory Note was July 11, 2008. A true and correct
9 || copy of the Merrick Preserve Promissory Note is attached hereto as Exhibit "1-GGG." |
10 88.  Upon information and belief, on March 26, 2008, in connection with the Merrick
11 || Preserve Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to
12 | which the Quon Firm granted Bank of Nevada a security interest in all income and proceeds
13 || from the outcome of case CACE08011218, filed on March 14, 2008 in the Circuit Court of the
14 || Seventeenth Judicial Circuit, Broward County, Florida for Plaintiff Merrick Preserve
15 || Condominium Association, Inc. (the Merrick Preserve Action"). A true and correct copy of the
16 || Merrick Preserve Commercial Pledge Agreement is attached hereto as Exhibit "1-HHH."
17 89.  On January 28, 2009 SMS Financial recorded a UCC Financing Statement
18 || Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
19 || proceeds from the outcome of the Merrick Preserve Action. A true and correct copy of the
20 || Merrick Preserve UCC Financing Statement Amendment is attached hereto as Exhibit "1-IIL"
21 90.  As of March 9, 2009, the outstanding balance due and owing under the Merrick
22 || Preserve Promissory Note, as amended, is $87,405.19.
23 91.  Upon information and belief, on or about May 5, 2008, the Quon Firm executed a
24 || Promissory Note wherein the Quon Firm borrowed the principal amount of $500,000.00 from
25 || Bank of Nevada (hercinafter the "Hamptons Promissory Note"). The maturity date on the
26 | Hamptons Promissory Note was July 11, 2008. A true and correct copy of the Hamptons
27 || Promissory Note is attached hereto as Exhibit "1-JJJ."
28
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92.  Upon information and belief, on May 5, 2008, in connection with the Hamptons
Promissory Note, the Quon Firm executed a Commercial Pledge Agreement pursuant to which
the Quon Firm granted Bank of Nevada a security interest in all income and proceeds from the
outcome of case 48-2008-CA-008235-0, filed on April 11, 2008 in the Ninth Judicial Circuit,
Orange County, Florida for Plaintiff Hamptons at Metrowest Condominium Association, Inc.
(the "Hamptons Action"). A true and correct copy of the Hamptons Commercial Pledge
Agreement is attached hereto as Exhibit "1-KKK."

93.  On January 28, 2009 SMS Financial recorded a UCC Financing Statement
Amendment reflecting its assignment of Bank of Nevada's security interest in all income and
proceeds from the outcome of the Hamptons Action. A true and correct copy of the Hamptons
UCC Financing Statement Amendment is attached hereto as Exhibit "1-LLL."

94.  Asof March 9, 2009, the outstanding balance due and owing under the Hamptons
Promissory Note, as amended, is $330,159.65.

95.  Upon information and belief, on or about August 20, 2003, Quon executed an
unlimited Commercial Guaranty wherein she unconditionally promised to pay any and all
obligations of Quon Professional Corporation then existing or thereafter incurred with Bank of
Nevada. A true and correct copy of the Quon Commercial Guaranty is attached hereto as Exhibit
"1-MMM." '

96.  Upon information and belief, on or about July 25, 2007, JQ Printing executed an
unlimited Commercial Guaranty wherein it unconditionally promised to pay any and all
obligations of Quon Professional Corporation then existing or thereafter incurred with Bank of
Nevada. A true and correct copy of the JQ Printing Commercial Guaranty is attached hereto as
Exhibit "1-NNN."

97.  Upon information and belief, on or about July 25, 2007, SL Public executed an
unlimited Commercial Guaranty wherein it unconditionally promised to pay any and all
obligations of Quon Professional Corporation then existing or thereafter incurred with Bank of
Nevada. A true and correct copy of the SL Public Commercial Guaranty is attached hereto as
Exhibit "1-000."
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98.  Upon information and belief, on or about July 25, 2007, Quon Investments
executed an unlimited Commercial Guaranty wherein it unconditionally promised to pay any and
all obligations of Quon Professional Corporation then existing or thereafter incurred with Bank
of Nevada. A true and correct copy of the Quon Investments Commercial Guaranty is attached
hereto as Exhibit "1-PPP."

