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IN THE NINTH JUDICIAL COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF DOUGLAS 4

PEGGY CAIN, an individual; JEFFREY ;
CAIN, an individual; and HELI OPS .
TNTERNATIONAL, LLC., an Oregon :
limited liability company, -

Plaintiffs, :

)

)

)

)

)

)

)

V. ) Case No. 11-Cv-0296

, )

DR RAWSON, an individual; C4 )

WORLDWIDE, INC., a Nevada )

corporation; RICHARD PRICE, an )

individual; JOE BAKER, an )

individual; MICKEY SHACKELFORD, an )

individual; MICHAEL K. KAVANAGH, )

an individual; JEFFREY EDWARDS, an )

individual; and DOES 1 through 10, )

inclusive, )
)
)

Defendants.

DEPOSITION OF KERRY RUCKER

Taken on behalf of Defendants

May 13, 2015 -

BE IT REMEMBERED THAT, pursuant to notice,

the deposition of KERRY RUCKER was taken before KERI M.
NIETH, a Certified Shorthand Reporter for Oregon, on

Wednesday, May 15th, 2015, commencing at the hour

of 10:30 AM, at Kruse»Woods Corporate Park, 4800 SW

Meadows Road, Suite 300, Lake Oswego, Oregon.
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APPEARANCES:

MATUSKA LAW OFFICES

LAW

BY MR. MICHAEL L. MATUSKA, ESQ.
2310 South Carson Street, #6
Carson City, Nevada 89701
775.350.7220

Attorney for Plalntlffs

OFFICES OF WiLLIAM M. PARKER
BY MR. WILLIAM M. PARKER, ESQ.
A248 Galewood Street

Lake Oswego, Oregon 97035

503.624.1428/bill@billparkerlaw.net

" Attorney for Kerry Rucker

ROLLSTON, HENDERSON, CRABB & JOHNSON, LTD.

BY MR. MICHAEL K. JOHNSON, ESQ.
P.0O. Box 4848

Stateline, Nevada 89449
775.588.4212

Attorney for Defendant Joe Baker

OSHINSKI & FORSBERG

BY MR. MARK FORSBERG, ESQ. (Telephonically)
504 E. Musser Street, Suite 302

- Carson City, Nevada 89701

775.301.4250

Attorney for Defendants Shackelford and Price:

ATSO PRESENT: Jeffrey Cain
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Mr. Price.

-and I said Mr. Rawson:

‘being that was on conference call was you, Mr. Rawson,

‘let's put it like that -- which was listed on his

~ Mr. Price, Mr. shackelford?

Page 14 i
A. Mr. Rawson.
0. Okay. Well, you just said that on the

conference call were Mr. Kavanagh, Mr. Baker and

Mr. Rawson was also on the conference call®?

A. Yes. You asked me before who initiated it,
Q. Okay. So, just so we're clear, every human

Mr. Kavanagh, Mr. Baker and Mr. Price?

That I can remember.

A

Q. Anybody else?

A Maybe Mr. Shackeiford. I'm not guite sure.
Q

Okay. And this conference call was initiated

by Mr. Rawson?

A. Right. It consisted of his entire team -—-

website at the time.

Q. Listed on Mr. Rawson's website?

A "C4's website.

0 Okay. Who was that entire team at the time? |
A. Everyone I just named. . é
0 Okay. Mr. Rawson, Mr. Kavanagh, Mr. Baker, %

A. Yes. And probably one or two more, but I'm L

L i
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Page 15 %
not suré.

Q. Okay. And what was the purpose of this first

conference call?

A. To illustrate the program itself, to-let us %

know how the program worked, details, what type of %

agreements and how they could actually become —— Yyou
know, provide the services or provide the loan that we
were looking fqr at the time.

Q. And.would this call have been around -- I
think maybe you said earlier November 9th, 20097

A. I didn't say Novembef 9th. I said |
NQvémber 2009. |

Q. Okay. When was the conference call in
November of 20097

A. I'm not sure. It's been five years.

Q. Okay. And how did that conference call

conclude?

In other words, did you make an appointment :
for another conference call down the line? Did you come

to any decisions O agreements?

O e N AR TN L )

A. ‘"I didn't necessarily make an appointment for

another call. We felt comfortable with the call at the

+rime knowing that their team.seémed to be strong. We
pased it on their resumes.

and at that point in time we went back to

TODD OLIVAS & ASSOCIATES (888) 566-0253
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Page 16

Mr. Cain, and we decided that we would further look into
it.

Q. Okay. And what specifidally did Mr. Baker say
during -that first. conference call?

A. I'm not sure;

Q. All right. Did he say anything during that
first conference call?

A, He probably did, but I'm not sure. It's been
five years or six years.

Q. What leads you to believe that he probably
did?

A.  Well, he's a major part of their team; and
Mr. Rawson being the leader of that team went around
introducing us to everyone'on that call.

0. All right. What makes you think that
Mr. Bakér wés a major part of thét team?

A. He was listed as one of their major players on
their website.
| Q. Was thét the language used, ﬁmajor player" or
something else to that effect?

A. Well, maybe that's not the language that's

used now, but as far as —-- one of his major associates

or he was a part -- he's affiliated with C4. Let's put
it like that..

0. Okay.

— e T T CTCICT P Y= —
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with their entire team and to research and to

documents are evidence of you having done that?

Page 34 ;

A.  Well, we personaliy flew to california, myself

and Dan Witt, which is the Cains' CPA, in order to meet

investigate this program. So it started with that.

Q. Okay. And what this asks for is: What

For example —-

A. Um-hum.
Q. -- maybe you'd have a prospectus -- a‘CMO
prospectus -- or maybe there would be some advertising

or marke?ing material or something in that regard.
Méybe you had -- | |
A. Sure.
Q. -— done some investigation of the CMOs or of
c4.

Anything in paper or, you know, electronically

" existing that shows what you were doing in that regard?

Do yoﬁ understand that?
‘A. I understand what you're saying.
I have a background in finance,; so I've -- I'm
familiar with CMOs and finaﬁcial instruments.
And when we researched C4, we did
investigatiens on their .company. As far as me producing
those documents right now, I don't have them. I've

already turned everything over.
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Pagé 35 i
C4 brought forwafd an advertisement about
their LeveiagerUp.progrém,.Which we took a look at.
And'the main thing We were interested in was
the CMOs that were being purchased, which were our
security at the time.
0. a1l right. So was it yoﬁr job to both
investigate C4 and separately to investigate possible

CMO purchases?

A. It was my Job to help investiéate C4, along
with Dan Witt and Mr. Cain, as well as anybody else --
and I'm sure his wife was included in that -- but it was
our job to actually evaluate the guys.

It was my job to investigate C4 and to
evaluate the CMOs that were being pupchased, which is
what we did.

0. What did you do to investigate‘the CMOs that
were being purchased?

A. Well, first we simply'asked for information
about the CMOs.

0. 7>Who did you ask that of?

A. Mr.

Rawson.
0. ‘What was his response?
A. He provided us with simply a bank account or a

custodial -- a custodian account, which was —-- after the

money was wired, he went and purchased the CMOs, put

T e o FEE TN TTR = oy T Tt
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1 this transaction, right? %
2 A. Yes. :
3 Q. You had a_working knowledge of CMOs.

4 A Yes.

5 Q. You'd dealt with them before?

6 A, Yes. ~
7 Q. Have you purchased CMOs before or been

8 involved in the purchase of CMOs?

9" | A. Have I purchased CMOs? No.
10 Q. Have you assisted somebody who --—
11 . A. I've been involved with an investment bank

12 that have.

24 office —-

13 Q. What investment bank is that? g
14 A. Back in the day, when I worked for Edward ;
15 Jones. | | ;
16 Q. For Edward Jones? %
17 A. Yeah. é
18 Q. Okay. You were a licensed Securities broker, %
19 then? %
20 A. T was in the process of getting licensed. ?
21 Q. Did you get licensed? Z
22 A. .. I did not.get licensed with them. g
23 Q. Okay. 'But you were working in an Edward Jones é

25 A. Yeah.

VG Ap T,
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‘A, Yes. :
Q. You'd witnessed their transactions in the i
past. é
A. Um~-hum. é
0. What did you do in the month of November 2009 %

Page 39 %
transactions of this type. Not mortgage transactions; :
but mortgage transactions -- any flnan01al transagtion,
I1've pretty much witnessed over 20 years

Q. All right.’ So you knew what CMOs were.

to do any investigation with regard to any CMOs?

A. Well, if I remember correctly, we —- I

contacted a couple of investment advisers that I know,
and I simply asked them for information.
We wanted to know exactly what the actual CMOs

were that were being purchased so that we could take a

look at them. That information was not provided.

But 1like I said, once ?gain, our investment
and Mr. Cain's investment was that the CMOs were our
security or his security in this aspect, so we felt good
about that.

0. What investment advisers did you call to

consult about this in November of 20097

A. T don't remember specifically.

Q. But. you have a vague recollection that you

probably called a couple of people that deal with these

PR T MH R I
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Page 41 %

1 due diligence started with those guys. | ;
2 Q.  The due diligence —- é
3 A. The CMOS. ;
4 Q. Okay. The due diligence with regard to the %
5 CMOs started after the CMOS were actually purchased, %
6 right? §
7 A. We wanted it before -- %
8 MR. PARKER: That mischaracterizes his é
9  testimony. ' : E
10 BY MR. JOHNSON: (Continuing) |
11 Q. What -- i
12 A. We wanted it before. And part of that was - é
13 1ike I said, the due diligence is supplying us with some %
14 information about the instruments. %
15 Q. 'Right. But Mr. Rawson didn't give you any E
16 information about the inét;uménts, correct? é
17 T A He told us that the_instruments were going to %
18 ‘be purchased and held in EKN, and that's where we were 7 g
'19 able to actually.view the assets, and then they would be %
20 valued from there. %
21 Q. Did Mr. Rawéon tell you —- you know, give you é
22 any description pf what_insfruments were to be é
23 purchased? %
24 A.'”'Well, he said that they were going to be At as ;
25 far as rating went. g
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| CMOs?

. you were doing was to look at what CMOs specifically

Page 42 %

Q. Okay. Were they? Wheh they were eventually ‘
purchased. |

A. From what 1 remember, they were.

Q. Okay. Did Mr. Rawson tell you anything other
than that the,CMOs were to be A+ rated?

A. Did he do what?

0. Did he tell you anything else about the CMOs
t+hat he was going to buy? . |

A. That they were going to be face valued at one

billion; that theré were two particular CMOs and that
they would be held in EKN, which is the actual custodianrﬁ
account, and that Mr. Ccain would have full access and
joint ownership of those -- full ownership.

0. Did he tell you who was the issuer of the

A. Not that I can remember. I don't remember.

Q. Okay. So as of the time that the CMOs were
purchased, did you know who was the issuer of the CMOs?

A. -I do not. I don't iemeﬁbef.

Q. You may or may not have; ybu just don't
remember today, right?

A. i don't remember;

Q. Okay. Was that part of the due diligence that

were to be purchased or not?

——— T e T e = - = %
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Page 54 i
incomplete,hypothetical. |
MR. JOHNSON: You can answer.
MR. MATUSKA: I mean, the --
MR. PARKER: . I didn't understand the
question, so I'd like it repeated, anyway, SO
(pausing) --
THE WITNESS: Me neither.
VR. JOHNSON: You didn't understand it?
Okay. “
MR. PARKER: Well, I'd like it répeated.
I didn't understand it.
MR. JOHNSON; Well, I'll rephrase it if
(pausing) --
MR. PARKER: That's'fine. Yeah.
BY MR. JOHNSON: (Continuing)
Q. Okay. You were télling me earlier that part

of the reason, I think; that you recommeﬁded that the

Cains proceed with this investment 1is because of this

experience of the various people involved with C4.

RN T TR B AR 2t R D O e s S S P RS R T e T e D R P PR T S BT B SRR R I AR PR

Is that accurate?

RETA TR TR,

A. And also our investment secured,by CMOs ..

Q: Okay. So whét specifically about Joe'Baker -
Joe Baker's involvement with C4 led you to approve this
as-a —- or recommend this as an investment opportunity?

MR. PARKER: You know, you're going the
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BY MR. JOHNSON: (Continuing)

' figuring out if this is going to be a secure investment

being told to me and Dan Witt that we would be secure,

avenue was very low, because it has a monthly dividend

Page 69 i

0. All right. We‘ré back on the record.
fouvgnderstand you're still under oath?

A. I do.

Q. Okay. What was your agreement that Mr. Cain

- T assume it was Mr. Cain in terms of the CMO

investigation.
A. What was my agreement with him?
0. Right.

A. To help him to get through the process of

for him to help raise the capital he was looking for.

Q. And you concluded that it was a secure
investment?
A. T concluded based on the evidence and what was

because we had CMOs to help us.oﬁt in that security, as
well as a good team. |

0. Can you tell me generally, CMOs, what kind of
risk they carry'with them?

A. Well, my understanding of this particular

of —— I don't remember the amount, but very low at this

point.

MR. PARKER: Not very low dividend. Very
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that in mind, right?

said 20 percent?

Q.
reason that you were assured or gave you some assurances

regarding this investment was that the Cains were to be

owners of the CMOs; is that right?

'or (pausing) --

A.

Q.

A.

A.

Q.

>

Q.
A
Q.

A.

~ Yeah. Right.

Page 76 %

vYou understood that, right?
Twenty-fold?

Right.

As opposed to 20 percent?

Right.
Yes..

Okay. You were answering my questions with

Yes.

And you just misspoke a second ago when you

Yes.

All right. Now, you said that part of the

R e N8 I e S e T e e e R e e L e

e T A

That's correct.

B PPN F TN

Aand were the Cains the owners of the CMOs?

Yes.

SR YT L AN GO EE R DR RS

How do you know that?

Their name was on the account.

T e, R

Okay. Were they sole owners or joint owners

T don't remember specifically.
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members were present?

Page 152

0. So after the conference call that we're

talking about, which took place in sometime in earlier
part of November, there were —- all of the team members
were on the call, as ydu understand it, correct?

A. There was a conference call where éll the
members were on the call. : ' ;

0. Okay. A2nd did Mr. Rawson introduce all the

3 A R LES

TR

members to you?

NN

A. Yes. §
Q. And were there people who were related to your é
side of the transaction -- the Cains' side -- on the §

conference call with you?

A. At times there were -- matter of fact, the
majority of the calls Mr. Cain was on when it related to %_
the beginning of the transaction. And Mr. Witt was also
a participant in some of those calls. -

Q. All right. Do you recall how many of these

kind of calls therevwere, these calls where all the team

A. In total? :
Q. Well, prior to the time that  the Cainé made %
the loan —- fuﬁded the loan to C4. é
A, Between three and five, Ibwould think. %

Q. All right. And during any of these calls do

you have any recollection of anything specific that §

= e Ty
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Page 153 z

Mr. Price said? %
A. I can't recall. E

Q. When you say you can't recall, do you mean %

that you can't recall today-or you can't recall what was é
said by Mr. PriCe?v'V : ' '%
A. I can't recali what was said specifically by i

Mr. Price. . %
Q. Okay. Do you recall him speaking beyond just %
introducing himself? é
‘A, Yes. E

'Q. But you don't recall what he might have said? %

A. Correct. %

Q. All right. Let me ask you the same questions %

with regard to Mr. Shackelford. %
Were you introduced to him on fhe conference é

calls? %
A. At some point in time I was introduced to 2

Mr. Shackelford.. %
.Q. Okay. And other than what he might have said ‘g

in response to being introduced, do you recall anything %
‘he said during any‘of the calls? | g
A. Not in general. Not specifically rather. é

0. Okay. And do you believe that he said é
something beyond, "Hi, nice to meet you," or responding'.é
to the introduction? é

———— e T T T A = s
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‘Page 154 %
1 A. Yes. l
2 Q. All right. Do you recal; Mr. Price ever
3 specifically stating that he had prior experience in

4 investing in or making transactions involving CMOs?

5 A. Specifically I don't recall him,stating that,

6 put what I do recall is the management team's experience
7 in executing these types of financial transactions.

8 0. So would that information have come from

9 Mr. Raw;én, then?

101 A. Not specificaily, put he was a lead in leaning
11 on the experience of his team while we were on some of
12 these calls.

13 Q. All right. And with respect to

14 Mr. Shackelford, then, do you recall him specifically

15 stating that he had experienée in investing in or

16 transacting CMOs?

17 A, T don't recall.

18 Q. Okay. .And when you say. that Mr. Rawson leaned

19  on his team, did he tell you that he leaned on his team?
20 A. It was evident that he leaned on his team, and

21 he also told me that he leaned on his team based on ——

22 0. And what made it evident to you --
23 : MR. MATUSKA: Wait a minute.
24 ) Mark, I don‘t.think the answer was finished. %

25 Hold on just a second, please. ‘I'm sorry.
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Page ‘1 :
IN THE NINTH_JUDICIAL COURT OF THE STATE OF NEVADA

IN AND FOR THE COUNTY OF DOUGLAS

PEGGY CAIN, an individual; JEFFREY
CAIN, an individual; and HELI OPS
INTERNATIONAL, LLC., an Oregon
limited liability company,

Plaintiffs,

V. Case No. 11-Cv-0296

)

)
)
)
)
)
)

)

) )
DR RAWSON, an individual; C4 )
WORLDWIDE, INC., a Nevada )
corporation; RICHARD PRICE, an )
individual; JOE BAKER, an )
individual; MICKEY SHACKELFORD, an )
individual; MICHAEL K. KAVANAGH, )
an individual; JEFFREY EDWARDS, an )
individual; and DOES 1 through 10, )
inclusive, , )
)

)

Defendants.

DEPOSITION OF DAN WITT
Taken on behalf of Defendants

May 13, 2015

* ok Kk

BE IT REMEMBERED THAT, pursuant to notice,

Ty A FRAHRL

‘the deposition of DAN WITT was taken before KERI M.

