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Susan P. Weeks, ISB No. 4255 L
JAMES, VERNON & WEEKS, PA
1626 Lincoln Way

Coeur d'Alene, Idaho 83814
Telephone: (208) 667-0683
Facsimile: (208) 664-1684

swee jvwiaw net

Attorneys for Defendants North Idaho Resorts, LLC and VP, Incorporated

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., formerly
known as NATIONAL GOLF BUILDERS, Case No. CV-2009-01810

INC., a Nevada corporation,

Plaintiff, NORTH IDAHO RESORTS, LLC AND VP,
vs. INC.’S MOTION TO RECONSIDER AND
MOTION TO ALTER AND AMEND
JUDGMENT
PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada limited
liability company; et al.,

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN

North Idaho Resorts, LLC (NIR) and VP, Inc. (VP) by and through their counsel of
record, Susan P. Weeks of the firm James, Vernon & Weeks, P.A., hereby moves the Court
pursuant to Rule 11 (a)(2) LR.C.P, for reconsideration of the Court’s July 21, 2015

Memorandum Decision and Order in the above matter. NIR and VP also request the Court alter

NORTH IDAHO RESORTS, LLC AND VP, INC.”S MOTION TO RECONSIDER JULY
21,2015 MEMORANDUM DECISION AND ORDER: 1 3114




or amend its Judgment entered August 5, 2015 and the Decree of Foreclosure entered August 8,
2015. This motion is supported by affidavit and memorandum filed herein.

Oral argument is requested.

DATED this 19 day of August, 2015.

JAMES, VERNON & WEEKS, P.A.

-~

BY: —«1«...:;1«\ /\VZ(? b
Susan P. Weeks

CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served on the following
persons in the manner indicated this 19" day of August, 2015:

U.S. Mail, Postage Prepaid Gary A. Finney
o Hand Delivered FINNEY FINEY & FINNEY, PA
. Overnight Mail 120 E Lake St., Ste. 317
o Facsimile: 208-263-8211 Sandpoint, ID 83864
Z U.S. Mail, Postage Prepaid Richard Stacey
. Hand Delivered Jeff Sykes
- Overnight Mail McConnell Wagner Sykes & Stacey, PLLC
o Facsimile: 208-489-0110 755 West Front St., Ste. 200

Boise, ID 83702
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Susan P. Weeks, ISB # 4255

James, Vernon & Weeks, P.A.

1626 Lincoln Way cee o
Coeur d’Alene, ID 83814 -
Telephone: (208) 667-0683

Facsimile: (208) 664-1684 om
sweeks@jvwlaw.net f\‘/ $

Attorneys for North Idaho Resorts, LLC and V_P., Inc.

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., formerly | CASE NO. CV-2009-1810
known as NATIONAL GOLF BUILDERS,
INC., a Nevada corporation,

Plaintiff,
vs. NORTH IDAHO RESORTS, LLC AND
VP, INC’S MEMORANDUM IN
SUPPORT ~OF  MOTION  TO
PEND OREILLE BONNER RECONSIDER AND MOTION TO ALTER

DEVELOPMENT, LLC, a Nevada limited AND AMEND JUDGMENT
liability company; et al.,
Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN

North Idaho Resorts, LLC (“NIR”) and V.P., Inc. (“VP”) hereby submit their Motion to
Reconsider under Rule 11(a)(2)(B) and their Motion to Alter and Amend Judgment under Rule
60(a) and 60(b). The Court is moved to reconsider, alter and amend all of the following:

1. Memorandum Decision and Order Re: 1) JV; NIR; and VP’s Motion to
Reconsider filed on July 21, 2015;
2. Judgment entered August 5, 2015; and

3. Decree of foreclosure entered August 8, 2015.

NORTH IDAHO RESORTS, LLC AND V.P, INC."S MEMORANDUM IN SUPPORT OF
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I. MOTION TO RECONSIDER

A PROCEDURAL BACKGROUND

On October 13, 2009, Genesis Golf Builders, Inc. filed a Complaint. On May 24, 2010,
Pensco Trust Company fbo Barney Ng filed a special appearance. On October 5, 2010, MF ’08
filed a special appearance. On October 14, 2010, R.E. Loans, LLC filed its appearance. R.E.
Loans answered on 4/21/2011. On May 13, 2011, Wells Fargo Foothill, LLC (predecessor to
Wells Fargo Capital Finance) filed its appearance. On September 29, 2011, North Idaho
Resorts, LLC (NIR) filed an appearance.

Mortgage Fund *08, LLC and R.E. Loans, LLC both filed bankruptcies. On September
29, 2011, this Court entered two stay orders. One order stayed any action involving Mortgage
Fund *08, LLC and the other order stayed any action involving R.E. Loans, LLC.

On June 28, 2012, R.E. Loans moved to lift the automatic stay with respect to R.E.
Loans. On August 24, 2012, the Court entered an order granting R.E. Loan’s motion to lift its
stay. A year later, on June 26, 2013, R.E. Loans moved to lift the automatic stay with respect to
MF *08. On August 12, 2013, the Court entered an order lifting the MF *08’s bankruptcy stay.

The litigation moved forward between R.E. Loans and ACI Northwest and RC Worst.
R.E. Loans filed for summary judgment against ACI. The Affidavit of Farley Dakan was
presented in support of R.E. Loans’ motion for summary judgment against ACI. Dakan
identified himself as the managing director of Mackinac Partners and testified to the t:@llowing
facts. During January 2010, R.E. Loans engaged Mackinac to provide consulting services. In
April 2010, Mackinac served as R.E. Loans Chief Restructuring Officer. After R.E. Loans filed

for Chapter 11 bankruptcy on September 13, 2011, Mackinac was appointed as the sole manager

NORTH IDAHO RESORTS, LLC AND V.P, INC.’S MEMORANDUM IN SUPPORT OF
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of R.E. Loans. Dakan indicated R.E. Loan’s loan servicing agent was Bar-K, Inc. (Dakan
Declaration filed April 29, 2014.).

On July 21, 2014 Valiant Idaho, LLC moved to substitute in as the real party in interest
for R.E. Loans premised upon an assignment of R.E. Loans’s mortgage note and redemption
rights. On August 18, 2014, Valiant Idaho, LLC moved to substitute in as the real party in
interest for Wells Fargo Capital Finance based upon an assignment of its mortgage to Valiant.

These motions were granted.

On August 19, 2014, Valiant Idaho, LLC filed a pleading which stated in the caption it
was a counterclaim, cross-claim and third party complaint filed by Valiant. No specific cross
claims were included in the pleading although VP, Inc. was identified as a cross-defendant.
North Idaho Resorts, LLC was also identified as a cross-defendant. Paragraph 33 alleged that
Defendants named by Valiant claimed or might claim an interest in and to that certain property
described in Exhibit A to the complaint. The First Cause of Action was against POBD and
alleged a breach of the R.E. Loan Agreement (P0099) assigned to Valiant. The Second Cause of
Action was against POBD for breach of the Pensco Trust Co. Agreement (P0106) which was
assigned to Valiant on July 7, 2014. The Third Cause of Action alleged a breach of the MF08
Agreement (P0107) which was assigned to Valiant Idaho, LLC on July 10, 2014. The Fourth
Cause of Action sought judicial foreclosure on the R.E. Loans Mortgage (P0099) and sought a
judgment pursuant to I.C. § 45-1302 specifying the respective priorities of Valiant’s assigned
mortgages and each Defendant’s claims of right, title and interest, and adjudication of the
outstanding amounts owed to each defendant. No request for quiet title was made. The Fifth
Cause of Action sought judicial foreclosure of Pensco’s mortgage (P0106) and requested the

same remedy. The Sixth Cause of Action sought judicial foreclosure of the MF08 Mortgage
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(P0107) and again sought the same remedy. The Seventh Cause of Action sought judicial
foreclosure of the redemption deed.

On September 19, 2014, NIR answered Valiant’s pleading. On October 3, 2014, VP
accepted service of Valiant’s pleading. On October 6, 2014, VP moved to dismiss Valiant’s
August 19, 2014 pleading entitled “counterclaim, cross-claim and third party complaint™ because
R.E. Loans had already answered and leave of court was not sought before filing the amended
pleading. VP also raised that Valiant was not the real party in interest for Mortgage Fund 08 or
Pensco Trust fbo Barney Ng even though claims for these parties was contained in the August
19, 2014 pleading. On October 6, 2014, Valiant moved to substitute in as the real party in
interest for Mortgage Fund ’08 and Pensco Trust Co. fbo Barney Ng.

On November 5, 2014, Valiant filed a motion for leave to amend R.E. Loan’s answer to
allege a counterclaim and cross claim and to serve a third party complaint. On November 19,
2014, the Court entered its Orders allowing Valiant Idaho to substitute in place of Pensco and
MEF 08 as the real party in interest. Another order allowed R.E. Loans to amend its answer to
allege a counterclaim and cross-claim and to file a third party complaint. Thereafter, Valiant
treated the amended pleading as though it were the counterclaim, cross-claim and third party
complaint of MF 08 and Pensco Trust Co as well as R.E. Loans. However, to date, neither MF
’08 or Pensco Trust through Valiant has ever withdrawn their special apﬁearance, filed an answer
to the original complaint, filed a counter claim, filed a cross claim, or filed a third party
complaint. Valiant only sought and was granted leave to amend the R.E. Loans pleading.

On December 11, 2014, VP filed its answer. In response to the Fourth Cause of Action
for foreclosure of the R.E. Loans mortgage, VP admitted it claimed a right, title and interest in

some of the property which Valiant sought to foreclose on behalf of R.E. Loans and denied that
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Valiant was entitled to judgment foreclosing and adjudicating its mortgage to be superior to VP’s
right, title and interest. VP made the same response to the Fifth Cause of Action for foreclosure
raised by Valiant on the Pensco Trust fbo Barney Ng claim (although the pleading related to R.E.
Loan’s causes of action). VP responded similarly to the Sixth Cause of Action for foreclosure of
Mortgage Fund ‘08’s claim. In its response of the MF *08 cause of action, VP specifically
denied that Valiant was entitled to judgment foreclosing and adjudicating its mortgage to be
superior to and prior in right, title and interest in the lagoon lot, the well lots and VP’s
easements. § 54 of VP Answer.

On January 20, 2015, Valiant filed for summary judgment. The motion indicated it
sought a ruling that the mortgages assigned to Valiant by R.E. Loans, LLC; Pensco Trust Co.;
and Mortgage Fund 08 were senior and superior to any all interest claimed by JV, LLC, NIR
and VP in the real property that was the subject of “Valiant’s” counterclaim, cross-claim and
third party complaint, even though this pleading was filed only on behalf of R.E. Loans. In the
introduction section of its supporting memorandum, Valiant indicated it sought to foreclose
mortgages granted to R.E. Loans, Pensco Trust, and Mortgage Fund *08 even though no
counterclaim, cross claim or third party complaint were ever filed on behalf of Pensco Trust or
MF *08. The summary judgment also requested foreclosure on the property which was the
subject of the redemption deed.

The memorandum indicated the properties Valiant sought to foreclose were described in
Exhibit 1 to Jeff Sykes’s declaration. Only a mass legal description was provided. No
distinction or explanation was provided regarding which parcels of property were foreclosed in
relation to the three mortgages or the redemption deed. Even the more recent affidavit of

Schafer provided no such explanation. The memorandum also indicated it sought a judgment
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that Valiant’s interest in the Idaho Club property described in the redemption deed conveyed by
Bonner County Treasurer was senior to any of the Claimant’s interest in the property described
in the redemption deed. No portion of the memorandum claimed it sought a quiet title regarding
VP’s equitable servitudes or prescriptive easements.

B. RELEVANT FACTS

1. Chuck Reeves identified Bar K as a loan servicing agent for R.E. Loans. § 6, Reeves’s
Affidavit filed January 20, 2015. Bar K’s address was 201 Lafayette Circle 2™ Floor,
Lafayette, CA 94549 at all relevant times. Reeves’s 1/20/15 Affidavit Exhibits B, D,
G, and J.

2. The 2007 R.E. Loan Note for Loan No. P0099 identified R.E. Loans as the lender on
Loan No. P0099 and showed R.E. Loan’s address as 201 Lafayette Circle 2™ Floor,
Lafayette CA 94549. Reeves’s 1/20/15 Affidavit Exhibit B.

3. The mortgage for the 2007 R.E. Loan No. P0099 note indicated on its face it should be
returned to Bar K after it was recorded. Reeves’s 1/20/15 Affidavit, Exhibit D.

4. The Bar K Loan Transaction Detail Report identified by Reeves as an accounting of
amounts owed to R.E. Loans on Loan No. P0099 contained an identifier for PODB as
“P0099 Pend Oreille Bonner Development Holdings Inc. Hidden Lakes™ and indicated
the original loan amount was $21,200,000. Reeves’s 1/20/15 Affidavit, Exhibit E. On
August 6, 2008, the loan statement indicated a pay down of $1,160,000.00 from funds
from Loan P0107 (MF *08 Loan). Id.

5. First American Title prepared a Borrower’s Settlement statement on July 31, 2008
showing a New Loan to File in the amount of $22,270,000.00. Charged against this

borrowed amount was payoff of Loan No. P0099 in the amount of $6,473,545.18 and
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P0106 in the amount of $2,700,000. See Request for Judicial Notice of Berry Affidavit
filed February 4, 2015. See also Exhibits G of Finney Memorandum filed February 5,
2015. The title company was First American Title and the title officer on the statement
was Casey Linscott. Id. The borrower was identified as POBD. /d

6. On August 6, 2008, a revised borrower’s statement was prepared. It showed payoffs
against the loan proceeds of R.E. Loan No. P0O099 at $6,172,325.18 and payoff of
Pensco Loan No. P0106 at $2,700,000. Exhibit H to Finney Memorandum filed 2/2/15.
This revised statement was signed by title officer Casey Linscott.

7. On August 6, 2008, First American Title recorded a Mortgage on Pensco Loan No.
P0106. Reeves’s Affidavit filed 1/20/15, Exhibit G.

8. An All Inclusive Note secured by Mortgage with MF 08 identified as the lender on
Loan No. P0107 in the amount of $21,980,000 was executed by POBD on August 1,
2008. MF *08’s address was 201 Lafayette Circle, 2° Floor, Lafayette, CA 94549.
Bar K was identified as the entity to whom the loan fee should be paid. Reeves’s
Affidavit filed 1/20/15, Exhibit 1.

9. An All-Inclusive Mortgage in favor of MF *08 for Loan No. P0107 was recorded
August 6, 2008 by First American Title behind the Pensco mortgage. The signatures to
the mortgage were notarized by Casey Linscott. The document was recorded by First
American Title. Reeves’s Affidavit filed .1/20/ 15, Exhibit J.

10. On August 31, 2009, Bar K provided another Loan Transaction Detail Report directed
to “P0099 Pend Oreille Bonner Development Holdings Hidden Lakes™ for a Loan Note

in the amount of $21,980,000. Reeves’s Affidavit filed 1/20/15, Exhibit H.

11. Reeves testified that MF '08 made the loan to POBD. Reeves’s Affidavit § 21.
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12. A tax deed was issued to Bonner County on May 22, 2014. JV LLC Exhibit L.

13. On July 7, 2014, First American Title Company paid Bonner County $1,665,855.14 to
redeem certain property in the area identified as the Idaho Club. Finney Memorandum,
Exhibit J. The redemption deed identified Valiant as the party that redeemed. Sykes
Declaration Exhibit 2.

14. At the time of the redemption, only R.E. Loans and Pensco had assigned their mortgage
interests to Valiant. Sykes Declaration Exhibits 3 and 4. MF 08 did not assign its
interests to Valiant until July 10, 2014, after Bonner County’s issuance of the
redemption deed. Sykes Declaration Exhibit 5.

15. Reeves’s deposition was taken August 19, 2013.! In his deposition, Reeves testified
that:

a. Barney Ng was involved with Bar K, R.E. Loans, MF08 and Pensco Trust and they
functioned under an umbrella as the “Ng entities”. Reeves Dep. Tr. p. 12, 1. 19-
22;p. 16,1.23-p. 18, 1. 24; p. 20,1. 13- p. 21, 1. 24; p. 57, 11. 1-8; p. 62, 11. 8-25; p.
121,1.22 —p. 125,1. 17; p. 150, 11. 15-22; p. 152, Il. 16 — p. 153, 1. 7-21.

b. In June 2006, R.E. Loans gave POBD a credit facility of $21 million which
refinanced a previous loan of 8 million. Reeves Dep. Tr. p. 64,1. 5-p. 65,1. 2.

¢. The loan was refinanced again by the Ng entities a year or two later. Reeves Dep.
Tr.p. 65,11. 11-p. 66, 1. 18.

d. Reeves identified the Borrowers Statement attached to the Berry Affidavitas a

closing statement from their loan that closed in August 2008. Reeves also testified

! It appears the Reeves affidavit was attached to a memorandum submitted by JV, LLC instead of submitted by
affidavit or declaration. To avoid any issue of proper foundation and whether it is appropriate for the Court’s to
consider this testimony, VP and NIR are re-submitting the Reeves deposition transcript as an attachment to an

affidavit.
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in response to questions about payment of the P0099 loan and the P0106 loan
during the MF 08 closing as follows: “So as I understand the closing statement
and the transaction, these two entities were paid off on that and this new loan for
22,--22,270 - 22, 270,000, part of those proceeds were used to pay off those
two loans. Reeves Dep. Tr. p. 66, 1. 23 —p. 70, 1. 5. Reeves testified the R.E.
Loans and Pensco loan were rolled into the August *08 closing. Reeves Dep. Tr. p.
126, 11. 6021.

e. After payment of the two loans and fees associated with the MF ’08 loan,
$12,480,000 was available for draws for development work, but only
approximately ‘plus or minus’ 2 million was received by POBD at closing. The
loan funding was then cut off. Reeves Dep. Tr. p. 30,1. 14—-p.31,L 1;p. 71,1. 1 -
p- 74, 1. 14.

f. Reeves did not bring documents to his deposition as requested. Reeves Dep. Tr. p.
97, 11. 8-18. The majority of POBD’s documents were destroyed in a fire
December, 2008. Reeves Dep. Tr. p. 110,1.25-7-p. 111, 1. 20.

g. -POBD did not repay MF *08 because it breached the loan agreement by failing to
fund loan draws as agreed. Reeves Dep. Tr. p. 154, 1. 6-p. 155, 1. 18.

h. Barney Ng had a copy of the Third Restated Purchase and Sale Agreement prior to
R.E. Loans funding Loan No. P0099. See Villelli Declaration filed 2/24/15, § 8.

i. The Third Restated Purchase and Sale Agreement specifically included a provision
that the Property purchased by POBD excluded domestic water rights which were

retained by sewer and water company V.P. Inc. and easements for operation and
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delivery of domestic water and sewer service including the sewer lagoon, and the
land application area. Villelli Declaration filed 2/24/15, Exhibit A, page 2.

j- Some of VP’s easements for its water and sewer system were in place for over 20
years prior to the summary judgment. See Villelli Declaration filed 2/24/15, § 10.

C. GROUNDS FOR RECONSIDERATION OF THE JULY 21, 2015
MEMORANDUM DECISION AND ORDER

1. There exists questions of facts on the material issue of loan repayments which preclude
summary judgment.

On reconsideration, the Memorandum Decision & Order stated: “The Court notes there
is no way to tell from the Berry loan closing statement whether the MF08 Loan actually closed.
Presumably, had the loan closed, as asserted by the defendants, documents would exist in which
the 2007 RE Loans Note and Pensco Note were satisfied and the mortgages released of record
(similar to the release of the 2006 RE Loans Mortgage.) No such documents were presented to
this Court.” The court then held the defendants had presented only a mere scintilla of evidence
insufficient to withstand summary judgment, and held as the trier of fact it could draw the most
probable inferences from the undisputed evidence before it and grant summary judgment despite
the possibility of conflicting inferences.

VP and NIR submit the Court erred in stating there was no way to determine if the MF
’08 loan closed. First, there is no dispute the MF *08 Loan No. P0107 closed. Had it failed to
close, there would be no promissory note or mortgage on which Valiant could seek foreclosure
as an assignee of MF ‘08. And Reeves testified at his affidavit and deposition it closed. So the
direct evidence indicates the MF *08 Loan No. P0107 closed.

Additionally, the circumstantial evidence corroborates the direct testimony that the MF

’08 Loan No. P0107 closed. First American Title Company loan officer Casey Linscott prepared
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a borrower’s loan closing statement on July 31, 2008 and revised the Borrower’s Settlement
statement on August 6, 2008. Thereafter, a mortgage was executed with the same August 6,
2008 date as the revised borrower’s settlement. The mortgage was notarized by Linscott. First
American Title Company recorded the MF ‘08’s Loan No. PO107 mortgage. A mortgage would
not record if there was no loan. So even the circumstantial evidence indicates the MF *08 loan
closed. Give that the loan closed, it is reasonable to draw the inference that the settlement
statement was accurate even though it is now disputed whether these loans were paid off at
closing.

The other problem with the Court’s memorandum decision and order on this issue is its
reliance on the probable inferences to be drawn from conflicting evidence given by the same
witness. Chuck Reeves’s deposition testimony regarding payment of R.E. Loan No. P0099 and
Pensco Loan No. PO106 are different than his affidavit testimony given in support of Valiant’s
summary judgment. The Court did not address this differing testimony in drawing its inferences.

Reeves’s deposition testimony and his affidavit testimony were inconsistent. In Capstar
Radio Operating Company v. Lawrence, 153 1daho 411, 416, 283 P.3d 728, 733 (2012), the
Supreme Court reviewed the standard for consideration of a motion for summary judgment when
a jury trial is not requested and provided guidance regarding the trial court’s function in drawing
inferences and weighing evidence when the affidavit and deposition testimony of a witness are

contradictory, holding:

When an action will be tried before a court without a jury, the court may, in ruling on the
motions for summary judgment, draw probable inferences arising from the undisputed
evidentiary facts. Drawing probable inferences under such circumstances is permissible
because the court, as the trier of fact, would be responsible for resolving conflicting
inferences at trial. However, if reasonable persons could reach differing conclusions or
draw conflicting inferences from the evidence presented, then summary judgment is
improper. Losee v. Idaho Co., 148 Idaho 219, 222, 220 P.3d 575, 578 (2009) (internal

citations omitted).
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. . .Although the court, as the trier of fact, may draw the most probable inferences from
the undisputed evidence, there are enough genuine issues of material fact to warrant
deciding the merits of the case at trial. There is a fine line between drawing the most
probable inferences and weighing the evidence, and this Court holds the belief that the
district court should have allowed the case to go to trial in order to weigh the conflicting
evidence and test the credibility of the witnesses.

The Supreme Court proceeded to observe that “. . .the record presents multiple instances
in which witnesses have made contradictory statements regarding material facts. For instance,
Funk's deposition testimony is inconsistent with his affidavit testimony regarding the location
and formation of the GTC accessroad. . . . Moreover, Rook's deposition testimony contradicts

his affidavit testimony regarding Rook's knowledge of Funk's use of the casement road. Capstar

at 418. The Supreme Court further observed:

This presented the district court with another evidentiary conflict regarding a material
fact of whether Funk's prior usage of the access road was apparent and continuous over a
number of years and whether Rook had adequate knowledge to testify to that matter. See
Baxter v. Craney, 135 Idaho 166, 172, 16 P.3d 263, 269 (2000) (stating “it is not proper
for the trial judge to assess the credibility of an affiant at the summary judgment stage
when credibility can be tested in court before the trier of fact.”); Argyle v. Slemaker, 107
Idaho 668, 670, 691 P.2d 1283, 1285 (Ct.App.1984) (holding that even when the court
will serve as trier of fact, credibility determinations “should not be made on summary
judgment if credibility can be tested by testimony in court before the trier of fact”). Yet,
here, the lower court seems to have weighed the conflicting evidence and judged the
affiants' credibility in making a ruling on summary judgment.

Capstar at 419.

In the present case, the undisputed evidence indicated the MF 08 loan closed. Reeves
has provided contradictory testimony whether R. E. Loan No. P0099 and Pensco Loan No.
P0106 were paid as part of the MF *08 closing. In his deposition taken August 19, 2013, he
testified these loans were paid. In his February 2014 affidavit, he testified to the opposite. This
contradicting witness testimony places this case squarely within the holding of the Capstar case.
Reeves’s credibility is at issue. Summary Judgment was inappropriate. A question of fact exists
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whether the MF 08 loan paid off the R.E. Loan P0099 balance and the Pensco Loan P0106
balance. This issue is material to the foreclosure and summary judgment should have been
denied.

2. VP did not waive an affirmative defense.

The Court also ruled that VP failure to raise its equitable servitude and easement quiet
title issues as affirmative defenses in its pleadings or summary waived the issues and the issues
at summary judgment. The Court cited to L.R.C.P. 8(c) as the governing rule. Idaho Rule of
Civil Procedure 8(c) requires that a party pleading to a preceding pleading must set out
affirmatively any other matter constituting an avoidance or affirmative defense. Valliant’s
pleading upon its R.E. Loans assigned cause of action, interpreted by the Court to be a cross
claim against VP of all mortgages assigned to Valiant, contained direct averments that VP
claimed or appeared to have or to claim a title, estate, or interest in or to part of the real or
personal property involved therein. VP admitted these direct averments that it claimed an interest
as required by Rule 8. Thus, no affirmative defense was required. VP also indicated in
admitting these averment that it claimed easements.

In its own characterization of its complaint, Valiant indicated “[o]n August 19, 2014,
Valiant, as successor-in-interest and assignee of the Mortgages, in response to a foreclosure
action filed by Genesis Golf Builders, Inc., filed the Valiant Complaint to foreclose the
Mortgages against the Idaho Club Property.” In no portion of its brief or motion does Valiant
claim it sought to quiet title against VP, Inc. against any of its interests in the domestic water
system or the sewer system which might exist upon the property being foreclosed. Rule

8(a)(1)(2) LR.C.P. requires a party set forth a short plain statement of its claim. Valiant made no
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claim for quiet title. Rule 8(a)(1)(3) requires a party set forth the relief it is seeking. No request
for a quiet title decree was include in the relief sought by Valiant.

In its memorandum decision and order on the motion to reconsider, the Court emphasized
that no affirmative defenses were filed by VP, Inc. in answer to the pleading filed by Valiant’s
August 19, 2014 pleading. First, a cross claim was not specifically included in the pleading. To
the extent the Court emphasized this point to indicate that VP should have included an
affirmative defense for quiet title, such is not the case. Idaho Code § 45-1302 provides in
relevant part that “[i]n any suit brought to foreclose a mortgage... the ... cross-complainant... may
make as party defendant in the same cause of action, any person having, claiming or appearing to
have or to claim any title, estate, or interest in or to any part of the real or personal property
involved therein, and the court shall, in addition to granting relief in the foreclosure action,
determine the title, estate or interest of all parties thereto in the same manner and to the same
extent and effect as in the action to quiet title.” VP admitted in response to a direct averment it
claimed to have a title, estate, or interest in the property involved, and also set forth its claim was
related to its rights in the lagoon lot, the well lots and its easements. An answer to a direct
averment does not require an affirmative defense.

“An affirmative defense is ‘[a] defendant's assertion raising new facts and arguments that,
if true, will defeat the plaintiff's or prosecution's claim, even if all allegations in the complaint
are true.” Blacks Law Dictionary 186 (2d Pocket ed.2001).” Fuhriman v. State, Dept. of Transp.,
143 Idaho 800, 803, 153 P.3d 480, 483, (2007). Valiant raised in its direct averments that VP
claimed or appeared to have to claim a title, estate, or interest in or to a part of the real or

personal property. VP admitted this averment. So VP’s claim that it had property rights in the
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property upon which Valiant sought foreclosure was not an affirmative defense raised outside the
averments of the alleged cross-claim presented on behalf of R.E. Loans.

Further, VP was not required to raise its quiet title actions as an affirmative defense as
they do not prevent the court from entering a decree of foreclosure as required by 1.C. § 45-512.
This was the relief sought by Valiant on its three assigned mortgages and redemption deed. The
summary judgment pleadings of Valiant mention no action for a quiet title decree. A
determination of lien priority and the amounts owed to each defendant does not eliminate VP’s
easements and equitable servitudes.

Finally, even if the Court was correct that VP’s quiet title issues were affirmative
defenses to the foreclosure action, they were not waived because they were raised by VP at the
summary judgment stage. In Fuhriman, supra, our Supreme Court upheld its previous ruling
that an affirmative defense may be raised for the first time on a motion for summary judgment.
Fuhriman, 143 Idaho at 804, 153 P.3d at 484. In opposition to the summary judgment, VP
argued the Ng entities had notice that the water and sewer infrastructure were not included in the
sale of property to POBD. VP produced evidence that the Third Restated Purchase and Sale
Agreement was provided to Barney Ng prior to R.E. making its loan to POBD. This agreement
specifically stated that the water and sewer infrastructure upon the lots sold to POBD was not
included as part of the sale to POBD. Further, enough evidence exists in the record to draw the
reasonable inference that Barney Ng was associated with Bar K, RE. Loans, Pensco Trust fbo
Barney Ng, and Mortgage Fund *08. In fact, Reeves testified at deposition that all his loan
transaction dealings were with Barney Ng. Thus, the reasonable inference should be drawn that
these three related lenders had the same knowledge through Barney Ng prior to making their

loans that the water and sewer infrastructure were not sold to POBD as part of the sale.
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Regarding the prescriptive easements, Villelli’s affidavit testimony was that certain of these

easements have existed in excess of 20 years. Thus, the reasonable inference to be drawn from

this testimony is that there was a question of material fact regarding granting Valiant quiet title.
For the foregoing reasons, VP and NIR respectfully request the Court reconsider its July

21, 2015 decision.
II. MOTION TO ALTER OR AMEND JUDGMENT

Besides the substantive changes sought by NIR and VP, the Court is also urged to revisit
the Judgment and Decree of Foreclosure entered on August 5, 2015.

The Judgment fails to comply with Rule 10(a)(1) requiring a judgment to contain a
caption setting for the names of the parties. The caption does not properly identify the claims of
the parties and their relative claims. As highlighted earlier, it is doubtful that certain claims have
ever been filed in this matter.

After the Court entered its Judgment, a separate Decree of Foreclosure was entered. The
foreclosure decree was not included in the judgment. Rule 54 contemplates that a decree is
encompassed within the judgment. Additionally, in open court on hearing on August 5, 2014, on
valiant’s Motion for Order of Sale, the Court stated that it would sign the Judgment and a
subsequent separate Order for Sale. The order of sale should be included in the Judgment. VP
and NIR propose an amended judgment and decree of foreclosure be entered.

DATED this 19 day of August, 2015.
JAMES, VERNON & WEEKS, P.A.

By: s dwo~— 7 Y ar k>

Susan P. Weeks

NORTH IDAHO RESORTS, LLC AND V.P., INC.’S MEMORANDUM IN SUPPORT OF
MOTION TO RECONSIDER AND MOTION TO ALTER AND AMEND .TUDGMENT:?}?31




CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served on the following
persons in the manner indicated this 19 day of August, 2015:

v U.S. Mail, Postage Prepaid Gary A. Finney
Hand Delivered FINNEY FINEY & FINNEY, PA
Overnight Mail 120 E Lake St., Ste. 317
Facsimile: 208-263-8211 Sandpoint, ID 83864

7 U.S. Mail, Postage Prepaid Richard Stacey
Hand Delivered McConnell Wagner Sykes & Stacey, PLLC
Overnight Mail 755 West Front St., Ste. 200
Facsimile: 208-489-0110 Boise, ID 83702
,':: 4 7 w"'\ IJ{ Ji e
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Susan P. Weeks, ISB # 4255
James, Vernon & Weeks, P.A.
1626 Lincoln Way

Coeur d’Alene, ID 83814
Telephone: (208) 667-0683
Facsimile: (208) 664-1684
sweeks@jvwlaw.net

Attorneys for North Idaho Resorts, LLC and V.P., Inc.

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT OF THE
STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., formerly
known as NATIONAL GOLF BUILDERS,
INC., a Nevada corporation,

Plaintiff,

VS.

PEND OREILLE BONNER
DEVELOPMENT, LLC, a Nevada limited

liability company; et al.,
Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN

STATE OF IDAHO )
) ss

County of Kootenai )

CASE NO. CV-2009-1810

AFFIDAVIT OF SUSAN P. WEEKS IN
SUPPORT OF NORTH IDAHO RESORTS,
LLC AND VP, INC’S MOTION TO
RECONSIDER, AND MOTION TO ALTER
AND AMEND JUDGMENT

I, SUSAN P. WEEKS, have personal knowledge of the facts set forth in this affidavit

and, if called to testify, I would and could testify competently thereto:

AFFIDAVIT OF SUSAN P. WEEKS IN SUPPORT OF NORTH IDAHO RESORTS, LLC AND
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1. I am the attorney of record for North Idaho Resorts, LLC and V.P., Incorporated

in the above matter. I am over the age of 18 years and competent to testify as a witness herein.

The matters stated herein are within my personal knowledge.

2. This affidavit is filed in support of North Idaho Resorts, LLC and V.P,, Inc.’s

Motion to Reconsider, Alter And Amend Judgment.

3. Attached hereto as Exhibit “A” is a true and correct copy of the deposition of

Charles Reeves taken August 19, 2013.

):f 1 ‘»"’Li :é/)

?@P Weeks

SUBSCRIBED AND SWORN to before me this 19 day of August, 2015.

o~ / :
S ‘_' A
O nid . g "j// A
Notary Public for Idaho
Residing at Coeur d’Alene, ID

My Commission Expires: __ ./ 5/ 7 /2 2/
; 7

i
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CERTIFICATE OF SERVICE

I hereby certify that a true and correct copy of the foregoing was served on the following
persons in the manner indicated this 19" day of August, 2015:

v U.S.Mail, Postage Prepaid Gary A. Finney
Hand Delivered FINNEY FINEY & FINNEY, PA
Overnight Mail 120 E Lake St., Ste. 317
Facsimile: 208-263-8211 Sandpoint, ID 83864
v U.S. Mail, Postage Prepaid Richard Stacey
Hand Delivered McConnell Wagner Sykes & Stacey, PLLC
Overnight Mail 755 West Front St., Ste. 200
Facsimile: 208-489-0110 Boise, ID 83702
~ j’f
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THE DEPOSITION OF CHARLES REEVES, was taken
on behalf of the plaintiff on this 19th day of August,
2013, at the law offices of Finney, Finney & Finney,
Sandpoint, Idaho, before M & M Court Reporting Service,
Inc., by Patricia L. Pullo, Court Reporter and Notary
Public within and for the State of Idaho, to be used
in an action pending in the District Court of the
First Judicial District of the State of Idaho, in and
for the County of Bonner, said cause being Case
No. CV-2011-0135 in said Court.

AND THEREUPOQON, the following testimony was
adduced, to wit:

CHARLES REEVES,
having been first duly sworn to tell the truth, the
whole truth, and nothing but the truth, relating to
said cause, deposes and says:
EXAMINATION
QUESTIONS BY MR, MILLER:

Q. Mr. Reeves, good morning.

A. Good rmorning.

Q. Again, John Miller, representing the bank in
this matter. And I say "the bank" because it's gone
through several different forms of a bank. Far
purposes of this action it was filed as Pacific Capital
Bank. And, as you know, it's changed its name from

Page 6

Santa Barbara -- or to Santa Barbara Bank & Trust, and
now it's Union Bank.

But when I talk about "the bank," I'm talking
about the bank as you and Pend Oreille Bonner
Development was dealing with the bank back in 2008.

A. Understood,

Q. Have you had your deposition taken before?

A. Yes.

Q. And I assume you've had a chance to speak
with your counset this morning, so you kind of know the
process and procedures that we're going to go through
here?