99.  Upon information and belief, on or about August 20, 2003, Quontum Marketing
executed an unlimited Commercial Guaranty wherein it unconditionally promised to pay any and
all obligations of Quon Professional Corporation then existing or thereafter incurred with Bank
of Nevada. A true and correct copy of the Quontum Marketing Commercial Guaranty is attached
hereto as Exhibit "1-QQQ."

100.  Upon information and belief, the Quon Firm has transferred most of the above-
referenced actions to other law firms for prosecution. SMS Financial was not notified of any
transfers and/or the identification of new counsel. To date, SMS Financial has received no
proceeds upon transfer, or received any communications from new counsel indicating any intent
to pay sums due and owing under the above-referenced promissory notes.

101.  As set forth above, the Park Avenue Action and the Amber Ridge Action have
settled and funded, however SMS Financial was not paid the amount due and owing under the
Park Avenue Promissory Note as amended, or the Amber Ridge Promissory Note, as amended.
Further, the Quon Firm never even notified SMS Financial that the Amber Ridge Action settled.

102.  As set forth above, all of the loans with the Quon Firm have matured. Despite
maturity, Defendants have failed to repay funds as they promised under the various Promissory
Notes and Guaranties. Upon information and belief, Defendants are in default of their payment
obligations under the above-referenced Promissory Notes, as amended, and Guaranties.

103.  As of March 9, 2009, SMS Financial was owed $12,017,579.08. Interest and late
fees continue to accrue on this amount. In addition, SMS Financial has incurred and will likely

to continue to incur attorneys’ fees and costs in order to pursue its collection remedies.
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CLAIMS FOR RELIEF

FIRST CLAIM FOR RELIEF
(Breach of Contract Against the Quon Firm)

104, SMS Financial incorporates by reference, Paragraphs 1 through 103 of this
Verified Complaint as though fully set forth herein.

105. Bank of Nevada and the Quon Firm entered into valid and enforceable contracts
under Nevada law.

106. Pursuant to the terms of the Promissory Notes, the Quon Firm agreed to pay back
the full loan amount under each Promissory Note, plus interest.

107. Bank of Nevada performed its obligations due under the Promissory Notes by
loaning the funds as agreed.

108. SMS Financial properly acquired from the FDIC all the right, title and interest in
the Promissory Notes. |

109. The Quon Firm's failure to adhere to the express terms of the Promissory Notes
constitutes a material breach of the Promissory Notes. As a result of the Quon Firm's breach, the
Quon Firm is liable for the total outstanding balance due under the Promissory Notes, as
amended, which is $12,017,579.08, as of March 9, 2009.

110. The amount due from Quon Firm's breach is an amount in excess of $10,000.00.
As interest, fees and costs continue to accrue, a specific amount will be proven at the time of
trial,

111. It has become necessary for SMS Financial to retain the services of an attorney to
prosecute this action, and according to the terms of the Promissory Notes, SMS Financial is

entitled to recover its attorneys' fees, together with costs of suit incurred therein.
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SECOND CLAIM FOR RELIEF
(Breach of Contract Against Quon, JQ Printing, SL. Public,
Quon Investments and Quontum Marketing)

112. SMS Financial incorporates by reference, Paragraphs 1 through 111 of this
Verified Complaint as though fully set forth herein.

113. Bank of Nevada and Quon, JQ Printing, SL Public, Quon Investments and
Quontum Marketing entered into valid and enforceable contracts under Nevada law.

114. Pursuant to the terms of the Guaranties, Quon, JQ Printing, SL Public, Quon
Investments and Quontum Marketing agreed to pay all the obligations of the Quon Firm due
under the Promissory Notes.

115.  SMS Financial properly acquired from the FDIC all the right, title and interest in
the Guaranties.

116. Quon, JQ Printing, SL Public, Quon Investments and Quontum Marketing's
failure to adhere to the express terms of the Guaranties constitutes a material breach of the
Guaranties. As a result of this breach, Quon, JQ Printing, SL Public, Quon Investments and
Quontum Marketing are liable for the total outstanding balance under the Promissory Notes,
which is $12,017,579.08 as of March 9, 2009.

117. The amount due from the guarantor Defendants is in excess of $10,000.00. As
interest, fees and costs continue to accrue, a specific amount will be proven at the time of trial.