INUEE

NIETH, a Certified Shorthand Reporter for Oregon,

IEARASTHIN NIRRT

on Wednesday, May 15th, 2015, cdmmencing at the hour
of 3:06 PM, at Kruse Woods Corporate Park, 4800 SW

Meadows Road, Suite 300, Lake Oswego, Oregon.
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APPEARANCES:

MATUSKA LAW OFFICES

LAW

BY MR. MICHAEL L. MATUSKA, ESQ.
2310 South Carson Street, $6
Carson City, Nevada 89701
775.350.7220

Attorney for Plaintiffs

OFFICES OF WILLIAM M. PARKER

BY MR. WILLIAM M. PARKER, ESQ.

4248 Galewood Street

ILake ‘Oswego, Oregon 97035
503.624.1428/billebillparkerlaw.net
Attorney for Kerry Rucker

ROLLSTON, HENDERSON, CRABB & JOHNSON, LTD.

BY MR. MICHAEL K. JOHNSON, ESQ.
P.O. Box 4848

Stateline, Nevada 89449
775.588.4212

Attorney for Defendant Joe Baker

OSHINSKI & FORSBERG

BY MR. MARK FORSBERG, ESQ.-(Telephonically)
504 E. Musser Street, Suite 302

Carson City, Nevada 89701

775.301.4250

Attorney for Defendants Shackelford and Price

ALSO PRESENT: Jeffrey Cain
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well?

A. No!

Q. Okay. Good. What's your.educational
background?

A. I have a BS degree in accounting and just

Page 5 %
Q. All right. Is tﬁere any reason why you can't {
give your best te;timony today? |
A. No.
Q. And by that I mean are you under the iﬁfluence
of any medication or YOu didn't get a good night's sleep

such that you can't recall or articulate testimony very

continuing education as a CPA.

Q. Where did you get your accounting degree from?

A. Golden Gate University in San Francisco.

0. And in what states are Yyou licensed as an
accountant?

A. Oregon.

0. Ever been licensed in another state?

A. No.

Q. How long have_you been a licensed accountant?

A. - Since 1981.

Q. In connection with your role as an accountant
for clients, do you provide investment advice?

A._‘ We talk about investments, but I don't

recommend them. We Jjust talk about them.

TODD OLIVAS & ASSOCIATES (888) 566-0253
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- positive. But there was three people there, I believe.

Page 12,i

0. Okay. So let's go chronologically on the '

fransaction. You were introduced to Mr. Rawson.
How was that introduction made?

A. Must have been by phone initially.

0. Okay.

A. And once it proceeded, then Kerry and I made a
trip down to LA and met him in person.

Q. This was a.meétihg near an airport in LA?

A. They picked -- Raﬁson, and I believe Randall
Sherwood or Sherman -- I forget the nane exactly —-- met
me at the airport. And.I think there was a third

person, which I believe was John Hayner. I'm not

And then we drove from the airport to a
restaurant, which more people joined us.
0. Let me stop you for a second.
So it was you and Mr. Rucker that joined those
two or three people?
A. Yeah.
Q. Then you went to a restaurant, and who else
was added to the party at the restaurant?
A. I don‘t.knéw.
They probably were introduced to us, but at
that point mostly focused on conversation with DR and

Randall.
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most of the talking and talking about housing deals that

had a meeting at a hotel, Westin or Benson Or some hotel

Page‘l3 |

Q. Okay. What happened next?

RN N ST

A. Next at the restaurant or after we left the

T e e

restaurant?

I mean, we had conversation at the restaurant.

ETTWIN E AP or 2

Q. Okay. And what was C4 telling you they could
do for you?

A. Well, I don't know of the specific

conversation at the restaurant, other than DR was doing

they were wanting to get into with the U.S. Government.

I mean, that was right in the heart of the

recession, and so there were some, dJuote, bottom-fishing
deals there. But he wash't-necessarily promoting that
one to us, and we hadn't at that point got to talking
about the deal that involvéd the CMOs and the loan ‘of

the million dollars.

Q. Oh, were you —- ?
A. We —- E
Q0. + I'm sorry. Go ahead. %
A. Oh. Well, we left thé restaurant, and then we %

i
i}
I

that had kind of a private mezzanine area to meet in. é
Q. Who was at that meeting? é
A. Randall and DR and Hayner, and there was %

another person or two. I don't know who they were.

BT T o TR R
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Page 14 Z
1 I mean, I don't remember who they were. I'm ‘

2 sure that I was introduced to them, but don't know who

3 they were.

4 Q. Okay. And was it at that point that CMOs were
5. first discussed, then?
6 A. Yeah. Then we started talking about the

7 structure of the deal and got into the —-- you know, what

8 the end‘result was to»be.
9 Q. And was it Mr. Rawson th told you what the
10 end result would be?

11 A. Yeah.

12 0. What did he promise?
13 What -was going to be the end result? ?
14 A. Well, it was 20 million in whatever the due

15 date of that loan was, six weeks or two months or 30

16 days;, yeahi

17 Q. Did he explain how he was going to -- the :
18 2 million came from a $1 million investment,.right? %
19 " A. No. The 20 million. %
20 Q. I'm sorry.r %
21 - A. | Yeah. You said two. bé
22 0. Long day-. E
23 A. Yeah. g
24 Q. So a $1 million investment would net

25 $20 million in returns within 30 days or something,

T T T
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1 right? ;

2 A.  Yeah.
-3 bQ. - Did he eXplaiﬁ how he was goinglto accomplish é

4- that? é

5 A. Trading the CMOs and -- yeah, basically %

6 trading the CMOs waé the primary source; but I don't %

7 recall that that was necessarily a prereguisite to pay &

8 it off.

9 T mean, 1if fﬁnds were from other sources,_it %
10 was a fixed amount. E
11 Q. Did Mi. Réwson talk about dther sources that %
12 the funds might come from? %
13 A. I dqn't~remember. %
14 Q. Okay. Was Jée Baker at any of these meetings %
15 in the Los Angeies area? E
16 A. Could have been, but -- 1 ﬁean, there were E
17 other people there. I just doﬁ}t remember who they were %
18 or didn't have -—- I don't recall having a conversation %
19 with anybody else. | %
20 Tt was -— the only people I remember really %
21 contributing to our .conversation was Randall, John E
22 Hayner and Rawson. %
23 Q. Okay. g
24 A. Rawson was the main guy. g
25 Q. , How did you leave things when you left %
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Los Angeles?

What was the status of the deal at that point
or the broposed déal?

A. Well, I'm sure I didn't make any commitment to
him. |

I think they just told us what they were going
to do, and I came back to report to Jeff. |

0. Okay. What did you tell Jeff?

A. I just don't remember exactly, but probably
that it was okay, which was, you-know, in part -- or not
in part, but a significant part of that deal was that
the CMOs‘were security for the loan.

And, you know, if you get into the trading
part of it, I -- I do remember, and I've had this happen
-- I believe it happened in Synergy, too.

When you get too deep into their strategies,
it's proprietary. So you're going to get a wall thefe
és far as getting into details of their trading
platforms, which isn't unusuai. | |

I mean,'I've got day trader clieﬁts that use
like trade station platforms and -- I mean, those
software companies aren't going to reveal secrets to
that.

So you're kind of limited there. But I did

know about the CMO securities. And, you know, as long

O KT A T YO Sy W I I P TR ww: =
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at that time?

» Page 17 %
as they secured the million, that relieved a lot of the
duefdiligenceetype part of it.

| ‘So I was mainly there to jﬁst meet DR and get
a -— hear the deal from him, I guess.
Q. As of that first meeting that you had with
Mr. Rawson —-—- and it was in November of 2009, right?
A. Yeah, the end of November;

0. What was the status of the Synergy transaction

In other words, had thet deal gone sour yet or

(pausing) --
A. Not finally.
I don't really remember, because I had started
to phase out of that and was just kind of getting
updates from Jeff, because if -~ if I remember right, it
was past due at that point.
T don't think it -- if it wasn't delinquent or
had gone beyond what was anticipated, probably wouldn't

have been looking for other sources of financing this

business acquisition.
Q. So Synergy was in default as of that date; you
weren't getting your money, and you needed to --
A. I think so. I think so.

I don't remember their exact terms, but T

think it was -- I think it was a month or two after what

TODD OLIVAS & ASSOCIATES (888) 566-0253
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agreements drawn up -- drafted or whatever.

Page 18

RO GAEN e il

we at least anticipated, if it wasn't in default.

0. Okay. What happened next in your dealings

with C4 after LA?

A. Well, I talked to Jeff and probably Peggy. I

don't remember.

and I believe in the first week of December or
so; the million was funded. Wired to, I guess, C4 bank
account. |
0. Well, after the meeting in LA, did you have
any other discussions with any C4 representatives prior
to the money being funded?
A ‘ Oh, we -- well, we would have had some sort of
So there
was probably some drafts and editing or whatever of
that.
and those would have been signed as -- before
the money actually sent.
Q. ' Any confefence calls or telephone calls

involving you and anybody from C4 durihg that time

period?

A. Probably. I don't remember.

No memory one way or the other?

IR RN e [ KR UYEE IR (R AR S TP

Q

A Yeah. No.

0. Okay. Have you ever met Joe Baker? %
A Not knowingly. |
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TR T R STt

A. Um—-hum.

0. Any other reasons why you felt that this was a

good transaction for the Cains to do with C47?
A. Well, that it wasn't based on-totally the
performance of their trading or whatever activities they

were going to do, because they had -- a few weeks into

R PSR EEARTR Y NS L PR TR AR NS BRI T SR B e

the transaction, they mentioned about getting a
valuation, and apparently they told us that they were
getting a valuation.

And they did borrow on the valuation, which

was -— I remember it being in excess of the 20 million
to ﬁay.

and so they hired supposedly —- I mean, this
is what they"told me -- and I think us on phone calls --

was that they had hired a person to value these CMOs,
and thé value was going'to be much higher; then they'd
be able to take that valuation an& borrow.against it and
pay the 20 million.

0. Let me stop you for just a second.

You said they told you this, that they hired

someone to value --- what person was that?
A. Tt would have been DR.
Q. Okay.

A. And maybe follow-ups later with Mike Kavanagh.

0. Okay. Anybody else at C4?
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- parties on there.

Page 22 %

A, Not that I recall, unless Randall interjected

a phone call in there.: |
I don't -- I don't recal; having avsignificant
conversation, if any, with anybody else, other ‘than a

conference call where there could have been multiple

Q. Okay. So back to the list of things that, you
know, gave you assurance that this was an investment
worth pursuing, are there other items to add to‘that
list?.

A. 'Weli, there's the CMO security, but also the
income coming off of there.

0. Right.

A. We expected to be able to provide a return
while it's being paid off, but it's only 30 days, so©

that was a little less significant.

And we did inquire to DR about the size of the §

company and the -- you know, who's running it, directors
included, 'cause I remember printing off a website and
géing to websites and looking at the directors.

| And later on ended up having conversations --
phone conferences with Attorney Gérdon Evans and
Maaiouf, who was one of the ones listed either as ﬁhe -=
as the corporate legél representative or as a Board of

Directors member.

R Y T N T Y E R A e

T ERE VNI Y e A YRR PRI PR 1 VA

T

TR RIS S T T = AR TS T3 T Y=

TODD OLIVAS & ASSOCIATES (888) 566-0253

000102




_ Page 27 [
1 So the backgrounds -- I mean, it just -- I
2 don't know.

3 0. Okay. Well, let's ask about the backgrounds,

4 then.
5 A. Yeah:
6 Q. Had someone -- you know, without Joe Baker's

7 background, not ha#e been involved with the C4 Board of
8 Directors, would you have gone th?oughlwith this?
9 A. Yeah. If there was somebody else in there,
10 probably.
11 ' I mean, there's, whét, six, seven guys here --
12 six plus Rawson -- with some pretty high-level
13 backgrounds, according to here.
14 But I'm not -- I wasn't necessarily looking
15 forva career focus on applications of technologyt You
16 know, I'm looking for a high management level and'
17 ownership and responsibility there and also theilr
18 standing in a profgssional community.
19 Q. After 30 days'passed and no money was paid,
20 what role did you perform for the Cains as it pertained

21 to C4 going forward?

22 A. Tax accountanf. I communicated, and I guess I E

23 would have made contact with Gordon Evans -- the initial §
24 introduction from Cains to Gordon Evans. §

b
25 Q. And from that point forward, who affiliated -

T 3 = T T mo S e T e L
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1 joint venture agreement? ;
2 MR. MATUSKA: I'm going to object that it.§
3 calls for a legal conclusion and actually, fhe ?
4 application of a lot of facts and -- the large set §f :
5 facts and documents that we haven't even looked at here. E
6 BY MR. JOHNSON: (Continuing) *
7 Q. You can answer. %
8 MR. PARKER: Go ahead and answer. §
9 THE WITNESS: I have no idea.
10 BY MR. JOHNSON: (Continuing) é
11 'Q. Have you now told me all of the things -that é
12 Mr. Rawson misrepresénted to you? §
13 A. Probably not, but all that I remember -- §
14 Q. QOkay. é
15 A. . ~-- yeah. %
16 0. And let me broaden the guestion a little bit. %
17 You can misrepresent something'by directly é
18 saying it, you can misrepresent something by omission. é
19 Is there informatiQn that you.feel Mr. Rawson E
20. should have shared with you but didn't? %
21 A. I don't -- I don't recall a specific instance, E
22 but - | | é
23 MR. PARKER: Hold on. I'm going to %
(24 object to that, because you can't know something you %
25 don't know, and so that's the kind of answer it calls %
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for.

MR. JOHNSON: Yeah,

about it later.

So you can answer.

THE WITNESS: Well,

of the loop later.

later, then you're just asking him to parrot our case

back, which is not percipient witness testimony.

MR. MATUSKA: If you learned about it

So really it's not even

It's asking to be an advocate.

BY MR. JOHNSON: (Continuing)

Q.

>

Q
A.

All right. Now you can

What was the question?

Omissions by Mr. Rawson.

'I'd probably know after

of the e-mails and correspondence

and férth back then.

reason for being so adamant about him paying off was
'cause I didn't think he was beipg.up_front with us.
Q.
me'like you and Mr. Rucker were working together in
terms of the due diligence on this; is that right?

A.

But, I mean, after our final -- part of my

Did you have specific -- well, it sounded to

Yeah, kind of.

Page 33k

unless you learn

I was pretty much out

a fact-based gquestion.

answer.

T read -—- reread some

that was going back

i

e T T
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Page 38 ;

back? -
THE WITNESS: . Yeah.
{(The réportér fead as follows:n

"ouestion: As you look back now at the
transaction, is there anything you can point to, ‘Oﬁ,
yeah, if I was aware of that or if I'4d haﬁe -— 1if I'd
have paid closer attention to this, I would have c;lled
off this whole transaction'?)"

(Discussion off the record.)

THE WITNESS: I'm just trying to remember
stuff.
BY MR. JOHNSON: (Continuing)

Q. Okay. Well, can you think of anything now?

A. You know, the first two things that were --
kind of caught me off guard were Rawson's withdrawing
the interest and dividénds from the account without our
knowledge.

I mean, that -- to me, that was an indicafion
he wasn't being up front with us. And then even before
that -- maybe a few days, I don't know —— it seemed like
the timing of things, like aéquiring the CMOs and giving
us access to the account didn't happen without our
prodding.

So it was like those two were kind of

indications that, "Okay, I've got the money. TI've got

TR O Rl T AT o 1 47,
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Page 50 :

a conference call involving you and Mr. Rucker on the

Cain side, so to speak, and on C4's behalf were

Mr. Rawson and others, and it was kind of an

introductory type deal here.
Do you remember that? 5
A. No. 1I'm not saying it didn't happen. I don't

recall that, but --

0. Do you ever recall being on a conference call

with multiple members of +the C4 Board of Directors?

A. T remember being on a conference>call with
multiple members of c4, but I don't know who the other

members were. 1 just know there was multiple people on g

the call. %
0. All right. Have you ever met Richard Price? g
A. No. %
Q. Have you ever met Mickey Shackelford? %
A. No. %
0. To your kﬁowledge, have you ever had a %
telephone conversation with Mr. Price? é
A. . Not that I recall. %
Q. Do you recall ever having a telephone %
conversation with Mr. Shackelford? E
A. No} | _ ’ : E
Q. Do you recall doing any research into either %
of their backgrounds as part of the work you did for the %

ODD OLIVAS & ASSOCIATES (888) 566-0253
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Page 51 %
Cains on this transaction? ,
A. A1l T remember is what's on the C4 website.
‘Poésibly I could ha&e ——- like one of them's a
CpA, I beiieve. Who is it, Richard? is he‘a CPA?
I may have —-— oh, Shackelford.
I may have gone to a State Board site just to
check his licensure Or sometﬁing, but -- 'cause I
typically do that, but I can't remember specifically
doing it in regards to him. .

Q. Did you e&ef send or receive an e-mall to -
or receive an e-mail from Mr. Price that was difected
directly from him to you? and I try to avoid the idea
of the CCs and all that.

A. Yeah, I don't think so.

T think if I received anything from him, it

would have been probably a CC.

0. All right. Same question for Mr. Shackelford. ?

A. No. Or I mean, yeah, same answer.

0. Right.

A. No.

0. And so did Mr. Price, to your knowledge, ever
make a representation that you're éware of —-- whether to
you or anybody else —-- about the CMO investment or loan
that the Cains were being involved iﬁ?'

A. Not directly to me. No.

s T — s v = —_——
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TERIA il dL i sl

- Q. Did Mr. Shackelford, to your knowledge, do
anything like that? |

A.. No. Other than lending their credibility by
being on the website to the -- to C4.

I mean, that went a long ways to promoting
this deal and the corporation in general.

0. Okay. So is it accurate to say that your
testiﬁony is that the only influence they had on the
Cains or yoﬁ with iegard.to making the loan to C4 was
their status as members of the board?

MR. MATUSKA: I'm going to object. That

misstates the testimony and calls for speculation about

Mr. Cain.
He answered it clearly»the first time.
BY MR. FORSBERG: (Continuing)
Q. You can go ahead and answer the gquestion, if

you can, Mr. Witt.

Af Well, I can't speak for the Cains, but that
was ——.inrmyAcase, ﬁhat's the situation.

0. Okay. Are you aware of anything else at all
that Mr. Price or Mr. Shackelford had to do with this
transaction? 7

MR. MATUSKA: I'm sorry, I didn't -—- T
think there was a breakup. I didn't heqr that very

well.