A. Yes.

Q. I'mt going to just very briefly give you a
couple of reminders, heads-ups, and then we can get
going. You know that she's taking down everything I'm
saying. She's going to take down everything you say.
I have a habit of stringing on gquestions a little bit
long, and he'll jump on me for that. But you're going
to probably know an answer before I get the whole
question out of my mouth and you'll potentially
interrupt me. I'm going to do the same thing
interrupting you. We're going to try not to do that so
that she can take down one voice at a time because
that's all she can do clearly. And we do want a clear
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record. Do you understand that?

A. Understood.

Q. Even though we don't have a judge sitting
here, we're as though we're sitting in a courtroom.
You've been sworn to tell the truth. And that's all we
can expect today is answer the questions to the best of
your ability.

You're not chained to the chair. If you need
to get up, you need to go speak with your counsel or if
he wants to speak with you, please feel free to stop
and go out and talk and then come back in.

Booklet form will bappen at the end of this.
we'll get a chance for you to review it, make changes
if you care to. My hope Is that we get a good clear
transcript so changes don’t have to be made and we
don't have to argue about inferences from the changes

and all that stuff.
So do you understand what we're up to today?

A, Yes.

Q. Okay. Tell me how your relationship is --
not how your relationship. What is your relationship
with Pend Oreille Bonner Development Company?

A. Pend Oreiile Bonner Development is an LLC.
Its sole member is Pend Oreille Bonner Development
Hoidings, Inc., and I am a 25-percent sharehalder in

Page 8

that corpgration and also presigent.

Q. Who is the other 75-percent holder in the
Holdings? And we'll cut it down to "Holdings" so we
don't have to say those words all the way through.

A. Sure.

Q. Holdings is the parent company.

A. Two different owners. Chip Bowlby,
B-o-w-I-b-y, and Tom Merschel, M-e-r-s-c-h-e-[. And
they own 37-and-3-half percent each.

Q. And it's my understanding that the -- the
three of you as the officers of Holdings decided to
form an LLC, Pend Oreille Bonner Development, here in
Idaho to develop some property here; is that correct?

A. Correct.

Q. And that's its sole purpose?

A. Yes.

Q. And that property we can refer to during the
course of the depasition -- I refer to it at {east as
the Idahco Club.

A. Okay.

Q. The only property that my client is
interested in as far as that entire development is the
Trestle Creek property. If I refer to a Trestle Creek
property, do you know what I'm referring to?

A. Yes.

8398813
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1 Q. Okay. How long have you known Mr. Bowlby and 1 THE WITNESS: Probably depends on the --

2 Mr. Merschel? 2  depends on the transaction. I mean, I'm a minority

3 A. Ever since the late -- yeah, late 199Gs. 3 shareholder. So with that means that the other two

4 Q. You've done -- I'm sorry. 4 parties obvicusly ultimately have control of that

5 A. Yeah. Ican't remember the exact time I met. 5 decision; I don't.

6 Q. Okay. You've done other developments with 6 Day-to-day activities, I am mostly familiar

7 them? 7 with it. As we get into this, many of the transactions

8 A. Yes. I worked with them on one other 8 with Pacific were -- I had very little to do with

9  development. 9  because it was their banking relationship.

10 Q. And that was in Idaho or California or some 10 BY MR- MILLER:

11 other state? i1 Q. And I am going to be asking you exactly that.

12 A. California. Called Pasadera, 12 Okay. So for purposes of general day-to-day

13 pP-a-s-a-d-e-r-a. 13 here in Idaho, from what I just understood you to say,

14 Q. When was Pend Oreille Bonner Development, the 14 you would be the guy to talk to, but if it was the

15 LLC, formed? 15 relationship with the bank and who was asking the bank

is6 A. Not exactly sure. But generally it would ‘16 for what, you wouldn't have been involved in those

17  have been in 2005 to 2006. .17 conversations?

i8 Q. And is that when that entity was formed to - 18 A. Correct.

19 purchase real estate here in Idaho for the Idaho Club 18 Q. Okay. Between Mr. Bowiby and Mr. Merschel,

28  development? 20 would I be talking to one of those in particular or do

21 A. Basically for purposes of this, yes. The 21 they both have this relationship with --

22 structure of the companies was a little more 22 A. Both have the relationship, I believe.

23 complicated. And we actually purchased the property in ‘23 Q. Okay. How would you describe -- and I'm

24  a different entity, which frankly I can't even remember 24 asking for your thoughts. How would you describe Pend

25 the name, and then transferred it to Pend Oreille 25 Oreille Bonner Development's relationship with North
Page 10 Page 12

1 Bonner Development at a later date. But it was all 1 Idaho Resarts? What are they to your entity?

2 around 2005 or’6, scmewhere in there, 1 believe. 2 A. They were the saller of the property.

3 Q. So the purchasing entity, whoever it was, 3 Q. And what was the -- well, if we can focus

4  whatever it was -- we'll call it the purchasing 4 just on the Trestle Creek property -- and we probably

5  entity -- purchased it from who? 5 can't. But if we could, was there a purchase price for

& A. North Idaho Resorts, I believe was the name 6  just the Trestle Creek property or was it wrapped up

7 of the -- Mr. Villelli's entity. 7 into the entire purchase?

8 Q. And that was in what year? . 8 A. It was wrapped up in the entire purchase.

9 A. We closed in June 2006, 9 Q. How was North Idaho Resort to be paid for the
10 Q. And as far as your entity, Pend Oreille 10 purchase of the Idaho Club project? How were they to
11 Bonner Development, LLC, and its hoiding campany for ‘11 be paid?

12 that matter, are you the person with the most knowledge 12 A. They were paid some cash at closing, of which

13  of the transactions here in Idaho or should I be 13 would be in the $5 million range. Although, I don't

14 talking with Mr. Bowiby or Mr. Merschei? 14 remember exactly because that was, again, in June of

15 MR. LAYMAN: Object ta form of the question, 15  2006. We assumed some debt that they had on the

18  speculative. 15 property.

17 MR. MILLER: Understand that -- we understand 17 Q. Canyou --

18  that an objection has been made. We don't have a judge 18 A. "They" being North Idaho Resorts.

19 here to rule on it. So unless he instructs you not to 19 Q. Can you identify the assumed debts?

20  answer, you can go ahead and answer if you understood 20 A. It was -- it was Barney Ng, N-g -- Barney

21 the gquestion. If you want me to rephrase -- 21 Ng's entities, May have been called Bar K then. I'm

22 MR, LAYMAN: Go ahead and answer the 22 not sure.

23  question. . ) 23 Q. Any gthers?

24 You're just asking him to specuiate what's in 24 A. And we assumed a loan that North Idaho

25  other people's minds. So that's ... 25  Resorts had with JV Loans, I think that was all.
REEVES, CHARLES 313®/19/2013
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Q. Okay.

A. And then to finish the answer to your
question, so that was part of the consideration. The
balance of the consideration was for them to be paid
for -- for -- North Idaho Resorts to be paid 20 percent
of the sales price of memberships and lots --
memberships and real property after we hit an $80
million threshoeld of sales.

Q. After you hita -

A. After.

Q. Okay. So if I'm understanding this --
correct me If I'm wrong -- cash at closing, roughly $5
milllon range; assume some debt. JV's -- correct me if
I'm wrong -- was roughly 2.5 million?

A. Sounds about right. Don't remember exactly.
Q. How about Mr. -- is it Ng?

A. Ng.

Q. Ng. It's spelled N-g?

A. N-g.

Q. But we're going to call him Ng.

A. Ng.

Q. How about debt from his entity, how much did

you assume? And when I say "you" -- I apologize --
it's not you; it's your entity.

A. I assumed that as well, you were talking
Page 14

about the entity.
That was probably in the $9 million range at
the time. And the reason, for explanation purposes, of
why I say I think it was in the 9 is we had about -- 1
think we paid about 5 in cash and about $9 million of
assumed debt. It may have been less because of the JV
Loans notes.
So -- but basically we got to about a $16
million number of consideration paid at closing through
cash and debt. And if you work the numbers backwards,
15 million is 20 percent of 80, and so that's why we
hit the 80 threshold for the additional consideration
to be paid for the iand.
Q. Were there monthly payments to be made on the
assumed debt?
A. No -- ch, I'm sorry. On the assumed debt?
Q. On the assumed debt.

A. I --1 believe there were. I can't remember
exactly what the terms were at the time we assumed it.
Q. I'm aware of an escrow at Panhandle Escrow,
as far as 1V, LLC, is concerned,.for monthly payments.
I'm not aware of any monthly payments to North Idaha

Resorts. So if you can scratch your memory a little
bit and figure out whether North Idaho Resorts was
going to get any kind of a monthly payment at afl or
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was -- was it the end -- after 80 percent profit then
they were going to get 3 piece?

A. Llet me clarify. The Ng entities, whatever
they were called, JV Loans, thera were -- those had
debt structures. Sc they were probably release prices
with lot sales or probably monthly payments or interest
payments. Typical lender arrangement.

Q. Okay.

A. North Idaho Resorts had no monthly payments
to be made. So the only additional consideration to be
made was after the 80 million -- to be paid was after
the $80 million threshold was reached.

Q. Was there some sort of written or
understanding, an agreement if you will, between your
entity and North Idaho Resorts as far as your ability
to borrow against the real estate?

A. There certainly wasn't any prohibition
against it.

Q. I'm looking for anything if you -- that
you're aware of that was in writing between North Idahg
Resort and you that said something to the effect of,
Don't worry about us; we'll get paid at the end; you
can borrow against the property, something along those
lines.

A. I'd bave to go back and, you know, refresh my

Page 16

recollection as to what the agreement said. That
certainly was the understanding. I can't specifically
recall a provision that said that.

Q. Okay. Just out of curiosity, when I sent out
a notice, I did an informal request that you bring some
documents with you. Did you bring any documents at all
in response?

A. [Ididn't. AndI apologize. Because I
don't -- I trust that you did, and I don’t remember
seeing that or I didn't read it. So I did not bring
any documents.

Q. we'll worry about that for trial if we've got
to try the case.

Who is William Sterling?

A. He was legal counsel -- one of our counsel

for Pend Oreille Bonner Deveicpment at the time of the

closing.
Q. Of the original closing in 20067
A. Yes.

Q. And was he also your counsel at the time of
some closings that occurred in August of 20087

A. Probably. But frankly I don't remember.

Q. We'll get you some documents to look at that
will hopefully refresh your recollection there. But I
want to get some general information, if I could, about

8/84/4013
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the -- the time period from late 2007 unti! the closing
that occurred in August of 2008, And it's my
understanding that additional monies were coming in
from other sources. Tell me what the -- the situation
was in late fall 2007, stringing through the spring and
summer -- early -- well, midsummer of 2008, which was
requiring your entity to seek additional input of
funds.

A. Sure. So in -- I will back up a little bit
earlier.

Q. Okay.
A. So sometime late summer, early fall of 2007,

the Ng entities could not fund our monthily draws that
we -- we'd submit a monthly draw request, and they
couldn't fund them. And that was during the time we
were building the golf course, putting in a lot of
infrastructure, probably spending 2 to $3 million a
month on infrastructure and golf course construction,
et cetera, on the development work. And so when
that -- when that funding stopped, we had to find
obviously ancther source of funding to pay those bills,
So a couple things happened. My partners put
some of their own personal money in the development,
amount of which I don't know sitting here today.
Q. The partners you're referring to are

Page 18

Mr. Bowlby and Mr. Merschel?
A. Correct.

Q. Okay.
A. In addition, we talked at that time -- my

partners talked at that time about going to what you
refer to as Pacific Capital -- I'li probably say First
Natifonal Bank because it was First National Bank of
Monterey at the time -- going to them and borrowing
funds to help, you know, tide this over until we

could -- and pay the bills that we had to pay until we
could get things straightened away with Mr. Ng and his
organizations.

Q. So as I'm listening ta you here, apparently
there's a meeting between yourself and your partners
about what are we going to do here to cover the
shortfalls. The discussion is between the three of you
to seek additional funding from First National Bank --

I think it's actually a d/b/a of Pacific Capital Bank
at the time, but I'm not positive either -- seek
additional funding from them to help tide you over?

A. Correct. ”

Q. And the tiding over was, I assume, because
you needed even more money than -- than that?

A. Right. We had a -- we had a development loan
with the Ng enterprises, of which how much was left to
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be drawn on that I can't remember. But basically they
had stopped funding. So we needed that, and we had
additional development work to do on what we call the
mountain portion of the development, and we had
obviously the golf course to complete. So we had those
two and then the ongoing sales and marketing operations
as well that needed to be funded.

Q. So do you know when the first funding arrived
from First National Bank at the request of -- of
Mr. Bowlby and --

A. Sametime probably late October 2007,

Q. Okay. And had you made folks aware -~ folks
being -- well, let's just focus on JV, LLC. Did you at
that time make 1V, LLC, and North Idaho Resorts aware
of the fact that you were seeking funding from
elsewhere other than Mr. Ng?

A. Don’t remember.

Q. Okay. Asfar as your company's interfacing
with the entities here in Idaho, the assumed debt if
you will, was that on your desk or did that happen from
a desk with Mr. Merschel and Mr, Bowlby?

A. Probably on my desk.

Q. Okay. Well, let's go now beyond the initial
funding that they received from -- they -- your entity
received from First National Bank. Do you know how

Page 20

much that was?

A. 1 think it was in the $5 million range.

Q. And do you know when that arrived on the
scene to be able to start utilizing it to pay the --
the monthly nut, If you will?

(Enter Ms. Weeks.)

MR. MILLER: Let the record reflect that
Ms. Weeks just walked in the room. We're off the
record for a second.

(Discussion off the record.)

MR. MILLER: We're back on the record.
BY MR. MILLER:

Q. So after that roughly $5 million loan that --
the funding that occurred in fate October of 2007, what
happened next as far as trying to replace, if you will,
the Barney Ng entities funding?

A. So around Thanksgiving time of that year,
Mr. Ng came back to us and said that he had solved the
issues that he had with his funding, which I believe
was some SEC reporting issues, as it was reported to
us, and that he could -- he could -- he would be able
then to both start up funding again and also asked to
barrow some additional funds.

So we had probably borrowed at the time --
initially probably borrowed $20-plus miliion, probably

314?!19/2013
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paid that down to about 8 or 9 from lot sales, and had
additional development work to do, as I just described
golf course infrastructure work to do. So he said he
cculd -- he -- he was now free to do that and could put
that transaction together. So we began working on that
with him.

Q. Okay. Did the additional funding from his
ability to -- to redo things, did it finally come in?

A. That ioan finally closed, [ think, in July or
August of '08.

Q. And those are the documents that we're going
to be going through, the August 6th closing of that
funding.

How much funding came in and from where?
Obviously Mr. Ng. Was it other than Mr. Ng or just him
again with a different entity?

A. Waell, he -- with -- you're talking about the
August 2008 closing?

Q. Yeah.

A. From our standpoint of dealing with him was
still dealing with one person, with Barney Ng. I think
the entities changed to R.E. Loans -- R.E. Loans may
have been involved in the first one -- MF08 and Pensco
Trust, which is Barney's personal trust.

Q. Again, as far as being on your desk or being

Page 22

on Mr. Bowlby’s desk or Mr. Merschel's desk, the
dealings with Barney Ng, was It your desk, your
responsibility then to report to the more senior
partners if you will?

A. 1 would have more to do with the -- with Ng
closings than they would. But as compared to your
earlier question about day-to-day things, there would
be more involvermnent with -- with Mr. Bowlby and
Mr. Merschel with that type of a closing than there
would have been on just day-to-day development
activities. But it was still -- I probably took the
fead in that.

Q. Okay. From late October 2007 until the
closing in 2008, was the $5 million loan that you had
received from First National Bank sufficient to cover
the needs getting to that point?

A. I'd have to look back at our - at our books,
financial records to be able to accurately answer that.
But I'm sure that money was -- was used and spent. I
think there were additional monies spent as well.

Q. But you did indicate that your partners put
in money of their own?

A. Correct.

Q. Were they putting maoney of their own into the
project at that time between October 2007 and closing
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of August 20087

A. To my recollection, yes. But I'm speculating
a bit because I don't remember exactly what the
contributions were.

Q. Okay. The bocks and records -- the financial
records, If you will, of Pend Oreille Banner through
that time period, where are they located now?

A. Probably two locations. Some of them are in
Sandpoint at our office there -- here, I should say,
and some are probably In Monterey, California.

Q. Do you have a ballpark range of what
Mr. Merschel and Mr. Bowlby were putting in?

A. 1 have a ballpark range of what they have
invested for the project. But for that time period,
no.

Q. Llet’s go to the time period first. Do you
have an idea?

A. No.
Q. For the entire project from purchase in 2006

until the present, how much out of pocket are they; do

you know?

A. Probably $13 million.

Q. Eachor...

A. No. Total. And I believe it's divided
equally. :

Page 24

MR. MILLER: I want to hand you & document
that we previously marked as Exhibit 1 to Mr, Berry’s
deposition. And I'll ask the court reporter, and she
Is marking it as Exhibit 1 to your depositien.

{Whereupon, Deposition Exhibit No. 1 was
marked for identification.)

{(Witness examining document.)

MR. MILLER: And I'm also -- while you're
reading, I'm going to mark to your depeosition a
document that we marked previously as Mr. Berry's
Exhibit No. 3 to his deposition. We'll mark it the
same. And I'll have you look at that as well.

{(Whereupon, Depesition Exhibit No. 3 was
marked for identification.)

{Witness examining document.)

MR. MILLER: Let me know when you've had
sufficient time to take a look at each of those
documents.

THE WITNESS: Okay. I've reviewed them.
BY MR, MILLER:

Q. Al right. We're gaing to focus first on
Exhibit 1. And it's a document that is called a
Subordination Agreement. And on page 4 of that
agreement, it does bear a signature above the name,
Charles W. Reeves, President. Is that your signature?

8/394213
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A. 1 believe it is.
Q. Do you recall this document at all as you're
sitting here today?

A. Ido.
Q. Tell me what your understanding was of this

subordination agreement. Why it was executed?

A. Because at the time, First National Bank
needed security for the, plus or minus, $5 million loan
and they needed to be in first position. So JV Loan
subordinated to that loan so that that would occur.

Q. Did you personally have any discussions with
Mr. Berry or his son, Willlam Berry, about the need for
a subordination to put First National Bank into a first
position?

A. I may have. I don't recall one specifically.

Q. Do you have any reccliection at all of
informing 1V, LLC, that the monies that were funded, if
you will, by First Nationa! Bank in 2007 wouid be
supplemented by an additional $5 million in arder for
them to subordinate?

A. Would you ask that question again, please.

Q. Certainly.

Do you have any recollection of conversations
between yourself and either of the Berrys that the
subordination that we're looking at, Exhibit 1, would

Page 26

be granted on an additional $5 million to the $5
million that was loaned in October of 20077

MR. JOHN FINNEY: Object as to form of the
question.

MR. LAYMAN: Objection --

MR. JOHN FINNEY: It assumes facts not in the
record.

MS. WEEKS: Join.
BY MR, MILLER:

Q. Do you understand the question? I can try it
again.

A. I'm going to let you try it one moere time.

Q. Okay. Understand that there's an allegation
made in this case that the purpose, from JV's
perspective, of this subordination agreement was that
First National Bank/Pacific Capital Bank, was going to
make a loan of $5 million and it was a new loan as of
August 2008. Was that your understanding?

A. No.

Q. Was your understanding that they were getting
their senior position because of the $5 million ioan
that they made in -- originally in October 2007 and
they renewed it in March of 2008?

A. Yes.

Q. You didn't tell Mr. Berry something
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different?

A. No.

Q. Lef's refer to the Exhibit 3 that I had
marked. And you've got a copy of it in front of you.

A. (Complying.)

Q. You'll recognize that that document is alsc
recorded August 6th of 2008, this closing that occurred
20087

A. Yes.

Q. There was a lot going on in August of 2008,
wasn't there?

A. Yes.
Q. A lot of documents were recorded that day?

MR. LAYMAN: Object to the form of the
qguestion.

THE WITNESS: Sorry. Was that a guestion?
BY MR. MILLER:

Q. It was a question. Weren't there a lot of
documents being recorded that day?

A. Normal -- I would say normal amount given the
size of the transaction, yes.

Q. Okay. And were you the individual for Pend
Oreille Bonner Development who would have been, if you
will, shepherding the transaction to closing?

A. One of them, ves, of course along with

Page 28

counsel.

Q. Okay. And that counsel, as you're sitting
here now, do you recall whether it was Mr. Sterling or
not?

A. Istill don't -- I still don't recall who was
involved. We had a couple different legai counsels
that look at these -- legal -- a couple different
attorneys to look at decuments. So ...

MR. MILLER: Okay. I understand.

I'm going to mark Exhibit 4 to this
transcript, which was Exhibit 4 to Mr. Berry's, and ask
you to take a look at that document.

{Whereupon, Deposition Exhibit No. 4 was
marked for identification.)

(Witness examining exhibit.)
BY MR, MILLER;

Q. This may be the first time you've ever seen
this document. But it's also possible that your
counsel could have been forwarding copies to you as
well. So do you recognize the document?

A. Idon't remember seeing it.

Q. Okay. If you'll lock on the first page of
the document, and you'll see a couple of names next to
a paragraph. Would you focus on that paragraph and
just read it carefully to yourself again.

3148 19/2013
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A. (Complying.) Okay. I'veread it.

Q. Was that your understanding of what was about
to transpire?

A, 1 think that accurately reflects it, yes.

Q. Allright. lLet's go backto 3. AndI
believe, if you'll look at the signature line on that
document about halfway down the first page, it bears a
signature of Charles W. Reeves. Is that you and is
that your signature?

A, I believe itis.

Q. Can you tell me what your understanding was
of this document and why it was recorded?

A. You know, best of my recollection that --
that this, you know, prevented Pacific Capital from
increasing the loan amount and that it would have been
part of the consideration, I think, to -~ to ]V, LLC,
that obviously they were subordinating to a certain
amount of money and they didn't want the loan amount to
increase. As I read it, why it works both directions
I'm not sure, but --

Q. In other words --

A. -- that's my recollection of it.

Q. In other words, 3V was also not going te
increase its foan?

A. 1 think that's what the document says.

Page 30

Q. Do you recall whether or not this document
has a relation to -- other than, of course, being
recorded on the same day -- to Exhibit No. 1?

A. Idon‘t know.

Q. Reading the first sentence of Exhibit No. 3,
it talks about the senior positions of 1V, LLC, and
Pacific Capital Bank. After the recordation on
August 6th, 2008, in your mind, who was going tc be the
senior lien holder on the Trestle Creek property?

MR. JOHN FINNEY: Object. This document
doesn't have anything to do with Trestle Creek.
THE WITNESS: Pacific Capital Bank.
BY MR. MILLER:

Q. The Barney Ng entities for the August 6,

2008, closing, how much additional funding was he able
to put on the table?

A. The amount of the additional funding was
probably in the -- the commitment was probably in the
$14 million range, $15 million range. I think 2-plus
million was funded at closing and that's the last
funding we got.

Q. Okay. So what I just heard is Ng cut off the
funding again?

A. Correct.

Q. Despite his agreement ta fund perhaps as much
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as 15 million?

A. Correct.

Q. As you sit here today, do you know whether or
not there was any dollars left in the bank account of
Pend Oreille Development that originally was derived
from the $5 million loan back in October 2007 on
August 6, 20087

A. I wouldn't know that.

Q. Okay. Would you have -- strike that.

MR. MILLER: Mr. Reeves, I'm going to hand
you a document that is marked Exhibit 2 to Mr. Berry’s
deposition. We're going to mark it Exhibit 2 to your
deposition and ask you to take a look at that document.

(Whereupon, Deposition Exhibit Nc. 2 was
marked for identification.)

(Witness examining exhibit.}

THE WITNESS: Okay. I have reviewed.it.

BY MR. MILLER:

Q. Have you seen that document before or is this
something that you have any personal knowledge about?

A, I don't remember whether I've seen it or not.

Q. Okay. Just by -- based on its recordation
date of August 6, 2008, and the identification of the
parties, is it a fair assumption that this is the
funding, if you will, to come In from Ng's company?
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MR. LAYMAN: Object to form. Object to the
form of the question. It asks him to speculate.

MS. WEEKS: Join.

MR. JOHN FINNEY: Join.
BY MR. MILLER:

Q. Do you understand the question?

A. 1do understand the question. And, yes, I
think this was part of the funding -- part of what was
needed for the Ng entities to provide us -- provide
Pend Oreille Bonner Development additional funding.

MR. MILLER: Okay. I'm going to hand you
another document. I'm going to ask the court reporter
to mark it Exhibit 5 to your deposition. It was 5 to
Mr. Berry's deposition.

(Whereupon, Deposition Exhibit No. 5 was
marked for identification.)

BY MR. MILLER:

Q. This is just to hopefully refresh your
recollection as to who -- who was, as your counsel,
working this transaction for your entity.

A. Yes. And that's obviously Bill Sterling.

Q. Okay. You're copied on this e-mail. It's an
e-mall from Mr. Sterling to Mr. Finney, who's sitting
here. Is this your understanding of what was

sAtb13

transpiring?




NN N NNNF o
ot
Ln-thHO\Dm\Imln-waHgtom\lmU'l-hLle-—A

O 0N AW N

[N S TN N O
WNRrRObwuadLREDREES

24
25

www.mmcourt.com

Page 33

A. Well, it's -- I -- obviously I was copled. I
assume I probably saw this. [ don't remember
specifically but -- but, yes, the substance of it where
First National Bank wanted JV, LLC, to subordinate,
that was what would have been transpiring during this
time, yes.

Q. Do you recall having any conversations with
either Mr. Finney or his clients at the time of -- of
this e-mail?

A. I don't specifically recall conversations.

But I'm sure we would have tatked about this, yes.

Q. Okay. Is it your normal business practice to
make notes of your conversations with these types of
parties?

A. Not generally.

Q. Ifit's an e-mail, it would be on e-mail?

A. Yes.

MR. MILLER: Can we go off the record.

(Discussion off the record.}

MR. MILLER: Let's go back on the record.

I'm going to hand you a document marked
Exhibit 6 to Mr. Berry's deposition. We'll mark it 6
to your deposition.

(Whereupon, Deposltion Exhibit No. 6 was
marked for identification.) :
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BY MR. MILLER:
Q. Once again, this is a document -- it's an
e-mail document that you're receiving a copy of; it's
not one that you're participating In as either the
direct recipient or the author of it. But I'm going to
ask you: Do you have any recollection of this document
at all?

A. No.
Q. Okay. There is a comment made within the

e-mail about the First Nationai Bank has been very slow
in responding. Do you have any comment as far as your
knowledge of the bank dragging its feet or trying o

get documents out of the bank?

A. No.
Q. Let's go back to Exhibit 1 for @ minute.

That was the subordination agreement. Do you have, as
you're sitting here today, any recollection about who
drafted that document?

A. No.
MR. JOHN FINNEY: Counsel, you're pointing at
Exhibit 2.

MR. MILLER: Am I? I grabbed the wrong one.

There it is.
(Document tendered.)
THE WITNESS: The answer is still the same.
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No, I don't know who would have prepared it.
BY MR. MILLER:

Q. Do you have any knowledge about the bank
being very, very slow in getting decuments to aid in
the closing of the August 6th --

A. Idon't have any knowledge of that.

MR. MILLER: Okay. I'm going to hand you a
document that we've previously marked as Exhibit 7 to
Mr. Berry's deposition. We'll mark it 7 to this
transcript.

(Whereupon, Deposition Exhibit No. 7 was
marked for identification.)

BY MR. MILLER:

Q. I'd ask you to take a look at that, read
through it carefuily for a moment or two.

A. (Complying.) Okay.

Q. Once again, you're copied with this document.
Do you have recollection of actually receiving this
document and making cemment to anybody on it?

A. No.

Q. Okay. Does it basically state your
understanding of what was transpiring in or about July
of 2008?

A, Yes.

- Q. Iwantyocu to focus on the words inthe
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second paragraph, "Chuck Reeves has obtained a loan
commitment under which he will make a series of draws.
When I referred to the 'initial funding’, I meant the
first draw, which we are working hard to close of
record on Monday." What loan commitment do you believe
this refers to?

A. The Ng loan commitment.

Q. And that would be for the initial funding
from that loan commitment as of August 6th when it
closed?

A. Yes.
Q. Do you know whether or not the -- the fees

that were identified in paragraphs 2 and 3 of this
e-mail were paid from the close of that escrow?
A. T'd have to look at the closing statement
but -- so I don't remember back in 2008.
Q. Okay. Did.you befieve that any of the Ng
funding -- strike that.
MR. GARY FINNEY: Yeazh. Why don't you ask
questions?
MR. MILLER: I think that was an objection.
MR, GARY FINNEY: Who, what, why, when and
where does the witness know.
MR. MILLER: Ycou can certainly ask them when
it's your turn, Gary. Let’s take a five-minute break.

3148/19/2013
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(A short break was taken.)

MR. MILLER: Back on the record. I'm passing
the witness to whoever wishes to ask the who, what,
whys and wheres. I got my ding in.

MR. GARY FINNEY: No comment. I'm not the
witness today.

MR. JOHN FINNEY: He's turning it over to you
for questions if you have any.

EXAMINATION
QUESTIONS MR. GARY FINNEY:

Q. Mr. Reeves, my name is Gary Finney. And I
represent JV, LLC, which is basically the Jim Berry
entity. I have a few questions just in general.

Did you bring any decuments with you today to
furnish for this deposition?

A. No.
Q. Do you have the exhibits that were marked in

front of you? If you do, let's look at Exhibit No. 1.

A. Okay.
Q. Do you see up at the top left under the

caption "When recorded mail to"?

A, Yes.
Q. Okay. Do you know whether or not this

document was mailed to Pacific Capital Bank?
A. I have no knowledge. ’
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Q. Who actually typed this document?
A. I don't know.

Q. What loan is it for?

A. May I just review this quickly again?
Q. Swure. Sure.

A. Thank you.

{(Witness examining document.)

MR. MILLER: While he's reviewing, I'll
object as to form.

THE WITNESS: So if I understand the
document, this is a subordination agreement from JV
Loans on behalf of Pacific Capital to subordinate v
Loans' position to Pacific Capital. V
BY MR. GARY FINNEY:

Q. Okay. Where did you first see this document?

A. I can't answer that because I can't remember
whether I saw it before or not. I guess I did, because
I'think I signed it. SoI -- you know, I don't know
when I first saw it

Q. Would you look at the third page for the -- a
signature under the name Pacific Capital Bank, By.

A. Yes, I see that.

Q. Is this document signed by anyone for Pacific
Capital Bank?

A. Doesn't appear to be.
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Q. Do you know the name -- and I can't -- Niraj
Maharaj, the name that Is supposediy by, do you know
that person?

A. TI've met him before.

Q. Okay. Why was this document not signed by

the bank?
MR. MILLER: Objection, calls for

speculation.
THE WITNESS: I wouldn't have any idea.

BY MR. GARY FINNEY:

Q. How many loans did your entity get from
Pacific Capital Bank?

A. Ibelieve one.

Q. And when did you actually get the money from
the one loan you're referring to?

A. Fall of 2007.

Q. Was that loan secured in any way?

A. [Initial loan was not secured.

Q. Excuse me?

A. The initial loan when we received the maney
was not secured.

Q. Thank you.

How were you planning to pay that loan back

initially?

A. Ithink the understanding was that we
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would -- we would eventually refinance the project
with -- with either the Ng entities or some other
entity and that eventually -- that it would be paid
back through that -- through that vehicle.

Q. Okay. That initial loan was fairly short,
was it not, with Pacific National Bank?

A. I don't remember.

Q. When that initial one loan came due, what did

your entity do as far as something with Pacific

National Bank?
A. Idon't know because I wouldn't have dealt

with them; my partners would have.
Q. So, I mean, is your answer you don’t know
when that -- I'm not trying to put words in your mouth.
MR. MILLER: Yes, you are.
THE WITNESS: I don't know specifically what
conversations took place between Mr. Bowlby and
Mr. Merschel and the bank. But they would have dealt
with that because it was their banking relationship.
BY MR. GARY FINNEY:
Q. I understand that. Okay.
Did you see or receive -- the bank in this
case gave us a package of documents, the loan documents
for your entity's loans. Have you ever seen that or

looked through it?
8/33A613
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A. I probably signed some of those, I would
assume.

Q. Okay. I think -- and you correct me if I'm
wrong. But for this first lcan that you said was not
secured, you are the signing party on the loan

agreement and the note, are you not?
A. The first money that was received in Cctober,

I don't believe I signed anything for that. I believe
that was done through some credit facility with my

[ RN I ST N R TURIE RN
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some different documentation from what was there so
then we did that documentation in the spring.

Q. So what I stated as the second loan, do you
just want to call it different documentation required

by the bank?
A. Sure. If you want to call it that, that's

fine.
Q. And what was the difference, if you know?
A. Well, I don't know because, again, Idon't
know exactly how the first one was handled. So I

partners.

Q. Okay. Then what about the second money from .11 couldn't comment on the differences. I just -- I think
Pacific National Bank? 12 it was, you know, a normal commercial loan note for

A. There wasn't any second money that I know of. 13 the -- for the -- you know, that we signed in, like I

Q. Was there any second loan documents? 14  say, spring of '08.

A. Well, that's assuming there was a first loan 15 Q. On the different documents the secend time,
document, which I'm saying is I don't know what the 16 was there any security from your entity granted to-the
transaction was. I krnow my partners talked to First .'17 bank?

National Bank; they had some credit facitity with them; 18 A. Don't know and don't remember.
money appeared on the project, which is all I cared .19 Q. Were you physically present with Mr, Berry
about so I could pay the bills. 120 when the Exhibit No. 1 was signed?

Q. And did you actually sign the second ioan 21 A. Don't remember.
documents with Pacific National Bank for your entity? .22 Q. Do you recall where you signed the exhibit?

MR. MILLER: Objection, form of the question. 23 A. No.
MR. LAYMAN: Object to the form. 24 Q. Okay. It's on the notary but ...

THE WITNESS: I think I signed loan documents 25 A, (Gesturing.)

Page 42 Page 44
sometime in the spring of 2008 with Pacific National 1 Q. Fine.
Bank. 2 Which one of your entitles received the $5
BY MR, GARY FINNEY: ] milifon from FNB -- not FNB -- Pacific National Bank?

Q. And what was the security for, we're calling 4 A. Idon’t--1don't know how the money came
it, the second loan? ) in.

A. Okay. I'll just -- sorry. & Q. Do you know what entity borrowed the initia!

MR. LAYMAN: Object to form. I mean -- 7 money, which of your entities?

THE WITNESS: I don't think it's a second "8 A. The money, again, that was borrowed in
loan. .5 October, I don't think it was our entities borrowed it.
BY MR. GARY FINNEY: 10 I think it was, again, some credit facility Mr. Bowlby

Q. Okay. 11 and Merschel had. I don't know if it was -- again, if

A. But for those documents, I don't remember 12 it actually came directly to us and what they did.
what the security was or if there was any security at 13 You'd have to ask them about that.
the time. ‘14 MR. GARY FINNEY: We'll have an exhibit

Q. Well, instead of a second loan, just tell me 15 marked.
how you would refer to it, and I'll use that term. You 16 (Whereupon, Depasition Exhibit A was marked
got money late October of 2007, right? 17  for identification.}

A. Correct. ‘18  BY MR. GARY FINNEY:

Q. And then you did something with the bank 13 Q. Mr. Reeves, we've produced now an Exhibit A,
after that? 2¢  Just tell me if you recognize it.

A. Corract. 21 A. No.

So my recollection of why that happened is we 22 Q. Have you ever seen it before?
barrowed -- my partners borrowed money through whatever 23 A. Not to my recollection.
credit facility, assumed it was going to be relatively 24 Q. What's the date on it?
short-term and be repaid; tha bank decided they needed .25 A. The date at upper right is 10/29/07, 1

REEVES, CHARLES 314%/19/2013
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believe.
Q. Okay. Would you take a moment -- under the

middle there, it says Complete Description. Read that
to yourself.