118. It has become necessary for SMS Financial to retain the services of an attorney to
prosecute this action, and according to the terms of the Commercial Guarantees, SMS Financial
is entitled to recover its attorneys' fees, together with costs of suit incurred therein.

THIRD CLAIM FOR RELIEF
(Claim and Delivery Against All Defendants)

119. SMS Financial incorporates by reference, Paragraphs 1 through 118 of this
Verified Complaint as though fully set forth herein.

120. SMS Financial has a security interest in the income and proceeds from the above-

described Actions, including the Park Avenue Action and the Amber Ridge Action.
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Gordon Silver

Ninth Floor
3960 Howard Hughes Pkwy
Las Vegas, Nevada 89168
(702) 796-5555

121.  Upon information and belief, the Park Avenue Action and the Amber Ridge
Action have settled and funded.

122. Defendants are currently in default under the Park Avenue Promissory Note and
Amber Ridge Promissory Note. As a secured party, SMS Financial is entitled to immediate
possession of all proceeds from the Park Avenue Action and the Amber Ridge Action, but
Defendants have failed and refused to surrender the proceeds. Claim and delivery is appropriate.

123. It has become necessary for SMS Financial to retain the services of an attorney to
prosecute this action, and according to the terms of the Promissory Notes, SMS Financial is
entitled to recover its attorneys' fees, together with costs of suit incurred therein.

FOURTH CLAIM FOR RELIEF
(Appointment of Receiver Pursuant to N.R.S. §32.010)

124. SMS Financial incorporates' by reference, Paragraphs 1 through 123 of this
Verified Complaint as though fully set forth herein.

125.  Between August 19, 2003 and May 5, 2008, the Quon Firm entered into various
Promissory Notes with Bank of Nevada.

126. Many of the principal amounts under the Promissory Notes were increased
pursuant to several amendments, and as of March 9, 2009, Defendants owe $12,017,579.08.

127. To secure the Promissory Notes, the Quon Firm executed either a Commercial
Pledge Agreement or other Commercial Security Agreement.

128. On January 12, 2009, SMS Financial acquired from the FDIC all right, title and
interest in the Promissory Notes originally entered into between the Quon Firm and Bank of
Nevada, as well as the security agreements securing these Promissory Notes.

129. The Quon Firm defaulted under the Promissory Notes by failing to pay the
principal plus interest on the date of maturity. All of the Promissory Notes have matured.

130. The Quon Firm has received settlement proceeds without remuneration to SMS
Financial, and there has been a transfer of Actions without notification or payment to SMS

Financial.
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3960 Howard Hughes Pkwy
Las Vegas, Nevada 89169
{702) 796-5555

131.  As a creditor with a security interest in the Quon Firm's accounts receivables,
SMS Financial is entitled to a receivership because there is a danger that the funds paid on theses
accounts receivables will be lost or removed.

132.  SMS Financial has an express right for the appointment of a receiver, as well as a
right under Nevada law, at NRS 32.010.

133. It has become necessary for SMS Financial to retain the services of an attorney to
prosecute this action, and according to the terms of the Promissory Notes, SMS Financial is
entitled to recover its attorneys' fees, together with costs of suit incurred therein.

WHEREFORE, Plaintiff, SMS Financial, prays for relief as follows

L. Judgment in favor of Plaintiff and against Defendants in an amount in excess of
$10,000.00;

2. For immediate possession of collateral;

3. For an order appointing a receiver over the Quon Firm under the terms and

conditions set forth in the proposed Order Appointing Receiver filed contemporaneously
herewith and fully incorporated herein by this reference;
4, For an award of reasonable attorneys' fees and costs pursuant to the Promissory

Notes and Commercial Guarantees;

5. For such other and further relief as the Court deems just and proper.
Dated this [ Q'Q ’&%5 of April, 2009.

GORDON SILVER

ERIKA PIKE TURNER

Nevada Bar No. 6454

KAREN L. HANKS

Nevada Bar No. 9578

3960 Howard Hughes Pkwy., 9th Floor
Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for Plaintiff

22 of 23
100617-001/690797_2.doc




(Page 23 of 426)