TODD OLIVAS & ASSOCTIATES (888) 566-0253




10
11
12
13
14
15
16
17
18

19°

20
21
22
23
24

25

26
27
28

CASE NO.:
DEPT.NO.: II
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RECEIVED
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THE NINTH JUDICIAL DISTRICT COURT OF NEVADA

!

PEGGY CAIN, an individual; JEFFREY CAIN,
an individual; and HELI OPS s
INTERNATIONAL, LLC, an Oregon limited

liability company,

V.

D.R. RAWSON, an individual;

C4 WORLDWIDE, INC,, a Nevada corporatmn
RICHARD PRICE, an 1nd1v1dual JOE BAKER,
an individual, MICKEY SHACKELFORD,

an individual; MICHAEL K. KAVANAGH,

an individual; JEFFREY EDWARDS,

an individual; and DOES 1 through 10, inclusive,

IN AND FOR THE COUNTY OF DOUGLAS

Plaintiffs,

Defendants.

DEFAULT JUDGMENT

This matter comes before the Court on the Motion for Entry of Default Judgment against

Defendant Jeffrey Edwards filed by the Plaintiffs Peggy Cain, Jeffrey Cain, and Heli Ops

International, LLC (collectively, “the Cains”). The Cains’ Motion for Entry of Default Judgment

was supported by exhibits and an affidavit from Jeffrey K. Cain.

Due to non-compliance with discovery rules, requests, and prior orders, this Court entered

an Order on March 12, 2014 striking Edwards® Answer and directing the entry of default. Default

District Court, Middle District of Florida, Jacksonville Division, Case No:

‘was entered against Edwards on March 17, 2014. On December 2, 2013, the United States

3:13bk07108 JAF
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entered an order granting relief from stay nunc pro tunc. The Cains thereafter moved for summary

judgment against Edwards on September 14, 2014. That motion was denied on November 21,

2014. However, Edwards was cautioned in that Order that he must compiy with discovery
requésts or face further sénctions. He has failed to do so. He still has not provided the discovery
responses that were the subject of the Plaintiff's First Motion to Compel. He failed to respond to
additional discovery requests and did not appear for his deposition. As a result, Plaintiffs moved
for the entry of a default judgment on February 9, 2015.

As 2 result of Edwards® default and failure to oppose the Motion fof Entry of Default
Judgment, Edwards consented to the entry of judgment and the well-pled allegations of the
Complaint must be accepted as true. ‘Estate of Lomastro v. American Family Ins., 124 Nev. 1060,
195 P.3d 339 (Nev. 2008) (“Entry. of default acts as an admission by the defending party of all
material claims made in the complaint. Entry of default, therefore, geﬁerally resolves the issues of _
liability and causation and leaves open only the extent of damages.”) See also DCR 13.

The following facts are supported by the WeH—pled allegation of the Second Amended
Complaint (“SAC”), the Settlement Agreement and Release of Clairrié attached thereto, and fhe :
affidavit submitted with the Moti04n for Entry of Default Judgment. Plaintiffs loaned One Milﬁon
Dollars ($1,000,000) to C4 on November 29, 2009, pursuant to a Joint Venture Agreement
(“JVA”) for an investment in collateralized mortgage obligations (“CMOs”). Pursuant to the
express terms of the JVA, Plaintiffs were to be repaid Twenty Million Dollars ($20,000,000) by
December 30, 2009. The investment funds were to be held in a separate account. | C4 placed the |
funds in its general account and diverted most of the funds to its officers and directors, including
Jeffrey Edwafds. Edwards, his wife Linda and his son Chris, received $72,000 in December 2.009.

C4 had to take on a second investor, New Hope Capital, to conceal the diversion of funds.

i
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Ultimately, C4 failed to pay‘ the Cains or New Hope Capital. When C4 bieached the JVA,

‘DR Rawson, the Chairman/CEO of C4, executed a Settlemént Agreement and Release of All

Claims in which he acknowledged the indebtedness and agreed to repay Plaintiffs Twenty Million |
Dollars ($20,000 OOO) with interest at the rate of nine percent (9%) by May 25 2010. That
agreement contamed an attorney’s fees olause C4 breached that agreement, as well. |

Default judgment was previously entered against C4, DR Rawson, and Michael Kavanagh
on May 20, 2013. DR Rawsoﬁ’s wife, Margaret, was added to the judgment on
February 10, 2014.

C4 is a Nevada corporation and never contested personal jurisdiction. The issue of
personal jurisdiction over Edwards and all othey defendants was fully litigated and finally resolved

in favor of exercising jurisdiction over the Defendants. See November 20, 2012 Order Denying

Renewed Motion to Dismiss Re Personal Jurisdiction or for Summary Judgment, and Granting

Second Motzon for Leave to Amend,
| Based on the motion and affidavits and well-pled ‘allegations of the SAC, and for good
cause appearing, IT IS HEREBY ORDERED ADJUDGED AND DECREED that the Cains’
Motion for Entry of Default Judgmen't against Edwards is GRANTED.
JUDGMENT SHALL BE AND IS HEREBY ENTERED as follows:

1. In favor of the Cains and against Defendant Jeffrey Edwards, in the principal |

amount of Twenty Million Dollars ($20,000,000). Although it may not be necessary to do so, the

following recital sets for Edwgrds’ liability under the various causes of action:
(a) In favor of the Cains and against Jeffrey Edwards in_the principal amount of
Twenty Million Dollars ($20,000,000) under the Second Claim for Relief (Fraud); Third
Claim for Relief (Civil Conspiracy); Fourth Claim for Relief (Negligencé); Fifth Claim for

Relief (Conversion); and Sixth Claim for Relief (Constructive Trust).
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(b)  In addition to the joint and several iiability imposed under paragraph (a)
above, Edwards is also personally liable for the breach of the Settlement Agreement and
Release of All Claims that is the subject of the First Claim for Relief (Breach of Contract)
based on the doctrine of alter ego. Based on the affidavits and the well-pled allegétions of
the Second Amended Complaint, Edwards was a senior \}ice president of C4. C4 was
never funded, Edwards commingled his persdnal finances with those of C4 by diverting
the Cains’ investment funds, used C4 to perpetrate a fraud, and it would be unjust to allow
Edwards to maintaiﬁ the corporate shield as a defense in this situation.

2. Edwards’ liability shall be joint and several with that of the other judgment debtors, -
including DR Rawson, Margaret Rawson, C4, and Kavanagh.

3. The judgment shall bear interest at the rate of nine percent (9%) per annum from
January 1, 2010 until paid.

4. Plaintiffs are further entitled to recover their couﬁ costs and reasonable attorney’s
fees in an amount. fo be determined upon sﬁbmisgion by the Plaintiffs of evidence. of such costs
and fees. The éward of lcosts and fees will also bear interest at the rate of nine percent (9%) per
annum from the déte of this Order until paid. Plaintiffs are also entitled to recover attorney’s fees
incurred in the enforcement of this judgment.

5. No just éause exis:ting for delay, this judgment shall be and hereby is a final
judgment pursuant to NRCP 54.

[ Mare ™
Dated this & day of February 2015.

DISTRICT COURT JUDGE
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CERTIFICATE OF SERVICE _
Pursuant to NRCP 5(b), I certify that I am an employee of Matuska Law Offices and that -

on the r\bL{ ¢~ "day of February 2015, I served a true and correct copy of the preceding document '
entitled DEFAULT JUDGMENT [PROPOSED] as follows:

Michael K. Johnson, Esq. Richard A. Oshinski, Esq.
Rollston, Henderson, Crabb & Johnson, Ltd. Mark Forsberg, Esq.
P.O. Box 4848 Oshinski & Forsberg, Ltd.
Stateline NV 89449-4848 504 E. Musser Street, Suite 302
_ Carson City NV 89701
Attorney for Defendant Joe Baker Attorney for Defendants Richard Price and
' Mickey Shackelford
Jeffrey Edwards
595 Chivas Court

Orange Park FL 33073

[X]BY U.S. MAIL: I deposited for mailing in the United States mail, with postage fully
prepaid, an envelope containing the above-identified document(s) at Carson City, Nevada, in the
ordinary course of business.

[ 1BY EMAIL ONLY: _
[ 1BY PERSONAL SERVICE: I personally delivered the above-identified document(s)
by hand delivery to the office(s) of the person(s)vnamed above.
| [ 1BY FACSIMILE:
[ ]BY FEDERAL EXPRESS ONE-DAY DELIVERY.
[ ] BY MESSENGER SERVICE: I delivered fhe above-identified document(s) to

Reno-Carson Messenger Service for delivery.

I:\Client Files\Litigation\Heli Ops\v. Rawson\Pldgs\Mtn 4 Default J'ment - Edwards\Default Judgment [PROP].doc
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in the Ninth Judicial District Court, Douglas County
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Attorney for Defendants

MICKEY SHACKELFORD and RICHARD PRICE

IN THE NINTH JUDICIAL DISTRICT COURT OF‘ NEVADA

IN AND FOR THE COUNTY OF DOUGLAS

PEGGY CAIN, an individﬁal; JEFFREY CAIN, Case No. 11 CV 0296

an individual; and HELI OPS
INTERNATIONAL, LLC, an Oregon limited Dept. No. I
liability company,

Plaintiffs,

VS.

D.R. RAWSON, an individual; C4
WORLDWIDE, INC., a Nevada corporation;
RICHARD PRICE, an individual; JOE BAKER,
an individual, MICKEY SHACKELFORD, an -
individual; MICHAEL K. KAVANAGH, an
individual; JEFFREY EDWARDS, an
individual; and DOES 1-10, inclusive,

Defendants.

MOTION FOR PARTIAL SUMMARY JUDGMENT

COME NOW Defendants RICHARD PRICE and MICKEY SHACKELFORD, by and through
their counsel, Mark Forsberg, Esq. and Oshinski & Forsberg, Ltd., and hereby move this Court for

partial summary judgment. This Motion is based on the attached Points and Authorities, the exhibits

attached hereto and all of the papers and pleadings on file in this action.
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INTRODUCTION
This action involves nine claims for relief broﬁght b3-/ Heli Ops International, LLC, an Oregon
limited liability company (“Heli Ops”) and its principals, Peggy Cain and Jeffrey Cain against C4
Worldwide, Inc. (“C47), a Nevada'corporation that was originally a California corporé.tion, and six
individual defendants: D.R. Rawson (“Rawson”), Michael K. Kavanagh (“Kavanagh”) aﬁd Jeffrey
Edwards. (“Edwards”™), all of thm have allowe;d default judgments to be taken against them, and

Richard Price, Mickey Shackelford and Joe Baker, who continue to assert that they have committed no

‘wrongful acts alleged in the complaint.

Plaintiffs’ claims for relief arise out of Heli Ops’ loan of $1 million to C4 for the purpose of
purchasing collateralized mortgage obligations (“CMOs™). A CMO is a bundle of mortgage notes.
Each bundle is identifiable by a number and can be sold, traded and purchased, and can be borrowed
against, using the CMOs as collateral. |

~ In this case, the Plaintiffs agreed to loan C4 $1 million to purchase CMOs and entered into a
joint venture agreement (“JVA”), attached hereto as Exhibit 1, to memorialize the transaction. The
Plaintiffs also received a note executed by C4 to Slipport the loan. Ultimately, although C4 purchased
two CMOs, no profits were generated'by leveraging them or borrowing against them, and the two
identified CMOs purchased were transferred from an acéount to which Plaintiffs had access, to another
accounthoider and ultimately were lost. As set forth in Defendant Joe Baker’s Motion to Bifurcate Trial
and the exhibits attached thereto, the Plaintiffs héve participated in litigation in state court in Texas and
in a Florida baﬁkruptcy proceeding to try to reéover_ ownership and control of thosé CMOs. The
.outcome of those litigations is, és yet, unknown. '

Plaintiffs’ first claim for reliefis that C4 for breaching the JVA and a later settlement agreement
(“Settlement Agreement”) in which C4 agreed to pay Plaintiffs $20 million, the amc;unt the JVA
promised them contingent upon the CMOs generating profits for the company. The Settlement
Agreement, attached hereto as Exhibit 2, obligated C4 and Rawson to pay Plaintiffs $20 million and
released the remaining defendants in this action. Nonetheless, the complaint alleges that all of the
defendants are responsible for the breach of the Settlement Agreement because “they knew or should

have known” that the Settlement Agreement was illusory and that C4 was a mere shell corporation that
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could nét repay the amounts owed and that Rawson had no intention of repaying the loan. In support
of this breach of contract claim, Plaintiffs aﬂege. that each individual defendant “exercised total
dominion and control over C4 and that C4 was the alter ego of each of them and the corporate existence
should be disregarded.” |

Plaintiffs’ second claim for relief alleges fraud on the part of each individually-named
defendants, claiming that they “created a false perception” regarding C4 and Rawson, its CEO, by
including information about their experienée, professionalism and expertise in financial matters in
biographies p;)sted on the C4 website and further‘ alleges that the defendants knowingly allowed
Rawson to misrepresent to Plaintiffs the intended use of the loaned funds, the likelihood of obtaining
the promised return, and Rawson’s experience and capabilities. They go on to allege that the defendants
knowingly allowed Rawson to “further facilitate or allow” the waste and improper disp'osition of the
CMOs. Plaintiffs finally allege that they reasonably relied on all of the defendants’ representations.

Plaintiffs’ third claim for relief alleges civil conspiracy, averring that each of the individual.
defendants conspired and knowingiy participated and lent their names to a fraudulent scheme to induce
Plaintiffs to loan funds in the first instance; and then to defer taking legal action thereafter. In neither
the second nor third claims for relief, do Plaintiffs identify any specific conduct undertaken by Price,
Shackelford or Baker, nor do they assert any fact supporting the scienter, or state of mind, of the
defendants.

Plaintiffs’ remaining claims are for negﬁgence, conversion, constructive trust and an allegation
that defendants are guilty of intentional interference with contractual relations, the conttact being the
JVA between Heli Ops and C4. Again, there is no épeciﬁc aﬂegatiovn o.f which defendant acted to
interfere with the relationship between Heli Ops and C4.

For the reasons set forth below, Plaintiffs’ claims for fraud, civil conspiracy and intentional
interference with contractual relations must. fail.

POINTS AND AUTHORIT]ES
L
ARGUMENT
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The JVA contains a choice of law provision which states “This agreement shall be construed

" and enforced under the laws of the State of California.” It is unclear whether the fraud, civil conspiracy |

and other tort clainis are controlled by this contractual provision or whether Nevada law applies.
However, under the laws of either state, Plaintiffs’ fraud and civil conspiracy claims fail. Even after
years of litigation and exhaust_iv_e discovery, Plaintiffs have unearthed no facts supporting the fraud and
civil conspiracy claims, and in fact, the evidence shows that these claims must now be dismissed as a

matter of law based on the undisputed evidence set forth below.

A. Applicable Nevada Law.

1. Pleading Fraud. Asan initial matter, fraud must be pled with specificity a set |
forth in NRCP 9(b). The complaint, on its face, fails to allege any specific conduct by Price or
Shackelford that can satisfy the rule. On that ground alone, the claim should be dismissed. A Rule 9(b)
motion filed early in the case was denied, but discovery is now virtually complete, and it is now eVident
tnat the lack of specificity was necessitated by a lack of evidence to support the claims, making this
motion ripe for consideration.

2. Elements of Fraudulent Misrepresentation. Under Nevada law, a plaintiff has

the burden of proving each and every element of a fraudulent misrepresentation claim by clear and
convincing evidence. Those elements are: (1) a false representation by the defendant; (2) dqfendant’s
knowledge or belief that its representation was false or that defendant has an insufficient basis of
information for makjng the representation; (3) defendant intended to induce plaintiff to act or refrain
from acting based upon the misrepresentation; and (4) damage to the plaintiff as a result of relying on
the.misrepresentation. Bafmetﬂer v. Reno Air, Inc., 114 Nev, 441, 956 P.2 1382 (1998).

3. Elements of Inducement. Ifa plaintiff fails to establish an essential element,

the facts, “disputed or otherwise, as to the other elements are rendered immaterial and summary
judgment is proper.” Id. To establiéh a cause of action for fraud in the inducement, a claim made in
this case, a plaintiff must establish by clear and convincing evidence that (1) defendant made a false
representation, (2) defendant had knowledge of the falsity of the representation, (3) defen.ciant intended
to induce plaintiff to rely on the representaﬁon, (4) plaintiff justifiably relied on the representation, and

(5) plaintiff suffered damages as a result of this reliance. J.4. Jones Constr. Co. v. Lehrer McGovern

~
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Bovis, Inc., 120 Nev. 277, 290, 89 P.3d 1009, 1018 (2004). Lack of justifiable reliance bars recovery.
If the recipient of the representation has information which would serve as a danger signal to any normal
person of his intelligencé and experience, there can be no justifiable reliance. Pacific Maxon v. Wilson,
96 Nev. 867, 870 (1980). |

4. Elements of Fraudulent Concealment. Nevada law also allo_WS a cause of

action for fraudulent concealment. To prevail on this claim, a plaintiff must prove that (1) the defendant
concealed or suppreésed a material fact; (2) the defendant was under a duty to disclose the fact to
plaintiff; (3) the defendant intentionally concealed or suppressed the fact with the intent to defraud the
plaintiff; that is, the defendant concealed or suppressed the fact for the purpose of inducing the plaintiff
to act differently than he would have had he known the fact; (4) the plaintiff :was unéware of the fact
and would have acted differently had he known of the concealed or suppressed fact; and (5) as a result
of the concealment or suppression of the fact, the plaintiff sustained damages. Dow Chemical Co. v.
Mahlum, 114 Nev. 1468, 970 P.2d 98 (1998). Nondisclosure becomes the equivalent of fraudulent
concealment when it becomes the duty of a person fo speak in order that the party with whom he is
dealiilg may be placed on an equal footing with him. Id. And, a duty to disclose may arise from the
existence of material facts peculiarly within the knowledge of the pé.rty sought to be charged and not
within the fair and reasonable reach of the othér party. Id As will be readily discerned from the
deposition testimony set forth below, Plaintiffs have not and cannot prevail on their fraud claim under
Nevada law. |
Here, there is no evidence that Defendants Price, Shackelford or Baker made a false
representation to the Cains or concealed or suppvr‘essed material facté; no evidence that the Cains
justifiably relied on any representation made by any of these same defendants. As will be set forth
below, none of these defendants had a duty to disclose any undisclosed facts to the Cains, because there
were no material facts “peculiarly within the knowledge” of the defendants and not within the fair and
reasonable reach of the Cains, who performed their oWn due diligence with the help of their financial
advisor, Kerry Rucker, and their CPA, Dan Witt. '
5. Civil Conspiracy. When a plaintiff cannot prevail on a fraud claim, a civil

conspiracy to commit that fraud must also fail. In order to prevail on a claim of civil conspiracy, a

. : ANNOOS
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plaintiff must establish the following elements: (1) show that two or more persons, by some concerted
action, intend to accomplish an unlawful objective for the purpose of harming another,~and damage
results from the act or acts of the conspirators. Mahlum, citing Sutherland v. Gross, 105 Nev. 192, 196,
772 P.2d 1287, 1290 (1989). Civil conspiracy requires that the defendants have an infent to accomplish
an unlawful objective for the purpose of harming another. To prevail on a civil conspiracy action, a
plaintiff must prove an agreement between the tortfeasors, either explicit or tacit. Finally, proof of an
agreement by itself is not sufficient to carry the day. Rather, it is essential that the conduct of each
alleged tortfeasor be, in itself, tortious. Mahlum. -

In this case there is no evidence showing an agreement among the defendants, either explicit or
tacit, entered into with the intent to accomplish an unlawful objective.