A. (Complying.)

Q. First of all, after reading it, do you
understand what this document is?

MR. LAYMAN: Object to the form.

THE WITNESS: No. It kind of looks like a --
it looks like it might be something that had to do with
a wire transfer to Pend Oreille Bonner Development.
BY MR. GARY FINNEY:

Q. First of all, give us the loan number. Just
read it.

A, Number 101760163.

Q. Does the lgan number tell you anything about
what loan this is?

A. No.

Q. Okay. Would you look just guickly back to
Exhibit No. 1. And at the top of that, there's a
place, top left, for loan number, is there not?

A. Appears to be, yes.

Q. And do you know if the loan number you read
us is the loan that's supposed to be referred to as
loan number on Exhibit 1 but left blank?

Page 46

MR, LAYMAN: Object to the form.
MR. MILLER: Tl echo that.
THE WITNESS: Idon't know.
BY MR. GARY FINNEY:
- Q. The Exhibit A again. I'm going to read from
it under -- it says it's in -~ it's "Advance for
outgoing wire to Mountain West Bank for Pend Oreille
Bonner Development, LLC. Loan draw."” You see whatI
read?

A. Yes.
Q. What bank account is Pend Oreille Bonner

Development, LLC, in your words?

A. Would you reask that question -- ar rephrase
that for me, please.

Q. Well, maybe I'll back up. How many bank
accounts did your entities use or maintain in relation
to Idaho Ciub?

A. [don't remember. Probably more than one.

Q. Okay. I'm wondering did Pend Oreille Bonner
Develgpment, Inc., have a bank account at Mountain West
Bank?

A, I believe we did, vyes.

Q. Just which -- how would you reference that
bank account, like its uses, purposes?

A. It not sure how to reference it. I mean, the
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use, to explain, is basically paying, you know, ongoing
expenses of the development operaticn. So paying
contractors for infrastructure, contractors on golf
course, We used -- Pend Oreille Bonner Development
paid those and, [ believe, paid them generally out of a
Mountain West Bank account.
Q. Would that then be a fairly large dollar
amount account?
MR. LAYMAN: Object to the form.
THE WITNESS: It just depends on the time of
the month.
BY MR. GARY FINNEY:
Q. Well, to give you a -- it appears that you -
your account received $4.5 million by wire under this
exhibit. Okay?

A. It appears, yes.
Q. And is that what you call the first loan or

only loan that you got from Pacific National Bank?

MR. MILLER: Objection as to form of the
guestion.

THE WITNESS: It appears, yeah. I'm not
familiar with this document. But it would -- the
timing of it, generaily the amount -- although I
thought it was a little more than 4.5 -- was the amount
we would have received about that time from Pacific

Page 48

Capital Bank, yes.
BY MR. GARY FINNEY:

Q. Who all were signers on the account at
Mountain West Bank?

A. Again, I'm trying to remember back in 2007.
But I probably was. Perhaps Sherry Wagner was.

MR, MILLER: I'm sorry. Who?

THE WITNESS: Sherry Wagner.

BY MR. GARY FINNEY:

Q. Do you know, after the money went in this
account, where did it go from there?

MR. LAYMAN: Object to form.

MR. MILLER: Echoed.

THE WITNESS: All I can answer at this point
is the money in that account was used to pay
infrastructure devélopment costs. So -- but I don't
know specifically.

BY MR. GARY FINNEY:

Q. And would you have been the person writing
the checks that it was used to pay for infrastructure
development?

A. I would have been -- I would have been
writing or signing some of those checks. It's pessible
some of those may have been cut out of Monterey,
California. I don't remember at the time.

8344813
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Q. Just to be specific, did the 4.5 million
represented by this wire deposit in Pend Oreille Bonner
Development's, LLC, bank account go right back to

California?

A. No.

MR. MILLER: Objection to the form. Calls
for speculation,

THE WITNESS: Not to my knowledge.

BY MR. GARY FINNEY:

Q. Was all the money spent for infrastructure
development here in Bonner County, Idaho?

MR. MILLER: Objection as to form.

MR, LAYMAN: Object to form.

THE WITNESS: My recoliection the reason we
needed the money is to pay for infrastructure
development, ongoing operations, general administrative
cests, sales, marketing., Everything invoived with the
Idaho Club development. So it was my understanding it
would have been spent on that.

BY MR. GARY FINNEY:

Q. Okay. I want to break down -- Idaho Club
meaning the golf course area and Moose Mountain near
Pack River as opposed to Trestle Creek on the laka.

Did any of this 4.5 million go to Infrastructure

development at the Trestle Creek?

Page 50

MR. LAYMAN: Object to the form.

MR. MILLER: Echoed.

MR. LAYMAN: Go ahead.

THE WITNESS: I wouldn't know that
specifically. But we were not doing much development
activity -- we weren't doing any devefopment activity
per se, construction activity at Trestle Creek other
than repairing a few docks, doing some things like
that. So I would say the majority of it would have
been spent on Moose Mountain and the golf course, as
you identified it.

BY MR. GARY FINNEY:

Q. Since you didn't have any development at
Trestle Creek, would you believe this 4.5 million
didn't go to develop anything at Trestle Creek?

MR. MILLER: Objection as to form.

MR. LAYMAN: Objection, form, asked and
answered. Go ahead.

THE WITNESS: Yeah. I'm not sure how to
answer it any better than I just did. I'm not going to
say no money went to Trestie Creek, because I don't
have that knowledge as I sit here five years later
but -- or six years later. Buf saying it is the
majority -- the vast majority of the work was occurring
on Moose Mountain and the golf course. So It would be
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logical to assume the vast majority of the money was --
BY MR. GARY FINNEY:

Q. Did the Pend Oreille Bonner Development
entities have other accounts other than the Mountain
West account -- Mountain West Bank account?

A. We may have had other Mountain West Bank
accounts, May have had other accounts then. I don't
recall that we did, but I don't recall we didn't. So [
don't know, I guess, is the answer.

Q. Did you have accounts at other banks for --
other than Mcuntain West Bank for your development
project?

A. Idon't remember.

Q. [In any discussions you had with anybody for
JV, LLC, did you tell them you had received the money
represented by Defendants' Exhibit A?

MR. MILLER: Objection, foundation.

MR. LAYMAN: Object to the form.

THE WITNESS: Would you ask that question --
rephrase that, please, or restate it, either.
BY MR. GARY FINNEY: :

Q. Yeah. Maybe I could generally say: Did you
let IV, LLC, know you had received the money from the
First National Bank loan about October of 20077

MR. LAYMAN: Object to the form. Go ahead.

Page 52

MR, MILLER: Same. Go ahead.

THE WITNESS: I don't remember a specific
conversation where I made that statement.
BY MR. GARY FINNEY:

Q. Do you have any knowledge that 1V, LLC, had
information or knew that your entity had received the
Exhibit A money?

MR. MILLER: Objection, form.

MR. LAYMAN: Object to the form.

THE WITNESS: In what time frame?
BY MR, GARY FINNEY:

Q. Did you ever have any discussions with the v
entity that IV would be asked tc subordinate tc the
money represented by Exhibit A?

A. That, I think, was the discussion with Jv
when the subcrdination agreement eventually was done,
that is, that was the discussion that they -- that we
did want them to subordinate to it.

Q. Okay. And just tell me all that you can
recollect from the discussion. Who did you have it
with, first?

A. My recollection on my conversations either
would have been with Mr. Berry and/or with you.

Q. And do you recollect any of the actual
discussions you had with Mr. Berry?

314919/2013
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A. Not specifically, no.
Q. Do you recollect any of the discussions you
had with me?
A. Not specifically.
Q. What I'm getting at -- maybe I'll say it this
way. Did you ever let Mr, Berry or me know you already
had the money represented from the loan under
Exhibit A?

MR. MILLER: Objection as to form.

MR. LAYMAN: Object to the form.

THE WITNESS: I don't know how to answer that
because I don't remember specific convarsations and
specific statements that were made. But we did have --
I mean, all I know is my knowledge. We did have the
money, and we were spending it on the development. So
I do know that. So I would have to make the assumption
that I had those conversations, but I can't remember a
specific conversation.,

BY MR. GARY FINNEY:
Q. Even though what the conversations are you --

you still would say are unrecollected in your mind?
A. Yes.
Q. Would you know if any of the funds
represented by Exhibit A went to Mr. Villelli's entity,
MNorth Idaho Resort, as part of the purcﬁase price of
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all the real estate?
A. I would assume none -- none would have

because of our terms of purchase of the -- of the
property.

Q. Could we tack that down just a little more
firm. Who did your entity buy the property from, all
the properties? ’

A. North Idaho Resorts, I believe, is the name
of Mr. Villelli's entity.

Q. Idon't know that that's correct or
incorrect. But don't you recall Mr. Villelli had other
entities?

MR. LAYMAN: Object to the form.

MR. MILLER: Echo it.

THE WITNESS: Idon't really recall if he did
or didn't.
BY MR. GARY FINNEY:

Q. VP, Inc., ring any bell?

A. VP, Inc., is the owner -- or the operator of
the water and sewer system out there.

Q. When did you make the purchase from
Mr. villelli's entities, whoever they were?

A. June of 2006, I believe.

Q. And is there an actual closing statement for

that transaction?
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Sure,
And who did the closing statement?
Sandpoint Title.
And do you have a copy?
I'm sure I do. Not with me. But yes.

Q. Could you fairly quickly produce that toc your
counsel and he would give it to us?

A. Sure.

Q. Isthat okay?

A. That's okay, yes. Yes.

Q. Al right.

MR. MILLER: And far purposes of the rest of

us, when you provide it to one counsel, would you

roro>»

provide it to all?
MR. LAYMAN: [ think I'd probably need to do

that.

MR. MILLER: I think so. But since we're
doing it informally, I --

MR. LAYMAN: Okay.
BY MR. GARY FINNEY:

Q. What was the purchase price from
Mr. Villelli's entities?

A. The purchase price, again, was some cash at
closing, and just ballpark figures plus or minus $5
million, assumption of some loans and then payment of
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20 percent of proceeds from real estate and membership
sales above $80 miilion.

Q. Could you run me through it and we'll add
them up. You assumed a debt from JV, did you not?

A. Yes.

Q. Okay. Approximateiy how much?

A. I think Counsel refreshed my recollection
earlier. It was about twc and a half, I think, at the
time.

Q. And what was the security for the debt that
you assumed there?

A. I don't remember exactly, but I believe
initiatly IV was in a second position on Moose Mountain
and the golf course. Pzrhaps they're in a first an
Trestle Creek. ButI don't remember that.

Q. Waell, I'll try to refresh you. You assumed a
debt that JV had on 2 mortgage from 1995 on Moose
Mountain, as far as I know. Now, does that sound
correct to you?

MR. LAYMAN: Excuse me. Are you asking him
to assume that that's the facts?

MR. GARY FINNEY: I'm just asking him if that
sounds correct.

MR. LAYMAN: Object to form.

MR. MILLER: Objection as to the form.

83350013
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THE WITNESS: Sounds reasonable.
BY MR. GARY FINNEY:

Q. And then you assumed another debt from R.E.,
correct?

MR. MILLER: Same objection.

THE WITNESS: I believe it was -- I think it
was R.E. -- not sure if it was R.E. or Bar K. But from
the Ng entities, we'll call them,.

BY MR. GARY FINNEY:

Q. And what was the security for that?

A. Moose Mountain and the golf course. And I
believe Trestle Creek, but I don't remember what
position it was there.

Q. How much was that debt?

A. Again, I'm guessing a bit from memory. But
it would have been $7 million range, maybe $8 million
range.

Q. And then at closing how much cash did you pay
to Villelli's?

A. I believe it was in the $5 million range.

But I don't specifically remember that.

Q. And how much more did you owe after closing
on the purchase price to Mr. Villelli?

A. We didn't owe anything in particular. We
were paying him 20 percent of the sales proceeds,

again, of real estate and memberships above $80
million.

Q. Did you ever pay Mr. Villelli's entity any
more money than the assumptions in the closing down
payment?

A. Icould tell -- when you say Mr, Vilielli's
entities, that may be a -- it's a broader question.

But as far as did we make any further payments on the
purchase of the property -- and the answer would be no
to that, to the best of my memory.

Q. I noticed what was filed in this case. You
called your deal with Mr. Villelli's entities a Third
Amended Purchase and Sale Agreement. Do you recall
that?

A. Yes,

Q. Okay. So if it was -~ is that the one that
closed about June of 20067

A. 1 believe so. I don't believe it was amended
after closing. But I'm not a hundred percent sure of
that.

Q. Third amended. I'm just wondering if you
could tell me do you know what the second amended deal
is with Mr. villelli's entities?

A. I don't think there were any material
changes. I can't remember the differences.
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Q. And what about the first purchase -- contract
with Mr. Villelli's entities?
A. Again, I think substantively, as I've
outlined what the terms were, I don't -- I don't think
that changed; I think some specifics in them changed.
Q. Do you know on or about the date when you had
the first agreement to purchase from the Viilelli
entities?
A, Probably February of -- let’s just say first
quarter of '05.
Q. Okay. Did Mr. Villelli's entities keep &
mortgage on any of the properties your entity purchased
from him?
MR. LAYMAN: Object to the form.
MR. MILLER: Ditto.
THE WITNESS: Not to my knowledge.
BY MR. GARY FINNEY:
Q. Did you make any sales of real estate out of
the Trestie Creek part of the project?
A. No.
Q. So you made sales, just in your words, from
what part of the project?
A. Maoose Mountain, golf course. So the area --
the property on either side of Highway 200.
Q. Can you just break down to me when you bought

Page 60

the property -- it's split by the highway, is it not?

A. Correct.

MR, MILLER: Objection, form of the question.
We're talking about the Trestle Creek property?
BY MR. GARY FINNEY:

Q. And what -- could you give me a reference
name to the property on the northern side of the
highway?

A. Let's call that golf course property.

Q. Okay. And what would be on the south side?

A. Let's call it Moose Mountain.

Q. Just in general terms, do you recall the size
of acreage of the Moose Mountain?

A. Approximately 650 acres.

Q. When did your entity first start making
payments to JV?

MR. LAYMAN: Object to the form.
THE WITNESS: Don't remember.
BY MR. GARY FINNEY:
Q. Do you recall where you made the payments?
MR. MILLER: Objection, form.
THE WITNESS: No.
BY MR. GARY FINNEY:
Q. And where?
A. [don't remember where.

315%/19/2013
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Q. Just trying to refresh your recollection, do
you recall making them at Panhandle Escrow?

A. I remember that name, ves.

Q. Okay. Generally speaking, how did you make
the payments through the Panhandle Escrow?

A. I'm not sure of the question again. I didn't
specifically make the payments. I mean, someone in --
handling our accounting, our books would have made
those payments. So I don't have any specific knowledge
as to how they were made.

Q. Payments were made then from what source to
Panhandle Escrow for J¥?

A. Depending on -- depending on the particular
bank account or where funds were or what it was for, it
would have been paid out of -- it could have been a
Mountain West Bank account, any number of one of those
accounts. I assume that is how they were -- generally
how we paid our bills.

Q. Well, do you recall that in addition to
payments made by one of the bank accounts of your
entities, as you sold lots payments were alsc made?

A. Correct.

Q. And could we call those release payments?

A. Fair characterization.

Q. Okay. When you sold a lot, Mr. Berry would
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give you a partial release of mortgage; so you'd give
title to that lot and he would get some of the money?
MR. MILLER: Objection, form of the question.
MR. LAYMAN: Objection, form. Go ahead and
answer.,
THE WITNESS: Correct.
BY MR. GARY FINNEY:
Q. Okay. Were any other entities receiving
money out of that sale of lots as release payments?
MR. LAYMAN: Object to the form.
MR. MILLER: Same.
MR. LAYMAN: Legal conclusion. Go ahead.
THE WITNESS: The Ng entities would have
been.
BY MR. GARY FINNEY:

Q. Do you know personally Barney Ng?

A, Yes.

Q. And I'm just wondering did -- are you the
person that negotiated with him to get your funding
that you did receive?

A. All three of us, my two partners and I, all
were involved with that,

Q. Andin paying R.E. entities -- let's just
start with the one that you assumed at closing. Okay?

A. Yas.
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Q. Was that -- where did you make the payments
an that?

A. Physically, again, I wouldn't know because I
wouldn't have made the payments. But I know he was
officed in California. So I assume it would have been
to their office in California, but I don't remember.

Q. Do you know whether the payments then were
made through independent escrow or collection or direct
to R.E.? '

A. Don't remember.

Q. And my same question then, did R.E. receive a
release payment each time you sold a lot?

A. Yes.
Q. The initial assumption to R.E., was that ever
paid off?

A. Idon't know the structure. I mean, that's
an R.E. Loans guestion in my mind. Because all I know
is it was whatever -- 7, $8 million due on that. We
took it up to a 20, $21 million loan. So whether
internally they paid that off and advanced me funds and
whether that loan stayed in place, [ wouldn't know.

Q. I'm just trying to get it straight.
Initially you assumed -- you just correct me if I'm
wrong. Initially you thought it was up around 9
million, and then {ater, I think you said, it was
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something less than 9 million?

A. And I don't remember., But it was in that
range of probably more than 7. It might have been 9,
may have been 8. But somewhere in that range.

Q. Okay. And if it started out at approximately
9 million, did you get a separate new loan from R.E.
somewhere in the process?

A. When we closed the transaction and closed
with R.E. Loans on the loan, from our viewpoint -- I'll
just say from a business viewpoint, I view that as
having a $21 million credit facility of which whatever
this number was, 8 or 9 miilion, wasn't avaiiable
because it was funds that were aiready outstanding. So
they gave us -- whatever the math is -- 12, 13, $14
million of development funds from which we could draw.

Q. I'm just wanting to understand the best [
can. When you closed, you said that was June 2006?

A. Yes,

Q. Simultaneous with closing, you increased, am
I right, the loan from the Barney Ng entities -- we'll
call it R.E. -- up to 21 miliion?

A. Approximately.

Q. But approximately 9 you assumed. So there
was not new 21 million?

A. As far as what was on the property, thatis

8396213
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correct -~ what was secured by the property, that was
correct. It wasn't 8 or 9 million plus 21. 21 total.

Q. In terms of new dollar money to spend, how
much money did your entity get from R.E. Loans at
closing?

MR. MILLER: Qbjection, form of the question.
I assume we're talking about June of 20067
BY MR. GARY FINNEY:

Q. Do you know at the closing?

A, Idon't remember.

Q. Subsequent to your closing, did your entity
ever obtain any more money from Barney Ng's entities?

MR. MILLER: Objection, form of the guestion.

THE WITNESS: We redid the transaction -1
don't remember what the date was -- a year or two years
later with him. And I know that -- and we had some
additional advance, but I don't remember -- I don't
remember what that transaction was.

BY MR. GARY FINNEY:
Q. Well, can you be more specific? How much

more money did you receive from Barney Ng's entities?
A. In general, to put a -- put some framework
around this, we borrowed 21; we paid the -- we
probably -- I'd have to look at the racords to see how
much we paid back. .
Page 66

I do remember when we did -- when we
refinanced and closed in August of '08, we again were
probably back down to about the 8 or $9 million figure
for outstanding balance. And then again we took that
back up to 21.

Q. Excuse me. Back up. Tell me -~

A. Back up -- I think that loan was about $21
million. If was closed in '08. Somewhere in the low
20s.

Yeah. So the questicn is -- the simple math
on it is we started at this -- the, say, $8 million
number, had a loan in the low 20s, had paid it down.
Whether we just paid it down 13 or $14 million or
whether the pay-down over the -- over, you know, 2006
to 2008 was more than 13 or $14 million, I don't know
as I sit here.

Q. Okay. IfI heard you right, but at the third
stage you went back up te about 20 million?
A. Yes,

MR. GARY FINNEY: Could we give Mr. Reeves
Exhibit No. 9 from Berry's depasition.

(Discussion off the record.)

{Whereupon, Deposition Exhibit B was marked
for identification.)

BY MR. GARY FINNEY:
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Q. Mr. Reeves, I think we're giving you now an
exhibit called No. B. Will you look at it and see if
you're familiar with it.

A, Iam.

Q. Okay. Whatis it generally?

A. This is a closing statement from our loan
closing in August -- or that ended up, I think, taking
place in August of '08.

Q. 1Is this the one that you and I were calling
the more money from R.E. or maybe the third money from
R.E.?

MR, MILLER: Cbjection, form of the question.
THE WITNESS: Well, let's just characterize
it as our refinancing with Ng entities that took place
in August of '08.
BY MR. GARY FINNEY:

Q. Which refinancing, if we can go a first, a
second, a third?

A. So initially financed the property with R.E.
Loans when we closed June '06. Sometime -- a year --
within two years later, we did some sort of amendment
to that transaction with R.E. Loans. And, frankly, I
don't remember what it was. Ard then this is -~ then
this is the -- this is the refinancing that tock place
in August of '08, this exhibit, JV's Exhibit No. B.
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Q. Would I be accurate to say, just the way you
described it, this would be the third financing --

A, Let's call it the third transaction with R.E.
Loans, because I can't really remember the interim one.
I remember we did it, but I can't remember exactly what
it did. So let's call it third transaction with -~

Q. What I noticad on this Exhibit B is no
signature for Pend QOreille Bonner Development entities;
is that correct?

A. Idon't see one on this copy.

Q. Let'sjustread it. Under New Locans, first
ling, Lender: Mortgage Fund '08 in care of Bar K, Inc.

Do you see that?

A. Yes.

Q. And what's the first entry then under "New
Loan to File - Mcrtgage Fund '08"?

A. If you're asking what -- are you asking what
the amount is?

Q. Yes.

A. Under Borrower Credit, $22,270,000.

Q. Okay. Did your entity receive that lean in

money funds?

A. No.
Q. Let's go down on the -- under borrower's

charges three iines. I'm reading where -- “Payoff

315819/2013
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First Note - Loan No. PO099 - Mortgage Fund '08,"
$6,473,545.18, correct?

A, Correct.

Q. Which one of the loans, the first, the second
or this third transaction, did that entry pay off?

A. Well, the second transaction obviously
modified the first. So I can't -- that's, again, a
question for the Ng entities as to how they paid this
off. But basically, again, I'm saying that we had 8
million, 9 million, whatever it is that we owed at the
time in August ‘08. So as I understand the closing
statement and the transaction, these two entities were
paid off on that and this new loan for 22,7 --
22,270 -- 22,270,000, part of those proceeds were used
to pay off those two Joans.

Q. OQOkay. The loan number I read, P0O099, was
paid off to the extent of the $6,473,000 figure?

A. That's what the closing statement says, yes.

Q. And the next entry under that is payoff a
second foan note, No. PQ106. Do you see that?

A. Yes,

Q. Hyphen, Mortgage Fund. How much is that
entry?

A. $2,700,000.

Q. Did your entity owe 2,700,000 to what it

Page 70

says, that loan number, the mortgage fund?

A. I don't specifically recall the amounts that
were owed at the time. I do recall that the closing
statement was acceptable to us at the time. Butl
don't have any specific knowledge.

Q. Did you receive a copy of this closing
statement for your entity, Pend Oreille Bonner

Development?
A. I assume that First American Title would have

sent this to us, and we would have reviewed it prior to
closing, yes.

Q. And, likewise, would you furnish your counsel
a copy of the closing statement that was the one you
signed, Pend Oreille Bonner Development, LLC --

MR. MILLER: Objection, form of the question.

Assumes facts not testified to.
BY MR. GARY FINNEY:

Q. Would you be able to get a copy of that and
give it to your counsel to give to me?

A. We're happy to provide that. The only
caveat, again, to all counsel, the clubhouse burned
down in December of '08 and a lot of records were
destroyed. So I'm not a hundred percent sure of what
we have. But if we have this, we'll provide it.

Q. Okay. Thank you.
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Now, go down still on this same -- and it
would be three lines up from the bottom of the first
bunch of lines. It says "Retained Loan Funds -
Mortgage Fund '08," care of Bar K. And how much
money's in that?

A, $12,480,000.

Q. And what did that entry mean as far as you
know of the words "Retained Loan Funds"?

A. That was the amount of money that we could
draw -- I'm not saying that properly -- the amount of
money that was available for us to draw for development
work, et cetera.

Q. Did your entity receive the money at closing
under this entry?

A. We received some money. We received plus or
minus $2 million at closing, and that was all we
received with this loan.

Q. Well, to be more specific, of the retained
loan funds, 12,480,000, did your entity receive any of
that at closing?

A. Don't know.

Q. Did you receive some of it subsequentiy?

A. We didn't receive any money subsequent to

closing.
Q. Do I understand you're sayihg none, no money?
Page 72
A. Correct.

Q. So would it be fair to say you received none
ever of the retained loan funds?

MR. LAYMAN: Object to the form.

THE WITNESS: No. That's making the
assumption that we didn't -- part of this wasn't paid
out at closing. We received some money at closing.

So anyway, we received some money at closing.
We had additional money to draw. My recollection would
be 12,480 -- 12,480,000 was what we had left to draw
beginning next month out, starting in September, but I
don't remember for sure.

BY MR. GARY FINNEY:
Q. Okay. I just want to tack that down. It was

left to draw. But you said you received no money after
closing, right -- closing this transaction?

A. Yes.

Q. Okay. So you didn't draw the remaining -
any of the remaining 12,480,000, did you?

MR. LAYMAN: Object to the form.

MR. MILLER: Ditto. And I'm also starting to
worry about relevance. I've let you go a long time on
these other transactions. But I'li state a relevancy
abjection ta this as well and the entire line of
questioning and just let you keep going for a while.

8/34/9413
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MR. LAYMAN: It's been asked and answered.
He doesn't know when the retained earnings -- if the
retained funds, 12.48 included, is the amount that he
received at closing or not.

MR. MILLER: In other words, Gary, if you
want to take a deposition on the other properties,
please do it at your expense rather than at this
deposition. Go ahead.

BY MR. GARY FINNEY:

Q. Go to the bottom befare the totals. There's
an entry that says "Cash (From) (X To) Borrower” of how
much?

A. $380,454.55.

Q. What does this represent?

A. Idon't--1Idon'tknow. I'm bad at closing
statements. Sorry.

Q. Well, duh. Wouldn't it be the cash you as a
borrower got at closing?

A. That could be. But we got more money than
this at closing -- I mean -- or -- or immediately
subsequent to closing perhaps. Because we received
about -- there was about $2 million paid.

Now, let me caveat that answer. As I'm
looking at the money that I know came out at closing,
if I go up under Disbursements Paid, where it says
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Payoff Lien, ACI Northwest, there's a million, four.
Okay. So that was paid at closing to ACI.
So I guess the answer -- to -- to
specifically answer your question, in our pockets we
may have received $380,000. There was about 2 million-
plus disbursed at closing.
So [ hope that clarifies it and hope it
corrects it if I made a mistake in earlier
representations. So what I'm saying, we got about 2
million at closing, didn't get any more funds. A lot
of that was already -- most of it was already spent.
Q. You borrowed 2 million at clesing is what
you're saying, but only 380,000 went in your -- Pend
Oreille's pocket?
A. That's what the closing statement says, yes.
Q. Well, do you think it's anything other than
that?

A. Idon't.
Q. Okay. Under the Disbursements Paid, the

first one says, "Pay Down 1V, LLC Account per Agreement
to Panhandle Escrow Company.” Do you see that entry?
A. Yes, -
Q. Ancd what is that amount?
A. $323,915.63.
Q. Do you recall what that was for?
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A. Ithink that was in consideration for the new
subordination agreement with Jv, LLC.
MR. GARY FINNEY: I'm going to use a Berry's
Exhibit No. 8 now as an exhibit.
(Whereupon, Deposition Exhibit C was marked
for identification.)
BY MR. GARY FINNEY:
Q. Do you recognize this Exhibit No. C?
A. Yes.
Q. What is it, generally speaking?
A. Let me just take a moment and review it, If I
could.
Q. And did you sign it?
MR. LAYMAN: Go ahead and review it.
THE WITNESS: Yeah.
(Witness examining document,}
MR. GARY FINNEY: If you'd like, you can take
a break and you guys could read it all.
THE WITNESS: It will just take me a moment.
I'm fine.
MR. GARY FINNEY: Okay.
(Brief pause.)
THE WITNESS: Okay. I'm fine if you'd like
to ask questions.
BY MR. GARY FINNEY:
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Q. Okay. The only question I thought I asked
is: Did you sign this Exhibit C?
A. Yes, it appears I did.
And on page 5, is your signature at the top?
I believe it is.
And what date's under it?
June 20th, 2008.
Do you recall where you signed this document?

No.
The notary is Kathleen Groenhout, I wouid

OPPOPOPO

say. Do you know that person?

A. Groenhout. Yes. She's our accounting
person. G-r-g-e-n-h-o-u-t.

Q. And where is she -- physically where was she
on the date you signed this?

A. I'm not sure where she was physically. On a
daily basis she would have been in our development

trailer located on our property.
Q. Okay. Back up. When you bought, you assumed

a note to JV, LLC, correct?

A. Yes.
Q. Do ydu know when that note came due in full?

A. Idon't remember. Maybe it's in here. Butl
don’t remember.
Q. Look under this Exhibit C, page 3, paragraph

3158/19/2013
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5. Just read that to yourself.

A. (Complying.) Okay.

Q. The middle sentence says, "The Promissory
Note and indebtedness shall be extended for 36 months
from June 15, 2008, and the entire remaining principal
and interest shall be due and payable on June 15,
2011." Do you see that?

A. Yes.

Q. Does that mean to you that the entire
indebtedness to JV was coming due June 15, 2008?

MR. MILLER: Objection, form of the question.

MR. LAYMAN: Object to the form.

THE WITNESS: No, it doesn't mean that to me.
BY MR. GARY FINNEY:

Q. Do you know when it was due?

A. No.

Q. Now, look down paragraph 7. You want to read
that. And then read 7(b) to us -- page 3, paragraph
7(b).

A. "On the Trestie Creek property the present
first lien priority of IV, LLC shall be subordinate and
inferior to a new first lien property of no more than
$5,000,000.00."

Q. Does the werd "new" have any significance in
your mind? :
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MR. MILLER: Objection, form of the question.
MR. LAYMAN: Objection, form of the question.
THE WITNESS: It means that there's a first
lien priority that wasn't there before, was how I would
interpret that.
BY MR. GARY FINNEY:

Q. Okay. Who would your entity be getting a new

first lien debt of ne more than 5 million from?
MR, MILLER: Objection, form of the question.
THE WITNESS: As I stated before, there
wasn't a new -- this doesn't say new loan; it says new
first priority lien -- or new first lien priority. So
the first lien priority was going to be because of
subordinating It to Pacific Capital.
BY MR. GARY FINNEY:

Q. And go over to page 4, paragraph 8, at the
top. I'll just say the beginning of the paragraph says
the LLC agrees to give partial releases. Do you see
where I'm taiking?

A. Yes.

Q. Okay. Paragraph b is for partial releases on
the Trestle Creek real estate. See that?

A. Yes.

Q. Okay. What is -- what is the provision i?

Just read it
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A. "For the release of any land upon which a
condominium unit is constructed the partial release of
mortgage sums to be paid JV, LLC in principal payments
is $20,000.00 per each of such condominium units.”

Q. And read ii also.

A. "For the release of a platted single family
iot the partial release of mortgage sums to be paid Jv,
LLC in principal payments is $20,000.00 per lot."

Q. O0Okay. Let's just back up. You say you got
no additional money from R.E. after the loan closing,
correct -- B -- off the loan closing, Exhibit B?

A. Correct.

Q. You had already recelved the $5 million from
the FNB Bank back in October of 2007, correct?

A. Right, correct.

Q. So did you have any money at the time of this
document, June 20th, to build any condominiums or any
single-family residences at Trestle Creek?

MR. LAYMAN: Object to the form.

MR. MILLER: Ditto.

THE WITNESS: No. I mean -- no, we didn't
have any -- there was no intent to do that at the time.
Intended eventually to develop the property, which is
why we gave these releases and gave this consideration
to JV, LLC. But there wasn't any immediate -- there
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weren't any immediate plans to develop that property.
BY MR. GARY FINNEY:
Q. There was no money at that time. Has there
been any money subsequent to the closing, Exhibit B7
MR. LAYMAN: Object to the form.
MR. MILLER: Object to the form. Asked and
answered even though -- go ahead.
BY MR. GARY FINNEY:

Q. Do you understand my guestion?

A. Yes. And the answer is ro.

Q. Under the same Exhibit C, just read on page 2
at the bottom. Start with paragraph 2.

A. "Pend Oreille Bonner Development Holdings,
Inc. shali on or before July 1, 2008 pay the interest
current and also pay in principle a sum of money to 1V,
LLC through Panhandle Escrow Ng. 2067429 so that the
principal balance is reduced to $1,500,000.00 as of
June 15th, 2008. The Sum of money to be paid under
this provision is approximately: (a) Interest 36,650,
(b} Principal 271,002, for a total of $307,752."

Q. And did you pay that sum or roughly that sum?

A. [ believe we paid 2 little more at closing
than that sum,

Q. And if we go back to the closing statement,
Exhibit B, under Disbursements Paid, Pay Down JV, LLC,

8/33/2613
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323,915.63, correct? 1
A. That's correct. 2

Q. That's the money from Exhibit C due then paid 3
under Exhibit B? 4
MR. LAYMAN: Object te form. 5

MR. MILLER: Object to the form. 6

THE WITNESS: Wouid you ask that again, 7
please. 8
BY MR. GARY FINNEY: 9
Q. Okay. So am I accurate that the money paid 10
under Exhibit B closing statement went to fulfill the 11
requirements of you paying JV, LLC, under Exhibit C? 12
MR, MILLER: Same objection. 13

MR. LAYMAN: Object to the form. 14

THE WITNESS: I would make the assumption 15

that that's what it went for and why $323,000 was paid. 15

The exact accounting of that, why it's 307 there, why 17
it's 323 here, I don't know. RE:
BY MR. GARY FINNEY: 13
Q. Waell, let's think about this. You had to 28
bring the principal down t¢ 1.5 million as of June 15, 1
2008, It said, right? 22
A, Yes, . 23

Q. Do you think that's what you paid under B to 24
do, bring the principal down to 1.5 million? 125
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A. 1don't know what the principal was before 1
the loan closed. So I think part of it just is what's 2
in this exhibit that we've been discussing. I think 3
part of it was an interest payment, part of it was a 4
principal payment. Part of it was legal fees. Part of 5
it was another 30,000 payment referred to in -- 6
Q. No, no. -7

A. --in paragraph 3. 8

Q. Part of it wasn't 30,000 -- 9
MR. LAYMAN: Wait a minute. Object to the ‘10

form of the question, argumentative. 11
BY MR. GARY FINNEY: 12
Q. Okay. Under Disbursements Paid, line 4, "Pay 13
Direct Per Agreement (Outside of PEC) to JV, LLC." 14
What's that entry? 15
A. $30,600. 16

Q. Okay. Again page 3, paragraph 3, last 17
sentence -- last two sentences. Read those. 18
A. Idon't mean to be argumentative. Can I just ‘19
acknowledge that it says we're going to pay them 20
30,000 -- pay ]V Loans $30,000?7 That's what paragraph 21
3 says. So obviously that is the entry on the closing 22
statement you just referred to; I agree with that. 23
Q. Okay. I want to go back and just say to you 24

I think your earlier answer was what was the -- when [ 25
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asked you what was the 323,915 paid to IV for, you said
it was paid for the subordination agreement. Do you
recall that?

A. Isaid it was paid as part of the
consideration for what was negotiated in the
subcrdination agreement, correct.

Q. Was any of the payment as consideration for
IV signing a subordination agreement to Pacific
Natiocnal Bank?

MR. MILLER: Objection, form of the gquestion.