‘ I

|

! VERIFICATION ’
2 JONATHAN D. HOFFER. under penalty of perjury states that he is the Manager of SMS ‘
Management, LLC, the Manager of SMS Financial, .L.C in the above-cntitled matter: that he has '

read the foregoing Complaint and knows the contents thereof; that the same is tmé of his own ;

knowledge, except those matters staled on information and belief, and as to those matters, he

h [
DATED this /6 dayof_ AP%! 2000,

3
4
5
6 || believes them to be true.
7
8
9

JONATHAN P. HOFFER, Manager of
10 SMS Management, LLC, Manager of

Financial, LLC

Gordon Siver
o 23 of 23
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Las Vegas, Nevaoa 89169
(702) 790-5355
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Gordan Silver
Attomeys At Law
Ninth Floor
3960 Howard Hughes Pkwy
Las Vegas, Nevada 89169
(702) 796-5555

Electronically Filed
04/20/2009 04:15:18 PM

NOTC .
GORDON SILVER &_,( 4&/
ERIKA PIKE TURNER

Nevada Bar No. 6454 : CLERK OF THE COURT
KAREN L. HANKS

Nevada Bar No. 9578

KERRI A. SPARKS

Nevada Bar No. 11282

3960 Howard Hughes Pkwy., 9th Floor

Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for SMS Financial, LLC

DISTRICT COURT
CLARK COUNTY, NEVADA
HIGH NOON AT ARLINGTON RANCH CASENO. A542616
HOMEOWNERS ASSOCIATION, a Nevada DEPT.NO. XXII
non-profit corporation, for itself and for all others|
similarly situated, NOTICE OF SECURITY INTEREST AND

REQUEST FOR SPECIAL NOTICE
Plaintiff,

V8.

D.R. HORTON, INC., a Delaware Corporation,
etal.,

Defendants.

Pursuant to the Commercial Pledge Agreement, executed by the Quon Firm on August
27, 2007, wherein the Quon Firm granted Bank of Nevada a security interest in all income and
proceeds from the outcome of the above-captioned matter, and the UCC Financing Statement
Amendment filed with the Nevada Secretary of State, reflecting SMS Financial, LLC's
assignment of Bank of Nevada's security interest, SMS Financial, LLC ("SMS Financial")
hereby gives notice of its security interest in any income and proceeds in the above-captioned
action. True and correct copies of the Commercial Pledge Agreement and the UCC Financing
Statement Amendment are attached hereto as Exhibits "1" and "2" respectively.

SMS Financial further requests special notice of all hearings, actions, contested matters,
and adversary proceedings in this case, together with copies of all notices, pleadings, motions,
responses, and other related materials that are issued or filed in connection with these
proceedings. All notices and copies in response to the foregoing should be sent to the following:
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Gordon Silver
Attomeys At Law
Ninth Floor
3960 Howard Hughes Pkwy
Las Vegas, Nevada 89169
(702) 796-5555

|

Erika Pike Turner, Esq.

Kerri A. Sparks, Esq.

GORDON SILVER

3960 Howard Hughes Parkway, Ninth Floor
Las Vegas, Nevada, 89169

Dated this ZO 'ay of April 2009.

100617-001/691173.doc

GORDON SILVER -

Nevada Bar No. 6454

KAREN L. HANKS

Nevada Bar No. 9578

KERRI A. SPARKS

Nevada Bar No. 11282

3960 Howard Hughes Pkwy., 9th Floor
Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for SMS Financial, LLC
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Gordon Sitver
Attomeys At Law
Ninth Floor
3960 Howard Hughes Pkwy
Las Vegas, Nevada 89189
(?702) 796-5555

CERTIFICATE OF MAILING
The undersigned, an employee of Gordon Silver, hereby certifies that on the&th. day
of April 2009, she served a copy of the NOTICE OF SECURITY INTEREST AND
REQUEST FOR SPECIAL NOTICE, by placing said copy in an envelope, postage fully
prepaid, in the U.S. Mail at Las Vegas, Nevada, said envelope addressed to:

Matthew L. Grode, Esq. Joel D. Odou, Esq.
3993 Howard Hughes Pkwy., #530 7670 W. Lake Mead Bivd., #250
Las Vegas, NV 89169 Las Vegas, NV 89128

Attorney for High Noon at Arlington Ranch Attorney for DR Horton, Inc.
Homeowners Association

KW,

An efployee of Gordon Silvi
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" MMERCIAL PLEDGE AGREEME ™
Loan No: 1301197066 (Continued) Page 2