Plaintiffs’ civil conspiracy claims against Price and Shackelford fail because, as demonstrated
below, they cannot prove either an agreement, either explicit or_' tacit, an intent to accomplish an

unlawful objective for the purpose of harming another, nor the tortiousness of the conduct of each

-alleged tortfeasor.

B. Applicable California Law.

1. Elements of Fraud. Under California law, the elements of fraud are (1) the
defendant made a false represéntation as to a past or existing material fact; (2) the defendant knew the
representation was false at the time it was made; (3) in making the representation the defendant intended
to deceive the plaintiff; (4) the plairitiff justiﬁaBly and reasonably relied on the representation; and
(5) the plaintiff suffered resulting damages. As in Nevada, in order to establish a cause of action for
fraud, a plaintiff “must plead and prove in full, factually and specifically, ail the elements on the cause
of action. General and conclusory claims of fraud will not suffice.” Conrad v. Bank of America, 45
Cal. App. 4th 133, 156 (1996). In Small v. Fritz Companies, Inc., 132 Cal. Rptr. 2d 490, 30 Cal. 4th
167, 65 P.3d 1255 (2003), the California Supreme Court stated the elements of fraud as follows:
“(a) Misrepresentation (false representation, concealment or nondisclosure); (b) knowledge of falsity
(or “scienter”); (c) intent to defraud, i.e., to induce reliance; (d) justifiable reliance; and (e) resulting

damage. The deceit necessary to support a fraud claim includes the suppression of a fact by one who
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is bound to disclose it or who gives information of other facts which are likely to mislead if they are
not disclosed.
As with the elements of fraud under Nevada law, the evidence set forth below defeats a fraud

claim under California law.

2. Civil Conspiracy. Under California law, a civil conspiracy is not a cause of
action. L.4. Mem’l Coliseum & Comm’n v. Insémniac, Inc., (Cal. App., 2015). Rather, it is a legal
doctrine that imposes liability on persons who, although not actually committing a tort themselves,
share With the actual tortfeasor a common plan or design in its perpetration. Id. Consequently, an
agreement to participate in wrongdoing is not actionable unless the tortious acts are actually performed
pursuant to the agreement. Id.

The California Supreme Court has identified the elements of a conspiracy to defraud as: (1) the

formation and operation of a conspiracy and (2) damage resulting to the plaintiff from an act or acts

done in furtherance of the common design. Applied- Equipment Corp. v. Litton Saudi Arabia Ltd., T

Cal. 4th 503, 510-11 (1994), cited in L.4. Mem’l Coliseum & Comm'n v. Insomniac, Inc., supra.
»Thus, if California law is applied, Plaintiffs must be able t6 establish that Price and Shackelford
actually reached an agreement to participate in a tort that harmed the Cains and Héli Ops. As set forth
below, there is no evidence of such.
_ Undisputed Facts .
Evidence is called from the depositions of Plaintiff J efErey Cain, his certified public accountant,
Dan Witt, and his ﬁnanéial advisor, Kerry Rucker, all of whom have been deposed and whose testimony

is not only the only testimony regarding the fraud and civil conspiracy claims, but it is the only possible

'evidence available to support such claims, which it fails to do. Cited portions of T effrey Cain, Kerry

Rucker and Dan Witt’s testimony are attached here to as Exhibits 3, 4 and §, respectwely

A. Testimony of Jeffrey Cain. Jeffrey Cain test1ﬁed that Dan Witt was his accountant and
Kerry Rucker is a stock broker. See Cain Deposition Transcript (“Cain Transcript”), p. 15, lines 24-

25; p. 16, lines 1-19.} Cain testified that the traﬁsaction in which he was to loan money to C4 was

! As it turns out, Rucker is not a stock broker or a hcensed financial advisor. That ev1dence will be set forth in the
summary of Rucker’s deposition testimony.
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proposed to him by Witt, who had received the information about C4 from Rucker. Cain Transcript p.
32, lines 19-25. Cain testified that Rucker adyised him that he should “definitely look at it and do our
due diligence and see what it turned up.” /d Cain testified that he ;callced extensively about the
transaction with Witt. Cain Transcript p. 35, line 15. Cain testified that he asked Rucker to investigate
the viability of the C4 proposal, along Witt, that they did so and that he had confidence in Rucker and

- Witt, “first and foremost.” He testified that Witt advised him that the C4 loan was a good investment

after Witt met with D.R. Rawson and associates in Los Angeles, a meeting attended by Witt and Rucker. |
Cain Transcript p. 36, lines 1-15. . |

There is no evid-ence‘ that Defendants Price, Shackelford or Baker were at the meeting in Los
Angeles. Cain knew only that D.R. Rawsén, a purported lawyer named John Hayner, and another
broker named Randal Sherwood were at the meeting representing C4. Cain did not attend the meeting.
Cain Transcript p. 37, lines 2-17. .

Cain testified that prior to the meeting in Los Angeles, he had not personally télked with any
person he believed he was an officer or director of C4. Cain Transcript p. 38, lines 23-25; p. 38, line 1.
Cain testified that after Witt and Rucker attended the meeting in Los Angeles, Witt encouraged him to
participate in the CMO transac‘;ion .With C4. Cain Transcript p. 39, lines 2-5.

Cain testified that after receiving positive recommendations from Witt regarding the investment,
a telephone conference call took place with D.R. Rawson and other officers and directors of C4. Cain
Transcript p. 41, lines 15-19. During the telephohe conference call, Cain testified that he recalled that
“definitely Mr. Rawson, Mr. Price, maybe John Hayner came on it, but that’s all I can recall.” Cain
Transcript p. 41, lines 23-25; p. 42, [ iﬁe 1. Cain teétiﬁed that he could not recall who did most of the
talking during the conference call. Cain Transcript p. 42, lines 2-10. Cain testified that his recollection
of talking to Price during the conference call was that they only talked about their mutual involvement
in oil and natural gas businesses. Cain Transcript p. 42, lines 11-19.

Cain recalled that Rawson told th on the conference call that he had “done” CMO investments
before and that Rawson promised him that for a million dollars Adown, within 30 days_ Cain would
receive $20 million and that Cain found this proposition plausiblé;. Cain Transcript p. 43, lines 8-19.

Cain believed the proposition was plausible because “we were dealing with something tangible, a CMO,
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that produces a dividend, that the conipa.ny in general, the board of directors were all extremely
experienced individuals, very successful businessmen, and that a financial institute at that time would
be taking them under théir possession with me being‘part of the account being able to monitor that
account and follow it on a daily basis.” Cain T ran;scripz‘ - 43, lines 22-25; p 44, lines 1-4.

Other than Mr. Rawson, Cain testified that he could not remember any other person during the
conference call tell him that they had engaged in CMO transactions previously.. Cain Transcript, p. 44,
lines 5-8. Cain later recalled that another board member of C4 named Mike Kavanaugh also was an
active participant in the conference call. Caz'ﬁ Transcript p. 44, lines 20-25; p. 45, lines 1 '37

Cain testified that subsequent to the conference call, he had no contact with anyone from C4
again before he executed the Joint Venture Agreement, although he did have further discussions with
Witt, who continued to recommend the transaction to Cain. Caz'n Transcript p.45, lines 10-19. Cain
testified that he did no personal investigation of CMOs before he signed the Joint Venture Agreement.
Cain Transcript p. 43, lines 20-22. » o |

Cain testified that the only conversation he had with Richard Price after the initial conversation
in the telephone conference call was a call he made to Price regarding where the money should be wired
for the loan to C4. Cain Transcript p. 64, lines 3-9.

He testified that when he had questions about what was going on, the person he contacted was
Rawson. Cain Transcript p. 64, lines 10-12. '

Cain testified that he had no knowledge about the internal workings of C4. Cain Transcript p.
64, lines 13-15.

When asked if he had any information to suggest that Price was experiénced in CMO
transactions, Cain answered “No.” Cain T ranscript p. 66, lines 22-25; p. 67, lines 1-2. He testified
that he never turned to Price to explain the CMO transaction or its leveraging or any of the nuances of
it. Cain Transcript p. 67, lines 3-6. He testified that the oniy knowledge he had of Price was contained
in his biography on the C4 website. Cain Transcript p. 67, lines 7-10. Cain admitted that his decision
to loan money to C4 was not based on anything Price told him, but was “based on C4 the company as |
a whole, not an individual.” Cain Transcript p. 67, linesl4-13.

Cain testified that his only knowledge of‘the role Price played in the decision making for C4
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was that he set up Wells Fargo and an EKN (brokerage) account and his name appeared on oorpofate
resolutions and that those things he was doing in his capacity as an officer of >C4., Caz'n"T ranscript p.
67, lines 20-25; p. 68, lines 1-6. Cain testified he had no knowledgé of whether Price was directed by
anyone to do these activities and no information whether Price could act without Rawson’s approval.
Cain Transcript p. 66, lines 7-12. He testified that he had no information or documents suggesting that

Price knew at the time Cain lent money to C4 that Cain would not be repaid. Cain Transcript p. 68,

-lines 13-16.

Cain testified that he was unaware of any activity by Price that interfered with the Joint Venture
Agreement. Cain Transcript p. 68, lines 22-25, p. 69, line 1.

Cain testified that he had no information that Price reached an agreement with someone else to
commit fraud against him. Cain T fanscript‘p. 69, Zines 2-5.

With respect to Shackelford, Cain testified that he had never met Shackelford, ne'vér spoken to
him, héd received one e-mail from him that was cc’d to everybody, couldn’t remember the subject of
the e-mail and that Shackelford had never, to hié knowledge, held himself out to be acquainted with
CMOs as an investment opportunity. Cain Transcript p. 71, lines 15-25; p. 72, lines 1-20. Similarly,
he testified that Price was not portrayed to him as a person knowledgeable about CMOs. Cain
Transcript p. 72, lines 21-23. N |

Cain testified that he had no documents or information that suggested that either Price or
Shackelford could control the decisions of C4. Cain T ranscript p. 72, lines 24-25; p. 73, lines 1-4. He
testified that he had no information that Shackelford was aware before Cain made the loaq to C4 that it
would not bé repaid. Cain Transcript p. 73, liﬁes 5-12. He testified that he had no information that
Shackelford took any action that was a breach of the Joint Venture Agreement with C4. Cain Tfanséripz‘
p. 73, lines 13-16. He testified that he had no information that Shackelford reached an agreement with
someone else to commit fraudra‘gainst Cain. Cain Transcript p. 73, lines 17-20.

Cain testified that he had no knowledge that Price or Shackelford participated in the drafting of
ar document on the C4 website describing the leveraging of CMOs. Cain Transcript p. 203, lines 1-6.
Cain testified that he had no knowledge of any participation by Price or Shackelford in the transfer of
the CMOs from EKN to Penson to Golden Sumﬁﬁit by Shackelford and only surmised that Price may
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have had something té do with it because he set up the initial account at EKN to hold the CMOs. Cain
Transcript p. 205, lines 15-24. Still, Cain testified he had no personal knowledge of Price setting up
tﬁe Penson or Golden Summit accounts. Cain Transcript p. 206, lines 1-6.

Cain testified he had no knowledge of who directed that payments be made to various defendants
and others from the Wells Fargo account where Cain deposited his money. Cain Transcript p. 206,
lines 7-14..

Finally, Cain testified as follows:

Q. You were asked also about the term “Inducement.” And I don’t really want
to talk about the term itself, but part of your claim, as I understand it, is that
the officers and directors of C4 misled you into makmg the loan that you
made. Is that a fair assessment?
Through the way they represented C4, yes.
Okay. This is where your answer to me is not as responsive as I want it to be
because who is “They”? when you say “They,” who are you referring to?
Everybody that was a board of director. Everybody that was an officer in the
corporation. |
Alright. So now I’'m going to ask you with respect to my clients. Do you
recall today any statement, either written or oral, or by giving you a thumbs
up from Mickey Shackelford that induced you to make this loan other than
the things you’ve talked about?
Mr. Matuska: While, that’s kind of vague now. What’s your understandlng
of what’s been talked about?

oor o

The Witness: C4 linkage.
Q. (By Mr. Forsberg): The website and the fact that they were all part of CA4.
~ Was there - -
~ Mr. Matuska: And blos‘7 Are you counting bios?
The Witness: Yes.

Q. By Mr. Forsberg): The website, the bios on the website.
A, Other than that, no.

Q. Allright. And the same question about Mr. Price.

A. Mr. Price was in the conference call that I had two or three days after the
meeting in L.A., and we talked for five or ten minutes. Obv1ously, he made
me feel really comfortable with the investment.

But I think your testimony, if I understand it, and I’m not putting words in
your mouth or trying to trick you or anything like that, but I recollection of
your testimony was that you ta]ked about the oil industry.

Yes, we did. ,

And that as a result of that conversation, you recognized his expertise in that
area, and you had a bond with him because you’re in the same business as
well?

Yes.

And that is what gave you the comfort level?

o> 2

o>
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A That, but we carried on to C4, I think very briefly. It wasn’t that long a
conversation with all of them, but very brleﬂy and to C4 and how it operated.
Yes. It wasn’t just about the oil-and gas industry.

Q. Al right. Do you recall whether he made any representations about hlS
knowledge of CMOs in that conversation?

A. Ican’t remember.

Cain T ranscript p. 208, lines 22-25; p. 209-210. Cain also testified that Rawson directed him to Price
and that Price Waé filling in Cain’s lawyer, Bill Parker “on how this deal was proceeding because
naturally, my lawyers are wondering when I’'m going to get paid.” Cain Transcript p. 211, lines 13-24.
But Cain also testified that the only communication he had with Price in December of 2009 at the
inception of the transaction was “just the email to me on phoning up Brannigan with Wells Fargo. [
had an email from Price pertaining to that.” Cain Transcript p. 212, lines 24-25, p. 213, lines 1-8.

With respect to the experience of C4 and the individual defendants participat'mg in transactions
involving CMOs, Cain testified that his belief that C4 could handie a CMO transaction was based on
representations made by means other than receiving it from the remaining defendants. He testified that
his understandiﬁg of C4’s experience was acquireld as follows: o

Well, the prospectus said it, Rucker talking with Rawson and Sherwood and then
at no time did we not doubt that they weren’t dealing with CMOs. The actual names
of the people, though, I just - - I know definitely Rawson. Definitely Sherwood.

In summary, Cain’s testimony shows that Price, Shackelford and Baker made no representations
to him regarding the experience of themselves or C4 in buying or otherwise investing in CMOs, made |
no representations about the return Cain would receive by making such a loan/investment, no |
representations that they personally were involved, were éxperienced in CMO transactions or
investments and in fact made no representations, let alone false repfesentat_ions, to Cain of any kind or
of any substance.

Moreover, Cain does not dispute that he directed his own CPA and financial advisor to perform
due diligence on the transaction he was contemplating with C4, and that they encouraged him to make
the loan and investment. | o

Finally, Cain testified that he had no knowledge of any agreement among defendants Price,
Shackelford and Baker and any other pérsoh. The entire foundation of the complaint is that Cain relied
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on the biographical information presented about the remaining defendants posted on the C4 wébsite
which demonstrated their'history of success in their various occupations, but made no representation '
regarding their experience with CMOs. |
B. Testimony of Kerry Rucker. '
Kerry Rucker is thé Cains’ financial advisor. Rucker, as Mr Cain testified, was the individual
that first brought the C4-CMO transaction to the attention of the Cains. As set forth above, Cain
described Mr. Rucker as his financial advisor. Like Mr. Cain, Rucker testified about the telephone

| conference call that proceeded Cain’s decision to make the loan to C4. He testified that Rawson

initiated the call and that Rawson, Kavanagh, Baker and Price were on the call and perhaps Shackelford.
See Rucker Deposition Transcript (“Rucker Transcript”) p. 14, lines 6-13. Rucker testified that after

the call hé saw no need to have further conversations with C4 or the individual defendants:

Rucker Transcript p. 15, lines 21-25; p. 16, lines 1-2.

Rucker could not recall whether Baker said anything during that call. Rucker Transcript p. 16,
lines 6-9. Thereafter, Rucker could not recall communicating with anyone other than Rawson who was
associated with C4: |

Q. ...Was there a second communication with C4 following that conference
call?

There were many conversations.

All right. So we’re going to stick to November of 2009. Let’s talk about the
second one. ,

Um-hum. ,

Who was involved in that discussion? -

I don’t remember specifically.

Was Mr. Baker involved?

I don’t remember specifically. ,
“Was Mr. Rawson involved in that discussion?
More than likely yes. ‘ :

Do you remember what was discussed during the second - - was it a
conference call or just a person-to-person call?

It was a - - not necessarily - - I don’t remember if it was a conference call or
- - it was more so a-call about following up with the CMO program. Trying
to learn more about the CMO program.

Okay. And who was involved in the call?

I don’t remember specifically.

Well, we know you were involved, right?