MR. LAYMAN: Objection, form of the guestion.

THE WITNESS: I don't know.

BY MR. GARY FINNEY:
Q. Could you say that it was?

MR. LAYMAN: Object to form of the question.

MR. MILLER: Same objection.

THE WITNESS: No.

Well, yes it -- let me rephrase it. Yes, I
could. Because right back here it talks about ~- it
talks about that we're going to -- there's going to be
a new first lien priority of $5 million. So I'm --

I'll recharacterize or restate that answer. Because if
you read the document -- I don't have any specific
recollection of my memory in the summer of 2008. But
if you read the document, yes, it is -- it does appear
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that the payment of these sums were in consideration
for JV Loan's subordinating to the $5 million -- the
new $5 million first on the Trestle Creek.

BY MR. GARY FINNEY:

Q. Okay., Even though the money paid to JV was
for the reasons stated and specified in the agreement,
Exhibit C, and on the closing, Exhibit B?

MR. MILLER: Objection, form of the question.

MR. LAYMAN: Object to the question as to the
form. It's argumentative.

MR, MILLER: Calls for a legal conclusion,

THE WITNESS: It does call for legal
conclusions. But, you know, agreements, four comners
of the document, you -- you know, you pay money for
consideration of what's in the document. So I just---
that's the only way, I guess, I can answer that.

BY MR, GARY FINNEY:

Q. The $5 million that Pend Oreille Bonner
Development received from the FNB Bank ioan, Pacific
Capital/FNB, was there ever a requirement that any of
that money used -- be used to pay off the first lien to
v?

A. Not to my recollection.

Q. When you closed on the property from
villelli's entities, did you not give a first mortgage,

315%/19/2013
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June 19, 2006, to IV on Trestle Creek?

A. 1 believe ]V had a first mortgage on Trestle
Creek,

Q. Okay. As of that date?

A. Yes.

Q. Did the bank loan ever require or suggest
that out of the 5 million you would pay off JV's first
loan?

MR. MILLER: Objection, form of the question.

MR, LAYMAN: Object to the form.

THE WITNESS: Not to my recollection.

MR. GARY FINNEY: Now, I know you said you
haven't got to review those loan documents. But we'li
mark ene of them here as ancther exhibit as scon as I
find it.

(Whereupon, Deposition Exhibit D was marked
for identification.)

BY MR. GARY FINNEY:

Q. Mr. Reeves, do you recognize Exhibit D?

A. No.

Q. I'm just going to represent to you it came

QYW ONOW LA WN
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from the bank’s production of documents. Have you ever
seen their production of documents In this litigation?
A. The bank's praduction?
Q. Yes.
Page 86
A. No.

Q. I see mid first page on that it talks about
paying off a superior seller's lien for around $2
milfion?

A. I see under Uses it says Seller Carry Back
$2,000,000, Interest Reserves $500,000, Availability of
funds 2,5.

Q. If we go with two things. First said, you
didn't -- after closing, you didn't owe Villelli's
entities anything, correct?

MR. LAYMAN: Object to the form.

THE WITNESS: There were no payments until we
reached $80 million threshold of sales.
BY MR. GARY FINNEY: :

Q. But you do know JV had a first mortgage on
Trestle Creek?

A. Yes. ,

MR. GARY FINNEY: Okay. I want to give you

another document out of that same loan closing file.
(Whereupon, Deposition Exhibit £ was marked
for identification.)
BY MR, GARY FINNEY:
Q. Just lock at Exhibit E for a minute.
A. (Complying.) Yes.
Q. Under Facility 1, there's a line around the
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paragraph. Just read the last sentence of that
paragraph within the circle.

A. "Portion of the proceeds will payoff a
$2,000,000 (sic) private seller carry back note
originating fram the purchase of the subject property
in June 2006. (See Sources & Uses at Page 3.}"

Q. Who would that 2 million be payable to as to
private seller carry back from June of 20067

MR. MILLER: Objection, calis for
speculation. It's not his document; it's the bank's
document. He's already testified that his partners did
all of the negotiation with the bank. Form of the
question.

MR. LAYMAN: Objection the form.

MR. GARY FINNEY: So what? If he knows, he
can tell us.

THE WITNESS: Idon't know.

MR. LAYMAN: Object to your form.

THE WITNESS: And my answer is I don't know.
BY MR. GARY FINNEY:

Q. Well, look at the iocan number, top of the
circle. It says Loan Number/Loan (sic) Date, What's
that loan number?

A. 101760163.

Q. And I don't know who wrote this In. But what
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date is written in?

A. October 29, 2007.

Q. Okay. Let's look back at the wire transfer
to your bank account. I think it would be Exhibit A.

A, Mm-hmm.

Q. When was your bank account wired 4.5 million?

A, 10/29/07.

Q. Same date as handwritten on the line from
Exhibit E, is it not?

A. Correct.

Q. And what loan number -- what's the
correlation between the foan number on your -- your
loan and the loan number on this Exhibit E?

A, Same number.

Q. Go to the bottom of Exhibit E. There's
another circle around some language. It says
"Assignment of deposits totaling 5,000M," correct?

A. Yes. .

Q. What's the entries under that?

A, Chip Bowlby MMA# 100065580 -- that means
$2,500,000. And then below that, Thomas Merschel
MMA# 101435493; $2,500,000.

Q. Sodo you know what that meant in retation to

this loan?
MR. MILLER: Objection, calls for

B/ {23
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speculation, form of the guestion.

MR, LAYMAN: Object to the form.

THE WITNESS: No.

(Discussion off the record.)

MR. GARY FINNEY: I'll have another exhibit
marked, F.

(Whereupon, Deposition Exhibit F was marked
for identification.)
BY MR. GARY FINNEY:

Q. Do you recognize Exhibit F?

A. No.

Q. What's the caption at the top of the page?
A. Collateral.

Q. And what is marked with an X at mid-page?
A. Real Estate.

Q. Okay. Do you know what property this

document is in reference to?

MR, MILLER: Objection, calls for
speculation.

MR. LAYMAN: Object to the form.

THE WITNESS: No. Don't recognize the APN
number. So I don't know.
BY MR. GARY FINNEY:

Q. Do you recognize the appraised value of 12
million --
Page 90

A. No.

Q. -~ with the date?

Over in the word "Lien position:" what word's
put in there?

A. Second.

MR, GARY FINNEY: Okay. Let's take a break
and then I'm close to done.

(A short break was taken.)
BY MR. GARY FINNEY:

Q. Mr. Reeves, I'm going to refer you back to
the Exhibit No. 1 for the deposition, the Subordination
Agreement, page 2, paragraph 3 at the top of that
page.

A. Okay.

Q. [ want to take it segment by segment. Would
you read it out loud and stop after the $5 million.

A. "Creditor hereby subordinates the lien of
Creditor's Deed of Trust, but only as said lien
encumbers and pertains ta the property described on
Exhibit A hereto, to the lien of the mortgage dated
March 7th, 2008 and recorded on March 25, 2008 as
Instrument No, 748379 and 748380 (the 'FNB Mortgage')
to secure a loan (the 'FNB Loan'} which FNB has
heretofore made to Borrawer which FNB amount of Five

Miilion Dollars."
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Q. Thank you. Under the mortgage that it says
in there recorded March 25th, 2008, did your entity
receive $5 million?

MR. MILLER: Objection, form of the question.
MR. LAYMAN: Object to the form.
THE WITNESS: I think we received something
just short of $5 miflion.
BY MR, GARY FINNEY:

Q. Did you receive any money other than October
of 2007 from the FNB?

A, Idon't remember the exact timing. I just
know that we received just something short of $5
million from the loan that my partners did with FNB.

Q. Wouldn't that be the Defendants’ Exhibit A;
this is -- this A is what you received from the FNB?

A. Obviously this exhibit is @ wire that we
received $4,500,000. But there may have been some
additional money short of the $35 million that we
received.

Q. On the date shown on the exhibit of what?

A. October 29th, '07.

Q. So back to my question, under this language,
did you receive any money whatsoever from the FNB for
granting to them a lien of mortgage dated March 7,
2008, recorded March 25th, 2008?

Page 92

MR. MILLER: Objection, form of the question,
calls for a legal conclusion.

MR. LAYMAN: Object to the form.

THE WITNESS: So if you're asking if we
received any additional -- ask the guestion again
because I'm not sure I understand.

BY MR. GARY FINNEY:

Q. Did you receive any money from the FNB for
granting, it says here, the lien on the mortgage, dated
March 27, 2008, recorded March 25th, 2008?

MR. MILLER: Object, form of the question.

MR. LAYMAN: Object to form.

THE WITNESS: 1 think we received what I just
said, just less than $5 million, that is the subject of
this mortgage and loan. But we did not receive it in
March 2008; we received it in October of 2007.

BY MR. GARY FINNEY:

Q. Well, you said both, to me. Did you receive,
from a lien dated March 7, 2008, recorded March 25,
2008, what it says, the amount of $5 million?

A. Did we receive anocther $5 million on those

dates?

Q. Yes.
A. No.
Q. Did you receive any more money from the FNB

315%/19/2013
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other than what's represented by the Exhibit A?
MR, MILLER: Objection to form.
MR. LAYMAN: Objection, form, asked and
answered.
MR. MILLER: Legal conclusion,
BY MR. GARY FINNEY:

Q. Okay. Let's go tack to Exhibit 1 and keep
reading after the 5 million.

A. Comma, "the proceeds of which Borrower has
used to pay off the existing indebtedness of Borrower
and/or Holdings Inc. and/or to pay for the improvement
and development of property encumbeéred by Creditor's
Deed of Trust, including the property described on
Exhibit A and/or interest, fees, and charges payable to
FNB on account of the FNB Loan."

Q. Okay. Do you know what property is described
on Exhibit A, just by a name?

A, No.

MR. LAYMAN: Object ...
BY MR. GARY FINNEY:

Q. Look back -- I don't know if that will help
you -- at the legal description attached.

A. (Complying.)

The legal description doesn't help me answer
that question:

Page 94
Q. You wouldn't know it by laoking at it,
correct?
A. Correct.

Q. Would you, just for the purpases of these
questions, agree or assume the legal description on A
is Trestie Creek property?

MR. MILLER: Objection, form of the guestion.
MR. LAYMAN: Object to the form.
MR. MILLER: Calls for speculation.
THE WITNESS: If you would like me to, I
will.
BY MR. GARY FINNEY:

Q. Well, maybe I can back up. Under the
suberdination agreement, Exhibit 1, what real estate,
by a common name, was being subordinated?

A. Trestle Creek.

Q. Okay. Did you use any of the money from the
$5 million loan referred to in paragraph 3, quote --
"used to pay off the existing indebtedness of Borrower
and/or Holdings, Inc.?

A. Idon't have a specific recoliection of what
we used the money for.

Q. Waell, did you pay -- did you use any of it to
pay off JV's first mortgage on Trestle Creek?

A. I wouldn't know.
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MR. MILLER: Object to form.

MR. LAYMAN: Object to form.

THE WITNESS: I wouldn't know.

BY MR. GARY FINNEY:

Q. And then after the words "and/or" it says "to
pay for the improvement and development of property
encumbered” -- okay. Did you use any of the 5 million
to pay for improvement or development of the Trestle
Creek property?

MR. LAYMAN: Objection, form.

MR. MILLER: Objection to form of the
question.

THE WITNESS: And I wouldn't know
specifically. As I answered before, we weren't doing a
lot of development work down there. We could have used
some of the money to -- on that property. But -- but I
don't specifically have any way to track the money as
to where -- when it comes Into our account exactly
where it goes.

BY MR. GARY FINNEY:

Q. My last question is just: Who did keep track
of the money Pend Oreille Bonner Development spent?

A. What do you mean "keep track of"?

Q. Well, you said you didn't keep track of it.

Did somebody else -- ,
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A. No. Ijustsaid there's no way to keep track
of -- there's -- you don't -- you don't track
specific -- when this -- this loan had came in in
October, there wasn’t a specific tracking device.

There was not a -- there was not, as you would have
with a normal draw request where you have a specific
draw request and you have 23 vendors that are going to
get paid out of the draw request -- that's not how this
money came into the project. So that's why there was
no specific way to track exactly where it went.

Q. I guess I was meaning is there a person cother
than you that could write checks for this development
and improvement without your knowledge or approval?

A. 1 guess my partners could. I hope they
wouldn’t, but I think they couid.

Q. Now, do ycu know if they did on this Idaho
Club praoject?

A. Tdon't know if they did. I would assume
they didn't. I don't have any knowledge that they did.

MR. GARY FINNEY: That's all I have. Thank
you.

MR. MILLER: Lunch.

(A lunch break was taken.)

MS. WEEKS: Back on the record in the

deposition of Chuck Reeves.

836013
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EXAMINATION
QUESTIONS BY MS. WEEKS:

Q. Mr. Reeves, I know we've met informally. But
I'm Susan Weeks. I represent North Idaho Resorts.
Sometimes my voice tends to fade off. If I do thatto
you, let me know I need to speak up.

A, T will

Q. 1 apologize I wasn't here at the start of
your depasition. So if I ask some questions that are
repetitious, I apologize ahead of time.

The deposition notice today had a directive
to bring documents. And I don't see any documents.
Did you not bring anything with you?

A. 1 did neot bring any, which is not
intentionally. I just didn't --

Q. Missed it?

A. --didn't read it carefully enough to
understand that. So ...

Q. Okay. Mr. Reeves, I'd like to talk a little
about you. Can you tell me your education.

A. Sure. I have an undergraduate degree, Drake
University, and a law degree from University of

Colorado.
Q. And I'm sorry. Ididn't catch what the

undergrad degree was iri.
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A. Science, biclogy.

Q. And when did you get your law degree?
A. 1879,

Q. And have you practiced law at all?

A, Yes.

Q.

When did you practice?

A, Basically from '79 through -- about six
years, About six years. Not sure I have the dates
right, but it's about six years of practice.

Q. Who did you practice with?

A. I actually practiced three different
jurisdictions. So in southern California and --
licensed in California -- or was licensed in
California, Florida and Colorado.

Q. Were you affiliated with a firm?

A. A couple different firms.

Q. Which firms?

A. In Florida with a gentleman named Fred
Ridley, R-i-d-l-e-y. In California, worked for an
attorney, Martin Handweiller, H-a-n-d-w-e-i-i-l-e-r, 1
had my own practice for a while.

And what did I do in Colorado? I can't
remember. I remember the firm I clerked for, but I'm
not sure what I did after I was licensed now thatI

think abbut it.
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Q. What areas of law have you practiced?

A. Plaintiff's personai injury, medical
practice, (unintelligible), little bit of banking.

Q. Tell me what you did in banking law.

A. We just -- we closed some -- we closed some
transactions when we were in Florida for a bank there,
Q. AndI'm sorry. With alf this noise going on,

if you don't hear me, just tell me.
Did you do the loan document preparation for
those closing transactions?

A. The firm did, yes.

Q. And were you involved in that?

A. Probably. Been, you know, back in the early
'80s. So don't remember with much detail of what was
done then.

Q. What did you do after you guit practicing
law? .

A. Went to work for a company named Jack
Nicklaus Development. That was in '83 in Tampa,
Florida.

Q. And was that the division that helps deveiop
golf courses in conjunction with resort developments?
A. That's a accurate enough description, yes.

Q. And I'm sorry. Which state was that out of?

A. Florida.
Page 100

Q. And were you doing the Reg D stuff for the
goif memberships? ‘

A. No, not necessarily. I mean, we did all
aspects of development from purchasing the land to
doing lard planning to developing the property and all
infrastructure of the golf course. Membership programs
were part of that -- small part of that, but part of
that. And then sales and marketing as well.

Q. And how long did you work with Jack
Nicklaus's development division?

A. About seven or eight years.

Q. And I'm terrible at math. That's why [
became a lawyer. But that takes us somewhere info the
early '90s?

A. About 1990-ish, '91.

Q. Wwhat did you do then?

A. -Started my own company that -- with the idea
of doing basically golf course development without an
emphasis on real estate.

Q. Without an emphasis on real estate?

A. Yes, without. Correct.

Q. And how did that work?

A. Not -- well, it was Interesting business.

Made a nice living doing it. But ended up tweo years
later kind of changing directions in the golf business

316%/19/2013
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1 and formed a company with Michael Jordan called Michael 1 basically helping him, just trying to find some
2 Jordan Gelf. The purpose was to do golf practice 2 additional locations for him to develop high-end golf
3 centers at various places around the country. 3 course communities.
4 Q. The one you were doing without the real 4 Q. Such as the ones he's done in South America
5 estate side to it, were you going in and advising 5 and --
6 people on how to develop golf courses? 6 A. No. These are ones -- he did a community in
7 A. 1 did some consulting work. But mostly it 7 Paim Beach, Florida, called The Bear's Club. And he
8 was trying to find locations to dc high-end daily-fee 8 wanted to -- it was sort of a very high -- high-end
9 courses. 9 high-scale private deai, and he was looking to repeat
10 Q. Okay. And then would you buy the real estate i0 that at othar |ocations. So we spent about -- or [
i1 and do the daily-fee course? 11 spent about two years looking for sites. And we
12 A. That would have been the plan, ves, or have 12 never -- we never did any development deals under that
13 the real estate given to you to do the golf course. 13 arrangement.
14 But yes. 14 Q. And so that lasted two years. About when dig
15 Q. Did you end up developing any of those? 15 that end?
16 A. No. 16 A, 2003 or so, probably.
17 Q. Okay. And then you did the Michael Jordan 17 Q. Okay. And then what did you do?
18 development. How long was that employment? 18 A. Then [ just started looking for real estate
19 A. About four years. i9 development dealis on my own, and then with my now
20 Q. And that takes us, what, to about the end of 20 partners who I had met at the Pasadera project, which
21 the '90s? 21 then led us to finding the property up here in
22 A. Yeah. '97 or '8 or so. ‘22 Sandpoint.
23 Q. What did you do then? 23 Q. Okay. And those partners you're talking
24 A. Then I went to work in Monterey for a company 24 about is that Chip Bowlby and Tom Merschel?
25 calied New Cities Development. It was developing the 25 A. Correct. .
Page 102 Page 104 !
1 Pasadera Golf Community, P-a-s-a-d-e-r-a, in Monterey. 1 Q. And how did you meet Chip Bowlby and Tom
2 So I did that for -- and helped as project manager on 2 Merschel?
3 that for about three years. 3 A. They both worked for New Cities Deveiopment
4 Q. And was that a planned unit development? 4 and the Pasadera project. So that's how I -- that's
5 A. Yes. 3 where I met them.
6 Q. And were you getting entitiements? 5 Q. Were they New Cities?
7 A. Entitlements were aiready obtained. I mean, 7 A. No. They worked for New Cities.
8  some approvals needed to be -- for final map purposes, 3 Q. Okay. So they were employees themselves?
g needed to be obtained, but the entitements basically g A, Nct --Idon't know what their legal status
10 were in place. 13 was. But they wers not the principals of New Cities.
11 Q. Were you doing the ﬁnancir{g? it Q. [ want to talk a little about some of those
12 A: No. 12 groups that Merschel and Bowlby were associated with.
13 Q. What were you doing then for projéct 13 One of the names that comes up from time to time is
14 management? . 14 MDG Nevada, Inc. What is your understanding of who
15 A. Just day-to-day infrastructure development, 15  MDG Nevada, Inc., is?
16 golf course development, assisting a little bit with 15 A. 1think that's a company -- I mean, I'm not
17 sales and marketlng. 17  involved with it. But I think that's a company owned
18 Q. So you were doing the actual infrastructure 13 by Chip and Tom -- or was owned by Chip and Tom. Not
19 and hardscaping? ‘19 even sure if it's in existence today.
20 A, Overseeing it, yes. Not physically doing it, 20 Q. Did you ever have any dealings with it?
21 but overseeing and managing that process, yes. 21 A. No. Other than my dealings just were all,
22 Q. Okay. And how long did that employment last? 22 from my perspective, individually with Chip and Tom. ;
23 A. About three years. 23 Q. And Monterey Development Group?
24 Q. And then what did you do? 24 A. Thatis -~ In my mind, again, I just -~ ycu
25 A. Then I went to work for Jack Nickiaus, 25 know, Chip and Tom are Monterey Development Group. I'm
REEVES, CHARLES 83468213
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not sure how many entities they have under that but -- 1
but, I mean, [ have had -- let me correct that. I have 2
had dealings because they ended up buying some lots at 3
the end of the Pasadera development from New Cities. 4
Sc technically I probably had some interaction with 5
them in that regard -- 6
Q. Okay. 7

A. --as a developing group but ... 8

Q. How about Pend Oreille Bonner Investments, 9
LLC, what is your knowledge of that entity? 10
A. That was, [ think, the initial entity that 11
was formed to purchase the property from North Idaho 12
Resorts. 13
Q. Were you @ member or associated -- I guess a 14
member of that group? 15
A. I don't believe so. But I frankly don't ‘16
remember. 17
Q. And then Pend Oreille Bonner Development, 118

18

LLC, what is your asscciation with that group?

A. That -- again, the member of that group is ‘20
Pend Oreille Bonner Development Holdings, Inc., of ‘21
which [ own 25 percent and Mr. Bowlby and Mr. Merschel 22

own 37-and-a-half percent each. And I'm president of 23
that company. f24»
Q. I want to talk now about the purchase of the ‘25
Page 106 .
real estate that's generally called the Idaho Club. 1
Were you Involved in that transaction? 2
A. Yes, 3
Q. My understanding is there's four parcels of 4
property that are generally described as the Hidden 5
Golf (sic) Golf Course; what was the Golden Tee Estates &
and is now Idaho Club north of Highway 200; south of 7
Highway 200 an area called Moose Mountain; and some 8
waterfront lots called Trestie Creek. Is thata g
general description of the four parcels? 10
A. It's a general description. We sort of 11
characterized that to start with as -- as kind of golf 12
course property north of Highway -- called the -- north 13
of Highway 200, we've been calling it -- referring to 14
it as golf course property for today's purposes. It 15
was part of the original development, Golden Tee 16
Estates, I think. ‘17
Q. Okay. 18
A. And then south of the highway, we i
characterize that as Moose Mountain. And then the lake 20
parcels as Trestle Creek. So ... 21
Q. And you participated in the acquisition of 22
all of that? 23
A, Yes. 24
Q. How did it come about that you were 25
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discussing that acquisition?

A. We heard from a friend that there was a piece
of property in northern Idaho that was for sale or that
someone was looking for a partner in, and my --

Mr. Bowlby had a package that was given to him by this
person. So we looked at it a little bit and ended up
making the trip up here in September of '04 to look at
the property.

Q. Do you remember who that friend was?

A.  Jim Cecil, C-e-c-i-l

Q. Where does Mr. Cecil reside?

A. I have no idea.

Q. Was he a friend of vours or a friend of one
of the others?

A. I knew him. He did not give me the package.
He was a friend -- or friend, acquaintance of all of
ours but -- but the package didn't come to me; it came

tc Mr. Bowlby.

Q. And where did you know him from?

A. From living in Monterey.

Q. Was he a resident in Monterey?

A. He was 3 resident in Monterey.

Q. When is the last time you had contact with
him?

A. Four or five months ago.
Page 108

Q. Where does he reside now?

A. Idon't know.

He was in Boise at thé time. ButI'm not
sure where he is now.

Q. What was the occasion of you having contact
with him?

A. He was -- he was trylng to assist us in
recapitalization of this project.

Q. 1Is capitalization of projects a specialty of
his?

A. Idon't know. He has expertiseinit. ButI
don't know if it's a specialty.

Q. What's his expertise?

A. Well, to me, it means somebody that has more
knowledge than somebody off the street that knows
nothing about it. Sc he has some expertise. He
understands how transactions are structured and put
together and has access to people who have capital.

Q. Where did he acquire that expertise?

A. Idon't know.

Q. When did you first learn of that expertise?

A. Justin conversations with him over the last
saveral years.

Q. Did he contact you or did the group contact

him to help with this recapitalization?

3168/19/2013
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A. 1 think he contacted us.

Q. Did he leave contact information with you?

A. Probably at the time. Which I wouldn't have
anymaors.

Q. And why wouldn't you have it anymore?

A. Because I wouldn't necessarily save that. I
mean, it was a phone call that came in. And I would
have called him back and talked to him. And, I mean,
may have a phone number. Idon't have anything with
me, put it that way, as far as how to contact him.

Q. Do you use a cell phone exclusively?

A. No.

Q. You have a land line too?

A. Yes.

Q. Did you contact him using one of those two
phones?

A. Probably my cell phone.

Q. And approximately when was that contact?

A. Probably fast contact I had with him was
probably three or four months ago.

Q. And what is your celf phone number?

A. 208-946-3365.

Q. I want to step back into discussing your real
estate purchase. After Mr. Cecil informed you about
this opportunity, what did you do?
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A. I don't really remember specifically. The
only thing I really remember next is we ended up making
a trip to northern Idaho to look at the property.

Q. When was that?

A. September of '04.

Q. And you had said that earlier. What did you
do after September '04?

A. Just started analyzing. I came back up to
the property probably a month later to look at it
again, just sort of trying to analyze the market,
trying to analyze if it would be a deal that we wanted
to pursue.

Q. At some point did the group make an offer?

A. Yes.

Q. Who made that offer?

K. Idon't know if it was me or if it was, you
know, Mr. Bowlby. I can't remember who did it.

Q. Was it a verbal offer or written offer?

A. We probably talked about it verbally, and
then we probably -- there was probably something in
writing, I'm sure.

Q. Do you still have any records of the initial
offer?

A. I have noidea.

Q. If you still had those records, where would
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they be located?

A. Idon't know that either. Perhaps in qur
office. 1don't know where they would be. As
mentioned -- you may have been out of the room or not
here yet -- but we also had a fire in the clubhouse in
2008. 5o a lot cf the records that were storad in our
office were destroyed then. So I don't know whether we
have that or we don't have that.

Q. Approximately how much of your business
records were destroyed?

A. Idon't know.

Q. More than half?

A. Well, at the time, yes. I mean, if you're
talking about business records we had then, the
majority of them were. )

Q. Refresh my memory. When was the fire?

A. December of '08.

Q. So up until December of '08, you probably
don't have very many business records remaining?

A. That is correct.

Q. Now, you had testified earlier in your
deposition that a Ms, Groenhout is your bookkeeper. Is
she still employed?

A. Yes.

Q. And did she do somathing to recaver your bank
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records after the fire?
A. Idon't know.
Q. Did you continue to have bookkeeping --
(Brief interruption.)

BY MS. WEEKS:
Q. Let me start over. Did she maintain daily

records of the financials of the business?

A. Yes.

Q. Did she continue to do that after the fire?

A, Yes.

Q. Did she ever discuss with you what she needed
to do to reproduce or recreate any of the business
records?

A. She may have af the time. ButIdon't
remember that discussion. ‘

And is she local to Sandpoint?
Yes.
And do you have her contact information?
Yes.
Do you know it as you sit here today?
The phone number is 208-265-8600.
Is she still employed by Pend Oreilie Bonner
Development?
A. Yes.
Q. Eventually was there a written purchase and

88bAb 13
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sale agreement that was developed from the offers that 1
went back and forth? 2
A, Yes. 3

Q. And who prepared that? 4

A. Probably Bill Sterling, who's our counsel. L1

Q. And where - 6

A. ButI can't be a hundred percent certain of 7
that. But that's my guess. 8
Q. So your best recollection is Bill, but you 9
are speculating on that? 10
A. Yes. 11

Q. Where is Bill Sterling located? .12

A. He lives in northern California. I don't ‘13
know what his address is or where he is. 114
Q. He's a California attcrney? 15

A. I don't know -- I don't know what his '16
17

licenses are. He's an attorney in California.
Q. Do you know If he's licensed in Idaho? 18
A. Idon't know. 19

Q. Were there other attorneys you worked with? 20

A. Not at the time, no. 21

Q. At some point later were there other 22
attorneys that POBD worked with? 23
A, Brad Chamberlain. :24

Q. Where Is Brad located? 25
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A. California someplace. 1

Q. And anyone else? 2

A. Then Foley & Lardner for membership 3
documents. 4
Q. And that was on the LLC? 5

A. Well, it was membership documents for the -- 6
for the golf club -- golf course. 7
Q. Okay. And who else? i

A, Thatis all I can think of or remember at 8
this peint. 10
Q. Did you work with Janet Robnett of Paine ‘11
Hambilen? 12
A. I'msorry. Yeah. Janet Robnett, Paine 13

14

Hamblen. Thank you.
Q. And how about John Magnuson, did you ever 15

have occasion to work with him? 16
- A, I've consulted -- had a couple consultations 17
with John on one matter. 18

Q. Having reviewed those, do you still think 19
Bill Sterling is the one most likely to have been the 20
one who prepared the purchase documents? 21

A. Yes. 22

Q. Okay. After the first purchase and sale 23
agreement, were there any revised purchase and sale 24
agreements? 25
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A. Ithink we have -- the last one, I think, was
a third amended agreement, So I guess there would be
two others.

Q. Do you recall why it was revised twa other
times?

A, Idon't remember.

Q. After the third purchase and sale agreement,
do you recall a Memorandum of Real Property Purchase
and Sale Agreement being recorded?

A. 1 knew Mr. Villelli had the ability to do
that. So, yes, I remember that was going to happen.

Q. I'l hand you a document that has a Bonner
County instrument number of 706475, which is a
Memorandum of Real Property Purchase and Sale Agreement
between North Idaho Resort and Pend Oreille Bonner
Developrment Holdings, Inc., and ask you to turn to the
sacond page. And is that your signature on that
document?

A. Yes, it appears to be,

Q. And was that document recorded to provide
notice that there was a purchase and sale agreement
between POBD Holdings and Neorth Idaho Resorts?

A. I would think that would be the reason for

it, yes.
Q. And it indicates at the top that it's to be
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returned to POBD Holdings, Inc. And I'm shortcutting
the name. Was it returned to Sherry Wagner?

A. Tdon't know. -

Q. Who is Sherry Wagner?

A. She worked for Chip and Tom as an
administrative assistant.
Was she working for MDG Nevada?
I don't know what the relationship was.
Was she an employee of POBD Holdings, Inc.?
I don‘t believe so.
Was she ever a hcldings (sic} of POBD, LLC?
I don't believe so. But I'm not a hundred

FOo>oro

percent sure.
Q. Do you know who prepared that Memorandum of

Real Property Purchase and Sale Agreement?

A. No.

Q. And why did you understand that was tc be
recorded?.

A. I think for the reason you said, to put
people on notice that we had a purchase and sale
agreement and that eventually there was a -- for
somebody to ask, because eventually there's a
participation agreement in future sales.

Q. Okay. I'm going to take that back fram you.
I'm not going to put it into the exhibits because I'm

3168/19/2013




NNNNI\JNHHHHHHH
el
U]-thr—*O\DOO\JO\U]-waHO\DOO\ICthAwNH

W o N O R W N R

NN N NN R R R e e e
B WNPLPOOVBAIYOTGORNOEDSR

25

www,mmcourt.com

Page 117

being cheap and trying to keep those down.

Now, there's been a lot of loans discussad
today in connection with the property. When you first
purchased, do you recall approximately what you paid
for the property from North Idahc Resorts?

A. My recollections I've tried to relay today

has been that there was about $5 million of cash paid
at closing and probably $9 million worth of ioans
assumed, or 10 million or socmewhere in that range, and
that was the -- that was the purchase price. And I say
that, I -- those two things should tota! up tc $16
million, because that is how we calculated when the 20 12

QW W N pd W N e

b
-

percent participation would kick in. Just the inverse 13

math of 20 percent of 80 was $16 million. 14

Q. So the projected purchase price, if there was 15

a purchase price put on it that day, was approximately 16

80 million, and so a2 portion was being paid cash in 17

assumption and a portion was this participation profit 18

sharing? 18

MR. MILLER: Qbjection, form of the question. 20

MR. LAYMAN: Objection to form. 21

THE WITNESS: No. The 80 million was a sales 22

threshold after which was -- after which it was reached 23

we were to pay 20 percent of sales of memberships -- 24

BY MS. WEEKS: ’ 25
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Q. So you said -- 1

A. (Continuing.) -~ and real estate. 2

Q. I'msorry. 1talked over you. 3

You said it was an inverse -- 4

A. Well, the 16 million -- I'm sorry. I just 5

talked cver you. I apologize back. 6

So if you -- if you look at the consideration 7

paid at closing, it's basically $16 million, some cash, 8

some assumption of loans. Okay. If you then ook at 9

it and say, okay, now we're going to pay -- we're going ‘10

to pay 20 percent of future sales proceeds, the 11

12

thireshold is set at 80, because if you look at it 20
percent of 80 is $16 million. So we already paid -- i3
kind of prepaid at closing, if you will, up to the 80,

and then after the 80 we were to pay 20 percent moving i35
forward. is
Q. Gotyou. Itold you I'm terrible at math. 17
So the purchase and sale agreement was to let 18
people know that the seller continued to have an 19
interest in proceeds from the sales? 20
MR. MILLER: Qbjection, form of the question. 21

MR. LAYMAN: Object to the form. 22

MS. WEEKS: Okay. Let me rephrase that. 23

BY MS. WEEKS: 24
Q. Was the purpose of the purchase and sale 25
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agreement to inform future individuals who'd have
reason to lock at the public record that there was an
agreement that affected the property related to that
agreement on participation?

MR, MILLER: Objection, form of the question.

MR. LAYMAN: Object to the form of the
question. It's been asked and answered. I think
you’re mistaking purchase and sale agreement with the
memorandum that you talked about.

MS. WEEKS: You are correct.

MR. LAYMAN: And he aiready answered that
that was the purpese for it.

MS. WEEKS: Well, I want to rephrase it and
ask it again. And you can object.
BY MS. WEEKS:

Q. Was the purpose of the purchase -~ the
Memorandum of Purchase and Sale Agreement to put nctice
out there to anyone checking the public records that
there was an ongoing agreement between North Idaho
Resorts and Pend Oreille Bonner Holdings?

MR. LAYMAN: Object to the form.

MR. MILLER: Object to the form.

THE WITNESS: So I think the purpose -- that
was for the benefit of North Idahc Resort. So whatever
they thought the purpose was is probably more relevant
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than what [ do. But I think your characterization is
correct; I think it was done to put people on notice.
BY MS. WEEKS:

Q. Atfter this purchase and sale agreement --

well, actually let me strike that.
Before this was recorded, did POBD Holdings

or POBD, LLC, borrow any monies for that $15 million
purchase?

A. I don't remember the time of the recording or
the initial draw with R.E. Loans/Bar K. So I don't
know.

Q. Butthe -- there was a loan with R.E. Loans
that came into play at some point around the purchase
or after the purchase?

A. Itprobably cameinat--1 would think it
was simuiltaneously closed, basically, whare the {oan
was closed and the property purchase was closed, but I
don't remember exactly the timing.

Q. Do you remember approximately the amount of
the loan with R.E. Loans?

A, Low $20 million range.

Q. OQkay. Let's move to some documents that
maybe can help with that. I have an instrument cailed
a mortgage that's Bonner County Instrument No. 724829,
that is a mortgage with R.E. Loans, LLC, in the amount

8230813
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of $21,200,000. Do you recognize that document?

MR. LAYMAN: Do you héve a copy for me?

MS. WEEKS: I don't. I'm not putting itin
as an exhibit. But you're welcome to look at it over
his shoulder.

MR. LAYMAN: I didn't think you were required
to have to put it an exhibit to hand me a caopy.

MS. WEEKS: Well, Counsel, I might hand
everybody copies even if I wasn't. But as you can tell
this morning, I was not as organized as I could have
been. Yours are sitting in the copy room.

I will send you copies. How's that?

MR. LAYMAN: That's okay.

THE WITNESS: Okay. So could you -- I've
taken a quick ook at it. Could you ask the question

W m N wm D W e

10
12
13
14

15

‘16

again.
BY MS. WEEKS:
Q. Do you recognize that document?
A. Yes.
Q. How did that document come about?