Su%tggg?%%gag.asg&ﬂ%sﬁaig.8..382.!
Grantor or the Collateral,
All Caliateral Secures indebledness. Al Collateral shall be securlly for ths Indebledness, whother the Collateral is located at one or more
offices or branches of Lander. This wik be the case whether or not the office or branch where Grantor obtained Grantor's loan knows about the
Cofiateral or relies upon the Collateral as security.
Collection of Collsteral. Lender at Lender’s oplion may, but need not, collect the Income and Proceeds directly from the Qbligors.  Grantor
authorizes and directs the Obligors, if Lender decides to coliact the Income and Proceeds, to pay and deliver to Lender all Income and Proceeds
from the Collateral and to accept Lender's receipt for the payments.
Power of Attorney. Grantor irevocably appoints Lender as Grantor's atiomey-in-fact, with full power of substitution, (a) to demand, collect,
.,8..3.Booiaq.g!&g!o-gguvgigsaig%gggggeg

e, owing or payable from the Obligors in accordance with the terms of the Collateral; (b) to exacute, sign and endorse any and all instruments,
%ggiggsg.&?g @3..5983%!«2&:.«53!:—6:&25.
Collateral, and in the place and stead of Granior, execute and deliver Grantor’s release and acquittance for Grantor; (d) o aonia!aoqg
285558&.2?&32%35538&:3%ﬂsgggﬂsfgoag.ﬂgsgs
discretion of Lender may seem to ba necessary or advisable; and (s) to execute in Grantor's name and to deliver to the Obligora on Grantor's
behall, at the time and in the manner specified by the Collateral, any necessary instruments or documents.
v&.&gsg;ggg Grantor will defiver to _.Ia..,-iea all of the documents evidencing or constituting
the Collateral. 5!3!_8&? w provides more than one method of perfection of Lender’'s security interest, Lender may choose soa.%.o&u

to be used. Lender's request, Grantor wilt and dallver Lender's Interest. ntos hereby
s G i o B s S ) Qo 10t P, e, b o
the security interest granted in ggﬂsg.gagnglﬁig

r!:. dozuozou:o&:ozu OF LENDER. g&&ﬁo%%ﬂi!n&%ﬁ!’%!&oﬁgago&wgs
fon, but shall have no other obligation to prolect the Collateral or fis value. In particular, but without imiation, Lender shall have no
.88-.;.2 )] ggsgagggﬂiggﬁgaégigggg (8)
progecvation of 3...-85!?33 Eooogﬁoi_i.! persons, (C) asceriaining any maturities, calls, conversions, exchanges, offers,
tenders, or g:ﬁ.’i&.ﬁ any of the Collataral, or (D) informing Grantor about any of the above, whather or not Lender has or ls deemed o
=s<o§oi&no oco_.aszoa. Except as provided above, Lender shall have no liabiity for depreciation or deterforation of the Collaterat.

y ofa
any part o.-a.o...ouaeoé -3.Bcg!sfscgasn;..ésoﬂgs*oﬁgsagga&g-&g

9&32;; gagﬂgggsggg
Bvﬂa!gﬂlioe.-_.a_&ﬁn by any creditor of Granior or by any agency against any collateral securing the Indabledness.
This includes a n@%@!ﬁ.&g , Including accounts, with Lendes, However, this Event of Default shall not apply
therels a faith dispute by as o the validity or of the claim which is tha basis of the creditor or forfelture proceeding
ang%gégzggeggigigg2-§§§§§§
or forfelture proceeding, in an amount determined by Lender, in is sole discration, as being an adequale reserve or bond for the dispule.

Evants Affecting Guarantor. Any of ggigggtégﬁéaggﬁg.ﬂafe
becomes incompetent or revokes or disputes the validity of, or Rabilty undsr, any Guaranty of the Indebledness.
)uc!.-o > terial adverse in Granfor's financial or Lender believes the

Change, A ma! change occurs condition, or prospect of payment or parformance

9.3133-.8-. 5«935.%gugsiiriangiaggugasiag
provision of e&gtg?!go;:sg may be cur &aﬁgggéggg
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demanding cure ol such default: (1) mmm_mm(mdaw:or @) Tihe owre rec :___resmmmnus)days..i.,,_;_ i
tops ‘which Lender deems i Lendér's. scle disCretion io-be sutficlent to cure the ‘--’Wmmmwmw

mmabbaﬂmwaﬁpsmmmprm complianc as«qomasmaonablypmcﬂw

RIGHTS AND REMEDIESON DEFAULT. I an Event of Defdull occurs unider this Agresmant, at any time-thetealter, Lénder may exercise any one o

more-of the: lollowing rights and ramedias: '

_Accelorats lndebtednoss, - Doclara all indsbiednass,
‘and payable, without notice of sny kind to Graritor.