> OFPOPOPOr OF
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Rucker then testified regarding the due diligence he performed on behalf of the Cains:

A Well, we personally flew to California, myself and Dan Witt, which is the
Cains’ CPA, in order to meet with their entire team and to research and to
investigate this program. So it started with that.

He further testified that:

I have a background in finance, so I - - I’'m familiar with CMOs and financial
instruments. And when we researched C4, we did investigations on their company.

He went on:

It was my job to help investigate C4, along with Dan Witt and Mr. Cain, as well as
anybody else - - and I am sure his wife was included in that - - and it was our job
to actually evaluate the guys. It was my job to investigate C4 and to evaluate the
CMOs that were being purchased, which is what we did.

Rucker Transcript p. 34—35 . Rucker testified thathe had a “working knowledge of CMOs” and that he
had dealt with them before. Rucker Transcript p. 37, lines 3-6. Rucker testified that with respect to
CMOs, he contacted a couple of investment advisors he knew and askedfhem for information. Rucker
Transcript p. 39, lines 9-13. He testified that he believed the Cain investment, being secured by the
CMOs made him feel good about the investment. Rucker Transcript p. 39, lines 17-20.

He testified that Rawson told him that the CMOs would be rated A+. Rucker Transcript p. 41,
lines 24-25. He testified that as he recalled, the CMOs that were eventually purchased were A+. Rucker
Transcript p. 42, lines 1-3. ‘

Rucker testified that he and Witt, after performing their due diligence, were comfortable with

_ the transaction:

Q. Okay. You eventually recommended that the Cains enter into this agreement
with C4 to purchase CMOs, correct?

A. Tand Dan Witt came to - - after our visit with C4, decided we’d be secure in
entering into this investment.

The “visit with C4” did not include Price, Shackelford or Baker. Rucker went on to testify as follows:

Q. You were telling me earlier that part of the reason, I think, that you
recommended that the Cains proceed with this investment is because of this
experience of the various people involved with C4. Is that accurate?

1 , 00N014




L

O © oo ~N o6 o A W N -

NN N NN N NN o A aAa A aa aa oA
® ~N O A O®N 2 O © ® N O oA W N

A. And also earn investment secured by CMOs.

Rucker T ranscript p. 54, lines 16-21. He testified that “I concluded based on the evidence in what was
being told to me and Dan Witt that \7\;6 would be secure, because we had CMOs to help us out in that
security, as well as a good team.” Rucker T ranscrz'pz‘ p. 69, lines 15-18. He testified that CMOs carry
a “very low” risk. Rucker Transcript p. 69, lines 21-24. |

With respect to the promise by Rawson that the Cains would receive a twenty ~fold return on
their $1 million investment within 30 days, Rucker testified: “P've seen that happen in the real estate
industry, as well as in the investment industry.” When asked if that were a common occurrence, Rucker
testified “if you know what you’re doing.” |

Rucker testified that the CMOs purchased by C4 were owned byvthe Cains and that he knew
this because fh@ir name was on the account holding the CMOS. Rucker Transcript p. 76, lines 19-22.

With respect to Price, Rucker testified that during between 3-5 conference calls involving
himself and people associated wifh C4, that he could not recall anytbjng that was said by Price. Rucker
Transcript p. 152, lines 17-25; p. 153, lines I-7. Similarly, he could not recall anﬁhing that was said
by Shackelford. Rucker Transcript p 153, lines 13-22. He also could not recall Price or Shackelford
holding themselves out as-being experienced in transacting CMOs. Rucker Transcript p. 154, lines 2-
17.

C. Testimony of Dan Witt.

Dan’ Witt is the Cains’ CPA. Witt is va certified public accountant. See Witt Deposz‘tion
Transcript (“Witt Transcript”) p. 5, lines 11-12. With respect to the transaction with C4, Witt testified
that his role was “just investigaﬁng and I guess evaluating Mr. Rawson and what the ‘deal was that he
was offering.”

- Like Rucker, Witt testified that he travelled to Los Angeles to meet with representatives of C4.
Witt T, ranscripi p. 12, lines 6-7. Rucker testiﬁed that the meeting in L.A. included Rawson, Randal
Sherwood and John Hayner. Witt Transcript p. 12, linesr 9-13. He testified that at the portion of the

_meeting that took place at a restaurant, D.R. Rawson was doing most of the talking, Witt Transcript p.

13, lines 7-10. -He testified that then the group met at a hotel and that meeting indud;d Sherwood,

Rawson and Hayner and another person or two that he did not know. Witt Transcript p. 13, lines 22-
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25. He testified that at this meeting at the hotel CMOs were first discussed. Witt T ranscript p. 14, lines

4-8. He testified that it was Rawson who promised that the return on the Cains’ loan would be $20

million within 30 days. Wiit Transcript p. 14, lines 9-16. When asked if Baker was at any of the

meetings in Los Angeles, Witt testified that he could have been but that he didn’t remember who the

other people were and didn’t recall having any conversation with anyone else other than Sherwood,

Rawson and Hayner. He testified that “Rawson was the main guy.” Witt Transcriptp. 15 , lines 14-24.
Witt testified that he returned from the meeting and reported to Jeff Cain, telling him:

I don’t remember exactly, but probably that it was ok, which was, you know, part
- - or not in part - - but a significant part of that deal was that the CMOs were
security for the loan. '

Witt Transcript p. 16, lines 9-12. He went on to testit;y that “I did know about the CMO securities.
And, you know, as long as they secured the million, that relieved a lot of the due-diligence-type part of
it.” Witt Transcript p. 16, lines 24-25; p. 17, lines 1-2. Witt testified that during this time period he
probably had telephone calls or conference calls involving C4 representatives but he had no memory of
them. Witt Transcript p. 18, lines 18-23.

In a discussion about who described the value of the CMOs in the proposed transaction, if was
Rawson, Kavanagh and perhaps Sherwood who discuSsed these matters With him. Witt Transcript p.
21, lines 2-25; p. 22, lines 1-6. The only way that Price, Shackelford or Baker influenced his thinking
regarding C4 and the CMO transaction was the “high management level and ownership and
responsibility there and also their standing in a professional community.” Wizt Transcript p. 27, lines
11-18. Witt testified that he believed that Rawson omitted informaﬁon that would have been important‘
to understanding the CMO transactioﬁ. Witt Transcript p. 32, lines 16-25; p. 33, lines 1-21. Hetestified
that Rawson and Sherwood talked about other investors joining the offering and talking about _their.
experience with CMOs. He testified that he was caught off guard when Rawson withdrew the interest
and dividends from the account without oui knowledge.” Witt Transcript p. 38, lines 14-17.

Witt, like Rucker, was not skeptical of the huge return on the Cains’ $1 million investment:

Q. Putting aside the C4 transaction, have you ever seen an investment that
netted a 20-fold return inside of 30 days? '
A. Oh, yeah. Absolutely.

| 000016
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Witt did not recall being on a conference call with members of C4, nor did he remember either
having met or had any telephone conversations with Price or Shéckelfor_d. Wit T ranS&riPz‘, p. 50, lines
8-23. He didn’t recall receiving or sending e-mail to or from Price or Shackelford. Witt Transcript p.
51, lines 10-20. |

Most important of all, Witt testified that neither Price nor Shackelford made any representation
to him or anyone else about the CMO investment or loan that the Cains were being invol%d in. Witt
Transcript p. 51, lines 21-25; p. 52, lines 1-2. Witt also testified as follows:

Q. Okay. So is it accurate to say that your testimony is that the only influence
they [Price and Shackelford] had on the Cains or you with regard to making
the loan to C4 was their status as members of the board?

A, Well, I can’t speak for the Cains, but that was - - in my case, that’s the
situation.

Q. Are you aware of anything that Mr. Price or Mr. Shackelford did with
respect to this transaction, other than their status as board members?
A, No. Other than Richard Price receiving the wired funds.

IL.
'STANDARD OF REVIEW
Summary judgment is appropriate and “shall be rendered forthwith” when the pleadings and

other evidence on file demonstrate that no “genuine issue as to any material fact [remains] and that the

‘moving party is entitled to a judgment as a matter of law.” NRCP 56(c); Tucker v. Action Equip &

Scaffold Co., 113 Nev. 1349, 1353 (1997). Until recently, a non-moving partyv was able'to assert that

summary judgment is precluded when there is the “slightest doubt as to the oi)erative facts.” Relying

on Parman v. Petricciani, 70 Nev. 427, 436, 272 P.2d 492, 496 (1954). Application of this standard

placed an extremely high burden on movants for summary judgment, and district courts relying on it
were understandably reluctant to grant summary judgment under any circumstances which did not

reflect the frivolousness of the non-moving party’s position.

200017
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In Wood v. Safeway, Inc., 121 Nev. 724, 121, P.3d 1026 (2005), the Nevada Supreme Court
réoohsidere’d the “slightest doubt” standard and concluded that it was too demanding and did not
comport with the United States Supreme Court deciéions in Celotex Corp. v. Cartrett, 477 U.S. 317
(1986) and Anderson v. Liberty Lobby, Inc., 477 US 242 (1986). The Nevada Supreme Court focused
on the determination by the U.S. Supreme Court that summary judgment should not be regairded as a
disfavored procedural shortcut but as an integral part of the rules of civil procedure, which are designed
to “secure the just, speedy and inexpensive determination of every action.” Id. at 4-5.

In turning away from the “slightest doubt” standard, the Nevada Supreme Court emphasized

anew that a non-moving party may not defeat a motion for summary judgment by relying on “the

.gossamer threads of whimsy, speculation and conjecture” (Pegasus v. Reno Newspapers, Inc., 118 Nev.

706, 713-14, 57 P.3rd 82, 87 (2002)), and that a non-moving party may not rely upon general allegations
and conclusions but must bﬁf affidavit or other evidence, set forth facts demonstrating the existence of
a genuine factual issue. Wood at 5. |

In light of Wood, other cases which have addressed the standard for reviewing a motion for
summary judgment should be viewed differently. For example, in Caughlin Ranch Homeowners Ass’n
v. Caughlin Club, 109 Nev. 264, 849 P.2d 310 (1993) the court held that summary judgment is
authorized by NRCP 56 when it is “quite clear” what the truth is and that no genuine fact issue remains
for trial. Moreover, the party against whom surhmary judgment is sought may not avoid summary
judgment on the mere hope that at trial it will be able to discredit the evidence presented in the motion
by the moving party. Pegasus v. Reno Newspapers, Inc., 118 Nev. 706, 57 P. 3d 82 (2002). Finally,
as Wood reaffirmed, a party opposing a motion for suinmary judgment may not sucéeed where it
presents evidence that is “mereiy colorable.” See also Bahrampour v. Lampert, 356 F.3d 969, 974 (9th
Cir. 2004). A factual dispute is genuine, and thus precludes summary judgment, only when the evidence
is such that a rational trier of fact could return a verdict for the non-moving party. Posades v. City of
Reno, 109 Nev. 448, 452, 851 P.2d 438, 442 (1993). .

Although the court must accept as true all evidence favorable to the party against whom the
summary judgment motion is made and accord such party all favorable inferences that may reasonably

be drawn from such evidence; Parman v. Petricciani, 70 Nev. 427 (1954); Polk v. MacMillan, 87 Nev.
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526, 527, 490 P.2d 218 (1971), it remains true that summary judgment is appropriate if “the facts and
law will reasonably support only one conclusion.” 7 |

| III.

- ARGUMENT

The testimony of Jeffrey Cain and his advisors demonstrate that under either Nevada or
California law, the Plﬁntiffs’ claims of fraud and civil conspiracy with respect to that fraud are
unsustainable and should be dismissed on summary judgment. All of the evidence presented by Price
and Shackelford in this motion was derived entirely from testimony from a Plaintiff and- the certified
public accountant and the financial advisor upon which he relied in deciding to make the $1 million
loan to C4.

As set forth above, fraud must be pled Witﬁ specificity. The circumstances that must be detailed
in the complaint include averments as to the time, the place, the identity of the parties involved, and the
nature of the fraud. Brown v. Kellar, 97 Nev. 582, 636 P.2d 874 (1981); Plaintiffs’ complaint in this
matter does not identify any conduct by Price or Shackelford Whétsoever, let alone with specificity,
sufficient to meet the pleadingvstandard. Allegations that all of the defendants created a false perception
regarding C4 gives neither the defendants nor the Court any idea how this false perception was created
by Price, Shackelford or Baker, nor what about the false perception was false. The complaint does not
detail when, where or how the false perception was created, nor does it allege any facts to suppoft the
claim that the purpose of creatih_g the false perception was in order to obtain funds from Plaintiffs in
some wrongful fashion. While the complaint uses the term “inducement” to describe this undefined
contact, and states that it “included in large part promotional materials and re'sumes‘ of all the
individually named defendants, it does not identify any conduct by Price or Shackelford that comprise
the “inducement” or that was false. The coﬁlplaint alleges that all the defendants knowingly allowed
Rawson to misrepresent to the Plaintiffs the intended use of the loaned funds without offering any facts
to show that any particular defendant knew thaf Rawson was making any misrepresentation. The

complaint does not plead with specificity how the conduct of any defendant induced Plaintiffs to

continue to defer taking legal action against Rawson and C4. Plaintiffs fail to provide facts sufficient

to support their claim that any specific defendant knowingly allowed Rawson to facilitate or allow the
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waste and improper disposition of the CMOs, which Plaintiffs do not deny were actually purchaséd by
C4 aﬁd placed in an account of which C4 and Plaintiffs were the acéountholders. |

The complaint fails to provide any facts supporting with any specificity why Plaintiffs’ reliance
on unspecified defendants’ representations were reasonable.

Without the requisite specificity in pleading, Plaintiffs’ fraud c1aim cannot go forward.
Notwithstanding the deficiency of the pleading, the evidence set forth above shows that at least two
elements of a fraud claim cannot be met.

First, Jeffrey Cain, one of the Plaintiffs, repeatedly testified that he has no knowledge of or
document supporting an assertion that a false representation was made by either Price or Shackelford.
His testimony was consistent in this regard. Rather, his only contention is that by being a member of
the board of directors with a resume showing a long history of success in business, that “representation”
is sufficient to meet the requirement that a false represeﬁtation by the defendant be proven by clear and
convincing evidence as set forth in Bdrmetﬂer, ;supra. Plaintiffs do not allege tha“t the resumes or
biographies of the defendants upon which they based somé of their confidence in C4 were false. Nor
do they allege that either Price or Shackelford made any representation to Cain regardiﬁg the terms of
the loan, the risk present in a CMO investment or made any prorrﬁse of a return on the;t investment.
Insteéd, Cain, and his advisors, all admit that neither Price nor Shackelford made any representations
to them that were material to the decision to mé.ke the loan to C4. The testimony set forth above shows
that Cain relied on the representations of Rawson, and not on any representation by Price or|.-
Shackelford, of which there none to begin with. Cain also testified that he relied “first and foremost”
on the counsel of his CPA, Dan Witt, to whom he had entrusted the task of performing due diiigencé
with respect to the proposed transaction and who, after performing that due diligence, recommended
that Cain and Heli Ops make the loan. In the absence of any representation made by Price or
Shackelford to a Plaintiff, the first element of a claim for fraudulent misrepresentation cannot be proven.
This is true under either Nevada or California law.

Second, the ‘second element,.a defendant’s knowledge or belief that ité representation was false
cannot be proven. In this case, even if a represeﬁtatibn were made, there is no evidence that Price or

Shackelford had any knowledge of a representation made by any other defendant, and in fact, the
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representations by Rawson regarding the security of the investment and the astounding return were
corroborated by both Rucker and Witt in their depositions. Witt, m particular, testified that such a
return was “absolutely” possible. Rucker, who clainléd extensive experience with CMO transactions,
was also certain that a 20-fold return on investment was possible by in\}esting in CMOs. Therefore, the
only evidence available and before this Court is that the representations regarding CMOs made by
Rawson were true. There can be no knowledge or belief that a representation was false if thé
representation was not false to begin with.

The lack of any representation by Price and Shackelford and the lack of falsity in any of the
representations made to the Cains completely defeats the claim for fraud.

Plaintiffs undoubtedly will argue that notwithstanding the lack of any falsé representations made ‘
by Price or Shackelford, they knew at the time the Cains were considering lending to C4 that the plan
was to take the Cains’ money and convert it to their own purposes. Again, there is no evidence to
support thig proposition, and it is belied by the fact that C4 m fact purchased CMOs and placed them in
an account co-held by the Cains and/or Heli Ops. The element of scienter simply has not and cannot
be proven.

Inferring from the complaint a claim for fraud by con@eahnent or failure to disclose is unhelpful
to Plaintiffs. The first element of a fraudulent concealment claim is that the defendant concealed or
suppressed a material fact. Neither the complaint nor the testimony of Cain, Witt or Rucker identified
any fact that was concealed from Plaintiffs. In order to conceal or suppress a material fact, a defénda.nt
must have knowledge of the fact and intenﬁonally suppress or conceal it. That sinlpiy is not the case
here,. Whére there is no evidence that the defendants were aware of a fact materiél to the Cains and
deliberately did not disciose it. The inability to prove that either Price or Shackelford "mtentioﬁally
concealed the fact ﬁth the intent to defraud Plaintiffs, the third element of the tort, also defeats the
fraudulent concealment aspect of the fraud claim. In the context of a motion for summary judgment, a
non-moving parfy is-not permitted to rely on his pleadings nor on conclusory statements, nor on the
assertion that he will be able to prove an element of a claim at trial. Rather, in response to the motion,
he must produce evidence to the Court of such evidence in order to create an issue of material fact.

Since Plaintiffs simply cannot show that Price or Shackelford either concealed or suppressed material
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facts or did so intentionally with the intent to defraud the Cains or Heli Ops, that aspect g;f their claim
that alleged fraudulen’/t‘concealment fails. Finally, where the Caiﬁs directed their own fiduciaries, a
financial advisor and a CPA, to perform due diligence with respect to C4, its oﬂicefs and directors, and
the transaction itself, and those professionals advised them to proceed with the transaction, there can
be no justifiable reliance on anything done or not done by Price and Shackelford. The fraud claim cannot
withstand scrutiny, and it must be dismissed. - |

In California, just as in Nevada, general and conclusory claims of fraud will not suffice.
Therefore, as under Nevada law, Plaintiffs’ fraud claim fails because of the complete absenc;e of a false
representation -made by them, knowing the repreéentation was false, intending to deceive the Plaintiffs.
See Conrad v. Bank of America, supra. Plaintiffs sihlply have no evidence of a knowing
misrepresentation by either Price or Shackelford, and a biography showing their success in their
respective fields that is truthful cannot satisfy this element of the fraud claim.