17

1

19

20
21
‘22
123

24

A. 1Idon't remember.
Q. There's a loan number gn that document that
says Loan No. P0O09S.
A. Yes.
Q. Do you know where that loan number
Page 122
originates?

A, I'dhave to assume it's from Barney Ng
entities, that it would have been one of their loan
numbers.

Q. So R.E. Loans and Barney Ng, in your mind,
are sort of the same identity? Strike that.

How does Barney Ng relate to R.E. Loans?

A. Idon't know what that reiationship is. 1
deal with the person Barney Ng in working out the
business of it. And from a legal side of it, I don’t
know what that relationship is, whether he's an owner
of part of, what his relationship is.

" Q. But Barney Ng is a person who speaks for R.E.
Loans or has spoken to you on behalf of R.E. Loans?

A. Yes,

Q. Okay. So it's the second characterization is
more accurate; he is a person who's spoken to you on
behalf of R.E. Loans?

A. Yes.

Q. Okay. Has he spoken to you on behalf of any
other entities?

A. When we refinanced the project with him in
the August '08 transaction that we've been discussing,
there were three different entities. There was R.E.
Loans; there was MF08; and there was Pensco Trust.

25
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Those three were wrapped up into the business. We
always looked at them as Ng umbrella. One loan to us,
but there were three different entities there.

Q. He was the speaking agent for all three of
those entities?

A. Idon't know if he's a speaking agent for
them. But he was the only one that we had any dealings
with.

Q. So take it down to --

A. With -- with regard to those three entities.

Q. Take it down to a more basic question. He's
the only one who ever spoke to you and represented he
was speaking on behalf of those entities?

A, The first half of that would be I can
accurately say he's the only one I've ever spoken to
with those entities. I don't know about the
representation part of it.

Q. Okay. Did he sign any documents on behalf of
any of thase entities?

A. I would assume he did, but I don't know for

sure.
Q. Do you know whao created that moitgage
document?
A. Tdo. I'm trying to remember his name.
Dennis Zentil, Z-e-n-t-i-l.
Page 124

Q. And who is Dennis Zentil?

A. He's a l[awyer from southern California that
reprasented Mr. Ng or the entities.

Q. Okay.

A. 1 say from southern California. I believe he
is. I never met him.

Q. Why do you have the imprassion he's from
southern California?

A. I think he told me that in a conversation.

Q. Okay. This document indicates that POBD
obtained $21,200,000. Did it obtain $21,200,0007 '

A. I don't have specific recollection as to how
much was drawn on the initial martgage, whether we drew
all that or not. I don't know.

Q. But some of it was drawn?

A. Yes.

Q. Who was the title company?

A. I'm not sure -- somebody -- initially
Sandpoint Title handled the closing -- the first
closing, not with that mortgage but the one that
happened in June of ‘06. At some pointin time it
transferred to First American Title. And I cannot
remember exactly when that -- those duties were
transferred over.

Q. Okay. So it was probably one or the other?

316%/19/2013
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A. Probably,

Q. Have you worked with any other title
tompanies in your capacity as a POBD manager?

A. Not that I can recali.

Q. Did you play any role in having this document
recorded?

A. No.

Q. Do you know who caused the document to be
recorded?

A. No.

Q. Do you know what the money was borrowed --
the purpose of the borrowing?

A. Development of infrastructure, construction
of the golf course, sales and marketing, general
administrative costs. Basically all development work.

Q. Did POBD have a pro forma with an outline of
how the money would be expended?

A. Weaell, the -- POB has a pro forma, yes -- had
a number of pro formas, as you do in the development
business. Initial pro forma with the Ng entities, yes.
You know, pro formas as it relates to that loan, 1
don't remember.

Q. You said it had some initially with the Ng
entities. Tell me how that came about.

A. When we were talking with Mr. Villelli about
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the purchase, it came up that he, North Idaho Resorts,
had a loan with the Ng entities. Sc we approached
Barney Ng about assuming that loan and then advancing
additional funds as a development and acquisition loan.
So that's how it came about.

Q. Now, you've indicated that you had assumed
some loans when you first purchased. Was one of those

W, LLC's, loan?

A. Yes.

Q. And the other was R.E. Loans'?

A. Yes.

Q. Were there any others that you assumed?
A. I do not believe so.

Q. And this loan came due in 2009. Was this

loan ever paid off?

MR. LAYMAN: Object to the form of the
question.

MR. MILLER: Ditto.

THE WITNESS: I think that loan was
essentially rolied into, if you will, by the August '08
closing with R.E. Loans.

BY MS. WEEKS:
Q. So we'll revisit that with the August '08

closing.
After this March 15, 2007 date, the next loan
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that I see in the series of loan transactions is a loan
with Pacific Capital. Is that your recollection of the
next loan?

A. Yes, [ believe so.

Q. Actually -- and I jumped ahead too fast. I
want to step back.

March 15, 2007, about the same time you were

getting the -- well, it logks like in the same series
of transactions when you were giving the mortgage to
R.E. Loans, there was a partial termination that was
recorded as Bonner County Instrument 724831 that
terminated the purchase and sale agreement memorandum
as to parcels described in Exhibit A. And I'm going o

provide that tc you.
Have you seen that document before?

A. [ guess I have because it appears that I .
signed it.

Q. Do you recall that document?

A. Not really.

Q. Later that document was re-recorded. And it
indicates on the face of the re-recording, which is
Bonner County Instrument 768269, that it was
re-recorded to correct the legal description. And if
you will look at the earfier document, it contains two
Exhibit A's. Do you know how it came about that it
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contains two Exhibit A's?

A. No.
MR. MILLER: Objection, form of the question.

THE WITNESS: No.

BY MS. WEEKS:
Q. Do you know who prepared that document?

A. Idon't know who prepared it.

Q. Do you know who recorded it?

A. 1 don't know who recorded it.

Q. Do you know how it came about that there was
an Exhibit A with a short description and an Exhibit A
with a long description?

A. No.

Q. Have you ever discussed that document with
Dick villelli?

A. TI've discussed the fact that a document was
recorded that impacted the memorandum of our real
estate and sales purchase agreement, but never
specifically to my reccllection discussed this
particular document or this exhibit.

Q. What were your discussions about the document
that impacted it? .

A. He told me there was some -- for some reason
at some point in time, the memarandum of real estate
and purchase agreement went off the record and that it
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1 had been re-recorded and that his understanding was the 1 A. No.

2  title company had made a mistake. 2 Q. Were there ever discussions of partial

3 Q. So let's go with his characterization that 3  releases?

4 the title company made 2 mistake. The first document 4 A. Idon't remember,

5 recorded that ends in the 31 says it's a partial 1 Q. At any time was Mr. -- when I say

6 release. And one of the Exhibit A's is a short 6 Mr. villelli, T actually mean North Idaho Resorts, At

7  description describing certain lots within the 7  any time was North Idaho Resorts ever paid for the

8 development, Lots 10A, Block 2; Lots 24, 34, 4A, 8 Trestle Creek property in --

9 Block 4; Lot 2A, Biock 7; Lots 2A and 3A, Biock 9; 9 MR. LAYMAN: Object to form.
10 Lot 1B, Block 10 of the replat of Golden Tee. 10 MR. MILLER: Objection, form of the question,
11 To your knowledge is that what was supposed 11 calls for speculation.
12  to have been released by that partial release? 12 BY MS. WEEKS:
13 MR. MILLER: Objection, form of the question, ;13 Q. Now I'll finish the question and they can
14 also calls for speculation. 14 renew their objections. At any time was there ever any
15 MR. LAYMAN: Legal conclusion. 15 discussion of release of Trestle Creek based upon a
16 MR, MILLER: And a legal conclusion. 16 saleand a payment to North Idaho Resorts of its
17 THE WITNESS: I don’t remember. ‘17 participation fee?
18 BY MS. WEEKS: \ 18 MR. MILLER: And I do renew the objection.
19 Q. Do you remember why a partial release was 19 MR. LAYMAN: I thought she cleaned it up so
20 being done? .20 well, I'm withdrawing mine.
21 A. No. 21 THE WITNESS: When you say release -- there
22 Q. Are there any documents you could look at 22 isn't a mortgage. So what's -- when you say release,
23 that would refresh your memory as to why a partial 23 what do you mean release?
24 release was to be dcne? 24 BY MS. WEEKS:
25 A. Not sure how to answer that question. I 25 Q. Arelease of the memorandum of purchase and
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1 mean, the document -- you might be able to give me a 1 sale agreement.

2 document and it might refresh my recotlection. But I 2 A. I don't believe there's any discussion about

3 don't -- I don't remember. I mean, [ can -- I can 3 that.

4  speculate, which I know you don't want me to, but 4 Q. Okay. Now, I do really want to tum to the

5 speculate that there were certain lots that had 5 next toan, which is Pacific Capital, from what I can

6  either -- that had been sold or shouldn't have been 6  tell. Isthatthe nextloan that you're aware of is

7 part of the memorandum to start with. I mean, there 7  the Pacific Capital loan?

8 could be a number of reasons why it was done. 8 A. Yes,

= Q. So if Mr. Villelli represents that those were g Q. And who arranged that loan?
10 lots that were owned prior to the master purchase of 10 A. My partners, Tom Merschel and Chip Bowlby.
11 the entire -- of the entire Idaho Club, you would not 11 Q. And the ican amountis for $5 miflion. Do
12 say that that is an incorrect recollection on his 12 vyou know how that amount was arrived at?
13  behalf? 13 A. I probably told them what I thought we needed
14 MR. MILLER: Objection, forim of the question. 14 from a development standpoint. And then they
i5 MR. LAYMAN:. Obijection, form. 15 negotiated that with the bank, I assume. That part,
16 MR. MILLER: Calls for speculation. 16 again, is speculation because I don't know,
17 THE WITNESS: I'd say I wouldn't remember. 17 Q. Do you know if you had any sort of document
18 BY MS. WEEKS: 18  or financial statements, pro formas that you were
19 Q. Atany time did you and Mr. Villelli ever 19 working from that gave you that amount of 5 million?
20  talk about him releasing the entire purchase and sale 20 A. Not to my specific recoliection. That would
21 agreement from all the lands? 21 have -- that would have, you know, come out or
22 A. No. o 22 specified that 5 million was the number we needed.
23 Q. Was there ever an agreement that he would 23 Q. But you believe it would have been related to
24 release the entire purchase and sale agreement from all 24  what you had determined were the needs of the
25  the lands? 25  development?
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A. Yes.

Q. Okay. So turning to the credit authorization
in frent of you. And I'll represent this was provided
in discovery by Paclfic Capital regarding the loan that
was received by Pend Oreille Bonner Development. And I
highlighted on the front a Facility No. 1, which was a
101760163 loan. And it indicated that it was a
revolving line of credit.

Were you involved in the first loan that was
numbered last four digits 0163?

MR, MILLER: Objection, form of the question.

THE WITNESS: The negotiations with the bank
were done by Mr. Mersche! and Mr. Bowlby. So you say
was I involved -- was I aware that they were trying to
obtain $5 millicn? Yes. Was I involved in the
negotiations of how the bank was structuring that? No.
BY MS. WEEKS:

Q. You said you had met Niraj Maharaj. How did
it come about that you met him?

A. I probably met him when I used to live in
Monterey, I think. I don't know that I probably -- I
might have seen him one time since then but -- and I
don’t know -- I don't remember when that was.

Q. So the meeting was not related to this loan?

A. I can'ttell you whether he came to the site:

Page 134

and toured or looked at it or not. I don'treally -1
don't remember now.

Q. Okay. I'm also going to provide you a term
sheet that was obtained in discovery and represent to
you that this is from the bank. And it indicates there

was an interest reserve of a half million dollars. Is

that consistent with your recollection?

A. Yes.

Q. So is it fair to say then that the only
amaunt of money that was actually obtained by POBD then
was four and a half million?

MR. MILLER: Objection, calls for a legal --
objection, form of the question.

MR. LAYMAN: Object to the form.

THE WITNESS: From a normal development
standpoint, if there's an interest reserve then that's
used for interest, and the four and a half would be the
number you'd have for development purposes.

BY MS. WEEKS:
Q. Isn't interest reserve a common bank practice
in development?

MR. MILLER: Objection, calls for
speculation. I imagine he's got an epinion on that
though, ’

THE WITNESS: My opinion is typically they do
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that but not always.
BY MS. WEEKS:
Q. How many developments have you participated

A. Trying to parse words. Depends on what
"participated in" is. I mean, I've been invalved with
20 or 30 different, real estate developments or
consulted on them. Involved in a direct way, in four
or five or six.

Q. In the larger number that you've been
involved in, did you become familiar with interest
reserves?

A.  No, not necessarily.

Q. And in the four or five or six that you were
directly involved with, did you become familiar with
interest reserves?

A. Yes,

Q. And is that an uncommon practice for a bank
to have an interest reserve --

A. Ng, it's --

Q. --on a development loan?

MR. MILLER: Objection.

MR. LAYMAN: Objection to form.

MR. MILLER: Form.

THE WITNESS: Itis not an uncommon practice.
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BY MS. WEEKS:
Q. As we sit here today, do you have any reason

to dispute that the bank withheld 500,000 as an
interest reserve?

A. No.
Q. I'm going to hand you a loan agreement which

Is signed by you for interest -- or for -- excuse me --
loan agreement, last four digits 0163, and ask you if
you recognize that document.

A. Yes.
Q. Is that a loan agreement that you signed in

connection with the Pacific Capital loan?

A. Yes.
Q. And that's dated October 23, 2007, Is that

close to the date that you recall signing that?

A. Idon't remember -- I don't recall when I
signed it. But that would be loglical since it's dated
that day. So it would have been close proximity to
that.

Q. Is that your recollection of the near time
that that loan was made?

A. Yes.

Q. And did POBD receive the money from that

lean?
A. I think we've determined before from -- from

sPibftb13
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a copy of a wire instruction or a record of a2 wire that
four and a haif million dollars came to POBD.

Q. I'm going to show you the routing
instructions on that wire. And it indicates that the
bank information -- and, again, this is a document
obtained in discovery from Pacific Capital Bank. It
indicates that this was routed to Mountain West Baak in
Sandpoint, Idaho, and it gives the routing number and
the account number.

Did you have -- did POBD have a bank account
in Sandpoint, Idaho, with Mountain West Bank at or near
the time of this document?

A. Yes.

Q. And would -- I forget her name now --

Ms. Groenhout be the one who would have accounted for
those funds?

A. Either Ms. Groenhout or Sherry Wagner.

Q. Okay. And also handing you -- actually, I'm
not going to hand you this yet. Going back to -- and
I'll take those out of your way.

Going back to that credit -- I'm going to
leave you the credit authorlzation. Going back to the
credit authorization on the second page, that document
indicates that the loan will be -- under Facility No. 2
about the fifth line down it says summary purpose, and
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it says converts Facility 1 to a real estate secured
line of cradit. Anrd then above that is written a loan
No. 101764389.

Do you remember the lcan being converted and

new documentation being done?

A. Yes.

Q. And then it indicates lower on there
collateral secured and unsecured. It indicates
secured, and the description is first deed of trust on
42 acres, two non-contiguous parcels, and then it says
below that on lecation formerly known as the Trestle
Creek Campground.

Is that the Trestle Creek property we've been
discussing today?

MR. MILLER: Objection, calis for
speculation.

MR. LAYMAN: Objection to form.

THE WITNESS: I would assume it is. The size
refates to the property. So I would assume that's what
it is.

BY MS. WEEKS:
Q. Do you know if Pacific Capital Bank acquired
a mortgage on the Trestle Creek property?
MR. LAYMAN: Object to the form.
MR. MILLER: Same objection.
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THE WITNESS: I believe they did.
BY MS. WEEKS:

Q. It alsoindicates down there, under
guaranfor's name, Chip Bowlby and Tom Merschel.
know if they signed guaranties?

A. I believe they did, yes.

Q. As we sit here today, are those guaranties

Do vou

still active?

A. Idon't know,

1 don't believe -- I should -- I'll rephrase.

I don't believe so, but I don't know for sure,

Q. So why de you not believe they're active any
longer?

A. It's just because I -- I don't believe they
have personal -- well, you need to ask Mr. Bowiby and
Mr. Merschel what their guaranties are.

Q. Have they made any statements to you about
them?

A, Yes.

Q. What have they toid you?

MR. LAYMAN: Object to form.

THE WITNESS: That, [ mean, they have -- they
have a settlement agreement with Pacific Capital that
invalves a number of different projects. And I believe
their guaranties have been released on those subject tc
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whatever the conditions are in the settlement agreement
and --

BY MS. WEEKS:

Q. So it's a master settlement agreement?

A. Correct.

Q. Not just on this item?

A. Correct.

Q. On the next page there's a detailed purpose
and comments for this approva!l on Facility 1. The last
sentence of the first paragraph says a portion of the
proceeds shall be used to retire a $2,000,000 private
seller carryback note originating from the purchase of
the subject property in June of 2006.

Did you ever request Mr. Merschel and
Mr. Bowlby to obtain money to pay off a $2,000,000
private carryback note?

A. No. )
Q. Then if you look at the little box that's

midway down that page. And it says sources and uses of
the funds. It shows a seller carryback, 2 millicn,
coming out of the money and only two and a half being
available to the borrower. Do you see that?

A. Yes.

Q. Do vou know why that was included in this

documentation?

317%/19/2013




OV EONGOUBLAWN R

1
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

O 0NV & WN -

BN NN e e e
—thHOLDm\JO\mEGB:S

25

www,.mmcourt.com

Page 141

MR. MILLER: Objection, form of the question,
calls for speculation.

MR. LAYMAN: Objection to form.

THE WITNESS: No.

(Exit Mr. Miller.)

BY MS. WEEKS:

Q. Did either Mr. Merschel or Mr. Bowlby discuss
with you that they had represented to the bank that
there was $2,000,000 carryback?

A. No.

Q. Down under Facility No. 2, the second
sentence says we will re-document the loan and take a
security interest for the proceeds in the form-of a
first deed of trust on collateral. Do you see that?

A. Yes,

Q. At the time that this Is dated, which Is
March 29th, 2007 -- excuse me -~ October 29th, 2007,
isn't it true that the memorandum of the purchase and
sale agreement had been recorded on the property?

MR, LAYMAN: Object to the form.

BY MS. WEEKS:
Q. Let me clearit up. The memorandum and sale

agreement we discussed earlier with North Idaho
Resorts.
MR. LAYMAN: Object to the form.
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THE WITNESS: I don't remember when that was
recorded, but -- so we could -- we could look at that,
1 guess, and make that determination.
BY MS. WEEKS:
Q. Certainly. I'll let you look at that. It
was recorded June 19, 2006.

A. Okay.
Q. So isn't it true that that still would have
been recorded against the property?
MR. LAYMAN: Object to the form.
THE WITNESS: I can't comment on whether it

was still recorded on the property. All [can dois

say it was recorded in June of '06. And whether it was
still on the property at that point in time or not, [
don't know.

BY MS. WEEKS: .
Q. You testified earfier you never discussed

with North Idaho Resorts releasing that, correct?
A. Correct. .
Q. Do you know If anyone else ever discussed
with North Idaho Resorts releasing that security?
MR. LAYMAN: ‘Object to the form, speculation,
THE WITNESS: I don't knew of anybody &lse.
I don't think anyone from Pend Oreille Bonner

Development did.
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BY MS. WEEKS:

Q. Dao you know why Mr. Merschel or Mr. Bowiby
were representing to the bank that they were able to
give a first deed of trust?

MR. LAYMAN: Object to the form.

THE WITNESS: 1 guess that's assuming they
did represent that they could get a first deed of
trust. And I don't know that as a fact.
BY MS. WEEKS:

Q. So they never discussed that with you?

A. No.

Q. So as you sit here today, they never had any
discussions with you about the representations they
made to the bank in order to acquire the $5 million
loan?

A. I mean, to best of my recallection, I don't
remember anything specific about what they represented
to the bank. The initial loan was -- was --as I
understood it, was based upon the creditworthiness of
Mr. Merschel and Mr. Bowlby and that's what it was
based on and they had the ability at the time to do
that, which was great for me because we had bills to
pay. So...

Q. What did they tell you about the
re-documentation of the loan down the road?
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A. There wasn't any conversation in October of
'07 about re-documentation down the road. What was
discussed or what the thought was with the bank is this
would exist as part of their credit facility for some
period of time; the project to be recapitalized; we'd
repay this loan.

Q. So it wasn't anticipated you'd ever get to
Facility 2, Facility 2 being the conversion of the
Facility 1 to a real estate-secured line of credit?

A. 1don't--notin my mind, it didn't. No.

Q. Iwantto turm now to that conversion and
re-documentation of the loan. I believe that you've
testifiad, but [ want to make sure I'm clear on this.
There was no new monies put on the table when that was
converted and re-documented?

A. Correct.

Q. And there's a loan number in association with
that new documentation that's 4383. And I'm going to
hand you a document obtained from Pacific Capital in
discovery, indicating that it is a mortgage and showing
recording numbers for Bonner County of 7485 -- excuse
me -- 8379 and 748380 and ask you if you've seen that
document before.

A. I have.

Q. And when did you see it?

s b/213
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A. Probably about the time [ signed it, which I 1
presume would have been on or about the first part of 2
March since that's when it's dated. 3
Q. And that was for re-documenting the loan? 4
A. T believe s¢, yes. 5
Q. And that's the one you did not receive any 5
new proceeds for? 7
A. TIdon't believe I received any new proceeds. 8
Correct. S
Q. And at that time, were some subordinaticn 10
agreements done? 11

A. T know I looked at the subordination 1
agreements. I don't remember exactly when they were 13
done. I assume they were done in conjunction with 14
this. I don't remember all the exact dates though. 15
Q. Handing you a universal loan payment coupon 15
that we obtained from Pacific Capital. It indicates 17
that there is a loan payoff for the 0163 loan by the 18
new loan proceeds. Is that the payoff of the revolving 19
line of credit that was unsecured? 20
MR. LAYMAN: Object to the form. : 21
BY MS. WEEKS: 22
Q. If you know. 123
A. Idon't know. 24
Q. I hand you a revolving term nots and ask you 25
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if you recognize this document, dated March of 2008. i
A. VYes. 2
Q. And is that the new note that was signed in 3
conjunction with the conversion of the Faciiity 1 loan? 4
A, Yes. 5
Q. And then handing you a loan agreement aiso 6
with that same loan number on it. Do you recognize 7
that document in relation to 43897 8
A. Yes. 9
Q. Is that the actual loan agreement? A0
A. 1 believe so. 11
Q. Andis it fair to say all of those occurred 12
in March of 2008? 13
A. To the best of my recoliection, yes. 14
Q. I'm going to hand you what's in our exhibit 15
pile as Reeve's Exhibit No. -- or Finney -- I'm 16
confused now -- Reeves Exhibit No. 1, Finney Exhibit 17
No. 1. And that's Bonner County Instrument 756403. 18
That is a subordination agreement between your POBD -- 19
excuse me -- Pacific Capital and JV, LLC. Have you 20
seen that document before? 21
A. Yes. 22
Q. And before today have you seen that document? 23
A. Yes, ) 24
Q. When did you first see this document? 25

—
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A. I don’t remember.

Q. And it is signed In August of 2008, correct?

A. 1 actually don't know when it was signed
because there's no --

Q. Look far the acknowledgement page.

A. There's a notary. Yeah. So --

Q. Yeah.

A, Yes. So --

Q. Take a look at the acknowledgment page. It
says August 5, 2008.

A. Correct,

Q. Does that help refresh your memeory?

A. Yes.

Q. And isn't it true by the time that this was
signed, you had already signed all of the loan
conversion papers in March of 2008 for the conversion
of the Pacific Capital loan?

A, Yes.
MR. LAYMAN: Object to the form.

THE WITNESS: Yes.
BY MS. WEEKS:
Q. So this is some five months later
approximately?
A. When it was signed. Correct.
Q. And what was given to JV, LLC, as-
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consideration to sign this subordination agreement
after the fact?

MR. LAYMAN: Object to the form.

THE WITNESS: Release prices on future
development at tne lake.
BY MS. WEEKS:

Q. Explain that to me 2 little more fully. What
is release prices at the lake?

A. Initially we -- in the subordination
agreement with 3V, LLC, that Mr. Finney waiked through
earlier, there were two provisions where monies for any
particular condo, the underlying land of the condo unit
was sold; when those where sold, then JV loans would
get 3 payment for that.

Q. Okay.

A. In addition, they would get payments for
custom lots, neither of which-were in the original
subordination agreement with 1V, LLC.

And then in addition, we paid somewhere in
the {ow three hundred thousands payments on principal
and payments on interest at the time.

Q. So it was participation and advanced interest
payments?

A. Yes. And it may have been an increased
interest rate in the note, too, at that time. [ know

3173/19/2013
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there was a subordination agreement where the interest
rate went from 10 to 12 percentand I -- but I don't
recall which agreement that was,

Q. Okay. Were any payments made on the Pacific
Capital loan?

A. None that I'm aware of. But I don't know if
either of my partners made payments or not.

Q. You referenced a fire earlier. Were any of
the insurance proceeds paid to Pacific Capital?

A, 1don't believe so.

Q. Okay. Were the proceeds used for anything
other than Idaho Club from the $5 million lcan?

A. Not to my --

MS. WEEKS: I'm sorry. I have an awkward way
of asking questions.

MR. LAYMAN: No, no. I just wasn'tsure if
you're going to refer to that or back to the fire
proceeds. So ...

MS. WEEKS: I have this bad habit of pausing
midway to make sure my court reporter's keeping up with
me.

THE WITNESS: So I'm going to ask you to ask
that question again.

MS. WEEKS: Certainly.

BY MS. WEEKS:
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Q. Were the proceeds used for anything other
than the Idaho Ciub?
A. Proceeds of?
Q. From the fire claim.
A. Not to my knowledge.
MR. LAYMAN: Object to the form.
THE WITNESS: Not to my knowledge.
BY MS. WEEKS:
Q. Did you ever have any conversations with
Pacific Capital Bank at any time?
A. Imay have. It's logical that someone might
have called me and asked me questions about the
development. I don't specifically recall the

conversations.
Q. Iwantte jump forward now to the next loan

that I find in this series of transactions. And that

is in July 31, 2008, JV's Exhibit B, which was Berry's
Exhibit 9. And in this berrower's settlement
statement, lender Mortgage Fund '08, LLC, care of Bar
K, Inc., you indicated that was ore of the entities for
whom Barney Ng spoke, correct?

A. Yes.
Q. And then it says new loan to flle mortgage

fund 189,0C00. Do you know what that means, new loan to

file?
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A. No.

Q. And it has a loan origination fee, which, of
course, we know what that is. Then it has -- and
document preparation, which we know what it is.

Then it has pay off first note, loan
Nc. PO00%9. And earller, I had shown you a mortgage
which had that number associated with it.

{Enter Mr. Miller.)

BY MS. WEEKS:

Q. Was that mortgage that was the R.E. Loans
$21,000,200 (sic) mortgage, which is represented here
with a $6.4 million payoff, is that what was paid
off?

MR. LAYMAN: Object to form.

THE WITNESS: All I can say is this martgage
obviously has the same iocan number. So that is
potentially or logically what was paid off.

BY MS. WEEKS:

Q. Okay. Did you understand at the time that
this loan was being taken that it would pay off that
previous loan? And "pay off" is maybe not the correct
term,

Did you understand that when the new
$22,270,000 ioan was obtained that the previous lecan,
which is loan No. PO099, would be Incorporated into
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those funds that would be owed?

A. Yes.

Q. "And is it your understanding that's what
happened?

A. Yes.

Q. There's also another Loan No. P0106. Do vou
know what loan that relates to?

A. No.

Q. And it indicates a payoff of 2.7 milliocn. Do
you know where that went to or what it related to?

A, No. In my mind, it's just all part of the --
again, this Ng umbreila of monies we owed at the time
that were paid off with the new facility.

Q. Okay.

A. Or covered by the new facility.

Q. Did you participate in preparing any of the
documents that were used in this new facllity that's
referenced in the July 31st, 2008, borrower's
settlement statement?

A. Iwas involved in the negotiations with. But
you don't -- there's no preparation of documents. Ng
entities prepare the documents, and that's what are
used.

Q. You said you were involved in the

negotiations with whom?

86l %013
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A. Barney Ng. 1
Q. Was there any correspondence regarding that 2
negotiation? 3
A. There may have been -- there may have been. 4
1 don't have any specific recollection of anything. 5
Most of the time they were telephone conversations. 6
Q. As we sit here today, is it your position 7
that POBD anly has one loan with the Ng entities? 8
MR. LAYMAN: Object to the form. 9
MR. MILLER: I'll echo that objection. 10
THE WITNESS: Ilook atit from a business, 11
not a legal, standpoint. From a business standpoint, 12
there are these three Ng entities that we deal with 13
that have common release prices, et cetera. And so 14
how -- how this is structured and the -- and the 15
all-inclusive mortgage that was done at the time is 16
frankly compiicated. So I don't know that -- I'm not 17
saying legally we're dealing with one entity. I know 18
there are three entities involved. But from a 193
business standpoint, I feel like I'm dealing with one ;20
entity. 21
BY MS. WEEKS: :22
Q. When you make payment, who do you make 23
24

payments to one these loans?

Page 155

MR. MILLER: I'll state the objecticn again.
MR. LAYMAN: Object as to form.
BY MS. WEEKS:

Q. Go ahead and answer.

A. They did not fund any further draws which --
and so, no, we did not make any future payments once
they didn't fund any additional draws.

Q. And was it POBD's position that it was not
required to pay unless they funded the future draw?

MR. MILLER: Objection, form of the question.
THE WITNESS: It was PBD's position that we
weren't going to pay until they funded future draws.
Whether it's ...
BY MS. WEEKS:

Q. Did you relay that pesition to them?

A. TI'm sure we had those discussions. But
that's five years ago. So I don't specifically
remember what they were at the time,

Q. Is there any writings to that effect between
the two?

A. Idon't know.

Q. [ want to talk a little bit about books and
records now. Do you still have -- POBD still have an
acccunt with Mountain West Bank?

A. We aren‘t making any payments to anybody on {25 A. Yes. .
Page 154 Page 156
that ioan. So I'm not sure who that would have been at 1 Q. Is itthe same one as was funded with the $5
the time. 2  million loan?
Q. Did you get a payment book or an escrow book 3 A. 1don't know.
on this? 4 Q. Is it still with Sandpoint?
A. I don't believe so. 5 A, Yes,
Q. So how were you to know where to send 6 MS. WEEKS: That's all I have.
payments? 7 EXAMINATION
A. Because these companies had an office in 8 QUESTIONS BY MR. JOHN FINNEY:
northern California. And previously payments were sent 9 Q. So after the Ng group stopped funding, did
there. As it tumed out, it became moot because they 1o you sell any other lots?
didr't fund our first month's draw. So we weren't it A. Don't remember.
making any payments from then on. 1z Q. Do you recall ever providing any release
Q. From your perspective then, they breached 1 payments that would have enabled you to sell the other
this most current lending obligation? 1 lots?
A. From my perspective they failed to fund. i5 A. Don't remember that either. .
Q. Okay. Was failing to fund a breach, in your 1z Q. Who handled the fire claim insurance funds?
perspective? 17 Was that through the Sandpoint office or California
MR. MILLER: Objection. 18 office? .
MR. LAYMAN: Object to form. i3 A. No. We retained Greenspan International,
THE WITNESS: That's a legal opinion. So I 2C  1believe the company's called. They handled the
can't answer that, 21 claim.
BY MS. WEEKS: 22 Q. Do you know, were any dollars ever receivad
Q. Waell, without forming a legal opinion, you 23 in the POBD Holdings account from the fire damage?
can answer. Did you not make payments because you 24 A. A small portion of proceeds were that we used
believed they had not performed as agreed? 25  for operations.
REEVES, CHARLES 3175/19/2013
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Q. Do you remember how much that approximately
was?
A. No.

Q. You were asked about the document with North
Idaho Resorts that was labeled Partial Release, and
there were two legal descriptions, one specific. Do
you have any recollection as to what those lots that
Ms. Weeks read to you dealt with?

MR. MILLER: Objection, form of the question.

MR. LAYMAN: Object to form of the question.

THE WITNESS: Reask the questicn anyway, just
because I missed the exhibit and the document you were
tatking about.

MR. JOHN FINNEY: Sure.

BY MR. JOHN FINNEY:
Q. So there was a partial release document

recorded between Pend Oreille Bonner, either
Development, LLC, or Development Holdings, Inc., and
North Idaho Resorts that had two legal descriptions.
One was for specific lots that were purportedly
released, and then there was a whole other Exhibit A, a
whole long legal description.

Do you have any independent recollection of
what those lots that were specifically listed were?

A. No.

Page 158 E

MR, MILLER: Objection, misstates the
document, speculates about the document, whether
there's one or two Exhibit A's. Form of the question.

THE WITNESS: I don't have any recollection.
BY MR. JOHN FINNEY:

Q. If you'd flip to the page with the specific
lots labeled Exhibit A.

A. Yes,

Q. And there are specific lots. If you just
read the lot and blaock number that's dealt with on that
page labeled Exhibit A.

A. And you like me to read ...

Q. Just the lot and block so we've got an idea
of what we're dealing with.

A. Sure. Lot 10A, Block 2; Lots 2A, 3A and 4A,
Block 4; Lot 2A, Block 7; Lots 2A and 3A, Block 9;
Lot 1B, Block 10 of the replat of Golden Tee Estates,
Golden Tee Estates First Addition.

Q. All right. And the next page, what's it say
at the very top?

A. Escrow No. 49214-NA.

Q. And then the next line which Is centered,

what does It say?
A. Exhibit A, Legal Description.
Q. Do you recall ever getting a loan on any
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specific lots for which you needed a partial release of
the NIR memorandum of record?

MR. LAYMAN: Object to the form.

MR, MILLER: T'll echo the ...

THE WITNESS: No.
BY MR, JOHN FINNEY:

Q. Do you have any units of Idaho Club referred
to as the Presidential Units or the Presidential
Townhouses or Clubhouses?

A. There are two homes that have been referred
to as the Presidential Units, yes.

Q. And do you know if they're located on those
specific lots you read from that last document?

A. Ihave no idea.

Q. And did you obtain any laans on those or for
those units?

A. No.

Q. Did you obtain any lending at the Idaho Club
from Independent Mortgage?

A. Yes.

Q. And what was pledged, if anything, for that

loan?
A. I'd have to go back and look at the decument.

I don't remember,
Q. Do you have a time frame when that loan --

Page 160

when it may have come into existence?

A. No. I mean, 2010-ish, '11. Somewhere in
there possibly. .

Q. So that was after all of the R.E. Loans and
the other Ng group loans that we've been discussing?

A. 1 believe -- yes, I believe so.

Q. And that was after the Pacific Capital loan
or loans that we've been discussing?

A. Yes. To my recollection, that's correct.

Q. And with that time frame, does that give you
recollection as to how much was borrowed?

A. Ishould know that. I can't remember.

Q. That's fine.

A. 1 just can’t remember.

Q. Do you have any recollection as to what, if
anything, might have been pledged as security
specifically? :

A. 1Ithink some lots that my partners had as
initial founder lots, investor lots. I think they may
have pledged those. And in some conversation about
pledging, there was -- there was, I believe, a junior
mortgage given on actually I think all the property
that we own. They had a third or fourth position,
whatever position they were in at the time.

Q. So would it be accurate to say that

88P7813
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Independent Mortgage got a first on these founder lots
and additional security that may have been behind

other --
A IT--TI--
MR, LAYMAN: Obiject to form.
THE WITNESS: I believe that's correct. And

I can't remember exactly on the founder lots when
that -- if that came about when we initially did the
mortgage or came about later on when we had -- when we,
you know, couldn't repay the obligation. I can't
remember the timing on that.
BY MR. JOHN FINNEY:

Q. And what are the total sales to date on the
Idaho Club complex?

A, Probably 62 or $63 million.