Acamamcoxmcoum dmm&«nmawmmwmmmﬁm appﬂeabbhw.mhhm&mam
wmemlwmesuhgmmm%m b?

Sell the Colinteral, satmawmmwmramm asaunlterhpmels atmormorcpmicofprmm Unlegs:the Collateral
,g“ge;gmwmwm“ iy n vl or s of 4 ypa cusmarty sl n 8 ecognied marel, Londer shal ghveof mab o Ganlr

Tacluding any prepayment penalty which.Grantor would ba- required 1o pay, immedialely due

. 'ﬁhrissaﬁﬂiadllsndarmulbmﬁcebyordinmy ‘address : Tastaddress.Grantor has given L
sale:ls held, ther shoil be sulficient compl wlthail ",mlso!noﬁéotomepwbyaahgle ubiication: in any. fiew sneral
‘cinculliior i the salnty where. ﬁle Collateral isifocated, astling Torth thie tine.and place of adle and &’ brief descdpiion of the' nmyerly to;ba-sdd.

__defhedinmeHubsdmmﬁeundachangacmmsssbn(awhnﬂegu&%_borﬁﬂetﬂ)m%mluofsﬂemrﬁadmmu

.neiﬁ\ersg:ngrm e mmg’;ruo? a to?sat:rynw ow wi:\:gmhgwex.;\,mtewm selldt&:p%se Gsm'?lrﬁesof u?:l '
, HOF Y Me ran , Or any person § en or of any s

- Issuer without obtaining Lender’s prior weitien consent,

Foreciosure, Maintaina: Mic!alsuumfmbeummmd‘méwm

Teansfer Title. Effect transfer of tia upbn sale of alf or pastof the Collaleral. For Uils purpose, Grantor irevotably appoints Lender as Grantar’s

attorney-in-fact to exacute endorsements, assignmens and instruments in the name.of Grantor:and each of them (if more than one) as stiall be

.necessary or reasonable;

Otier Rigtits and Remetiiss. Havaandexercisaworaﬂotmeﬂghtsmdmmsdasecmcmmdumepmhmmmmm

Cominercial Code, at law, In eqully, or olherwiss,

lml‘m Applyanycashw!ﬁehbpaﬂdﬂwcoﬂam orwhbhhmmeMoruholmth A

mwmmmdwm.mmmmmemamaw fees
mmmmwwmmmmwmmmmm

dmwwmmapaymn 6 "s%mWMMymmmaupwwamwammmmm
Granlormayapmar Gmm-gm:w‘mmntmmbyw mpwmymmmyuﬁ«mmmndmmamcamwm

'Ehcum ofmmodlu. Except a5 my’bbmbywm law.altol ‘phiddel’s fights ant remeisies, whethar evidencad ‘b this

-Agreemant, the Related Documents, or-by -any other wiiting, shall-ba cumulative and maybeamisadsmulanyormmenﬂy. Eacﬁmby

,wﬁerbpmemymudysnaﬂnotmmwwmymermmﬂy -andd.an-election 1o niake sxpanditures or 1o take action 1)

mﬁm&dﬁm«mﬂevmbﬁ«yw after ran!or’sfait«aﬁopeﬂnnn Mnﬂaﬁwﬁ%ﬂfsr@htbd&bmaddfammcxemm

MISCELLANEOUS PROVISIONS, Thatcmhgm" Gollanicous provisions are @ part of this-Agreament:

Amgndinents.. Thismemenmogemarvdman Ralals Dmmb.omsmnmomﬁmumman usd;greemmtofmepamesasbm

matters:set forihi i this Agresment. Noamatb'y - mw;mmdmﬁvemm phven T willing ‘and signed by the.