The failure of the fraud claim either as pled or based on the evidence, absolutely defeats the
civil conspiracy claim with respecf to fraud. Under either California or Nevada law, a civil conspiracy
claim must be suppérted by proof of both an agreement, described as the formation and operation of a
conspiracy, and damage to the plaintiff from an act or acts done in .furtherance of the common design.
That common act or design must be intended to accomplish a wrongful act such as fraud. The Plaintiffs
have pled and produced no evidence of an agreement to commit fraud. The only agreement evident in
this case that might be alleged are the actions taken by the C4 board of directors, which included the
remaining defendants. But, thgre is no evidence that even these actions taken in concert were intended
to defraud rthe Cains, in light of the advice given to the Cains by their own ﬁdﬁciaries, Witt and Rucker,
and the absence of any suggestion that any of the defendants, with the possible exception of Rawson,
intended té defraud the Plaintiffs. '

‘ Thé exemplary resumes of Price and Shackelford militate in favor of reaching a conclusion that
they had no such intent. Plaintiffs’ allegations of a civil conspiracy are based on nothing but speculation
unsupported by any facts: there was no fraud and ﬁo Conspiracy to commit fraud.

Finally, with respect to the ninth claim fof relief in the complaint, intentional interference with

contractual relations, Cain testified that he had no knowledge or documents that Price or Shackelford
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took any action to interfere with the fulfillment of fhe Joint Venture Agreement. This suggests that there
is no evidence to support the claim, and it also should be dismissed.‘ |
IV.
CONCLUSION

The facts of this case show that the Plaintiffs made a loan to C4 to be invested in CMOs, a
legitimate form of security in one and a transaction recommended by Plaintiffs’ own financial advisor
and certified public accountant who, even. after the loss suffered by the Cains, testified at their
depositions that the investment was an advantageous one for their clients. There is simply no evidence
of any false representation regarding the transaction made by Price or Shackelford and no evidence of
a conspiracy in which they participated, the goal of which was to wrong the Cains. The facts upon
which this motion are based cannot be disputed because they are the sworn testimony of the Plaintiff,
Jeffrey Cain and his trusted advisors. For all of these reasons, this motion for summary judgment on
the fraud, civil conspiracy and interference with contractual relations must be granted. |

The undersigﬁed does hereby affirm that this document does not contain the Social Security
Number of any person. |

Dated this ?)u/ day of August, 2015.

OSHINSKI & FORSBERG, LTD.

N

“ Mark Forsberg, Esq., NSB 4265
Attorneys for Defendants Richard Price
and Mickey Shackelford

- 900023
23




—

(0] ~I (6)] (&)} I w N —_ O «© [00) ~ (@] (@] N w N - Q «© co ~l < o EAN w N

CERTIFICATE OF SERVICE
I hereby certify that I am an employee of Oshinski & Forsberg, Ltd., and that on this date, I served the

within Motion for Partial Summary Judgment on the following individuals or entities by serving a true copy
thereof by the following method(s):

[X] enclosed in a sealed envelope with postage fully prepaid thereon, in the United States Post
Office mail, pursuant to NRCP 5(b)(2)(B); 7

[ ] via electronic filing pursuant to Nevada Electronic Filing and Conversion Rules (“NEFCR”)
o) |

[1] ‘hand delivery via Reno/Carson Messenger Service pursuant to NRCP 5(b)(2)(A);

[ ] electronic transmission (e-mail) to the address(es) listed below, pursuart to NRCP

5(b)(2)(D);and/or _
[ ] Federal Express, UPS, or other overnight delivery fully addressed as follows:

Michael L. Matuska, Esq. Michael K. Johnson, Esq.
Matuska Law Offices, Ltd. Rollston, Henderson, Crabb & Johnson, Ltd.
2310 S. Carson Street, Suite 6 P.O. Box 4848
Carson City, NV 89701 Stateline, NV 89449-4848
E 775-350-7222 o Attorney for Joe Baker
Attorneys for Plaintiffs
Jeffrey Edwards
Robert P. Mougin, Esq. 595 Chivas Court
Robert L. Thompson, Esq. Orange Park, FL. 33073
Kring & Chung, LLP Defendant

1050 Indigo Drive, Suite 200

Las Vegas, NV §9145-8870

702-260-9434 Fax

Attorneys for DR Rawson and Margaret
" Rawson '

I declare under penalty of perjury that the foregoing is true and correct.

Executed on this &\"&‘day of August, 2015, in Carson City, Nevada.

T@J(/r (X)@?MQ%

Sally Wet@arbee

) | 000024
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THIS JOINT VENTURE AGREEMENT {the "Agreement"), made ead entersd into 25 of this 29th day of
November, 2008, by and between C4 WorldWids, ine. 2 Califarnia corporation (hersinsfier PLATAY
and Hefi Ops Internationat LLC (herainafter "Ivp2). .

ARTICLE §
GENERAL PROVISIONS

161 Busingss Purposs. The business purpuse of the Joint Venture shall be to use the proceeds of the -
$1,000,060 USD loan from JYP that was signed for n & Fromissory Noate {Sxibit C) betesen VP and
CAWW lending COWW the capitat 16 sequire and then leverage Collateralized Morigase Obligations,
{LMOs) with a face valye of up 1o $1,600,000,000 UsD purchased from = lcensed U.S. Sseuritios Tradar.
The ohisctive I to gain 540,000,000 USD or more from the rasults thereof for the parties to thic
Apgresment.

1.028, Exhibits and Resolutions. The Securitles Accuunt Applikation used %o apply for 2nd secure CRD:

discussed herein shall be considared Exhibit A to this agreemment and shafll b fully complated and

execuind by ol parties before this Agreament is necented by elther party, C

1,02, CAWWY will provide R’ Corporate Resolution autherldng ¥ to borrow one milllon USD
© 451,000,000) frorn AP as = loas for the purpose os stoted s 1.2 abave. A hard copy of the resalution

styalt be congiderad Frhibit & of this Agreement.

- 1.02¢. JVP 15 hot reguirad 10 supply 2 copy of is Cornprae Nesolution suihorizing i 6o lend one milion
1IS0 [51,000,000} o SO

. 103 Term of the Agresment. This Joint Ventires shali commence on the date first above wriren and
ehall continus i existencs untl] the tarms of the Agreernsnt have beon mat by CAWAY.
ARTICLE If
SENERAL DEFHNITIONS
“Frie following comprise the generst definitions ofterms utilized in this Agreement:

2.01 Affillate, An Affiliste of sh ertily s & pafson that, directly or indirectly theough one or more
" intermediaries, confrols, is controlied by of Iz under commeon contro) oF such envdty,

202 loint Vemure. A bint Ventwe {pariicipation in the same business venturs) by twe or more partiss
. a3 defined by 2h Agreement between the pariies.

Pagzaof 10 . o m!fﬂglwﬂw% |
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2.03 Frofits. Any income of lase of the Partnership for fadsrsl income bex purposes determined by the
Partnership’s fiseal year, Including, without fimitation, gach Rem of Pannemth income, gain, loss of
deduction. :

ARTICLE Ht

OBELIGATIONS OF THE JOINT VENTURERS

- 3.01 Party Responsible. CAWW is sulely responsible for all operations and decisions of the Jaint Ventura

2.02 Priorily Compensation. CAWW hereby grants WP “priofty” compepsation from the proceeds and
profis desved from leveraging CMOs.

AETIRE IV
CMIO OWERMERSHIP AND COMPENSATION:

2.01 Initial CMO Ownership, The £MOs purchesed from the one millon LSD {5T,00G,000) JVP ivan t
CAWW walll be injtially owned ﬂﬁy-ane parcent {5194 by OF WeoeldWide, e mmﬂ forty-nine poresnt (2050
by Sl

Pt Lrr e £z afealh g weewn weear) sapile saben mn Aeede k B 3im B s Lk Fons dihw TH 8% Bolod by Tha pasEisipener af
this sgrepment. Within 48 ko of s création, ol perties may secssy and review the balznces aid
acthvity of this aczount & any time via the internet with & secure acoount aid PIN pumbsr,

%03 Finat CMIG ﬂwnrarshwp Pinal CMO ownership shall be held one hummd pereant {100%) by CAMW
#nd zore petcent {0%] by VP m:e the terms of 2,048 have bean met,

4 94 NP Compensation. The first twanty million USD {$20,000,000) received from the proceeds and
profits of laveraging the CROs In international trade will 20 to e .fVP on g prlorty basis prior to any

4 dishursements to CARW.

4,05 CAWW Compensation. CAWW will be comnpensated from the success of the venture when JVP s
bean fully compensatad per 4.04 above and proceeds and profits frem the venture exceed i:wenty
milition )50 ($213,003 008}.

4,06 Deposit of .NP Compensation, JVP authorizes ard divects CAWW 1o deposit compensation as

PacE 83728
Pap2 2 of 18

described in 4.04 above irto 2 VP account. Prior to final execution of this agreameant, JVP shall provide

CAWW with the following 2ecnunt inforation:

Poga 2 oF 10 , ' ' %Lﬂﬁmat% _
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G4 W # Ccca
Dabe: 11/2042008 Timw: §:44:98 Al

[Bank Name} M@ e o

PAGE 84728
Page3niic

[City anet Countryl...

1ABA Routing or Bank identification Number]

IName on the Accountl .

[Aceaunt Minber) :

{Bank Telephone Numbe‘%glﬁi).ﬁ_&i“ [e8q

[Banking Contact] VDR W, "PORTER, i

%"E D SE. NS, SEICTANCE £

ARTICIEY

RISHTS AND DUTIES OF THE JOINT VENTURERS

5.01 Business of the Joint Ventuee, CAWW shalf have full, exciusive spd eampiate suthorily ang
discretion In the marmmgameant and control of the busitss of the Joint YVerture For the purgoses hersin
stated and shall make all decisions affecting the buginess of the Juint Vanture. Ak such, any action taken
shall constitute the act of, and serve to bind, the Joint Venturs, CAWW shell manags sad control the
sifairs of the Joint Vesture to the best of its-abliity and shafi use Its best affoets t carry out the busingss
oF the Jomt Venmire. JVP shall not participate in of have any contzol over tha Joint Venture business nor
sl i hava any authority or right to act for or bind the Jeint Venture,

ARTICLE VI
AGREEMEMTS VITH THIZD FARTIES AND WATH AFFILIATES OF THE JOINT vENTURERS

6.01 Velklity of Transactions. Affiliates of the pariles to this Agreentent may be engaged to padom)
sepvices for the Joint Venture. The validity of any transaction, agreement or paymant invoking the Joipt
Vemure and any Affiliates of the parties 1o this Agreemert othenaise permitted by the tarms of this
Agreament shall mot by affectad by raasan of fe reiationehin between thom sad such AFlates o tha
approval of =aid transactions, agreement ar payment.

£.02 Other Busingss of the Parkies to this Agreement. The parties to this Agresmant and their respeciive
Affillatas may have interests in businesses other than the Joint Venture business, The Joint Yenture shal
not have the right to the incoms or proceeds derivext from such other business interests and, even

© they are campetitiva with the Partwershlp business, such business interests shefl not be deemed

wrongful or lImpraper,
- ARTICEE Vil
PAYNMENT OF EXPENSES

All expenses of the jolnt Venture shali be peid by (4 VWA snd shall be reimbursed by the folnt Venture,

Pege s P4l
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| ARTICLE ViR

INDEMNIFICATION OF THE JQINT VENTURERS

The parties to this Agreement shall have ro Bshility to the other for any loss stiferad which arfses ot of
any action or Inaction ¥, in good faith, it s determived that stich courss of consluct wes [ the best
Interests of the Joint Verture and such course of condud did not constituee negligente or miseangdut.
The pasties to this Agreement shall gach be indemnified by the other sgainst losses, judgments,
Habilities, expenses and amounts paid in settlement of any claims sustained by i in conneaction with the
Joknt Venbare,

ARNCLE R
EHSSOLATION

8.01 Events that will terminate this Agreement. The Joitk Venturs shall ba dissoived on the lasls of 464
zbove by upon aty ohe or combinstion of the following svents: o

[a) Once the agveed upon amoulit It 464 has been recelved by VP, this Agreement will expire,

(&} The aﬂ;uﬁitaﬁm of bankruptcy, filing of 2 petition purssant te s Chapter of the Fedopat Banlrupoy
Act, withdrawat, removal of insovency of elther of the parties.

{c} The sale ot other dispasition, not tncluding an exchange of ali, or substantisty all. of the loink
Vanture 23568, : ' .

(] Winstual apresment of the parties.
“ BETICLEX
MISCELLANEGS PROVISIONS
1001 E@oks. and Records. The Joint Ventiwe shall keep sdequate bodk§ #nd records at its place of

huslness, setting forth a trus and accurale account of 2ll business transactions arising out of and in
sopoctlon with the epmuct of the loint Yenture,

16.02 doint bank account. The funds inanad to CAWW wili bo held In 2 supatatd ol wshing peonuat Fom
i other CAWW furids. The JUF and COWW will jointly own 2 benk zecount whers +he proconds of the

- joan will e held, used and administered as determined by this Agreement. Pursuant & 5301 above,
AW will admiristar end controd the joint checking sccount,

10.05 Froot of Funds, Al meies recelved frem the VN at 4 leon 1o P shalf b= kapt in & sepacate

checking account from afl ather CAWW funds, see 10.02 shave. The VP wilf be zble to view the aecount
balarica pnline via the Internet at sny tirne from 2ay Internet and compuar engbled loration.

Page 4of 10 o . 'mwax% hﬁﬂal%
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10.04 Validity. In the event that any provision of this Agresmant sheil be held to bs invalld, the sene
ghell not affect in amy tespect whatsosver the validity of the remainder of this Agresment,

1005 Integrsted Agreement. This Agreement constitutes the entire understanding and agreement
omengz tha parties hereto with respect to the subject mattee hereof, and there ara ne BuTeement.
pnderstandings, restrictions ot wartenties among the paviies athar than thove set forth herein provided
far. )

-40.06 Headings, The headings, titles and subtitfes used in this Agreement are for ease of reference only
and shalt not cofiirol o 2ffeet the meardng oF conseruction of any provision hereof,

40,07 Notices. Except 26 may be otherwise spetifically provided in this Agreement, all notices required
ot parraittad hereunder shafl be in writing and shall be deamed to be deliversd wihen deposiied Ir e
United States mait, postage prepaid, ceriified or registered mall, retiirm recaipt reguested, 2ddrestedto
the parties =t thair respective addresses set farth in this Agresment or gt such nther addresses &5 may
he subseauently specified by writien notice.

10,08 Applicable Law and Venue. This Agreemant shall be copstrued ang enforced under the laws of the
State of Callfornia. '

10,08 O¢her Insiruments. The parties herete covenart and sgrae that dhey will sxecute each such ol
and furthar ingtruments and decuments as are or may become raasonsbly necessary of conveniant b
affectiiate ang carty out the purposes of this Agraement.

This portlon of the page left intentionsally biank.

' e
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5] VUETNESS WHEREDE, tha parties hereto have executed this Agm\;rhent and agres ta its tsrms and
canditions:
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Legent New Sueurtiles Actount Applicstion {separate pdff

{Thsiz Exhibit s a separate document but is cansldered tn b Exhibit A to this Agrsement}
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Exkibit B
£4 WorldWide, Inc. Corpovate Resolition

CERTIFICATE OF CORFORATION RESOLUTION:

To Seouny & Lo of § 1,808 05D

5. Ricland Price. Sertatase of CF WolSiVide, Ins, Jo herby corlify dhat of a Joly constiiuind
Ry of B Dissetons of the Crgparsdon held vie tieptaic #ad 2ecmunic communicader.
vm 1172, 3% an) ¢ wear spun 2 motion duly winde srof setuided, et e Boend = Diz=cions of
oW fivide, v wemimonslr adipied the fefhwigs mschdon,

RESCGLYED, hat the CEO M

aurherized to scara ¢ [2an in e ssnnt
of 1 v FLAREEAR GNEY im0 o1, 11O TR doummatmtion F sohich abill he g iohsk
veniume Agrrenmnt. They pukpese of which i b puickane TR feat vars b Edervatizrefly
Toveragat b prrvide 3 A Sated tn the fohnk Ventiire Mgmeosiont dated Notambey T35, 2009

Tubin vs fas o Pasties, 3 Hgt‘ =®?§, m@"i’“m& i %‘ s i,
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SETTLEMENT AGREEMENT AND RELEASE OF ALL CLAIMS

This SETTLEMENT AGREEMENT AND RELEASE OF ALL CLAYMS (hereafier referred
to as the "Agreement") is made and binding between and among Peggy and Jeffrey Cain and Helj
Ops International, LLC (hereinafter, the "Czins") and DR Rawson, Chairman/CEQ and C4
Worldwide, Inc. (hereinafter, "C4 WorldWide"). :

WHEREAS, the Parties are each desiring to resolve issues having to do with C4
WarldWide's unpaid financial obligations arising out of the Promissory Note and Secunity Interest
in the CMO Securities dated November 29, 2009 and upon signing this Agreement intend to ccase
further collection efforts, including but not limited to the filing of any litigation and the Cains
further stipulate and agree that they will file no complaint(s) or the like with either the Securities
and Exchange Commission and/or the Department of Justice of any state,

To the extent not modified herein, the Promissory Note and Security Interest in the CMO
securities remains in full force and effect,

WHEREAS, each party desires to settle all the claims, fully and finally without any
admission of Hability;

NOW, THEREFORE, IT IS HEREBY AGREED AS FOLLOWS:
SECTION 1. CONSIDERATION

1.1 Tn consideration of the Releases set forth below in Section 2 and the other terms get forth
herein, C4 WorldWide stipulates that it owes the Cains Twenty Million USD ($20,000,000) and
that said amount was due on December 30,2009 and remains unpaid. C4 WorldWide acknowledges
its obligation to pay and agrees to pay the sum of $20,000,000, plus all accumulated interest , to
Cains no later than 90 days from February 25, 2010, less any advance payments made, and C4
WarldWide shall use all reasonable efforts to pay this obligation off in full as quickly as possible,