Q. Did you have ACI Northwest perfarm any work
at the Trestle Creek property?

A. Again, not to my recollection.

Q. When asked about whether or not you paid any
additional funds to the Vilielli entities on the
purchase, you indicated no, but you Insinuated you had
paid money te other Viilelli entities for other
purposes. Did I understand that to be the case?

A. No. I think the question was to any of the
Villelli entities, something about the dealings, and I

Page 162

was trying to separate whatever, you know, has been
paid to North Idaho Resorts under the essential --
essentially purchase and sale contract versus VP, Inc.,
having to do with water and sewer. So there are monies
that have been paid to VP, Inc., under a separate
agreement from the -- from the purchase and sale
agreement.
Q. And so there are payments for water and/or
sewer to VP, Irc.?
A. Yes,
Q. Any payments for any other purposes to
Villelli or his entities?
A. Ican'trecall any.
MR. JOHN FINNEY: We're off the record. -
{Discussion off the record.)
MR. JOHN FINNEY: All right. I'm ready to go
back on the record.
BY MR. JOHN FINNEY:
Q. Do you recall any specific discussions with
Mr. villelli about the $5 million [oan?
A. No.
Q. Do you recalt any specific discussions with
Mr. Berry about the $5 million loan?
A. Can't recall specific discussions about them
or time and place. But I'm sure Jim and I would have
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talked about it.

Q. Do you recall whether or not you produced any
pro formas for that discussion that you -- or
discussions that you wouid have had with Mr. Berry?

A. Don't recall.

Q. Do you recall if you had any pro forma for
the discussion or discussions that may have occurred
with Mr. Villelli?

A. Again, I don't remember any discussions with
Mr. Villelli, so ...

Q. Do you recail, had Pend Oreille Bonner
Development, whether it's the LLC or the Inc., prepared
any preliminary plats or layouts for lots on
condominiums?

A. On Trestle Creek?

Q. On Trestle Creek, yes.

A. Yes. We prepared severa! different types of
plans on -- for Trestle Creek.

Q. And did those include condominiums and single
family lots being mixed together?

A. Yes. Condominiums on the -~ attached units
on the north parcel, single family lots on the south.

Q. And did you alsc have architectural
renditions of kind of what it would lock like from a
bird's-eye view, so to speak?

Page 164

A. We had an architectural rendering done when
we bought the property in 2006.
Q. And do you recall, did you ever provide any
of those to Mr. Villelli?
A. 1don't recall specifically. Probabiy did.
I mean, they were ...
MR. LAYMAN: Don't guess.
THE WITNESS: It's a guess -- don‘t guess. [
won't guess. I don't recall.
BY MR. JOHN FINNEY:
Q. Do you recall if you provfded any of those to
Mr. Berry?
A. Don't recail.
Q. Would you dispute that you may have provided
some to them if you indicated you did?
A. Tl just stick with my answer. I don't
recall whether I did or I didn't. So ...
MR. JOHN FINNEY: That's all I had. Thank
you.
MR. MILLER: It's back to my turn? I've got
no gquestions.
MR. LAYMAN: No gquestions.
MR. JOHN FINNEY: Do you have any follow-up?
MR. GARY FINNEY: (Nodding.)
MR. LAYMAN: Off the record.

317B/19/2013
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(Discussion off the record.)

THE COURT REPORTER: Read and sign?

MR. LAYMAN: Yes,

{Whereupon, the deposition was concluded at
2:55 p.m.)

(Signature requested.)
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CERTIFICATE OF WITNESS

I, CHARLES REEVES, being first duly sworn,
depose and say: .

That I am the witness named in the foregoing
deposition; that I have read said deposition and know
the contents thereof; that the guestions contained
therein were propounded to me; and that the answers
therein contained are true and correct except for any
changes that I may have listed on the Change Sheet

attached hereto.

DATED this day of ,
20 .
CHARLES REEVES
SUBSCRIBED AND SWORN to before me this
day of . 20

NAME OF NOTARY PUBLIC
NOTARY PUBLIC FOR

RESIDING AT
MY COMMISSION EXPIRES
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REPORTER'S CERTIFICATE

I, Patricia L. Pullo, Certified Shorthand
Reporter, do hereby certify:

That the foregoing proceedings were taken
hefore me at the time and place therein set forth, at
which time any witnesses were placed under oath;

That the testimony and all objections made
were recorded stenographically by me and were
thereafter transcriced by me or under my direction;

That the foregoing is a true and correct
racord of all testimony given, to the best of my
ability;

That I am not a relative or employee of any
attorney or of any of the parties, nor am I financially
interested in the action.

IN WITNESS WHEREQF, I have hereunto set my
hand and seal this 2nd day of September, 2013.

PATRICIA L. PULLO, C.5.R. #697
Notary Public
816 Sherman Avenue, Suite 7
Coeur d'Alene, ID §3814

My Commission Expires 11/13/2018.
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REPORTER'S CERTIFICATE

I, Patricia L. Pullo, Certified Shorthand

Reporter, do hereby certify:

That the foregoing proceedings were taken
before me at the time and place therein set forth, at
which time any witnesses were placed under oath;

That the testimony and all objections made
were recorded stencgraphically by me and wsre
thereafter transcribed by me or under my direction;

That the foregoing is a true and correct
record of all testimony given, to t;a best of my
ability:

That I am nct a relative or employee of any
attorney or of aﬂy of the parties, nor am I financially
interested in the action.

IN WITNESS WHEREOF, I have hereunto set my

2nd day of September, 2013.

Jnion X Fulla

PATRICIA L. PULLO, C.S.R. #697

Notary Public
816 Sherman Avenue, Suite 7

Coeur d'Alens, ID 838114

hand and seal thiy,

My Commission Expires 11/13/2018.
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MﬁcCapmlBank,NA '
¢/o Loan Services s 6~5- P
PO Box 60654 .
Santa Barbara, CA 931600654
756403
;.mnNo. i .
SUBORDINATION AGREEMENT

This Subordination (ehia 7 Is entered into as of July 31,{2008,
between LV, LLC, an Idaho Hability company ("C and Pacific Capital
N.A., a naticnal mmmmum@wm&wﬁ

with an address of c/o Loan Services, PO Box 60654, Saita Barbara, California 931

("FNB").

For valuable consideration, receipt whereof is hereby acknowledged, and in

of the loans, sdvances,

discounts, renewals or extensions now or liereafier made by FNB for
the account of PEND OREILLE BONNER DEVELOPMENT, LLC, a Nevada limited E

company ("Borrom"), Creditor agrees with FNB as follows:

1. mmwmmkmmmm
original promissory note. as amended. The original ; - :

amended () by anhummmmmmmzymmm g

F?#RyﬁulwwwfmmamAawmmvﬂermwxthhﬁhﬁwﬁEAQummm~Z
to Proniisory Note and Real Estote Mok

Modifications
executed on Febroary 7, 2005 by Vilelli end Creditor, (i) by m instrument (the

Mm&mmmwnm(umwm
PMMM}&!W&&M 2008 and executed by Creditde an

Eﬁuﬁggﬁm.AmﬁudinhsAmuﬁmymﬁﬁ&nﬁﬁkﬂﬁhf%ﬁﬁfdnﬂmmnﬁ»':4:

Note as amended by the First Aimendmént, the Second Anteddment and the Third Amendm

2 Creditor” Note is presently secured by an instrument (“Creditor's Depd
dated hune 16, 2006, executed by Holdings, Ing..
of the'Recorder of Bonner County, Idahio as Fastrion
No. 706470. Créditor’s Deed of Trust encumbers the property described on Exhibit A he:

Release Upon Payment, and

Trust”) entitied Real Estate
recarded on June 19, 2606 in the

addition to other property.

Holdings, Inc.; a8 Neyads ¢

J oo
ReeVes #1 -

é-11-13 PP

3194




s o s e 2

B

LY

R e — S .
. O = E o . 2

3 Creditor hereby subordinates the lien: of Creditor’s Deed of Trust, but only §s seid
lien encumbers and. pertains to the property descriti¥d on Exhihit A hereto, to the Hen pf the
WWM72WMWM5MUWN¢TM and
7mw(memmwvmm.m@emunﬁwmmu
made to Botrower which FNB amount of Five Million Dollars ($5,000,000), the p Lds of
which Borrower ltas msed to pdy off the existing indebtedness of Barrower and/or Halding ™
and7or to-pay for the improverient and Meucnmbuedbyw Decd

development-of
~of Trust, including the properfy described on Exhibit A snd/or interest, fiees, and charges

payable to FNB on account of the FNB Loan

4. In order to carry out the terms and the intent of this Agreement more effectively,
Creditor will do all acts and execute all further instruments pecessary or convenient to priserve
for FNB the benefit of this Subordination Agreement.

5 No waiver shall be deemed to be.made by FNB of any of its rights herdunde:
unless the same ‘shall be in writing and shall be a waiver only with respect to the specific intanc
involved; and it shall in no way impair FNB's rights; or the Creditor's obligations to it fu any
other respect or any other time. This Agreement incorpacates gll discussions and negotiations
bdwem&zdﬂormdFNBcomumngﬂ:emhmMaquytheCtedmrhueby nd no
:uchdxmormmwhmeaﬂxmuaﬁmtbemm md

no provision bereof may be altered, amended, waived, canceled or modified, exoeptbya iten
instrument executed by a duly authorized officer of FNB.

: 6. Without the prior written consent of Creditor, Borrower and FNB shi i not
mease&eamountofthehﬁ&%owedbyBomweerNBpuumtoﬂwFNB an or

etherwise medify, in any respect whatsoever, the terms of any such indebiedness., F may,

bowever, FNB, mﬂwtttmywedforC;e(ﬁmr‘sconsmt,mexmsmnsofthehmeof men
or performance to and make compromises, including rélegses of collateral or guamntied, and
seﬁbmemswxﬂnBonowerandaﬁoﬂwrpmonamcachmmtkoutﬂ:econsentof Creditor or
Borrower and without affecting the agreements of Creditor or Borrower contained i this
Agrecment. Nothing contained in this peragraph shall constitute a waiver of the right of
Borrowentselftoagreeoreonxenttoasctﬂemmmmmeofaclaunwhxch R may

" have against Borrower.
gﬂnmmmmmmummmﬂm greexyics ahali
bebym&elﬁﬁqdmﬂ.mmm&wudbm or

Mahmmhﬁhmw«asmmmﬁomﬁnebm
by-writtenmﬁoﬁomyoﬂ:erpmy..

8 Lfanyw-rﬁmh contained shell prove to bave been materially false fwhen
made or i the event of-a byBomwetorCredxtormﬁ:perﬁ:mmufw theu
respective obligations hereunder, FNB may, at its option, declare all obligations of Bosroer to
FNB to be forthwith duc and payable, wiﬂ:outpresenmnt,demand,pmmormtice af any
kind, notwithstanding any time or credit otherwise allowed.

s, ThsAgmnmmzmnmmu&waﬁn-ggmunuduwkuummmbawukam
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negotnaﬁons. agmmen’s and mdmmrﬁngs among the parties hereto wnth lespect :
subject matter.

10. mmwmmmwmn&emm«mm their
heirs, successors, assigns and legal representatives, and shail be govemed by and constried in
conformity with the taws of California. Except as expressly provided herein, nothing, exphesse
or implied, is intended to confer epon any parly, other than the parties hereto, any fights
remedies, obligations or labilities under or by reason of this agreement.

11,  This Agreement may be executed in counterparts, each of which shall be dgemny
an original, and said colicctive counterparts shall together constitute one agreement, binding
of the partis, notwithstanding that all of the partics aro not signatory to the same coumtefparts
For afl purposes, including, without limitation, recordation, filing, and delivery, duglicat
unexecuted and unacknowiedged pages of the counterparts may be discarded and the remginin;
pages may be assembled as one document.

IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the date
above written.

Pacific Capital Bank, N.A. V. 1dzho limited liability

By:~

By:
Y . Berry, Member
Neme: Niraj Maharaj .

e Mahars /Hidden Lakes Lid Partnership, Mespber

Titie: Senior Relationship Manager B
v é_ _..,‘
William A Berry

By: Sun Mountain, Inc.. Member
By: La
William A. Berry. President

Address for Notice
-Jim Bemry
P.O.Box B
Sendpoint, ID 83864

SIIENEXTP,AGEFORBOBMSSIGNATURE
Baorrower hereby acknowledges rotice effthe withiiy snd foregoing snbardnnnonmde
be bound by all the terms, provisions. ind, conditions thereef.
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. PENT)Y OREILLE BONNER
DEVELOPMENT, LLC, a Nevada fimitgd
Iability company
By PEND OREILLE BONNER
DEVELOPMENT HOLDING, INC., aNirvads
] corporation, its théneging member
]
5 Charics W. Reeves, President
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mym)mﬁe @Ms)mnm(ﬂmmmb&mﬂm
instrucpizs and acknowiedged (0 me that be/she/they executed the same in his/her/their
aunthorized capacity(ies), and that by his/her/their signature(s) on the instrument the
thie entity dpon bebalf of which the person(s) acted, executed the instrument.

WITNESS my hand and official seal.

o )
ofsausﬁceor_y ridencd) mhﬁcpm:)whnnm(s)ulmnﬂaibedbtkewm

s 3 ,_7-"""7, a
: speared /'
Mnm(ammmemuhhis

instrument and acknowicdized to me that he/shevthey execnted the same in his/herthoir
mw;wwww»m&w
. wmwoﬁmu )md.mmadxke
#nd official
s*‘“‘:»- 'fb X¢7 ‘(
SEe,
S5 T 2 C'om:mss:m Exp. ID/M‘/.‘!DM
2 i =1 5
Z o PN @S
I),”"n‘;’“ “\‘Q
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_following described tract:

"= Sotth T3° 15 16° West), & radfins of 768.50 fees, for an erc length of 17.75 fiset (chord #

PARCEL I: ';% M@W’;—y j

Beginning at a point where the Section line betwesn Sections 16 and 21, Townskip
wazmeeMmdmmmmmmuwm ide as it
, 752

now exists; ﬂtmce ina Noﬂhwcsterly direction along the Westerly side of saxd High

theSectzon line between Sections 16 and 21; thence East on said Section line betwes
Sections 16 and 21, 104.25 feet, more or less, to the place of beginning. )

Said parcel is now described as follows:

A tract of land situated in the Southwest quarter of the Southwest quarter of Sectifs
Township 57 North, Range | East of the Boise Meridian, Bonner County, Idaho, lying Sou
of&eﬁghtofwefmmghuyhlo 200 and Northesst of the right of way of M

Commencing

Southwest quarter of Section lGandtheNordmsm'lynghtofwayofmmana
Railway which is South 88° 10’ 56" East, 944.95 feet from the Southwest comer of Secth
thence leaving said South line and along sald right of way North 23° 38' 59" West, 672.00
thetmepoxntofbeglming.thenceconhmxmgalongsmdnghtofwayNorﬂ:ZS’SS’59" Wi
786.99 feet fo the intersection with the North line of the Southwest quarter of the Scuffiwes
quarter; thence leaving sald right of way and along sald North line South 88° 43' 23"
241.38 feet to the Westerly right of way of State Highway No. 200; thence leaving said
line and along said right of way the following four (4) cotrses: ‘

on a non-tengential curve tw the right having a contral angie of 01° l9'25"(udi& -
6% 0§ 41" Eaise, 17.75 feet); thience along a line offset 50,00 feet Westerly of and parafif

curve (cemierline §8 = 200 foet, & = 3.5, 8 = 7°) for a chord of South 10° 43* 61" East, -

spiral

193.87 fet); thence South 08° 25" 19" Bast, $6.06 fect; thence on a curve to the left hati

centiul angle of 13° 56' 48", a iadius of 1482.53 fecy, for an arc Jehgth of 360.87 feet (cic

South 15°°23' 43" East, 359.98 feet);
thence leaving said right of way South 44° 37 10" West, 106.45 feet (xwLﬂi

"Southwesterly 97 feet”) to the trué point of beginning.

]
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PARCEL 2: w M (E’,?%., )

‘I‘!mtpmtofﬂmm e Southwest quarter in Section 16, Towmsiic
North, Range 1 Bast of the lying Sonth and West of the Burlington Nofth
L&ﬁﬁmﬂ Township 57 North, R

Inc. Railvay right of way end
East of the Boise Meridian, save and emeptmgthcreﬁvm.

Section line 350fcet‘.ﬂmyeel§astto tlwoemlineofTresﬂeC;eek,thenceSouﬂmsterly
said centerline to the South line of Section 16; mcmeWestalongﬂzeSccnonlme’lzo fre:

or less, to the point of beginning.
Said parcel is now described as follows:
Awdlmdmmdm&zSowhmmofﬁeSGquﬂuof Sectién

& portion of that property described as Parcel 2 of Instriment No. 168846 and mose pastichiarty
described as follows:

ﬁcettoﬂwnmderlmeofhakePendOreille,asdeﬁnedbyﬂnongmAlGLOSmey,
leaving said North line and along said meander line the following two (2) courses:

MW@WM%!NMWM3T§S’WMMMQ point -

oz a {ine 35&@9&4Mctmdmutommhueofmsmm the
M\JM&W!GX

' thenise alamg snidpactiel fipe, Soith 88 10' 56" East, 281.27 foct to the West Hinopf
said Southwest quarter of the Southwest quarter; thence continuing South 88° 10° 56™ East,
159Mﬁawmemmmmmﬁrmcmmmﬂmmmﬁmof

Trestie Creek the foliowing eight (8) courses:

South 52° 54" 34" East, 63.58 feet; thence South 44° 37' 26" East, 117.83 feet;
South 42° 08' 45" East, 77.28 feet; thence South 80° 05° 07" East, 145.49 feet; thence 55°
15' 32" East, 86.34 feet thence South 46° 56' 31" East, 113.98 feet; thence South 75° 4§’ 10¢
East, 58.83 feet; thence South 37° 48’ 28" East, 27.37 feet to the intersection with the line

7
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of the Souﬂtwestquarﬁcrofthe‘Smﬁvestqumer
" thence leaving said creek centerline and -along said South liic South 88° 1¢' 56" East,

116.80 feet tp the true point of beginning. .
PARCEL 3: (A’f‘%) m M

A portion of the Northeast quarter of the Northwest quarter and Government Lin
Section 21, Township 57 North, Range 1 BEast, Bolse Meridian, Bonner County, Idaho,

as follows:

Beginning at a point where the South line of the Northeast quarter of the Norfwes
quarter of Section 21, Township 57 North, Range 1 East, Boise Meridian, Bonner County, {dak
intersects the West line of the Northern Pacific Raiiroad Compeny right-of-way; thence §
Northerly along said railroad right-of-way; thence West fo the meander line of the lake; theac
600 feet Southerly to the the South line of Lot 1 of said Section 21; thence East to the Pg

Said parcel is now described as follows:

A tract of land situated in the Northeast quarter of the Norshwest quarter and Gov
Lot 1 of Section 21, Townsbip 57 North, Range 1 East of the Boisc Meridian, Bonner
Idaho, more particularly described as follows:

Northwest quarter; thence leaving said South line and slong said right of way the followix
(2) courses:

on a non-tengential curve to the left having & central angle of 107 44° 25" (radial bgssin
= South 65° 01' 49" West) a radius of 2664.79 feet, for an arc length of 499.53 feet (cliord
North 30° 20" 24" West, 498,80 feet); thence North 25° 10' 12" West, 100.47 feet;

thence leaving said right of way aid parallel to the South line of Government Lot 1,
Norih 88° 55" 48" wwwmmwmammmsmwmm
MGLOW Mﬁdmmdukn:thefoﬂowingtwu@) courses:

South 14° 25' 48" East, 271.54 feet: thénce South 46° 40' 48" East, 378,00 fect fo the
intersection with the South line of Government Lot 1;

themeakmgsaidSouihlmpSoml188°5$'48“5ast,74852fe=tbﬁxeswhe£m

of Government Lot 1; thence along the South line of the Northeast quarter of the
quarter, South 88° 55' 48" East, 139,54 feet to the true point of beginning.
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STATE OF IDAHO
County of Bonner

correc; copy of the
my office by instrument
Witness my hand and sy
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SUBORDINATION (}V) kP8 10527 (8-1-08) m
' Reeves '

, ' Fxrst 'fiv
WHEN RECORDED MAIL TO 88 ,,..b,,
Do Eatepats Circle, 204
ircle, oor -
Lafuyette CA 94549 . BONNER m%w 1
48 _ perui?'¥
756402
_Loan #P0106 ) —
) ) : SPACE ABOVE THIS LINE FOR RECORDER'S USE
SUBORDINATION AGREEMENT

NOTICE: THIS SUBORDINATION = AGREEMENT
RESULTS IN YOUR SECURITY INTEREST IN THE
PROPERTY BECOMING SUBJECT TO AND OF LOWER
PRIORITY THAN THE LIEN OF samo'rmom

LATER SECURITY INSTRUMENT
THIS SUBORDINATION AGREEMENT is dated for identification purposes as of August |,
2008, aud is made by JV L.L.C aka I.V. LLC, an Idho limifed iability y (hercinafter the

“Undersigned™), in favor of PENSCO TRUST CO., custodian fha NG (“Pensco™) and
Mogrmsm'osm.mmmrmmymymvommm
beitig collective “Leanders™), with reference to the following:

RECITALS

WHEREAS, Pend Oreille Bonner Developmeat, LLC, & Nevada limited lability company
(“Borrower™), has applied o Pésco to make a new loan in the priggipal sum of $2,700,000 secured by 2
mmnmmqmwmwumdemmA

hereto (“Property™).

WHEREAS, Borrower has also spplied to MFOS to make a new-josn in the principel aim of
mmmmwammwmwmmmmﬁm The
Pmowmmemmmwmwmdwhmumﬁmm

WHEREAS, the Undersigned is the cunrent mortgagee of that cectain mortgage that recorded on
October 24, 1993, §s Instrioment Ro. 474746, in the office of the County Recorder of Bomer County,
Idaho, which mortgage encumbers il or s portion of the Property. .

WﬂtREAs,&eUndumgmdwahoﬂlommmwﬁMmm that
regorded en June 19, 2006, as Instrument No. 706470, in the office ofthe Eounty Recorder of Bonner
County, Idaho, which mostgage also encumbers all or s portion of thie Property. 4

Page 1 of 15
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Lepders will oot malos-their Bartower unless the Undersigned

sonaly (g
uriconditionally subordinates whatever interest the may have in all of the Property, except
Parcels 22, 23, muumm&hﬁakﬁcmmmehmmeamwmu

recorded tn’favor of Lenders.

WHEREAS, the Undersigned will benefit, dxrect!y or indirectly, if Lenders makes their loans to
Borrower.

SUBOBDINATION

NOW, THEREFORE, in consideration of the benefits that will result from Lenders makmg
their loans to Barrower, the Undersigned unconditionally sgrees as follows:

1. Whatever interest that the Undersigned has or may bave in the all of the Property, except

for Parcels 22, 23, and 24 as described on Exhibit A heretp, incliding the lien of any existing mortgage,

shall be unconditionally and irrevocebly subardinate and junior in priority in all respects to the liens of
the Morigages to be recontded in favor of Lenders, and any other secured interests such as UCC-1s or $
thﬁxmfmmgsmmmmdum mhﬂngmmhmmmm .
ereof . :

2. This subordination agreement shall be binding upon and inure to the benefit of the parties
hereto, inciuding their heirs, administrators, estates, assigns, and successors in inferest.

3.  Lenders agree that without the Undersigned’s prior written consent, Lenders will aot
increase the principal balance of their notes secured by the Mortgages, nor will Lenders increase the mate
of interest, or the defaulkk rate of interest, cailed for in the documents evidencing their loans; provided,
however, Lénders may add to the principal balance of thé notes secured by the Mortgages (i) any
interest or default interest, late charges, or other sums due or to become due under their loans; and (ji)
any advances madebyetthert.endermcuredeﬁultsofBomwsortoothemdsepresewemvalue of

the collateral securing their loasis.
w«motnghsmdebﬁpﬁmamm snd the Undersigned. The Undersigned

WWMMWMMhWbmmem
mwammamquhmm

agreemeént.
5.  The Undersigned expressly acknowledges and agrecs that Leaders shall bave absolutely

mobhgﬁmadnwwmwmumwﬁmdhgm&dbwmm&m
mmMmmmmMGMwmdmpﬁmdum

6. The Undersigned further expressly acknowledges and agrees that Lenders shall have
absolutely no duty of any kind or nature to protect the-interests of the Undersigned.

7. .The Undersigned further expressly ackmowledges and agrecs that this Agreeraent may be

SUBORDINATION (JV) #P0L068T (3-1-08} ) Page 20f15
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siseuted in counterparts, each of witich shall Y& deemed an origingl, and said collective countterparts
shall together constitute one agreement, hidifigr alf of {he pattics, notwithstanding that afl of the parties -
#rs notsigaatory to the same counterparts. For all pustioses, incinding, without limftation, vecordation,
filing, dud delivery, duplicats unexecuted and unacknowledged pages of the counterparts may be
discarded and the remaining pages may be assembled as one document.

NOTICE: THIS SUBORDINATION AGREEMENT CONTAINS A
PROVISION WHICH ALLOWS THE PERSON OBLIGATED
ON YOUR REAL PROPERTY SECORITY TO OBTAIN A LOAN
A PORTION OF WHICH MAY BE EXPENDED FOR OTHER
PURPOSES THAN IMPROVEMENT OF THE LAND.

JV LL.C aka 1.V. LLC, en Idaho Limited lisbility

By: Sun Mountain, Inc., a managing member

By:
Willisnt A. Berry, President

SUBORDINATION (V) #P0106&7 (8-1-06) Page 3of 15
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2008, persanally appeared James W. Bérry, to me personiafly

BEFORE ME this day of
i and who executed the above instrument and acknowledged

known fo be the person who is
wm-amdmmmﬁummofmmmmmym

above, and he is an officer of the corporation that is a thember of the limited liability company

above, and that be is authorized as such to execute the foregoing on behalf of said companies and that he
executed the same of bis own free will to bind said company.

Wu:A.Bcrry to me

wwmmnunpmﬁhmwmauambaoﬂmmdw

mmmmhmmoﬁmdmmﬁahnmwﬁzmﬁ&&tmy
compiny tameisbove, snd that he is autharized as such to execute thefuregoing on behalf o aid .

mmmu executed the same of his own free will: to bind s2id Compeny.

SUBORDINATION (JV) #P0106RT (8-1-08) Paged of 1
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BHIBIT A

PARCEL 1:

A tract of tand located in Sectiof 36, Township 58 Noith, Raiige 1 West AND Section 31, Township 58 North,
Range 1 East of the Boise Meridian, Bonner County, Idahd, more particularly described as follows:

That portion of sald Sectiofis 36 and 31 lying East of Patk River Rpad, a cotinty road, West of the Pack River,
North-of State Highway No. 200, and South 6f the South fine-of Govemnment Lot 1 of sald Section 31 and South of

the Soiith fine of the Northeast quarter of the Northeast Guarter of said Section 36;
LESS that land included in the Plat of Hidden Lakes Subdivision as recarded in Book 4 of Plats, page 54, records of
Bonner County, Idaho.

ALSQ LESS a parcel of jand in Section 36, Township 58 Narth, Range 1 West of the Boise Merldian, Bonner
County, Idaho more particularly described as foltows:

Commericing at the Southeast corner of sald Section 36; Thence North 52° 11" 33" West 353.40 feet (record per
Instrument No. 457373 Noith 54° 29° 10" West, 1010.58 feet) to a point on the Northerly right of way of State
Higfway No. 200 and the true poirit-of-beginning; Thence Korth 01° 1925 West, 244.70 feet (record per
Instrument No. 457973 = North 01° 07" 07" East, 244.28 feet); Thence South 88° 04'06" West, 348.50 feet
{record per instrument No. 457973 Scutli §7° 52' G3"West, 348.49 feat); Thence South 01° 19 12” West, 250.00
feet (record per Instrument No. 457973 = South 01° 07 07" West, 250.00 feet) to the Nartherdy right of way of
State Highway Mo. 200; Thence along said right of way North 80° 34' 19" East 66.04 feet (record per Instrument
No. 457973 = North 79° 46’ 41" East..66.62 feet); Thence onra curve o the right having 2 ceniral angie of 05°
47° 35" and @ radius of 2803.37 fest, for an arc distance of 263.45 feet (record per Instrument No. 457973 = a
central angie. of 05° 47° 02" and an arc length of 282,99 feet) to the true point of beginning. :

ALSQ-LESS a tract of land in the Southeast Quarter of the Southeast quarter (SE1/4 SE1/4) of Section 36,
:‘dommp 56 North, Range 1 West of the Boise Meridian, Bonner County, Idaho, more particularly described as
Commerxing at 2 point on the East.line of sald Section 36, which is N 00° 08' 06" E, 563.94 feet from the
Southeast corner of the Section; thence, perpendicular to the East line of the Section, N 89° 51' 54" W, 1103.43
feet to the Southwest comer of Instrument Number 457973 cn the Northerly right of way of Highway 200 and the
True Point of Beginning; thence; slong the Western boundary of Instrument No. 457973, N 01¢ 25’ 02" E, 99.41
feet, % 2 5/8 inch.rebar and plastic cap starmped PLS 3628; thence § 32° 20’ 51" W, 132.00 feet, to 3 5/8 inch
reber and plastic cap stamiped PLS 3626 on the Northerly.right of way of Highway 200; thencs, along said right of
way, N79° 5#' 117 £, 63.24 feet, 0 the Tius Point of

AND ALSO LESS @ tract of land in tfig Sputhedst Quarter of the Southeest quarter (SE1/4 SE1/4) of Section 36,
fzomupsam Range ! West of tife Boise Meridian, Banner County, Idakho, more particularly described 2s

Commencing at 2 poit an the East fine of said Section 36, which is N 00° 08" 067 €, 582.57 foet from the
to the East tine of the Section, N, 89° 5F' 54° W, 754,53

T Southesst sorner of the Section; thencas, perpendicufsr
. et i thel Scuthisast comer of Instrument Number 437973 dn the Mortherly right-Gf waly o Fighweay 200-30d the
Foogl i Insbrirmeit® Numbér

Bisginping; thence, slong the Eastern boundary of that :
457973, N 01° 19" 29" E, 244.70 feet, to-the Northeast comer of that propery described In Instrument Number

'457973; therice, along the Nortfiem boundasy of Instrument Number 457973, S §8° (4" 087 W, 77.25 feet, 0 2

5{8,!!5!!MMMQBWMMMNEWITE"E,%.«M to 2 5/8 inch rebar and
plastic cap stamped PLS 3628; thence N 88° 04 08" E, 41.01 feet, o 2 5/8 inch rebar and plastic. cap stamped
mm;mgx;u‘zr W, zng;mt,mﬂsgﬂsym:unbarmpwszmwnsmfmm
Northedy Highway No. thence, Highway right of way on 2 nan-tangeitisl cnrve to
mmwm-swwww}_m;mm&ww 13" and & radius of 2003.37 feet, for
an arc distance of 40.95 feet (radial = § 01° 38’ 12" W, chord = N 87° 56' 41" W, 40.95 feet), to the True Point

of Baginning.
LESS a tract of land In Government: Lt 2 of Section-31; Townshif 58 North, Range 1 East of the Boise Meridian,
Bonner County. Idaho, more particularly described.as Tollows:

SUBORDINATION (V) #PO18647 (8-1-08} PageSof 15
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Beginning at the ditbersection of the Narth (ine of said Govemiment |,
right, of way of an old Caurtty Road, said polt belig:South ,,
m««mmmz(mmmmm g Said fence fine as nobed"of record per Insirument
mammammwmmmzmh‘- 2" East)
and » radius of 650.32 feet, for an arc distance of 218.96-feet (chord South 37° 25' 05" East, 217.95 fest); Thence
continuing said fence lne, South 47° 03" 53" East, 43.24-feet; Thence North 89° 06' 38" West, 12,33 feet;
‘Hhence dlong the fence fine, South 59° 55°24" East, 65.99 feet to an iron pipe as desarbed in
nwmnms;mmmmm Sauth 70° 07* 45" East, 262.49 feet to an iron pipe as
mmm«hmmmwwwwmwmmwwww
67.00 feet; Thence Nosth 40° 08 56" Enst, 168.45 feet to the right baink of Pack River (record = 200,00 feet ©
the thread of Pack River); Thence North 40° 08' 56™ East: to the intersection with the thread of Pack River;

along the thread ine of Pack River to tis intersection with the North ine of

Thence Nostherly and upstream
mmzdwmnmmwwwmmmmmmnmmw
i

LESS & tract of land in Government Lots 1 and 2 of Section 31, Township 58 Morth, Range 1 East and the
Southeast quarter of the Northesst quarter of Section 36, Township 58 North, Range 1 West of the Boise
Meridian, Bonner County, Idaho and more pasticularly described as follows:

Ha:v’sndtmtntsmdﬁmmmbmepubﬂcforﬁghtofwayassmmarwmedln
Instrument No. 699051, records of 8cnner County, Idaho.

PARCEL 2:
A tract of land {ocated in Section 36, Township. 58 North, Range 1 West AND Section 2, Township 57 North,
Range 1 West of the Boise Berniner County, kiaho, more fully described as follows:

Mestdian,
Beginning at a point that is Nortff 80° 05 57" East, & distanice of 386.02 feet from the South quarter comer of

said Section 36, said paint afso being st the intersection of the South of way of State Highway
mmwmmwefmduoumymm S‘l#ﬂ"&l:abmsdd&stﬂyltof
way of the oid country ropd, a distance of 171.80 feet; thence continuing South 14° 35 50" Bast slong sald East
right of way, & distance of 254.70 feet tb an intarsection with the North right of way of Old Highway No. 200 (FAP
No. 95F); thence North 72° 38" 24" ast along said North right of way, a distance of 372.40 feal; thence
continuing along sald North dght of way, Nosth 72° 58' 33" East, 3 distance of 336.00 feet to an inteysaction with
the West high bank of Dry. Creek; thence Nottheastarly aiong said West high bank, 3 distsince of 578 feat, more
or less, to an Intersaction with the South right of way of said State Highway No. 200; thenoe Westerly aiong said
South right of way the folfowing six {5] cowses:
I)Nm:mb&mmamo‘I‘MM‘eﬂ,adiﬂznaeofﬁ.«feat(medwrdofwhichbea!s
South 88° 02 31" West, & distance of 48.43 feet);

2) North 79° 07° 52* West, 100.50 feet;
nmmammﬁemmmdmfeet.adlstanceaf!ﬂ.‘iﬂeet(ﬂwedmdofwhlm bears

Sauth 82°.54° 00" West, a distanca of 247.24 feel) 0 8 PS.C;
4) Along & spiradl curve (S=2° 12.3%. adstameofzc’lsefeet(medmdofwhidu ‘bears Southy 78" 27 12" West,
adﬂunofmafut}ba&s.,

5 Southt 69° 43" 21° West, 328.60 fest;
6) South 61° 11* 30" West, 119.79 feet to the point of beginring.

mmmmmdmmwmdwaymmmmmm
696025 and recorded on January 11, 2006,

Quitctaim Deed, exeated by the Stabe of Idaho, as- Instrument No.
lying within the bounds of the above described property. &nbsp;

PARCEL 3:
A&adafhﬂhmmttholsmSLTm%m Range 1 East of the Baise Meridian,
Bomeroxmtv,khm,belng that propesty described in Instrument Ne. 495753 and more particufarly described

as follows:
Beginning at a polnt on the West line of sald Government Lot 2 (West line of Section 31) which Is South 00° 07*

SUBORDINATION {JV) #P010657 (3-1-08) Page 6 of 15
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1° West, 200.00 fep from the Northwest comer of sz,mwuﬁmummcf
mmxzmwwww econd = 30Ut '89% 06" 55" Eext) 562.51 feet (record 552.58 feet);
Théice dn 3 curve to the right having a centraf

Thenice North 47° 03' 53" West, 43.24 feet L fgetyy

angle of $9° 17°35" (racord = 19° 17° 39"} and & fadiiis of 650.32 Teet, for an prc distanci-of 218:98 fest (chord
= Horth-37° 25" 03* West 271.95 feat) to the iirth lirie of Gévemnment Lot 2; Thence siong said North ling North
§9° 08’ 38™ &nbsp;West (recorid = North 89 06'S5™est)-68.07 feet; Thencs South 27° 14' 49° East 26.15 fest;
mmmammmmmamwdwgwmam«mmummm
of 121,70 Rt (chord South 329 09' 19" East, 121,55 feet); Thence

South 89° 24° 50" West 452,82 feet} to the point of begirining.
EXCEPTING from Parcels 1, 2 and 3, the following two tracts:

MVWWWWdMTEWMWWWWMMONQ
according b the plat thereof, recarded in Book 6 of Piats, Page 108, records of Bonner County, Ideho.