mmmmmumw«mwmanmmmmmm

Attomeys' Feos; Expenses: Grantor agiees i  demared all of Lender's costs and expenses, inciuding Lenders attomeys' feae and

‘Waleoﬂmu.'mmmw Aee o erit of this Agredment. Larider ymawpwsomwobg;'hep«ﬂm_,
bWMGWMmyhm&de'smm&xmum.W mmmwmm

.mwmwm:&mbawmwwwp;w_g s for | #

‘miadity. atomatic stay of injunction), appeals, and any anticipated -Judgment o

=Mmdswhn&aﬂh«mmywww

‘Captian Heatlngs. WWhMWmMWWwWMMbMMmemm

- provigions of this
‘Governing Law. This Agreemant will be Mmlhwupﬂmbhwmww to the extent net

by preempted by federal law,
_;mohmomcsmofmwmmmmmmdw provisions. W‘Amdmhubmmtlﬂ byundirlnttu
Choloe'of Venue, If thera 8 & ﬁammmw«awmwmmmdmmmmoo\mty.smw
nexbodaemed have:waived any mmmm!mmswhwaw«kgivmh !

W&. (lnmllﬂm’”
or I axirek iont shall operate as @ waiver of such right oc uny offier right. ‘A
, ﬂmm-«wmuﬁnvmom.m mommmmmwm
his 4 oh%u Lender, nor any course-of dsaling between Lendar:
"orolmyo’lemnm tions. 8 0. any future transactions.  Whenever the
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STATE OF NEVADA

ROSS MILLER SCOTT W. ANDERSON
Secretary of State Deputy Secretary
Jor Commercial Recordings
oﬁFl OF 'mE
SECRETARY OF STATE
Filing Acknowledgement
January 28, 2009
Job Number Initial Filing Number
U20090128-0137 2006018858-1
Filing Description Document Filing Number  Date/Time of Filing
Assignment 2009002403-6 01-28-2009 02:58 PM
Debtors Secured Parties
NANCY QUON, A PROFESSIONAL
COPRPRATION; ANEVADA FIRST NATIONAL BANK OF NEVADA
CORPORATION 4950 W FLAMINGO RD

2330 PASEO DEL PRADO SUITE C-101  LAS VEGAS NV 89103
LAS VEGAS NV 89102 USA

SMS FINANCIAL LLC
2645 NORTH 7TH AVENUE
PHOENIX AZ 85007 USA

The attached document(s) were filed with the Nevada Secretary of State, Uniform
Commercial Code Division. The filing date and time have been affixed to each
document, indicating the date and time of filing. A filing number is also affixed and can
be used to reference this document in the future.

Nevada Secretary of State
Electronic Filing
Filing Officer

UCC DIVISION:

Tracy Gillespie, Supervisor
200 N. Carson Street
Carson City, Nevada 89701-4069
Telephone (775) 684-5708
Fax (775) 684-5630



UCC FINANCING STATEMENT AMENDMENT
t and CARE Y

FOLLOW INSTRUCTIONS FULL
A.NAME & PHONE OF CONTACT AT FILER [optional
NANCY FREDRICKSON 602.944-0624
B. SEND ACKNOWLEDGMENT TO: (Name and Address) Filed in the office of | Document Number
1 ——— & 20090024036
[—NANCY FREDRICKSON el Filing Date and Time
SMS FINANGIAL Ross Miller 01/28/2009 2:58 PM
2645 N. 7TH AVENUE Secretary of State
PHOENIX, AZ 85007 State of Nevada
]
| THE ABOVE SPACE (S POR FILING OFFICE USE ONLY
1a. INTTIAL FINANCING STATEMENT FILE # 1b. Thl:'FIMNANCING ATE! n::).me NT I
10 ba fi recond) {or reco! in
2006018658-1 REAL ssrg:s Racc]agoa
2.] JTERMINATION: Eftactivaness of the Finanoing Statamant identified above is terminated with respect to securtty interesi(s) of the Saoured Party suthorizing this Temination Statement.
3.] ICONTINUATION: Effeots of the Finanaing Statement iden¥fied sbove with respect fo security interest(s) of the Secured Party authorizing this Continuation Statement is

continued for the addiions! period provided by applicable law.