12 C4 WorldWide shall, no later than March 4, 2010, assign a 49% interest in he CMO
joint securities account (which account is described more fully in Article IV of the Joint Venture |
Agrecment, hereinafier, the "Account") to the Cains. Upon payment to the Cains ofthe $20,000,000

3$600,000 and $625 ,000). C4 Worldwide agrees further to pay interest on this $20,000,000
obligation from December 3 1, 2009 at the rate of 9% per annum until said debt is paid in full,

Pigc 1 of 4 Scrilement Agreement and Release of Al Cla'ims DR%C f%l" _/@,
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1.2 Both sides shall bear their own costs and attomey fees incurred in achieving this
settlement. ' :

1.3 Neither party shall make disparaging comments regarding the other. |
SECTION 2. RELEASE

2.1 The Cains, their successors, predecessors, parents, assigns, agents, employees, officers,
directors, insurers, and all other affiliated persons, firms, or corporations, hereby fully and forever
releases and discharges C4 WorldWide, from any and all claims that exist arising out of C4
worldwide's financial misfortunes and resultant nability to timely pay the Promissory Note and
Security Interest in the CMO Securitics dated November 29, 2009 (a true and accurate copy of
which is attached hereto as Exhibit A and is incorporated herein by reference) . Such release covers
the Cains, their successors, predecessors, parents, assigns, agents, employees, officers, directors,
msurers, and all other affiliated persons, firms, or corporatons, hereby fully and forever release and
discharge C4 WorldWide, its successars, predecessors, parents, assigns, agents, employees, officers,
directors, insurers, and all othér affiliated persons, firms, or corparations, of and from any and all
past, present, and future claims, demands, obligations, causes of action for damages of any kind,
known and unknowr, the basis for which DOW exists or may bereafter become manifest that are
direetly or indirectly related to the facts in any of the claims of any kind asserted against or which
could have been asserted in any of the claims, :

2.2 C4 WorldWide, its suceessors, predecessors, perents, assigns, agents, employees,
officers, directors, insurers, and al| other affiliated persons, firms, or corporations, hereby fully and
forever releases and discharges the Cains, from any and all claims that exist arising out of C4
WorldWide’s financial misfortunes and resultant inability 1o timely pay the Promissory Note and
Security Interest in the CMO Securities dated November 29, 2009 (a true and accurate copy of
which is attached hereto as Exhibit A and is incorporated herein byreference) . Such release covers
C4WorldWide, is Successors, predecessors, parents, 2ss1gns, agents, employees, officers, directors,
insurers, and all other affiliated persons, firms, or corporations, hereby fully and forever release and
discharge the Cains, their Successors, predecessors, parents, assigns, agents, employees, officers,
directors, insurers, and all other affiliated persons, firms, or corporations, of and from any and all
past, present, and future claims, demands, obligations, causes of action for damages of any kind,
known and unknown, the basis for which now exists or may hereafter become manifest that are
directly or indirectly related to the facts in any of the claims of any kind asserted against or which
could have been asserted in any of the claims,

SECTION 3. EXPRESS ACKNOWLEDGMENTS, REPRESENTATIONS, AND
WARRANTIES

3.1 The parties expressly acknowledgé and agree that the Release set forth in Section 2 is a general
release of the matters described above,

3.2 Each party expressly represents and warrants that it has relied on its own knowledge of

- i .
Page 2 of 4 Sciiement Agresment and Release of Al Claims . DM% P@%ﬁé—\
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the facts and the advice of their/its own lawyer, knowing the right to consult with counsel before
entering this Agreement, concerning the consequences of this Agreement; and that the signers of
this Agreement are of legal age, legally competent 1o execute this Agreement, and have full
authority to sign thi§ Agreement. The parties further warrant that no promise or inducement has
been offered, except as set forth in this Agreement, and that this Agreement is executed without
reliance on any statement or representation by any other party concerning the nature and extent of
damages or legal liability.

3.3 The parties expressly acknowfedge and agree that the purpose and effect of this

Agreementis to fully and forever resolve all issues relating to claims arising out of and which could

¢ asserted in fhis case and that no party will pursue the other for anything relating in any way to
the claims being releasad.

3.4 The pén"ries expressly acknowledge and agree that the terms of this Agreement are
contractus] in nature and not merely a recital.

SECTION 4. ENFORCEMENT OF AGREEMENT

4.1 In the event of a material breach of this Agreement or other dispute regarding the
enforcement or interpretation of this Agreement, the prevailing party is entitled to recover all
altorney fecs, costs, and expenses incurred,

SECTION 5. GOVERNING LAW

5.1 This Agreement shall be consirued and interpreted in accordance with the laws of the
state of California and any action arising out of this Agreement shall be filed in Douglas County,
Nevada.

SECTION 6. INTEGRATION

6.1 This Agreement and Exhibit A attached hereto contain the entire agreement between and
among the parties regarding the matters set forth herein and is conclusive and binding on and imures
to the benefit of the executors, administrators, personal representatives, heirs, next of kix, children,
successors, and assigns of each.

SECTION 7. MODIFICATION

7.1 This Agreement may nol be amended or modified except in writing signed byall parties.
SECTION 8. SAVING CLAUSE

8.1 If any provision of this Agreement, or the application of a provision to ANY PETSON Or

circumstance, is held invalid, the remainder of this Agreement, or the application of that provision
to other persons or circumstances, must not be affected thereby. -

Puge 3 ol 4 Settlement Agrecment and Release of All Claims ) D% P@@
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SECTION 9. FURTHER ASSURANCES

9.1 The parties agree to execute and deliver any further documents, instruments, and other
agreements as are necessary or convenient to carry out the terms and purposes of this Agreement.

IT IS SO AGREED:

%ﬂ%/

DR Rawson
DATED: Fcb ”010

"7
/ W a4 //Z///’/ 4 7/&7//]/

Péggy C@v /) Cam
DATED | 2010 ATED [ ,2010
M AT h Marz

RR%”@L
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Case No. 11 CV 0296
Dept. No. II

IN THE NINTH JUDICIAL DISTRICT COURT OF THE STATE OF
NEVADA
IN AND FOR THE COUNTY OF DOUGLAS

-000-—

PEGGY CAIN, an individual; JEFFREY CAIN,
an individual; and HELI OPS _
INTERNATIONAL, LLC, an Oregon limited
liability company,
Plaintiffs,
vs.
D.R. RAWSON, an individual; C4
WORLDWIDE, INC., a Nevada corporation;
RICHARD PRICE, an individual; JOE BAKER,
an individual; MICKEY SHACKELFORD, an
individual; MICHAEL K. KAVANAUGH, an
individual; JEFFREY EDWARDS, an
individual; and DOCES 1-10, inclusive,
Defendants.

DEPOSITION OF JEFFREY CAIN
Wednesday, April 22, 2015

Carson City, Nevada

Reported By: NTCOLE J. ALEXANDER, NV CCR #446

CA CSR #13,908, RPR

CAPITOL REPORTERS (775) 882-5322
) :
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-000- APPEARANCES -00o0-

FOR PLAINTIFFS:

Matuska Law Offices, Ltd.

BY: MICHAEL L. MATUSKA, Esquire
2310 S. Carscon Street, Suite 6
Carson City, Nevada 89701

FOR DEFENDANT JOE BAKER:

Rollston, Henderson, Crabb & Johnson,
BY: MICHAEL K. JOHNSON, Esquire

P.O. Box 4848

Stateline, Nevada 89449-4848

FOR DEFENDANTS MICKEY SHACKELFORD and
RICHARD PRICE: '

Oshinski & Forsberg, Ltd.

BY: MARK FORSBERG, Esquire
504 Musser Street, Suite 302 .
Carson City, Nevada 89701

CAPITOL REPORTERS (775) 882-5322.
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money?
" A It was-é loan. Yes.
o) How much did you loan Synergy?
A $700,000.
0 .And was the purpose of thét loan to purchase,

among other things, CMOs?

n I'm not sure.

Q When you loaned‘the méney, the idea —-- Was
there a loan .agreement? |

A Yes.

Q And the idea was that Synergy would take the
$700,000 and do something with it that they had expertise
tq do in the invesfment world-?

A Correct.

Q Would they invest in other companies? And
T'm trying to distinguish for you between investing in a
company where you would be pro%iding capital to a
specific company és opposed to buying stocks or bonds or,
you know, market derivatives of things like that. Do you
know what the plan was for Synergy?

A With definition, I just éan‘t remember.

Q All right. How did YOu come to find out
about Synergy?- | | |

A Thfough my accountant, Dan Witt, and the

broker, Kerry Rucker.

CAPITOL REPORTERS (775) 882-5322
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0 Is Dan Witt a CPA?

A Yes.

Q AndrKerry Rucker is?

A A broker.

Q . A stockbroker?

A He was at the time, yes.

0 Had you worked with them for a long period of
time? Well, let's take them one at a time. How long had

you worked with Dan Witt?
A He was our accountant, still is, at least

fivevor four years before this deal with Synergy and C4.

Q All right. And what about Mr. Rucker?
A First time.
Q How did you become acquainted with

Mr. Rucker?
A Through Dan Witt.

Q And Mr. Witt recommended Mr. Rucker to you as
a stockbroker?

A Ye§.

Q Did Mr. Witt invest with Mr. Rucker as well
or through with companies that Mr. Rﬁcker brauéht to the
table? |

A I dén‘t know.

MR. MATUSKA: That lacks foundation, but go

ahead.

CAPITOL REPORTERS (775) 882-5322
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of its offering to you, included CMOs*?
A Not sure.
Q Do you ever recall investigating what they

were prior to hearing about them from someone related to

c4n
A " No.

MR. MATUSKA: I didn't understand the
gquestion. Investigating?

MR. FORSBERG: CMOs.

MR. MATUSKA: Did you understand the
question?

THE WITNESS: I had somebody investigating
CMOs. -

Q (BY MR. FORSBERG:) No. I'll ask it again.
Do you ever recall you yourself.attempting to learn more

about CMOs prior to talking to someone about them related

~to the C4 transaction?

A No.

Q How did the prospect of loahing money to C4
come to pass?

A Kerry Rucker communicated with Dan Witt about
a company out of Los Angeles that through another broker
that was affiliated with this company, Randall Sherwood,
T think, that we should deflnltely look at it and do our

due diligence and see what it turned up.

CAPITOL REPORTERS (775) 882-5322
. 32 :
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Q Sure.

A Irdon?t have him here.

Q Is it something that you have a record of --
VA Yes.
. Q  -- somewhere else?

A Yes.

Q So what I'd ask you to do is when you get the

transcript of the deposition, just put that in that you

looked this up and this is it.

A Yes. )
e Tl T Lmpsl
Q The namé of the company that Mr. Rucker
worked for. Did you meet in person with M?. witt about

this transaction?

A We talked extensively on the phone. He's

always here because he's our main accountant, so he flies

"down from Oregon and does our books all the time. It

could have been in November, we could have had a
face-to-face, I just don't remember, but definitely by
phomne.

Q Do you live in Minden currently or

Gardnerville?

A Yes, I do.
Q Sorry. Is it Minden?

A Gardﬁerville;

CAPITOL REPORTERS (775) 882-5322
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Q

viability of the C4 proposal to you?

A

Q

A

Q

ability to understand the transaction?

A

and foremost.

Q

investment for you?

A

Los Angeles; ves.

Q

A

Q

confidence in Mr. Rucker as well?

but answer as far as you can.

Q

was -- and if it wasn't, answer this one. Did Mr. Witt

convey to you his confidence in Mr. Rucker?

if you remember.

Did you ask Mr. Rucker to investigate the
"Yes, I did, and Dan Witt.

And did they do so?

Yes.

Did_ybu have confidence in Mr. Rucker's
Confidence in Dan Witt, our adcountant, first
And did Mr. Witt advise that it was a good
Upon meeting D.R. Rawson and Associates in
Did Mr. Rucker attend that meeting as well?
Yes.

And did Mr. Witt convey to you that he had

MR. MATUSKA: Objection. Calls for hearsay,

(BY MR. FORSBERG:) I think my gquestion

"MR. MATUSKA: Same objection, but answer it,

THE WITNESS: I don't, but he conveyed his

CAPITOL REPORTERS (775) 882-5322 —}00046——
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~confidence after the meeting with C4.

Q (BY MR. FORSBERG:) Who attended the meeting?
Do you know?
A D.R. Rawson. At that time, we thought he was

a lawyer, John Hayner, was their legal counsel.

Q You thought Mr. Rawson was a Lawyer?

A John Hayner. -
Q Yoﬁffhought John Hayner was a iawyerf

A Yes.A He represented himself as a lawyer at

the meeting and as legal counsel.

Q To C4?1'

A For C4. Representing C4. Randall Sherwood,
their broker, or their agent, and a number of individuals
there that -- there may be.another four individuals, but

I don't know who they were.

Q You didn't attend the meeting?
A No, I did not.
“Q Do you know specifically where the meeting

took place? -
A Ne, I do not.
Q When did you first understand what you were

being asked to do with respect to C4?

A Could you please rephrase that questien?
Q Okay.
A Thank you.

CAPITOL REPORTERS (775) 882-5322
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0 | I'1l try to work around to it again.
Eventually, what thé transaction that was eﬁgéged»in by
you and C4 was a loan by Heli Opé to C4; correct?

AJ Through a JV, Joint Venture Agreement.

Q Correct. And theré was a promissory note as
well. Do you recall that?

A Yes.

Q - Was that always what you understood was going
to be thé mechanism by which you made an.investment of
your money into C4, that it was to be a loan?

A Yes, through a Joint Venture Agreement where
I owned 48 pe:centrof the CMOs.

Q When any of the mechanisms of the transaction

was conveyed to you, was it always conveyed to you by

Mr. Witt?

A Initially, yes, on their initial meeting up
to that point( and then I got -- I had a meeting on the
phone with members of C4 to make me convinced to invest
with them. |

Q Do you know the date of the meeting in Los
Angeles?

A T don't know. No.

Q Prior to that meeting, had you personally
talked to any person thatryou believed was an officer or

director of C4-?

CAPITOL REPORTERS (775) 882-5322
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A Before that meeting, no.
Q And is it correct that after the meeting in
Los Angeles, Mr. Witt was encouraging you to participate

in a transaction with C47?

A Yeé.
Q - And was Mr. Rucker also?
A Nb. I mostly listened to Witt, my

accountant, Dan Witt. Maybe they were talking together,
but when ‘it came to the actual deal, it was Mr. Witt and

myself.
Q Had you asked Mr. Witt to seek out financial

investment opportunities for Heli Ops --

A Yes.

Q -- prior to C4 coming along?

A Yes.

Q And had you aiéo engaged or asked Mr. Rucker

to do the same thing, to find opportunities for Heli Ops?

A Through Mr. Witt, yes.

Q I apologize if I've ésked this question
before. Is Mr. Rucker a licensed stockbroker?

A I‘don‘t know.

Q Do you have any knowledge of any licensure or

any licensure that he may have?
A No.

Q Or the name of the company he may work for?.

CAPITOL REPORTERS (775) 882-5322
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Q Did he make money, if you know, such as a

commission, based on what you invested in Synergy?

A No knowledge.
Q How about'C4?
A No knowledge;
Q. | And had Mr. Witt also given you ad{ice ébbﬁt

iﬁvéstingrin Synergy?

A Yes.

Q And did he believe that was a good
opportunity fo# you --

A Yes. |

Q- ; -- at the time? Who initiated the telephone
cohversation that you had after the Los Angélés meeting
with D.R..RéWSon and others?

A I definitely wanted to cémmunicate after that-
initial meeting, and it was'positiﬁe,'so I wanted to take
it to the next step. :I Cannpt remember if it was -

Mr. Rawson or myself that initiated that telephone

conference.

Q It was a telephone conference that you
requested? |

A Yes.

Q _And during that telephone conversation, do

you recall who spoke on behalf of C47

A Definitely Mr. Rawson, Mr. Price, maybe John

CAPITOL REPORTERS (775) 882-5322
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Hayner came on it, but that's all I can recall.
0 All right. -Was 1t your impression that
Mr. Rawson was the dominant person in C4 at that time?

MR. MATUSKA: I'm going to object. The term

'is vague, and it calls for characterization.

0 (BY MR. FORSBERG:) 1I'll rephrase the
question. Who did most of the talking?
MR. MATUSKA: On thé telephone conférénce?
MR. FORSBERG: On‘the telephone conference.
THE WITNESS: I can't remember.

0 (BY MR. FORSBERG:) All right. Do you

‘remember anything substantive other than, "Hi, how. you

doing? How 1is thé weather up there?"” that Mr. Price said
to you?

A . At that time, you know, being involved in the

01l and natural gas business and the exploration side of

it, ‘we talked about when he used to be in it with Exxon
and drilling. We had a lot in common, maybe talked for

five minutes about the industry.

Q And were others on the line at the same time?
A I'm assuming, yes.
0  And other than that conversation with

Mr. Price, did Mr. Rawson do all of the talking?

MR. MATUSKA: Still on that telephone

conference, or are you asking in general about this

CAPITOL REPORTERS (775) 882-5322
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transaction?
| MR, FORSBERG: On the telephone conference
call that we're discussing.
MR. MATUSKA: Do you understand the gquestion?
THE WITNESS: Peopie wére speaking, you know,

when you're on a conference call. . Rawson did the

majority of the talking, but everybody was giving input.

0 (BY MR. FORSBERG:) Okay. Was Mr. Rawson

imparting to you his understanding of CMOs and how thé

" investment would work? : _ B

A ‘Mostly that he'd dome it before.

Q Did he talk about the return that you would

‘be expecting on that investment?

A Yes.
Q@  And what did he tell you?
A That for a million down, within 30 days, I'd

get $20 million.

0 Did you find that plausible?

A Yes, I did. At the time, yes.
Q And what information did you have or that

‘made it seem plausible to -you?