AND any portion encompraseed, by tHe Plat of GOLDEN TEE ESTATES F_IBS‘FADDmON,(PHASE TWO) according to
‘the plat thereof, recorded in Book 5 of Plats, Page 114, records of Boririer County, Idaho.

EXCEPTING from Parcels 1, 2 and 3 above any portion lying within the bounds of the following plats:

RERATOFGO&EUTEBIH'EA)@MTEEMLSYWMDUWMND,
according to the plat thereof, recordéd in Book 8 of Plats, page 77, recdrds of Bonner County, Idsho.

REPLAT OF BLOCKS 15 AND 16 OF THE REPLAT OF GOLDEN TEE ESTATES & GOLDEN TEE ESTATES 1ST
ADDITION AND UNPLATTED LAND, mwmmw recorded in Book 9 of Plats, page 5, records of
Bonner-County, Idafio.

REPLAT OF LOTS 5 & 6, BLOCK 22 AND LOT 26, 8LOCK 20, REMTOF‘GO\D&TEESF&TE&MTEE
ESTATES 1ST ADDITION AND UNPLATTED LAND, accarding to thie piat thereof, recorded in Book 9 of Plats, page

6, records of Boriner County, Ideho.

PARCEL 4:

Block 5A; &nbsp;Lot 1A, Block 11; &nbsp;Lots 14, 2A and 3A,, Block 12; Lot 1, Block 14A; Lot 1, Block 17; Block

18, &nbep;lots 1, z,:,e,u,xz,za,ﬂmdm,mmza-md.m of REPLAT OF GOLDEN TEE
AND GOLDEN TEE ESTATES 35T ADDITION AND UNPLATTED LAND, acoording to the plat thereof,

ESTATES AND
recorded in Book 8 of Plats, page 77, récords of Bonner County, Idaho.

PARCEL 5:
Lots 1A and 24, Block 15 and Biock 16A of A REPIATG’WISME!QOFTPEWTOFGOLDENTEE

' ESTATES & GOLDEN TEE ESTATES 15T ADDITION AND UNPLATTED LAND, dctording to tha plat theredf,
" reoided Iy Book 9 of Plats, page 5, records of Bonner County, Idaho.

PARCELS:
Lot 204, Biock.20.and mwms&&mnwmmmzﬂ,
IQF Tﬁéﬁe :ﬁ m?mm Kiaho, ®

the piat thereof, ;mdedﬁrBledel&f,m

PARCEL 7:
Lot Z, Block 3 it GOLDEN TEE ESTATES PLANNED UNIT DEVELOPMENT (PHASE ONE). according fo the piat
thersaf, cecorded In Book 6 of Plats, page 108, records of Bonner County, Idaho

PARCEL 8:

Lot 1, Block 1 of the FIRST ADDITION TO HIDDEN LAKES, according to the plat therecf, recorded In Book 4 of
Plats, page 161, records.of Borwner County, 1daho.

SUBORDINATION (V) #PO106&T {8-1-08) Page 7 of 15
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PARCEL 9:
Lots 2, 3, 4and 5, Block 2 of the SECOND ADOETON 29 HIDDEN LAKES SUBDIVISION, according to the plat
remrdad in Bock 5 af Plats, page 58, records of Bahnes County, Idaho,

PARCEL 10:

A tract of iand in the East haif of the Northeast quarter of the Southwest quarter and the Northwest quister of
the Southeast quarter of Section 36, Township 58 North, Range I West of the Boise Meridian, Boaner County,
Idaho, more particularly described as foliows:

Beginning at the Southeast comer of the East half of the Northeast quarter of the Soutirwast quarter of said
Section 36; Thence along the South fine of the East half of the Northeast quarter of the Scuthwest quarter, North
89° 36" 27" West, 661.51 feet (fecond = North 83° 37' 10" West, 661.57 feet to the Southwest comer of the East
half of tfie Northeast quarter of the Southwest quarter; Thence aslong the West fine of the East haif of the
Nertheast quarter of the Southwest quarter, North 00° 10° 227 East 856.45 feat (record = North 00° 09 25" East,
856,45 foet); Thence North 83° 10° 53" East, 30.21 feet (record = East, 29.58 feet) to the Westerly right of way
of Berry Drive (shown as Olympic Brive on the Second Addition Plat % Hidden Lakes); Thence Southeasterly

along said right of way the following six (5) courses:

1. mammmammmnu(mm=marwwmmammaww
os"uamduwmmnmm«easm(mm-uﬂfea) (chord = Sauth 20° 42' 50"

East, 82.56 feet - record = South 20° 37 27" East, 8308 feet);

2. Thence South 39° 04° 53" East, 419.67 feet {racord = South 39° 06' 45® East, 419.68 feet;

3. Thence on a curve to the left aving 3 central angie of 11° 42' 45" and a radius of 530.00 feet for an arc
distance of 108.34 feet (chord = South 44° 56' 16" East, 108.15 feet - record = South 44° 58' (8" East, 108.16
feet);

9. ThenceSnuth50’47‘39"East,&QSBfeet(rewﬁ=Souﬂ150°49"3=1"East,6968feét).

5. Mmambmmmammghcfza'a’ﬂ“wlmofmoofuet.hmm
dishmec?ﬁhﬂfeet(dmd-%%‘ﬁ'ﬁ”f&tmjlha record = South 38° 58° 05" East 398.61
feet);”

6. &dnp;?hmceSauth27"04’48"East,31.$&etbhe$ouﬂtﬂneofﬂ1eﬂoﬂhwestqmrterofdae$wﬂ1east
quarter (md:South 27° 05" 40" East, 30.77 feet);
Thence»leavmgsaidrightofwayNorm&B'BS'M"West,5037ﬁeet(mord Norﬂl89°37‘09"Wst,5955
faet) to the point of beginning.

PARCEL 11: )

A tract ofland hmdlnapomonofmeSouﬂmestquarterofmeSou&eastqumdSecﬁonu. Township 58
North, Range-1 West, Boise Méfidian, Bonner Courty, 1@ho,morepardwhrlydescﬂbadasfel
mazmmmdmwmmmdmmmmmwdmm

South 89° 36' 03" East 60,37 feat (reccrd = South 85 37 09" East, 59.55 fect] to the Westerly right of way of
Beernve(shqmasOlymplcDmemmeﬂhtofmemmmmmxmwugﬁdnght

of way for the following four (4} courses;
1. Seuth 27° D4' 48" East, 299.95 feet (record = South 279 06' 40" east, 300.83 feet);
2. North 62° 55' 12" East, 60.00 feet (record = North 62° 53’ 20" East, 60.00 feet);

SUSORDINATION (JV) #POI0S&7 (8-1-08) Page8 of 15
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3. North 27° 04' 48" West, 125,34 feet (record = Narth 279.06' 40" West, 125.34 feet);

4. Thenca on a asrve to the right kaving a central gwaww;mdzsmﬁrmm
distprce of 34.48 feet (chort = mwzsss'ast;su:u - record = North 12° 24' 03° East, 31.81 feet)
0 a point on the Southerly right of way of Fairway Viaw Drive, 3s shown on the Piat of First Addition to Hidden

l

Thence along said right of way for the following elght (8) courses:
1. North 51° 56' 39" East, 74.67 feet (record = North 51° 54' 47" East, 74.67 feet);

2. Thence on a curve to the right having a central angle of 95° 26’ 33" and a radius of 70.00 feet, for an arc
distance of 121.45 feet (chord = South 78° 20 05" East, 106.61 feet - record = South 76° 21' 57" East, 106.81

feet);
3. Thence South 28° 36' 48° East, 154.03 feet (record = South 28° 38° 40" East, 154.03 feet);

4, Thence on a curve to the right having a cantral angle of 55° 41' 27" and a radius of 90.08 feet for an arc
distance of 87.48 fest (chord = South 00° 46' 05° East, 84.08 feet - recard = South 00° 47° 56" East, 84.08 feet);

. Thence South 27° 04' 39" Wdst, 170.14 feet;

6. Thence on a curve to the right heving a-central angle of 71° 37° 11" and a radius of 50.0 feet, for an arc
distance of 75.00 foet (chord = South 08° 43' 57° East, 70.21 feet): .

7. Thence South 44° 32 32° East, 50.94 feet;

&mmamwmmmamuWofﬁ‘WWMa mdusofzs.wﬁaet,branarc
distance of 30.18 fest (chord = Seith 09° 57 24" East, 28.38 feet - rectrd = South 11° 2 51" East, 30.18 feet)

0 a point on the West right of way of Lower Pack River Road;
Thence Southerly along said right of way for the foliowing four (4) courses:

1. on & non-tangential curve to the rght having a central angle-of 04° 15’ 19" and a radius of 1180.00 feet for an
arc distance of 87.69 leet (chord = South 22° 30° 38" West, 87.67 feet);

2. Thenge South 20° 22° 44" West, 114,57 feet;

3. Thence on 3 airve to the left having a central angle of 22° 29, So"andaradiusofsuz.SSfeet,faranarc
distance.of 197.36 feet (chord = Southy 09° 07 49° West, 196.10 feet); -

4, Thence South 02° 07 06" East, 157.81 feet to the Northerly right of way of State Highway No. 200;

mmmmmm«m.wwwwmnuu(m = South 78° 15' 06® West,
of way, South 63° 4¢° 57° West, 262.22 feet (ecord =

71.11 Teet); Thance continuing-along this Highway right
South G5° 47 16" West, 251 85 feel) §5 the Wisst ine of the Southwest quarter of the Southeast quarter” of said
Section 36; Thenge #iomj the West ine of the Seuthwest quarter of the Southeast quarter, Narth 00° 08° 197
East, 1223.36 feet (record = Mﬁﬂ'ﬂ?’w‘&sﬁ 1223.17 feet) to the paint of beginning.

PARCEL 12:
mmamwwoﬁumqummmss,r 58 North, Range 1 West
of the Baise Meridian, Bonrier Couaty, Idaho, lying West of the Lower Pack River '

EXCEPT the Flrst Addition to Hidden Lakes Subdivision, accoriditg to the plat thereof, recorded in Book 4 of Plats,

Page 9 of 15
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page 161, records.of Bonner County, Idaio.

PARCEL 13:

All thiit portion of the Southsast Quarber i Section 36, Towinshiph 58 North, Range 1 West, Boise Merklian, Bonner
County, ldsho, lying South of Stite Wighway 200; and ait that portion of Government Lot 4 in Section 31,
TMQM,W!E&:MWWM 1daho, lying South of State Highway 200.

LESS the folfowing described property:
AtractoflandinmeSwtheastquamrofSecﬂcnas,TownsmpssNorm, Range 1 West of the Bolse Meridian,

Bonner County, Idaho; being that property described in Instrumént No: 92981, necords of Bonner
County, Idaho and-mire particularly describad as follows:

Wammmammsammmmm«mamww
06" £ast, 460.00 feet; THence perpendicuiar to the East iine of*the Section, North 89° 51° 54" West, 568.00 feet
to the true pofnt of beginning; Thence South 47° 08' 06" West, 250.00 feet; Thence South 42° 51' 54" East,

348.50 feet; Thence Naorth 47° 48' 06" East, 250.00 feet; Thence North 42° 51° 54" West, 348.50 feet to the true

point of beginning.

AND

All that portion of Government Lofs 2, 3, 4, 5, 6, 7, 8 and 9; the Southwe'st quarter of the Nostheast quarter; and
the South half of the Northwest quarter of Saction 2, Township 57 North, Range 1 West of the Bolse Meridian,
Bonner County, Idaho, lying-South of State Highway No. 200 and lylihg North and East of the Northern Pacific
Railroad (now Montana Rall Link) right of way.

LESS that portion of Section 2, Téwnship 57-North, Rasnge 1 Weast of the Boise Meridian, Bormer County, Idaho,
being that property described in Instrument No. 592059 and more particuiarfy described as follows:

Beglnnlngata right of way monument on the South right of way of State Highway No. 200, from which the
Northwest corner of said Section Z bears North 25° 54' 43" West, 798,00 feet {récord = Narth 267 28° 08 West,
798.11 mmmummdmwuw North 68° 35' 39” East, 266.10 feet; Thence
ccnﬂrung c?lt way, on a curve (o the left (radlal bearing = North 14° 03 28" West)
S5" and & radius of 5799.58 fest for an arc distance of 15.03 Teet (chord =

mmafm'
u’wmmu-wmmmwwmmwmmmwm - record
qmammm of way South 00° 04' 10" West, 725.53 feet; Thence North 89° 14° 40
West,330.00feet;Thenoequﬂ100'03’26"West60720het,toﬂuSouhuivﬂgMofwavofShteHUmay
No. 200; Thence along said right of way North 79° 11’ 557 East, 70.38 feet to tha true point of beginning.

mamﬁwmumamsmmxmmmzmﬂum,
W‘Vﬁ““‘ﬁwm Poner County, mmamwmmwh _
and more particultirly descrided as follows:

at a pdint that & North 80° 05’ 57° East 386.02 feet from the South quarter of said Section 35, said
point also being at the: iitensection of the South rdght of way of State-Highway No. 200 and the East right of way
of the Oid Coanty Road;. Thance Sauth 05” 14' 00" East along the East right of way of the Oid County Road,
171.80 foet; Thenge cpatinuing South. 14* 35" 50" East slong said East right of way, 254.70 feét to the
memmdmafoummmm.mmm 72° 38 24" East along
sakd North cight’ of way, 372.40 fegt; Thence continuiig along said Nasth right of way, North 72¢ 58° 33° East,
336.00 feet & the inbérsection with the West high bank of Dry Oreek; Thence Northeasterly aiong sald West high
bank, a distance of 578 feet; mummmmmummdwawwm

200; Thence Westerly -along sdld South right of way the following six (6) courses:
1. around a curve to the left with a radius of 2643.37 fest, a distance of 48.44 feet {chord South 88° 02'31"
West, 48.43 feet);

Page 10 of 15

SUBORDINATION (3V) ¥#P0106%7 (8-1-08)

R et

3212




L pep—
.
.

P e mst e e e 2T
-

2. North 76° 07' 52" West, 100.50 feet;

3. argund.a-curve to the laft with a radius of 2668,37 feet for 2 distance of 247.30 feet (chord = South 82° 54'

00" West, 247.24 feet);

4. along a spiral civa (South = 02° 12' 18"), 8 distance of 207.68 feet (chord = South 70° 27" 12" West, 207.67
;

5. South 65° 43' 21" West, 325.60 feet;

6. South 61° 11'30° West, 119.79 feet to the point of beginning.

TOGETHER WITH sny partion of the old highway right of way abandonmert described In that certain Quitcfaim
Deed, exscuted by the State of [daho, as instrument No. 696025 and recorded on Jamuary 11; 2006, and lying

within the bounds of the above described property.

AND
Govermument Lots 5, 9, 10 and 1{; the Scutheast quarter of the Northwest quarier; the Exst half of the Southwest
quarter; and Government Lot 5, annma,rmymwtmammmm
County, Idaho.

LESS that property desaibed in Instrument No. 22533, records of Bonner County, idaha, and described as

Beginning &t the Narth quarter comer-of said Section 6, Township 57 North, Range 1 East of tha Bofse Meridian,
Bonier, County, Idaho; Thence Soutli 1665.70 feet to Pack River and the True Paint of Beginning; Thenca South
66° 47" Wast, 203 feet; Thence South 69° 54° West 165.3 fiest; Thence South 79* 56' West, 242.5 feet; Thence
Sauth 012 11° East, 146 feet; Thenos South 25° 18' East, 118.20 feet; Thance South 54° 29 East, 137.2 feet;
Thence South 68° 10 East, 267.1 feet; ,

Thence Morth 535.6 fest to 8 point 1669.7 feet South of the North quarter corner of Section 6.

LESS a tract of land in Government Lot § and the Southeast quarter of the Northwest quarter of Section 6,
TMWSTMW!E&#&WH&MWCG“&MMMMMM&
mmq»ms—mmm.msaumm

Beginning at 3 paint on the Southerly right of way of State Highway No. 200 which is South 55° 03° 21° East,

mumnmmdmmswwwwwm Thence Squth 14
foet {record); Thence South 04° 43' 60" Eaist, 640.00 feet {recyrd); Thence South 39° 48

53%00" East,
00" Egst, 430.00 feet (record); Therice South 30° 28" 00" East, 367.49 feet (racord = 500 feet pius or minus) o
wwu&mwﬁmmdumm«wwa

TOGETHER WITH any portidn of the Old Hijjiway right of way abandonment described in that certain Quitclaim
Deed, executed by the Skite of Iiaho. %5 Instrument Ko.636025 and recorded on Jarwiary 11, Sinbep; 2006, lyrng

within the bounds of the abgve: described property.
E:(CEP'I’INGMraﬁumaﬂ cftheabwedscrlbed properties, any portion lying within the bounds of the following
plats:
mdmmmmmrumwmmwmmmmw

plats, Paga 77
Wd%maﬂlﬁeﬁ&:%d%&gm&mnem 1st Addition and Unplatbed
Land, recorded In Book 9 of Plats, page 5,

SUBORDMATION (JV) #70106&7 (3-1-08) Page [10f 15
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GoldquegEstaﬁas&thAddlﬂon recdrded in Book 8 of Plats, Page 80,
GoldenTeeEstafessﬂmddl;!nn, recatded in Bock 8 of Plats, Page 81,
Golden Tee Estates 6th Addition, recorded in. Book 8 of Plats, Page 82,
Gdiden’ Tee Estates 7th Addition, mdedmmoknfﬂafs, page 13,
Goldan Tee Esfates 8th Addition, recarded In ook § of Plats, page 7.:

: PARCEL 14:
Lots 2, 4, 5, 6, 7 and 8, Block 1; Lots 2, 3, 5, 8 and 10, Block 2 of GOLDEN TEE ESTATES 2nd ADDITION,
if according to the plat thereof, recordad in Book 8 of Plats, page 79, records of Bonner County, Idaho.
’ EXCEPT 2l roads lying within each of the above described Additions.

PARCEL 15:

Lots 1, 5,8, 9, 10, 11, 12, 13, 14, 16, and 17, Block 1; Lot 1, Block 2; Lots 2, 3,4, 5, 7 and 8, Block 3; Lats 1, 2,
3,4,5:6,7,8,9, 10, 11, 12 and 13, Block 4; Lots 1 and 2, Block 5; Lots 2, 3, and 4, Block 6; Lots € and 10,
Block 7; &nbep;Lots 1, 2, 4md6,abd8 &nbsp; Lots 2 and 5, Block 9; Lot 8, Block 16 of GOLDEN TEE
ESTATES 3rd ADDITION, accordting to the pist thereof, recorded in Book 8 of Plats, page 78, reconds of Bonner

] County, ldsho.

PARCEL 16:

Lots 3, 6 and 8, Block 1; Lot 1, Block 35 Lots 1, 2, 3, 6, 8 and 9, Block 4; Lots 1 and 7, Block 5 of GOLDEN TEE
ESTATES 4TH ADDITION, according to the plat thereof, remrdedinﬂook&of Plats, page 80, records of Bonner
County, Idsho.

PARCEL 17: ‘ ' '
Lots i, 5, 7 and 9, Block 1; Lots. 1, 5, 8, 9, and 11, -Block 2,GOLDEN TEE-ESTATES 5TH ADDITION, according to
the plat thereof, recoided In Book 8 of Plats, page 81, records of Bonner County, Idaho.

PARCEL 18:
Lots 2 and 8, Block 1; Lets 2, 3 and 4, Block 2; Lot 1, Black 3; Lots 2, 3 and 4, Block 4 of GOLDEN TEE ESTATES
6TH mﬁgtodmphtw mnmsormpagesz,mwmcam

Idaho.

PARCEL 19;
H lots 1,2, 3,56 7and8, Block 1; Lats 1, 2, 4, 5, G,SmdQ,BbCkZdGO!.DENTEEESTM‘SﬂHADDH'IOH.
according eothe plat thereof, recorded in Bodk 9 of Plats, page 13, records of Bonner County, Idaho.

: PARCEL 20:
t Lots5,.6, 7 and 8, Block 1; Lots § and 2, Block 2, GOLDEN- TEE ESTATES 8TH ADDITION, amwdmmthepfat
', recorded in Book 9 of Plats, page 7, records of Bonner Counly, ldaho.

PARCEL 21:

Lots 1A, 2A.and 4A, Blodk 1, REPLAT OF LOTS 1 THOUGH 4, BLOCK 1, GOLDEN TEE ESTATES 8TH ADDITION
AND-BLOCK 16A, REPLAT-OF BLOCKS 15 & 16 OF THE REPLAT OF GOLDEN TEE ESTATES & GOLDEN TEE
ESTATES SrAmeN,Mngmmeplatﬂmeuf rectrded in Book 9 of Plats, page 82, records of 8onner

County, Idaho.

PARCEL 22:
That portion dmmmdummdm 16, Township 57 North, Range 1 East,
Bolse Meridian, lying West of the State Highway No. 200 right of E2st of the Narthem Padfic Railway
right of way, and lying North Gf the North line of the following desciibed tract:

! SUBORDINATION (IV) #P010687 (8-1-05) - Page1Zof1s -
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Wtammmmmmm and 21, Township 57 Nosth, Range § West,

Boise Meridian, inbersects the State ﬁh&maﬁ&;?&&ehamy

Mmmwﬂenm Thence In a Scuthwesterly direction, 97 feet; Thence
Mmuhm&cﬂmhmmwmnm&ﬁmgﬂm

& Soothéasberly
.w&mmmmwzx 104.25 feet, more or less, to the place of beginning.

mmsmms
AM&WM&“WW&NWW&W!&T«M&bHM
Range § Edst.of thié Soise Meriditn, Bonner County, idiho, lying SSuttwest of the right of wary of State Highway
No. 200 and Northheast of the right of way of Montana Rall Link Rallvay, being a, portion of that property .
described as Parcel § of Instrument Ko. 168846 and more particularly described as follows:

Commencing at the intersection of the South iine of the Southwest quarter of the Southwest quartar of Section 16
and the: Nerthaasterly right of way of Montana Rail Link Raliway which s.South 88° 10' 56” East, 944.95 feet from
the Southwest comer of Seciion 16; Thenoe leaving said South Rnesrid along sald right of way North 23° 38 59
West, 672.00 feet to the true point of begihning: Thence continuing along said right of way Narth 23° 38° 59
West, 786.99 feet to-the [miergection with the dorth ine of the Southwest quarter of the Southwest qunrter;
Thence feaving said right of way and-aslong said Korth fine South 88° 43° 23° East, 241.36 feet to the Wesberly

right of way of State Highway No. 200; Thencs leaving said North Bne and along sald right of way the following
four (4) courses:

1. on'a non-tangential ave t the right having 3 central angle of 01° 1Y 257 (radial bearing > South 73° 15" 16"
West), 8 radius of 768.50 feet, for an arc levigth of 17.75 feet (chord = South 16° 06’ 41" East, 17.75 feet);

zmmammmmwwmmmammW(mﬁmw-zoofeet.a=
3.5, s-ﬂr«:m«mwam‘aﬁmux

3. Thertce South 08° 25* 19" East, 86.06 feet;

4, Thence on a curve to the left having a central angle of 13° 56' 48", a radius of 1482.53 feet, for an arc length
of 360,87 feet (chord South 15° 23° 43" East, 359.98 feet);

ThmceleavhgsaidrfghtofwaySouﬁ:ﬂ‘Wm”West, 10645Mt(moul "Southwesterly 97 feet") to the

true point of beginning.

PARCEL 23:

That part of the Soutiwest quacter of the Southwest quarter in Section: 16, Township 57 North, Range 1 Zast of
the Boise Meridian, lying South and-West of the Buriington Northers Inc. Raliway right of way snd
mmsmm 17, Township 57 Korth, Range 1 East, of the Scise Maridian, save and exepting

The Soufh 350 feet of Goviemmenttot 5 in said Section 17, and aiso that part of the Southwest quaster of the
s«mwmwfmmmw«mmmmm«wummm

and described as foliows:

tmmdﬂm 16; Thence North along the West Secifon line 350 feet; Thence
East & the centesting of Trestie Cresk; Thence slong ssid centeriine to the South line of Section 16;
Thence West dking th Section fine 720 feet, more or less, o the point of beginaing.

' SAID parcel is now descibed 25 follows:

A tract of nd sthuatsd i the: Southwest quarter of the Southwest quarnter of Section 15, iying Southwaest of
Montans Rall Exik Rallroad dght-of way and Government Lot § of Section 17, aif In Yownship 57 North, Range 1
East of the Boise Meridian, Sonsfier County, mm,mamdmmmw«mzaf

SUBGRDINATION (IV) #PO108&7 (8-1-08) Page 13 of 15
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Instrument No. 168846 dnd more particularly describéd &s follows:

m:umwnmmdhmmumwwdmw
and the Southwesterly right of way of Montana RallLink Raliway which is South 88° 10° 36" East, 834,19 feet

from the Squthwest comer of Section 16; Thence leaving said South line-and slong sald right of way North 23°
quarter of the Southwest

38" 59" West, 1457.54 feet to-the intersection with the North e of the Squthwest
of way and slong the North line of the Southwest quarter of the Southwest

quarter; Thence leaving sald rdght

quartst, North 88° 43’ 23" West, 243.71 fieet tn the Nortiwwast corner &F the Solthwest quaarter of the Southwest
quarter; Thence along the North line of Govenment Lot 5 in Section 17, North 89° 23" 45" West, (22384 feet b
the meander ine of Lake Pend Orellle, 25 defined by the original GLO Sirvey; Thence leaving said North Ine and
along said meander ne the following two (2) courses

South 52° 55' 48" East, 561.00 feet; Thence South 37° 55° 48" East, 798.96 fieet to a point an a line lying 350.00

feet North of and peraliel to the South Sne of the Southwast quarter of the Soutinrest quastar of Section 16;
mmwwnmwwwmm o the West line of the said Southwest quarter
continuing South 88° 10 56* 159.02 fest to the intersection with the

of the Southwest.quarter; Thance
MdMMMMNMMMMhMMMWﬂ
x.msz‘scwmsa.ssu:

7. Thence South 75° 43° 10" East, 58.83 feet;
8. Thence South 37° 48’ 28 East, 27.37 feet to the Intersection with the South line of the Southwest quarter of

the Southwest quarter;
Mmﬂﬁmmandmnﬂmmewﬂ’ 10’ 56° East, 116.80 feet to the true

. paint of beginning.

PARCEL 24:
A portion of the Nostheast quarter of the Northwest quarter and Govemnment Lot 1 of Section 21, Township 57

North, Range 1 East, Boise Mecidisn. Bonner County, [daha, descrihed as foffows:

Beginning.at a polixt where the South fine of the Northeast quarter of the Northwast quarber of Section 21,

MNM Range 1 East of the Scise Merkiian. Bonner County, Idaho, inbersecls the Wes line of the
Northern Pacific Rafiroad Company right of way; Thence 600 fieet Northesly aiong said rafiroad right of way;

mmﬁhmmﬁﬂzmmumbﬁ:%hdmtiﬂdmﬂ;

Thence East to the Point of Seginning.

SAID parcel is niow described as follows:

A tract of and situated in the Northeast quarter of the Northwest quarter ard Governiment Lot 1 of Section 21,
Township 57 Narth, Range 1 East of the Boisa Meridian, Bonnar County, idaho, more particularly
described s foliows:

Beginniiig at the intersection of the South ine of the Northeast quarter of the Northweest quarter of Section 21

mmwmgwo{wummmsmwwrwmammm
Southwest comei-of said Northieast quarter of the Northwest quarter; Thenoe leaving said South fine and along

said right of way the following two (2) cuwses:

1. On-a non-tangential curve to the left having 8 central angle of 10° 44' 25" (radiat bearing South 65° 01° 43"
West) a radius of 2664.79 feet, for an arc length of 439,53 feet (chord North 30° 20° 24* West, 438.30 feet);

SUBCRDINATION (V) #PO106&7 (3-1-08) Page 140f 15
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] 2. Thence North 25° 10' 12" West, 100.47 feet;

Thence leaving said right of way and paraliel mweswmilheproVemment Lot 1, North 88° 55’ 48 West,
936.05 feet to the meander line of Laie Perd Qreille as definéd In the original GLO Survey; Thence along said

meander ne the following two (2) courses:

1. South 14° 25° 48" East, 271.54 fiest;

2. Thence South 46° 40’ 48" East, 378.00 feet to the Intersection with the South line of Government Lat 1;
Thence along sai South line South 887 55" 48" East, 748.52 feet to the Southeast comer of Government Lot 1;

Thence along the South line of the Northeast quarter of the Northwest quarter, South 88* 55 48" East, 139.54
feet to the true point of beginning.

IR

TR

e SN

SUBORDINATION (JV) #P0106&7 (3-1-08) Page 150f 15

s
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Ratuen Te: .
Mdepandant Morigage L1d. Co.
P.Oc Beox 905

Senposh 756411

ADDENDUM TO NOTICE OF AGREEMENT REGARDING S
LIENS

musywuumeaumms-wwwma
Idaho limitod lebility compeny, snd Pacific Capitsl Bank, N.A. dba First Nationsi Bank of Central
Califoruls, will not be iacreased from their current bulences as of the date of this docement.

Borrowsrs further sgoee that if these arc any peincipal reductions, there will be no sibseguont
MEMMDﬂMMh‘nWs&MMWn

ouwstanding.

Borrowers and Note Holders mutually agree that upon peyment in full of this junior position
note and mortgage, this sgreduent sutomaticafly becomes null sad void.

N WITNESS WHERKOF, the partics have executed this sgreement on the dutes sppearing
opposite their respective signatures.

D ORFILLE PONNER DEVELOFMENT, LLC
s Eahilily coibipuny
By: PEND OREILLE PONNER DEVELOFMENT BOLDINGS, INC.
A Nevads corporation, its Masagper

By: W July 3/, 2008
Chatlies W. Reoves, Prasidest

statEOF FDAMD )
.
county of_- FOAMIEE. )

Ouxfhils €y piscsonally sppessed befro e, ﬁmm!’ﬂqmw.m
knowa or kibaitified to mo 90 bo the President of the Corporation fhat axecuted this instregent, ar e pemas
who executed this Wtﬂwuammammm

W%Mt that such Coqposation expoutad.
WITNESS WHERROF, !hc-:l-t-tw uuu&ﬂ_n«a,

3218



Lt T T
Y

.y T
.

EXRDIT A
LAKEFEEFEHIVlEﬂAL

= T ST

. nt!-hun

m
wmmﬂummmmuama. Fownship 57

| Rnow

mdmm m.gfi-v ﬁ'w
&- fout fo thy Kitergegtion ih Srte of the Soyithwent
quarter; Thencs thﬁdﬂnﬂhﬂhnﬂﬂ'
LIS Nt o the l'ulll ﬂmmmmm
-«@u -w Tout {4) copieess -

1.nqwmpmmm mmcﬁvi’wm
73° 165 16" & nidius of 788.50 taat, for an erc length of 17.75 fast (chord =

Q-M!%bh r”_ “‘ﬁﬁant:m

11-: dumqﬂwdmmmhmmmn
%1 Rast of e Bolee Madidien, lying South ind West of fhe Buriington

e 1ok 00 O hoer 7, Towaabip 7 Nortth, Runge 1 Eset, of the Boles Maridfan,

L . .7 inipiisiniangiassti
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" ?M%-mmumd@
o .m!!'ﬂhmncc %ﬂt Noth siong the Weat
m;obm&dmarmwmumu' 4

4 m ’.‘ ' ‘
17.a% in Township 1) wm;ﬁm County, kiaho;
. &&J&M s Puroel 2 of listrnst No. 189848 end more
' qﬁmomnmhdﬁmmam
' A Sqotions 16 agd fhe Southwastly right of wey of Hall Link Reftwiay
. whioh Js Godth §3° 40° 36" Exat, 534.10 fagt fronrthe ¢ caimer of Seciion 18;
i ) ='mum-ﬁugmnmﬁ- mg&% “
. mﬁuamwmaqmmmmuetum
T Ps Bouitment mmwwmmnnhumm
. fhe Soililvawst quarter of the Southwest quarier; Thence slong Y Nosth ns of ...

:mhmmzmmwm

..."m.....fw P soos oo ot e, St o 0 8

mmwuwmtdhwmmwmmmr
of

| mwwcmmrww Rowth 47 4 Eant, TOR98 ft 1 0 okt on

lmw qunrter of tha ayent: ad Goveriment Lot 1 of
mﬂ.?mﬂ' Rangs 1 East, Sonnier County, isho,
describeif as
- — miliiione s i
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Beginniag it a point where the South ins of ihe Northiest quarter of the Northwest
knn&nﬁhﬁnmnbwv Ramge 1 Esst of the Bolse Meridles. Bonner County,
Mtﬁw Nortfiem Raaiflic Rulirgad Conipeiny right of
ey alug ”mmﬂ\uy. mmmﬁ'&c
?mmmumwwmmum1 of eald Saction 21; Thence

pumam

‘”’““'W"
A Noithaast quarter of tie Northwest guattey sud Governmmnt
1 of Baxtion mﬁmwi East of the Balse laridian, Bonwer
fdnho, maore pasticuisrly
describad as follows:
- guarisr of the Northwest

Beginaing at the inteeasction of the South finé of the Novtheust
mg#&ﬂhmmw ma:gmwm:
quapiee; Thenca idaving sald South lins end along saki right of way the .

the Northweet
1 ou&u:.&uﬁdm Apving-« gantiat sngle of 10° 44" 25" (udiaf besitng
South 65° #17 46° Wedtla a&umuunmamum

n
seld t ¥ o TR 52 Southsast of
sloug Mhm : ht&ﬂ athe comer
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WILLIAM WALLACE STERLING
Attorney at Lav
680 Salmela Road
Philo, Caljifornia 95466

Tal: 707-895-2349 Fax: 707-895--3320
Email: williansterling®mrodigy.uet

July 31, 2008

First American Title Company
419 North Second Avenue
Sandpoint, Idaho 83864

Your,Eaérow Number 23%217-S \_,
Loan Nos. P0106 & PO107

Attention: Mr, Rick Lynsksy

Gentlemen:

I represent Pend Oreille Bonnsr Development, LLC., a Nevada
limited liability company ('‘POB'’). the borrower in the pending
loan transaction. On behalf of POB I submit the following
instructions to.you in connection with the funding through the:
referenced escrow (the "'Escrow’') of the initial draw under the
$22,270,000 loan from Mortgage Fund ‘08 LLC to POB,

You presently hold, or will hold. prior to close of Escrow. a
subordination agreemant (the ‘‘Subordination’’) executed in
recordable form by J.V., LLC, an Idaho limited liability company
. (*'IV°"). in favor of Pacific Capltal Bank, N.A., @& national

) banking association, doing business as First National Bank of
Central California with an address of c/o Loan Services, PO Box
60654, Santa Barbara, Callfornia 93160-0654 ("FNB®). Please

v t previousiy dggpsIted with
deliver a replacement ang

The Subordination pertains to property which the parties commonly
call the “Lake Parcels” or “Trestle Creek”. JV presently holds a
lien of firat priority on the property. The Subordination, when
raecorded, will result in JV moving into second position and. FNB
into first position av wi 1 then be junio 9 the Lake Parcels

JV also holds a secured position on property which the partias
commonly call the “Golf Course” and/or “Moose Mountain”. The
- Subordinatien does not pertain to this latter property and is to
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fa no effect upon lien priorities on the Golf Course/Moose
tain property. The ;&_r_t;oa have slsewhers aqreed that JV, if
asted, will subo te JV's secured position on the Gaolf

: g oose Mountain to First priorit fgdebtedneas not to
excead §25,000,000.