4 ASSIGNMENT (full or partial): Give name of assignee In ilsm 7a ot 7b.snd sddress of asaignee in em 7¢; and siso give name of assignot in them 8.

. AMENDMENT (PARTY INFORMATION): This Amendmentafiacts | Deblor of Ds«um Patty of record. Check only oig of these two boies.

Also check ong of the following three boves and provide appropriate information In iterms 6 andior 7.
CHANGE Ph o chabai . d ] ADDname: Completaism /s

i il '8 o compieta s 7a
6. CURRENT RECORD INFORMATION:
6a. ORGANIZATION'S NAME !

OR (65, INDIVIDUAL'S LAST NANE FIRST NAME Tﬁﬁt.ﬁme SUFFIX ;

7. CHANGED (NEW) OR ADDED INFORMATION:
73. CRGANIZATION'S NAME

SMS FINANCIAL LLC
bl INDIVIOUAL'S LAST NAME [FRSTNAME MIDDLE NAME SUFFX
7o, MAILING ADDRESS oY BTATE |POBTAL OOOE COUNTRY
2645 NORTH 7TH AVENUE PHOENIX AZ 85007 USA
7d. SEEINSTRUCTIONS ADGLINFORE [7e. TYPEOF ORGANZATION 76 JURISDICTIONOF ORGANIZAT ION 79, ORGANIZATIONAL [D#, F any
ORGANIZATION
DESTOR | PHOENIX 86-0739007 [MIvone
8. AMENDMENT (COLLATERAL CHANGE): cheok only ong box.
Describe collateral Ddehhd or Daddod, or give enomE isted collateral desoription, or deserib 1 Dushmd‘
9. NAME oF SECURED PARTY oF RECORD AUTHORIZING THIS AMENDMENT (name of sssignor, if this is an Assignment). if this is an A fthorized by a Dablor which
adds i or sdds the g Detior, o ifthis I8 8 Terminetion suthorized by 8 Dw,ammﬂammmdeORaMmmmm

Os. ORGANZATION S NAME
FIRST NATIONAL BANK OF NEVADA

8b. INDIVIDUAL'S LAST NAME FIRST NAME MIDDLE NAME SUFFIX

OR

A
10.OPTIONAL FILER REFERENCE DATA
1301197052 #6004

FILING OFFICE GOPY — UCC FINANCING STATEMENT AMENDMENT (FORM UCC3) (REV. 05/22/02)



Gordon Silver
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Attorneys At Law

Ninth Floor

3960 Howard Hughes Pkwy
Las Vegas, Nevada 89168

(702) 796-5555

Electronically Filed
04/23/2009 05:29.44 PM

CERT

GORDON SILVER 4
ERIKA PIKE TURNER

Nevada Bar No. 6454 CLERK OF THE COURT

KAREN L. HANKS

Nevada Bar No. 9578

KERRI A. SPARKS

Nevada Bar No. 11282

3960 Howard Hughes Pkwy., 9th Floor
Las Vegas, Nevada 89169

(702) 796-5555

Attorneys for SMS Financial, LLC

DISTRICT COURT
CLARK COUNTY, NEVADA

HIGH NOON AT ARLINGTON RANCH CASENO. A542616
HOMEOWNERS ASSOCIATION, a Nevada DEPT.NO. XXII
non-profit corporation, for itself and for all others
similarly situated, AMENDED CERTIFICATE OF MAILING
FOR NOTICE OF SECURITY INTEREST
Plaintiff, AND REQUEST FOR SPECIAL NOTICE

VS.

D.El. HORTON, INC., a Delaware Corporation,
etal.,

Defendants.

The undersigned, an employee of Gordon Silver, hereby certifies that on the 21" day of
April 2009, she served a copy of the NOTICE OF SECURITY INTEREST AND REQUEST
FOR SPECIAL NOTICE in the above captioned matter, by placing said copy in an envelope,
postage fully prepaid, in the U.S. Mail at Las Vegas, Nevada, said envelope addressed to:
Matthew L. Grode, Esq. Joel D. Odou, Esq.
3993 Howard Hughes Pkwy., #530 7670 W. Lake M,
Las Vegas, NV 89169 Las Vegas, NV,

Attorney for High Noon at Arlington Ranch Attorney for
Homeowners Association

WWn Silver

1of1
100617-001/693299