A That we were dealing with»something tangible,

a CMO, that it produces a dividend, that the company in

_’genéral, the board of directors were all extremely

experienced individuals, very successful businessmen, and

CAPITOIL REPORTERS (775) 882-5322
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“that a financial institute at that time would be taking

them under their posseésion with me being part of the

account and being able to monitor that account and follow
it omn a‘daily basis.

Q0  Did, other than'Mr.iRawson, did anyone on the
converéétion téli you that they had engaged in CMO
transactions previously?

A I éan't remembe;.

Q  Did Mr. Rawson tell you what the purpose of

C4 as a company was?

A Yes.
Q What did he tell you?
A Tt was a humanitarian company, that they

"wanted to bring capital in to literaliy go around the

world and, 'you know, cure hungér and famine and disease.
And he said they had offices'basically all over the world
with, -you know, people in C4 that were working for them.

Excuse me.

Q '~ Go ahead.

A There wés one other individuél onvthé
conference. Mike Kavanaugh.

Q And Mike Kavanaugh was —-- What was Mike
Kavanaugh?

A 'He was one of the boafd members, workers of

C4.

CAPITOL REPORTERS (775) 882-5322
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0 Was he an active participant in the
conversation,'in the telephone'conferencé call?_
A Yés, he was. |
MR. FORSBERG: Can we go off the record.
(WHEREUPON, an off—the—record discussion ensued.)

Q (BY MR. FORSBERG:) Was Jeffery Edwards on

the call, to your knowledge?

A Not then, but I talked to him maybe eight,

pine months later.

.Q Aftei.the telephone conference call, did you
talk.to_anybodylfrom C4_again before you executed the
Joiht Vénture Agreement? | |

A No; ;

Q . Did you have further discussions with
Mr. Witt about it?

A Yes. |

Q Ahd_did he continue to believe during thaﬁ
period_of.time that>it was a gobd ideé for you?_

A Yes. | |

Q Did you do any personél investigation of CMOS
before you signed the Joint Veﬁture Agreement?

| A No. |

Q Did you seek advice regarding CMOs from

anyone other.thén'Mr. Rucker and Mr. Witt-outside of C4

peoplé?

CAPITOL REPORTERS (775) 882-5322
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A - It was a conference c;ll;. We all beeped into
it. I don't know who initiated it.

0 Other,thanv£he communicationé‘that you've
alreédy déscribed in your deposition, what communications
did you have with Richard Price?

A Verbally after that initial conversation

before I sent the money, none except via e-mail.

0 So would you e-mail him?
A No. He e-mailed me.
Q When you had questions about what was going

on, the person you went to was Mr. Rawson; correct?

A Correct.

Q Do you have any knowledge, personal knowledge
about the internal workings of C4°?

A No.

Q What would Mr. Price e-mail you about?
A At the time, he was a CFO, so anything

~pertinent to the financial side of it, the setting up of

the account at Wells Fargo in Austin, the setting up of
the account at EKN, you know, the corporate, you know,

all of the paperwork that had to go in, that type of

docuﬁentation. I see Wwe are missing pages here.

0 And you're referring to Exhibit 172

A Exhibit 1, correct; with his signature and
their CFO. | |

—CAPITOL REPORTERS (775) 882-5322
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A Yes.

Q So this is Exhibit B, and what were you

-pointing out to me about it?

A Richard Price's signatﬁre is on this oﬁé. T
thought'that that document was not included in the
exhibit.

Q Is that a legible signature té you on the
éghibit that you're looking at?

A No.

0 But it's your recollection that that was
Richard Price's signature there?
A Corréct.
Q0 . And do you know -- Were you present when
Mr. Price execﬁted it

A No.

Q Is there any information that you-have.to

suggest or point out to me that Mr. Price was

" knowledgeable with respect-to CMOs prior to the

transaction that you entered into with C47?
MR. MATUSKA: ‘Objection. Lacks foundétion.
Calls for speculatién. '
Q (BY MR. FORSBERG:) I asked him if there's
aqy information. Is there any information that you,
Mr. Cain have, to sugéest that Mr. Price was experienced

in CMO transactions before the time of the transaction

CAPITOL REPORTERS (775) 882-5322
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that you-.entered into?
A No.
Q Did you ever turn to Mr. Price to explain the

CMO transaction or its leveraging or any Qf'the nuances

of it?

A No.

0 Is the onlyrknowledge you have of Mr. Price
‘what -- and his personal hisféry.what was contained in

“ his biogréphy on the C4 website?

A vCorrect;

Q 7 So it's true, isn't it, that your decision to
loan money to C4 was not based on anything Mr. Price told
you?

A No. It was based on C4, the company as a
whole, not an individual.

Q. 'So no individual by himself was -- No
individual that ydu considered by himself was sufficient
to perSuade you to invest with C4, to loan money ‘to C4?

A No. As a whole. |

Q Do you have any knowledge personally of what
Mr.rPrice;s role was in making decisions on behélf of C47

MR . MATUSKA; I was just going to -- That's
very vague as to what type of decisions.
THE WITNESS: Financial. Oh the financial

side of it, he set up accounts. I know that much.

CAPITOL REPORTERS (775) 882-5322
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Whether it be Wells Fargo, EKN, Exhibit 1 here, you know,

-the corporate resolution.

o (BY MR._FORSBERG:) Okay. So those are
things he was doing in his capacity as an bfficer of C4,
as you understood it?

A | Yes.

Q Do you know i1f he was’directedvby anybody to
do these things?

Av No.

Q Do you have any information to suggest that
Mr. Price could act without Mr. Rawson‘s approval?

A Not certain.

Q Do’ you have any information or documents
suggésting to you tﬁat Mr. Price knew at‘the time you
sent your money to C4 that you would not be repaid?

A - No.

Q Do you believe that to be the case?

MR. MATUSKA: I'm going to object. It calls.
for speculatién, and personal belief is irrelevant,
but ;—

THE WITNESS: i'm not sure.

Q (BY MR. FORSBERG:) Are you aware of any
activity by Mr. Price that inte;fered with the successful
-- with your Joint Venture Agreément that he did to

interfere.with its fulfillment?

CAPITOL REPORTERS (775) 882-5322
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A No.

Q Do you have any information that Mr. Price
reached an agreement with someone else to commit fraud
against you?

A No.

Q What is the status of the CMOs that you were’
able to Viéw in the EKN account today?

A I khow-théy're being held in Texas! I've
hired attorneys to try and get them, some that C4 should
have done fight from the get-go. And from there, I know
I spent a lot of money, but sfill‘nothing coming in, but
they're being held Qith the courts or whoever it is over
there.

0 And>when you refer to that, you're referring
to a lawsuit in Texas over -- the issue is the ownership
of the CMOs that you claim to own?

A Yes, Correct.

Q And do you believe at this time that'you're-
entitled to one-hundred-percent ownefship of the two CMOs
that you were able to view iﬁitially?

MR. MATUSKA: I'm going to object. Calis for
legal conclusion and speculation and lacks foundation.

0 (BY MR. FORSBERG:, All right. Well, what's
your contention? Are you a party to the lawsuit in

Texas?

CAPITOL REPORTERS (775) 882-5322
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Q Who is accused of wrongdoing in the Texas
lawsuit, if;anyoﬁe? Do you knéwf
MR. MATUSKA: I'm going to object that it's
irrelevant and frankly misstates the allegations in the
Texas lawsuit.
THE WITNESS: A list of characters that I
don't know. |
Q (BY MR. FORSBERG:) Any of them the C4_
officers and_directors‘that are parties to the lawsuit
yoﬁ've'brought against them?
A From what_I‘ve read, no.
Q Are any of them parties, to your knowledge,

to that lawsuit?

A Nof

Q Have you ever met Mickey Shackelfor@?

A No

Q Have‘you ever spoken to him?

A No. |

QA. Have you ever communicated with him by e-mail

of any other manner?

A I haven't communicated with him, but.I've had
an e-mail from him, but again, cc'd to e&erybody.

Q Do you remember what that -- Is it one e-mail
that you're referring to?

A Yes, one.

CAPITOL REPORTERS (775) 882-5322 -
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Q And do you remember what that was one abouﬁ?
A No.

0. Do you have any information suggesting that

Mr. Shackelford was knowledgeable about CMOs and how they

worked?
A Not personally, but at the start, the entity

as a whole, I assumed an intimate knowledge of CMOs

because everybody was cc'd. Everybody communicated, ybu
know, between themsélves. But personally, no.
Q Did Mr. Shackelford ever hold himself out in

any fashion that you're aware of to be specifically
acquainted with CMOs as an investmenf“opportunity?

MR. MATUSKA: Objectioh. That was just agked
and answered.

THE WITNESS: I haven't received any .

communication.

0 (BY MR. FORSBERG:) Onkhis biography on the
C4 website, was he portrayed as a person knowledgeable
about CMOs?

A No, just a very good accountant. .

Q And what about with respect fo Mr. Priqe?
Was he portrayed as a person knowledgeable about CMOs?

A No, just in the oil and energy field.

Q Do you have aﬁy documents or informatidn that

suggested that Mr. Shackelford could control.ther

CAPITOL REPORTERS (775) 882-5322
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decisions of C47

A No.
- Q How ;bout Mr. Price?
A No.
Q Do you believe thatIMr. -- Do you have any

information‘that Mr. Shackelford was aware before you
made your loan to C4 that it would not be repaid?

A No.

Q Do you have any information suggesfing that
Mr. Shackelford intended to take some of the money you
loaned C4 for himself and not repay you?

A No.

Q Do you have any information that

“Mr. Shackelford undertook any acts that were a breach of

your Joint Venture»Agreement with C47?

A No.

Q Do you have any information that
Mr. Shackelford reached an agreement‘with someone else td
commit ftaud agalinst you?

A Not that I'm aware of?

MR. FORSBERG: I'm not going to ask any
fﬁrther qﬁéstions at this time, but I may'have éome
followups depending on what is asked by Mr. Johnson.
Thank you vé;y much.

MR. MATUSKA: I would'just ask, I mean, don't
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0 Do you have any specific knowledge, a
document you've seén or somgthing someone told you or
that Price told you or Shackelford ﬁold you that leads
you to believe that they participated in the writing of
the CMO leverage-up document?

A No.

Q Now I'm going to ask you just one about C4.
You also said that we talked, aﬁd there were guestions
about how ﬁhe CMOs went from -- I think they started with
EKN was the first brokefage house or whatever those
things are that héd them. Then they wént to Penson, and
your testimony was that you signed something to permit
that to happen but then thought better of it for some
reason.

A Through my lawyer.

0 Through your lawyer, and sovyou tried, bﬁt

were unsuccessful in stopping that?

‘A To Penson.

0 To Penson?

A Yes.

Q Okay. And then you have no knowledge of how

they went from Penson to --—

A Golden Summit.
Q -- Golden Summit. Thank you.
A No,'because I was supposed to sign'a form,
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believe.

iQ Led by D.R. Rawson?

A : Yes, and jusﬁ what it took to get them from
EKN to‘Penson because EKN was not going to release them
without my signature.

Q Okay. Did you ever see a documént thaf said
- that was a .Penson account document, like a statement
or anything like that that said the same as the EKN,
characterized both you.and C4 as co-owners of the CMOs?

A I'm not certain because the transéction was
very quick between Penson and Golden. Summit, EKN and
Penson, -.and then I think it went into Golden Summit, but
I remember seeing documents from Penson, but I just can't
remember what they were.

o And now my question is, do you have any
knowledge of any participation in those transfers by

Mickey Shackelford?

A No.
Q Or Richard Price?
A  Richard Price set up the account at EKN, the

initial account, so I surmise that he could also be
setting up the account in Penson since he set up the

account at EKN and also the Wells Fargo account in

" Austin, Texas.

o And here's where the difficulty has arisen
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prior. So my question to you is, do you have -personal

knowledge of that, of Richard Price setting up the Penson

acqount?
A No.
Q Or Golden Summit account, I take it?
A No.
Q We've talked about payments that went from

the C4 Wells Fargo account in Austin to various people in
December of 2009. You're understanding what I'm talking
abﬁut? |

A Yes.

Q Okay. Do you have any personal knowledge of
who within C4 directed that those payments be made?

A No.

Q And in fact, on that subject, yéu doﬁ‘t have
any knowledge really‘of who the contiol of C4 lay with
among all of the people we've talked about of all of the
officers and directors?

MR. MATUSKA: I'mAgoing\to object. This asks
for speculation and legal conclusion.

MR. FORSBERG: No. I'm just asking if he
knows.  Thaf's not speculation. If he doesn't know, he
says he dQesn't know.

MR. MATUSKA: It's also asking for a legal

conclusion. I'm just objecting.
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you're all tied in. You're all part of the decision
making of that coﬁpany, nbt one individual, because then
it woﬁldn't be a corporation.

Q (BY MR. fORSBERG:) Well[ and that's assuming
that the corporation was run'correctly:

CA Correct.

Q. We talked a liftle bit about a video that I
believe you watched through the C4 website where there

Was a number of people gathered around a conference

table. Do you remember your testimony?

A Correct.

0 And do you remember who was in the video?

A D.R. Rawson.

Q Have you ever seen Richard Price in person?

A No, only bio.

Q Have you ever seen Mickey Shackelford in
persoﬁ?

A No.

Q And is it -- I didn‘t mean to interrupt you.

Did you know anyone else in the video by sight?

A No.
Q You were asked also about the term,
"Inducement."” And I don't really want to talk about the

term itself, but part of your claim, as I understand it,

is that the officers and directors of C4 misled you into
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making the loan that you made. Is that a fair

assessment?

A Through the way they represented C4, yes.

Q Okay. And this is where your answer to me is
not as responsivé as I want it to be becaﬁse who is,
"They"? When you say "They," who are you referring to?

A Evefybody that was a board of director.
Evérybody that was an officer in the corporétion}////

Q All right. $So now I'm going to ask you with
respéct to my clients. Do you recall today any'
statement, either written or oral, or by giving you a
thumbs up from Mickey Shackelford that induced you to
make this loan other than the things you've talked about?

MR. MATUSKA: Well, that's kind of vague now.
What's your understanding of what's been talked about?
THE WITNESé: C4 linkage.

Q (BY MR. FORSBERG:) The website and the fact
that they were all a part of C4. Was there --

MR. MATUSKA: ™ And bios? Are you counting
bios?
THE WITNESS: Yes.

0 (BY MR. FORSBERG:) The website, the bios on
the website.

A Other than that, no.

Q All right. And the same question'about
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Mr. Price.

A Mr. Price was in the‘conférence call that T
had two oz thrée days after the meeting in L.A., and we
talked for five or ten minutes.. Obviously, he madé me
feel really comfortable with the investment.

Q But I think your testimony, if I understand

it, and I'm not putting words in your mouth or trying to

trick you or anyﬁhing like that, but my recollection of

your testimony was that you talked about the oil

industry.
A Yes, we did.
o] And that as a result of that conversation,

you recognize his expertise in that area, and you had a

bond with him because you're in the business as well.

A Yes.

Q And that is what gave you the comfort level.

A That, but we carried Onvto C4, I think very
briefly. It wasn't that long a conversation with all of

them, but very bfiefly into C4 and how it operated. Yes.
It just wasn't about the oil and gas industry.
Q All right. Do you recall whether he made any

representations about his knowledge of CMOs in that

conversation®?
A I can't remember.
Q There was testimony about Exhibit 8, and
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Mr. Johnson was asking you why you didn't turn to
Mr. Baker with your concerns or complaints about the way.
the CMO transaction was turning out. Do you recall that

testimony, Jjust generally speaking?

A Yes.
e ‘And do you recall you said, I think your
answer was, "Because we were led to another director,”

and that was Mr. Price.
A And my lawyers were starting 'to take over the
conversation because at that time, they wanted to keep my

communication at a minimum, as lawyers do, between myself

and C4.

Q Okay. So who was it that led you to the

other director, being Mr. Price?

A . Rawson.

Q Did he say you should talk to Mr. Price about
this?

A Mr. Pri;e actually had talked to Biil Parker.

I don't knowrhow that meeting was set up, but it was over
one .of the many deals thét was going, and Price was
running it, or he was whatever. He was filling Bill in,
Bill Parker, on how this deal was proceeding because
naturally, my laWyers are wonderingiwhen«l'm going to get
paid. F

Q So it is it your understanding that Mr. Price
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‘was trying to help you understand and help you get your

money back in that process?

A We;l, he was or they were running a project,
and he was naturally’telliné us we're going to get paid
pretty quick{ _And>we went straight to him after dealing
with Kavanaugh, and/or Bill Parker did.

Q Is it because you had a greater rapport with

Mr. Price?

A Just going up the ladder.
Q Did you ever get up the ladder to Mr. Baker?
A I thought Mr. Parker had a brief conversation

with him} or he was in on a meeting listening to Bakér.
Other than that, I can't tell you.

VQ Okay. And you were communicating with Rawson
throughout?

MR. MATUSKA: That misstates the testimony.

Q (BY MR, FORSBERG:) Well, but it's a
question, ﬁot a statement of what it 1is. Were you
communicating with Mr. Rawson throughout?

A Through our lawyers, but not us personally
beqause we already had communicated with Rawson in
December; and that's why he handed us over to Kavanaugh
because he was short of temper.

Q .Were you communicating with Mr. Price in

December of 20097
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MR. MATUSKA: Again, it's kind of wague on

"communication. We've talked about a lot of different

kinds of communications.

0 (BY MR. FORSBERG:) It's a broad term, and

‘it's intentionally broad.

A Concerning just the e-mail to me on phoning
up Branigan with Wells Fafgo. I had an e-mail from Pfice
peftaining to that.

Q All right. The next thing I want to ask you
about is I believe your testimony was that thére was no
indication until EKN, the transfer from EKﬁ,.as I
understood it, that the whole‘deal was heading-south. Is
that the first time you knew that?

A No. At least the CMOs were protected at EKN,
you know.r They were safe there. When it started, I felt
heading south was when they didn't keep their deal with
me, and just by Décember 31st, 2009, I just felt the
communication-started becoming very unpfofessional and
delays that you go, you know, unless there's a massive
t sunami going through L.A., they should be able to use
fax machines, you know, that type of situation whefe the

excuses were getting thin.

0 And those things were coming from Mr. Rawson?
A Yes, and they were cc'd to the rest of us.
0 Right.' Now, again, I'm trying to draw a
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