I am informed by lagal counsel for JV, Gary Finney, Esq., that

his principels, will sxecute the updated and revised
. Please refer to Mr. Finney, whose telephone

Subordination teoday. ?
number is 208-263~7712, if you have any guestions corcerning the
availability of his client to execute the Subordination.

You may alsc wish to obtain Mx. Finney's counter51gnatu z2 on this
instruction letter to signify his concurrence in the
instruections., I have provided a signature line below for that

purpose.

At such tiﬁé as you hold funds sufficient to make the following
disbursements to JV, namely,

$300,000 on account of the principal balancs of the
promissory fote to JV (the “JV Note”, said note being a )
promissory note entitled Secursd Promissory Nots datsd October
20. 1995 ip the principal amourit of Two Millfom Two Hundred
Sixty-Four Thousand Five Hundred Dcollers ((2.264.500) made 'in
favor: of JV by.Richard villelli &2 al., ag emended:

Urlpaid agerued intersst on the JV Note through tha date
hracalculated:

pé : -
| af close of Bacrow. ¥hich_ your Cagey Ligeotk ;apds---

$30,000. 85 an accommodation fse, which shall not reduce the

principal balance of the JV Nots:
;nd you also hold the Subordznation oxecutesd in recordable form
y JV,

. THEN, you are hereby authorized., directed and instructed to
disburea the funds described above to the account of JV and to
‘totord the Subordination in the Official Redords of the County of

‘Bonner.

As soon as the Subordination is recorded., pleage fransmit a copy
showing racording data to Mr., Finney, to the undersigned, and to

. PNB. The original, as indicated on ths face of the
" Subordination. should be delivered to Pacific Capital Bank, NA.

Thank you very much for your georvices. Please notifv me if you
bave any questions concerning the fersgoing.
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Finney Law

willlam sterling [williamsteriing@prodigy.nef]

From:

Sent: Monday, March 31, 2008 11:24 AM

fo: Gery Finney

Ce: Charles V. Reeves; Thomas J. Merschal; Sherry A Wagner; Chlp Bowiby, Linda Brown

Subjsct: IDAHO CLUB LOAN FROM JV, LLC
Attachments: SubordinatfonAgr #2 WWS March 31, 2008.doc

March 31, 2008

Dear Mr. Finney:
1 represent the kiaho Club and work clossly with Chuck Reevas and his partners on verlous aspects of the project.
Chuck ls negotiafing a ican from First Naional Bank ("FNB") iz Monterey, California, in the principal amount of $5,000,000.

I understand that you represent Jim Barry and his entity JV, LLC, which has agrsed (o subordinate its morigage on the
Lake Parcels, which is currently in first position, o a new first in favor of FNB.

Aitached at Chuck Resves' reguest, for your review and comment, is a form of subordination agreement.

My confact data Is as follows:
William ("B} W, Sterling Tel 707-895-2348

680 Salmela Road Fax 7’07-895-3320

Philo, CA 954686 mate
rbngtmhm:flmmmm tafgrl::kmzdbmddmw?am

am in the coursa of preparing s latter agreament parﬁesbmemom understanding
conweyed to me that JV, LLC, is amenable fo subordinafing iis to any new first which
}kaswtamlmpmmmw [ should be able fo send a draft of the lelfer o you shortly.
Sincerely yours, :

Bill Sterling

8-14-13 ,
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From: *willlam steriing” <wiillametering@prodigy.net>

To: "Gary Finney" <fnneylaw@iniwb.net>

Ce: *Charies W, Reeves” <cresves@thekizhaciub.com>; "Rex Finney" <rexfinney@niwb.net>
8ent: Thursday, July 24, 2008 12:067 PM S
Attach: SUBORDINATION (JV) ﬁom&r (7-22-08).pdf
Subject: Fw: PEND OREILLE

2

v o

July 24, 2008 at 12:05 pm

Dear Gary, ,
Chuck had asked me to send the attached form of Subordination Agresment to Rex, which | did, then later

reelized | shouid
have sent it to you. Here{”m.' /

We are aimin t%to close the inifial fund‘lhg by Monday if at alf possible, and | think the likelihood Is good-that we

shalf be able fo do so.
First National Bank has baen very, very slow in responding. | shall cail you In the course of the afternoon fo

chatabout _
any new developments.

- Best ragards,
Bill Sterling ‘ ‘ Reey 65; #f,; p
‘ ) 2-14-1]

~ Original Message ——
From: willlgm stariing
;:mm
Charies W. Reeves
Sont: Thursday, July 24, 2008 10:05 AM
48ubjoct. Fw: PEA%YORE!LLE

July 24, 2006 at 10:02 am

“Dear Rex,
Chuck Reeves has asked me to forward fo you a copy of the Subordlnaﬁon Agreenent which JV Loans isto

axecute
and deliver to First American Title Company as part of closing the impending escrow.
Hereitis.

. Best regards,
Bill Sterling
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From:  wiliam steriing [witlamaterling@prodigy.nef]
Sent:  Thursday, July 24, 2008 4:27 PM

To: Gary Finney

Ce: Charles W. Raeves

Subject: PEND OREILLE

July 24, 2008 at 3:55 pm

Dear Gary,

|Wbrmmmmmwmmxeﬂmmmm | hope we may speak in the moming.
Meanwhile let me aask to respond to the points you mede in your tstephone caft fo me.

Chiuck Reeves has abfained abm commitment under which he witl make a serigs of draws. Whantmferradinﬁe“lmﬁai funding”,
| msant the firs draw, which we are working hard to close of record on Mondey.

Atﬁspohtiumhahﬂypd!wimmwamkaboutwiwdnmmmmuwhbhweneed.
The issues ars bursaucratic, not substantive, M&wyaraamhgddayaﬂﬁmm

What we would like fo do at closing of the first draw Is the following:
Leave Jim Beriy's JV, LLC, deed of {riat Ken in first position on the Laks Parcels. Thlslsﬂ\eascuﬁtypoﬂﬁon he has now.

2. PayJm outofmwh lumaf(a\) #15:$30;000 %58, which daes not apply to the reduction of the principal Balancs of the loan
and (B) any unpaid sccrued intedest thiouih tiia date on which escrow for tha first draw closes..

Pand Oreifie witt maks the $300,000 principal payment per the Third Amendment fo the. Note by Augus? 1st.

i 4, Atauchﬂmaumoatmammnmmmmuammmwmmymmdwmm&mﬁm
umﬁmmmmmMﬁ&Mmmmmwﬂumnmuﬂngmwm

lien.
| 8. m(%mmmmammmmhmdmwsmmmuobmmmmme
escrow. | belleveyou . . aiready have the Subordination Agresment document. thumicrwru:tmﬁyoudonnt
hm& mmmm
mmmnmm Subordination Agmam-nt ‘until the $300,000 payment has been completed through sserow and
then & record the Subordination Agreement
lfyou wish, !wcuidbehappytodmﬂmnw:mﬁmﬂona regarding the foregaing for your review and appmval
dahdﬁﬂemmmttwhldﬂfaarmm

note. it shows a subordination which will ke cancelied at

1.

3.

lnmmumemywmmdmmlwm
matters more

then clarify them. if does not show the recorded Third
close of escrow
aswnlummmmmbcmacmea!am Atu-llspomthm with closing so imminext, | am leathe to burden

Flrst American with
e request for an apmapmﬁnorcorm*m tmmmatyou can ve with that. Laf's falk about this In the morning if it remains o
concem for you.

. - ;Ju
Bfit S T 8’ rAgh 377
B ,,,{j zei; f‘ aree

EXHIBIT

Reeves #H= 7

‘ - o 8-14-13 FF
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Property:  NNA, Sendpomnt, ID 83864 ~

Pend Oreille Bonner Development LLC

Buyer:
151 Clubhouse Way, Sandpomt, ID 83864

Address:
Seller: -

/31/2008
£31/2008
73112008, 10045 M

|
|
b
5
>

N T T2R0000]

189.000,00

__14000.80

T GATAS4518

(BF FRX P S Y

; 272.50090
il 81,000.00
L 13.000.00 |
3 20,000.00
T . s
.’ - , 3 . 14000
1 27583001 .
1 it e 45.“)
{ Reconding Feo-Alf-Tnclnsive Maxtiage (5} - P # . 27900 I
{ : 4500
| Dishursemens Paids : :
1C; , Push 32381563
Payoff Lign #750247 1o ACY Nosthwest, Iac. ‘ 3
Py Taxes & i3 Tax 12431464
| Pay Disct Per Agreement (Owtiide of PEC) o IV, 1L.C
count S01f'] ;Ine.

38045455

" 24,970,000.00

Lot P F'X P

24.970,000.00

i
R i

TR e sveagm
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P | Reasroled /o4
Hove 24, 2{5" & TTh strumgnd Mo, 763907
AMENDMENT TO INDEBTEDNESS AND TO REAL

:snn SECURITY, AND SUBORDIMATION msm
(20 RE RECORDED)

A. HOIDER AND MORTGAGEE: J.V,, LXC, an Idsho limited
lisbility company
2.0, Box 3

Ssndpoint, Idaho, B3664

Roldings, Inc., & Nevada i
sexpozation - EXHIBIT
i JVs #C

C.Reeves  §-i9-13

PAYOR AND MORTGAGOR: = Pend Oxeille Boaner Developzent

DMESS AND REAL BSTATS sscmTYy

m-wtmmmm:ouwm
mmmmummam-

1 nmmu—vn.,m,nw

‘coxparation, in the originel sum of §2,264,300.00 psysble to the
J.V., LIC, sacured by & Real Estats Mortgage

payes snd holdex,

- recordad Ootobex 24, 1995uwr=. 474746 records of
Bonner County, Idako. m.mumimum
aumm .

-&. ammwwhummm
wns signed by V.P., Ino. and J.V., LIC, mm

Moxtgage
7, zm,mnm-mmt.

3.'“’;&%” mmm
.mmmnmt,mmmua.v.,mwny
the then ndw “Buyezr” of the MOOSE MOUNTAIN resl eststs, Pend *
Graille Bonmer Dewelopment Noldings, Inc., and is dsbed June 19,
m,mum-wm This doomment provided -
for sdditicnal real estate sscurity to secuxe the oxiginal :
$2,264,500.00 Promissory Note, datad Qotobex 20, 1985, whiish
- zebkl estate is referzed to as THESTIE CGUREE. The IRESTLE CHEEX .
m}.mummumsmma.v.,mcu
Wummmmtw Isc., as
w ag.mumquubysmmm

- —— e, A A .
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recorded June 19, 2006, Instrusast No. 706470 recocds of Bouner
County, Idaho, on the TRESTIE CRAER real estate.

Owner, and J.V., m.umummmm
racozdad June 19, 2006 as Instrmmant Wo. 706474 which was

secoxded again on Juns 20, 2006 as Instrusent No. 706582 recozds

of Bounex County, Idabe, vhich Subordinstion Agressant has the
affect of suboxdinmting J.V., LIC*s originsl Promissocy Note
(#2,264,500.00) sud Real Nstats Moctgsge {(recosdad Ootcber 19,
1905, Insixument Wo. 474786) to & new Lendex, R.E. Loans, Imo.,
on & Moctgage on MOOSER MOUNEAIN 2sal estats to seouxe
$24,500,000.00 by = new Maxtgage recorded Juse 19, 1006 ss
Isstzument Bo. 706471 zeconds of Sumner County, Idsho.

5.. Second Suboxdinatisn Agreement. A Second
Subocdisation Agresmsut Detwemn V.P., Inc. and Pend Ossille

Bosuer Development Noldings, Inc. was recordsd March 15, 2007 as
. Emgtrumsat No. 724833 zevoxds of Boanax Cownty, Idsho.

D. COLLECTION ARD INDENTREDRESS ~ ESCROW AGERT

g mmmui—xuﬁmmw&v.,
IIC are held foxr collection on Debalf of J.V.,-LiL st Psnhandls

Escrow Compesy, Sandpoint, Idaho, Esoxow Wo. 2087429 and the
mmummmmwm-u

pxssant
$1,771,002.41 as of Apsil 1, 2008.

E. RO MEEMEWT
mwmwm«mmum-:»w'
upen as follows!

1. mmmwm. Inc. .
zepresents and warrants that it has peid the R.E. Loms, Ioc.’s
first priozity Real Estats Mortyege isdebtadness down £xom §20.5
million to §8 million secuzed on the MOOSE MOUNFTAIN peupezty and
that J.V., LIC’s Seal Rstate Moxtguge, Instrament No. 474746 is
mmmm«-mmwmdm

Subordinaticn Agresment, Instrumsnt No. 474746.
a. mmmwm Taec. shall
on or befoxs 1, pay the ianterest cursent and slso pay

in priscipel & sum of money to J.V., LILC through Panbandle
Rscrou No. Mﬂ!uﬁtﬁﬁnmmhMQ

ZTHIAD MENDMENT 70 DEENIECNESS AND O EEAL ESTATS SSCURTEY A SURCSOUAFION

AGERYE - 2
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] J.V., 1LLC agress to axecuts partial relssses of its

mﬁuu'wwmumeummm:
i-ﬂdmﬁ!u“hmi“ﬁmﬁpﬁn&tlmﬂ;

as follows:

. a. On the MOOSE MOUNTAIN resl sstats st §8,000.00
pex acre, vhioh is the present agresd upon releasse peyshent rats.
' 5. ©On the TRESTLX CREEE real estate, whioh prasently
does not have a relaase paymsnt provision, the partial zelsase
zﬂmmuuwa.v.,muwm

h‘

i, . Yox the release of any lsnd vpon which &
mmeummmmww
muuma.w.,muwpwuum,mw
per each of such condominium wnits. _

o . i, mmmw-ptm-muzmy
mm'mwmaudmmbuwsv.,ucm‘
prinoipal payments is $20,000.00 per lot.

wmmmmmutemu
this Agresment, all of the terms, conditions, and doouments

mmmmmmumnamtu
c._mm‘m
mmmmmmmmwav..mmm

agresment and also bring the existing puymssnts cuzmveant on
Fashandls Escrow Account No. 2067429 by Aagust 1, zmam

wumaw
I¥N WITRESS WEEREOF, mmmmmmm

hareto ou the Zﬂfﬁvam, zoos

TRTRD AMDTMINT 70 INDESMDESS MO TO REAL ESTATS SECURITY AND SUNCRDIMATICN e |
ArTERMEWE - 4 , : .
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By: Sun Haunu:l.n, Inc., a managing
penher .

com!orm )

oneu-a?ﬁ_pgrxﬂfm 2008, before ua, mmm
Notary Public, personally appesred, WILLIAM A. BERRY and
W. BRRRY, known to me 6r proved to me oo the basis of :
“M‘cu:!m, to be the MANAGERS, mr and
OFTICERS who subscribed said J.V. LIC name to the foregoing
instrument, and sckmowlsdged to me that they exzacuted the saze
in said same of J.V. m.brﬁ'mr”“m‘

corporation.

Notary Public-State of Idahe
Raaiding at:
My Commission .y /.
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Lor P _
| . Detuiled Repayment Analysis (Pages 19-28) : i

SQURCES & USES:

Loan proceeds of $5,000M will finance working capltal as well 2s support sales and marketing oxpense for Phase 1 of
“The Idaho Club” project. Phase 1 consists of 226 units, or 170 custom home lots and 56 cabins slots. The line will have’
an interest reserve of $500M based on a utilization tate of 65%. Interest expense in excess of reserve will be funded from
net sales proceeds and/or borrower funds. :

follows:

Hom sites , 170 © $A70,000 (1) $79,900,000
Cabin Lots 56 $170000(2) - $9,520,000
Total 226 $640,000 ~ $89.420,000

¢1) Rafer to Exhibis 14 on pages 20-21 for averags sales price of bomssites
(2) Rafer tc Exkibit 2B an page %ﬁrmwmdmﬂubnadbtpremtm

Add:  Premium (Lots) , $3,920,000
Aggregabe Retall Value (226 units): $93,340,000

- Ayerage valis (fotal) per unit: $413,009

Total

30

33

9 26 -

3 3

‘ 1 A

Total Clorings 82 13 95

Iitle Namge Homesltes Lodge Hozeo Yotal
(See Sales Report on pgs. 20-21, 25-26) 30 1] 41 P # I

0 ! . fl C-Reeve s g-19-(3

Monterey CBG-20+&RM-Niraj Mahara} MO6/CA-1 for Pend Oreille Bonner Development, LEC §5,000M Revalying LOC 10/2007 F_'ageé%é



S lopmen 'Ih:spmjeotmckaaxﬂedaaaspemkﬁvedwelopmam. Thxskmﬁgsbdbyﬁwwmﬂ
M&xmmmammoﬁmmmm e developers kave clage

mwdown i | ag market. mhmmmmmwwmmgm
mmygtmmsmdmdmhnmeumﬁ,mddedmingmem These fictors will continue o apply
downward pressure on home prices which is expected to contite through 2008-2009. Nevertheless economists
belisve the market is gear the bottom with some stabilization in the deterioration of home prices. Although the
outlook for primary homes and investment properties is cloudy, the vacation-home market is expected to remain
as a Hifostyle choice, (See

sirong as baby boomers and affivent home buyers continue to buy vacation properties
article referencing the projected housing growth from the US4 TODAY dd. September 26" on Page 13 of this report)

Mitigants '
Demand for resort like housing in Northern Idaho and successful Labor Day sales launch, exhibiting 41 releases,

resulting in 41 sales contracts.
Experience and track record of both guarantors in numerous real estate projects.
Guarantor’s HVC relationship with the FNB and previous lending experience with principals.

The bank has established a valuable/profitable working relationship with Bowiby and Merschel. Among other projects,

they developed Pasadera (high-end housing surrcunding golf course). Historically, equity pestners and other jarge

commervcial banks have funded their construction loans. As MDG is 2 very profitable customer to the bank, we have

followed this relationship out of our geographic footprint. The relationship has mutnafly fostered over the last 3 years and
with the level of service CBG Montersy has been able to provide despite their main office

guarantors’ ars pleased
relocating to Reno, NV in 2003 (Merschel's office and staff are stil local). The pertriers travel between Monterey, the
Cafifornia Central Valley, and Reno NV with ease via a leased private jet. mmm&mmm
bé maintained on a personal level with frequent contact.

Tbebmkemﬁnues»suppoﬂBowlbymdecbdwithmdﬁmddepmtpmM, recently financing land acquisitions
for Palisade Land Investors LLC, Montexey Park Place LLC, and Monterey Somersett Investors, LLC for projects Jocated
- in the Somersett Mastered Planned Community, West Reno NV. Over the last three years as local projects have wound

deDGmd&veiopmgpm:anNcwda, mﬁwﬁT&mhﬁeEM&mﬁeCﬂmw

mﬁmwwmmhmnmmwmwmmmmm
- pro

As receni as Angust 2006, the principals paid off the Loscmmmémmc@mmmmmm
extended by FNB io Jaly 2004. The project of 11 SPEC bomes located at the Pasadera Golf and Comntry Chib ranging

mszmmmomsmmmmdmhmmmmmmxm

This space intentionally left blank
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CREDIT AUTHORIZATION (LA1)

Date: October 18, 2007 TIN/SSN: 20-4795488
Borrower: Pend Oreille Bonner POB Address: 151 Clubhouse Way
Development, LLC ' Sandpoint ID, 83864
Relationship: Monterey Development Group | MDG Address: 6900 S. McCarran Blvd. #1010
‘ Chip L. Bowlby Reno, NV 89509
Thomas J. Merschel .
Primary Contact: Chuck Reeves, President Primary Phone #: (208) 255-4079 x. 101
MDG Contact: Shemry Wagner, VP Operations MDG Phene #: | {775)324-6900x 102
‘Borrewer Rating: 4 . Holding/Operating: | Both
NAXCS: 237210 Legal Entity: Nevada LLC
RM/Officer #: Niraj Maharaj / M06 HVC (Yes/No): Yes
_Primsr # | Same SNC (Yes/No): No
[ BRT (Yea/No): No . Documentation Prep: | Loan Services
A B : C D
i Aggregated Debt for Total Relationship Debt
Total Aggregate Debt " Loan Approval Amount of this Request (for informational
. fless carve outs) - purposes only)
$39.395.000 $39.395.000 $5.000,000 $39,395,000
: Facility #1
’ Amoune: | $5,000, 000 - ‘
Aeﬂol/'r!peofcredit' \ ohvh e-ine of Credy \'—m .
Facility Risk-Ra \__ ,
Loar Number / Note Date:, 1 01760163 [ Qnviog /g:gpf] /
Semmary ¢ | To provide operating Iime that will assist borrower with working capital and \
marketing expense for Phase 1 of proposed development known ag “The Idako
Club Lake & Golf Retreat” in Sandpoint, Idsho. Portion of the proceeds will
payoff a $2,000M pm'ate soller carry back note originating from the purchase of
Mbe sub_lgct property in June 2006. (See Sources & Uses on que 3)
Repayment Schedule: 5gst 4
Repayment Sources — Primsry: | Fa R wlaes 2, -/
Secondary: 'quuidation of eollaual R —
Tertiary: | Liquidation of mmm assets.
’ (Aggregate liquid asseis iy $21,000M and Combined Net Worth is $135,532M) .
Repaymerit Analysis: | Interest Reserve allocation of $500M. (See Sources & Uses for Page 3 & 19)
- | IR caleulated based on 63% utilization for 24 months @ 7.75%
Term / Maturity / Amortization: | 90 days
Pricing ~Rate: | WSJ Prime
___Floor: | 6.0%
Fees: | $25,000 (0.50% of commmnentl
Ccllateral Secured / Ungecured: | Sec
Description: ’E&igmmnt
*  Chip Bowlby MMA# 1000655 80; $2 500M
n Tﬁomas Merschel MMA# 101435493, §2,500M
Location: ﬁﬁﬂhﬁ@ﬂﬂmkmbammquA e
Valuation: | $5,0 o :
Valuation Source: | PCB Vision as of 10/18/07 -
LYV/LTC: | n/a S
Priority Liens: | None CReeves g-193

Page 1 of 67
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i :
o N v v et e s e At ;
: D uce Collateral Code: -- |
- Owner; I
;  Blanket fien filing }
] New Subtypes: [] Construgtion  [] Crops  [[] SBA j
[J existing: Orliginel Filing No.- Origlnal Filing Date i
Speclfic filing For New Specific Fliing, Fax to 805-684-733C or email LS Documentation ;
(J New ‘
OEdstng: ~  origheiFingNo. _  _ Orgial FlingDate |

County/Fixture flling Legai description & property owner of location address Is required; Fax to 805-884-7330
] New - .

{1 Existing: Orliginal Fliing No. ) Original Fillng Date

Location address (ne, Ct{y,_ St, and ZIPY.

Legal owner of Location above: . o
[7] Landiord's Release & Consent: Date of Leass:
Property Owner's neme: ’ Signer;

Caution’
Owner:

Real Estate Collateral Code: 103PUD -

Property Street Address: NNA / Highway 200 - Clty, State ZIP: Sandpoint, idaho 83852

{1 Leasahold
Forward all supporting documents; Escrow Instructions, Prelim Titla Report, and Flood Certificate.

APN(s). RPSTNOTEG6160A , RPSTNGIE213750A

County: Bonrer,
RP5TNO1E179000A, RPSTNOTE166200A - i
, » U o Appralsed value: $ 12,000,000.00 Date: 12/04/2007 LTV%
sl oLonN # of Units: 85 % iy ‘
' B -
[] Use Existing Deed of Trust secured on Loan # Oceupancy Co
Gross Colateralize; — 1 yes, OrossWINIOBNHE b e
[ | omvTitled  Golisteral Code: ~
- Ownetl- - - s T - - {
Year: Make: Madel: | VIN: | ¢
Reg 21ate: 08 o : T T T )
[:I CDisavings Coliataral Code: -- '
Ownet: »
Account #: Balance:
Additiona} Info: ' S .

: D Life Insurance  Coflateral Code: -
Jwner '

ki

1 : .
' Insurance Company.

Address {inc. Cily, St and 2P 4
Pali vNo Policy Face Amount:
olicy No.:

41-0220

08-31-07

[ Abundance of f': -
]
i
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Richard L. Stacey, ISB #6800 , N5
Jeff R. Sykes, ISB #5058 ) \QT
Chad M. Nicholson, ISB #7506 = T T
McCONNELL WAGNER SYKES & STACEY ?1i€
827 East Park Boulevard, Suite 201

Boise, Idaho 83712

Telephone: 208.489.0100

Facsimile: 208.489.0110

0

Attorneys For Valiant Idaho, LLC

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., Case No. CV-09-1810

formerly known as
NATIONAL GOLF BUILDERS, INC,,

a Nevada corporation, VALIANT IDAHO, LLC’S
MOTION TO AMEND
Plaintiff, DECREE OF FORECLOSURE
vs.
PEND OREILLE BONNER Honorable Barbara A. Buchanan
DEVELOPMENT, LLC,
a Nevada limited liability company; er al., Hearing:

September 2, 2015 — 11:00 a.m. PDST
Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.

VALIANT IDAHQO, LLC’S MOTION TO AMEND

DECREE OF FORECLOSURE - Page 1
T11547.201\PLD\CV-2009-1 8 I0\Amend-Decree Mtn 150818.docx
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COMES NOW, Valiant Idaho, LLC (*“Valiant”), by and through its attorneys of record,
McConnell Wagner Sykes & Stacey PLLC, and, pursuant to Rules 59(¢e), 60(a) and/or 60(b) of the
Idaho Rules of Civil Procedure, moves this Court for an amended Decree of Foreclosure.
This motion is made to correct the Decree of Foreclosure based upon new information obtained
by Valiant. Valiant respectfully requests this Court to enter an Amended Decree of Foreclosure

consistent with its decision on this motion.

This motion is made and based upen the records and files herein; the Memorandum in
Support of [Valiant’s] Motion to Amend Decree of Foreclosure, and the Declaration of
C. Dean Shafer in Support of [Valiant’s] Motion to Alter, Amend and/or Reconsider the Order of

Sale of Real Property filed concurrently; and any further evidence that may be presented at the

hearing of this motion.

DATED this 19" day of August 2015.
McCONNELL WAGNER SYKES & STACEY ?U.C

BY: gA &’”
L. Stacey N\_/

Attorneys For Valiant Idaho, LLC

VALIANT IDAHO, LLC’S MOTION TO AMEND

DECREE OF FORECLOSURE - Page 2
[11547.20 \PLD\C'V-2009-18 10\ Amend-Decree Min 150818.docx

3241



CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the 19™ day of August 2015, a true and correct copy of the
foregoing document was served by the method indicated below upon the following party(ies):

Bruce A. Anderson, Esq. [ ] U.S.Mail
Elsaesser Jarzabek Anderson Elliott & [ 1 Hand Delivered
MacDonald, Chtd [ v'] Facsimile
320 East Neider Avenue, Suite 162 [ ] Overnight Mail
Coeur d’ Alene, Idaho 83815 [ ¥] Electronic Mail

Telephone: 208.667.2900 ‘ .
bruces(@ejame.com

Facsimile: 208.667.2150
Counsel For Jacobson, Lazar and Sage Hoeidings

Brent C. Featherston, Esq. [ ] U.S Mail
Featherston Law Firm, Chtd [ ] Hand Delivered
113 South Second Avenue | ¥'] Facsimile
Sandpoint, Idaho 83864 [ } Overnight Mail
[ v] Electronic Mail

Telephone: 208.263.6866

Facsimile: 208.263.0400 .
be @,n eatherstonlaw.com

Counsel For Pensco/Mortgage Fund

Gary A. Finney, Esq. [ ] US.Mail
Finney Finney & Finney, P.A. [ 1 Hand Delivered
120 East Lake Street, Suite 317 [ v'] Facsimile
Sandpoint, Idaho 83864 [ 1 Overnight Mail
Telephone: 208.263.7712 [ ¥] Electronic Mail

Facsimile: 208.263.8211 Lo
Counsel For J.V., LLC : AW,

D. Toby McLaughlin, Esq. [ 1 US. Mail
Berg & McLaughlin [ ] Hand Delivered
414 Church Street, Suite 203 [ ¥] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.4748 [ ¥'1 Electronic Mail
Facsimile: 208.263.7557 rob intlaw.com
Counsel For Idaho Club HOA/Panhandle Mngmnt tobvi@sandpointiaw.com
Susan P. Weeks, Esq. [ ] U.S. Mail
James, Vernon & Weeks, PA [ ] Hand Delivered
1626 Lincoln Way [ ¥'] Facsimile
Coeur d’Alene, Idaho 83814 [ 1 Overnight Mail
Telephone: 208.667.0683 [ ¥1 Electronic Mail
Facsimile: 208.664.1684 .
sweeks@jvwlaw.pet

Counsel For VP Incorporated/North Idaho Resorts

VALIANT IDAHO, LL.C’S MOTION TO AMEND

DECREE OF FORECLOSURE - Page 3
I\1547 20 \PLD\CV-2009-181 NAmend-Decree Min 150818.docx
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With a copy vig Electronic Mail to:
Honorable Barbara A. Buchanan
Judge of the First Judicial District

Bonner County Courthouse
Richard¥/ Stacey %

215 South First Avenue
Sandpoint, Idaho 83864

VALIANT IDAHO, LLC’S MOTION TO AMEND

DECREE OF FORECLOSURE - Page 4
[\1547.201\PLD\CV-2009-181\amend-Decree Mtn 150818.docx
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Richard L. Stacey, ISB #6800

Jeff R. Sykes, ISB #5058

Chad M. Nicholson, ISB #7506 .
McCONNELL WAGNER SYKES & STACEY fi€
827 East Park Boulevard, Suite 201

Boise, Idaho 83712

Telephone: 208.489.0100

Facsimile: 208.489.0110

stace wssla .0
sykes@mwsslawyers.com

nicholson@mwsslawyers.com

Attorneys For Valiant Idaho, LLC

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC., Case No. CV-09-1810
formerly known as
NATIONAL GOLF BUILDERS, INC.,

a Nevada corporation, MEMORANDUM IN SUPPORT OF

VALIANT IDAHO, LLC’S

Plaintiff, MOTION TO AMEND
DECREE OF FORECLOSURE
vs,
PEND OREILLE BONNER
DEVELOPMENT, LLC, Honorable Barbara A. Buchanan
a Nevada limited liability company; ef al.,
Hearing:
Defendants. September 2, 2015 - 11:00 a.m. PDST

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.

MEMORANDUM IN SUPPORT OF VALIANT IDAHO, LLC’S

MOTION TO AMEND DECREE OF FORECLOSURE - Page 1
[:\1547.201\PLD\CV-2009-18 10\Amend-Decree Memo 150818.docx
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COMES NOW, Valiant Idaho, LLC (“Valiant”), by and through its attorneys of record,
McConnell Wagner Sykes & Stacey PLLC, and, pursuant to Rules 59(e), 60¢a), and/or 60(b} of

the Idaho Rules of Civil Procedure files this memorandum in support of its Motion to Amend

Decree of Foreclosure.

I. PROCEDURAL HISTORY

On August 5, 2015, this Court entered a final judgment awarding Valiant damages against
Pend Oreille Bonner Development, LLC (“"POBD”) in the approximate amount of $16,939,028.00
and adjudicating that three (3) mortgages assigned to Valiant are prior in all right, title and interest
to any interest(s) possessed by POBD and the other Defendants in this case. The Court also entered
a Decree of Foreclosure (“Foreclosure Decree™) ordering the sale of the real property secured by
Valiant’s mortgages in accordance with its terms. Among other things, the Foreclosure Decree
orders and declares as follows:

1. Valiant is entitled to sell that certain real property that was used to secure amounts
POBD borrowed from Valiant (“Real Property”). The legal description of the Real Property is
attached as Exhibit A to the Foreclosure Decree.

2. By virtue of a mortgage Valiant was assigned by R.E. Loans, LLC (“RE Loans”;
“RE Loans Mortgage™), Valiant has a valid first priority interest in and to the Real Property.
Valiant may credit bid the judgment amount secured by the RE Loans Mortgage.

3. By virtue of a mortgage Valiant was assigned by Pensco Trust Co. (“Pensco”;
“Pensco Mortgage”), Valiant has a valid second priority interest in and to the Real Property.

Valiant may credit bid the judgment amount secured by the Pensco Mortgage qfter Valiant has

credit bid the amounts secured by the RE Loans Morigage.

MEMORANDUM IN SUPPORT OF VALIANT IDAHO, LLC’S
MOTION TO AMEND DECREE OF FORECLOSURE - Page 2
1:\1547. 201\PLDACY -2009-1 810\ Amend-Dscrec Memo 150818.doex
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4. By virtue of a mortgage Valiant was assigned by Mortgage Fund ‘08, LLC
(“MF08”; “MF08 Mortgage™), Valiant has a valid third priority interest in and to the
Real Property. Valiant may credit bid the judgment amount secured by the MF08 Mortgage afier
Valiant has credit bid the amounts secured by the RE Loans Mortgage and the Pensco Mortgage.

After the Foreclosure Decree was entered by the Court, Valiant discovered that certain lots
comprising a portion of the Real Property are secured by the RE Loans Mortgage but they are not
secured by the Pensco Mortgage or the MF08 Mortgage. See Declaration of C. Dean Shafer in
Support of Valiant’s Motion to Alter, Amend and/or Reconsider Order For Sale of Real Property
(“Shafer Alter/Reconsider Decl.”), 1 9. As such, Valiant does not have a second or third priority
interest in and to these specific lots and cannot credit bid any of the amounts secured solely by the
Pensco or MF08 Mortgages towards the purchase of these specific lots. The Foreclosure Decree

needs to be altered or amended to clarify and correct this mistake. The lots only secured by the

RE Loans Mortgage need to be sold first.

nO. ARGUMENT
A final judgment should be amended if the District Court determines, in its discretion and
upon reasoned analysis, that the judgment was erroneous. See Farner v. Idaho Falls Sch. Dist.
No. 9I, 135 Idaho 337, 341, 17 P.3d 281, 285 (2000). As described in the Shafer
Alter/Reconsider Decl., there are thirty-one (31) lots comprising a portion of the Real Property
that are not secured by the Pensco Mortgage or MF08 Mortgage. Shafer Alter/Reconsider Decl.,

9 9. As such, this Court should allow Valiant to amend/alter the Foreclosure Decree to correct

this mistake.

MEMORANDUM IN SUPPORT OF VALIANT IDAHO, LLC’S
MOTION TO AMEND DECREE OF FORECLOSURE - Page 3
I\I547.20\PLDACY-2009-1 8 10\Amend-Decres Memo 150818.docx
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1. CONCLUSION

Based upon the foregoing, Valiant respectfully requests that its Motion to Amend Decree

of Foreclosure be granted.

DATED this 19" day of August 2015.
McCONNELL WAGNER SYKES TACEY Lt

BY:

Richard L. Stacey
Attomeys For Valiant Idaho, LLC

CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the 19" day of August 2015, a true and correct copy of the
foregoing document was served by the method indicated below upon the following party(ies):

Bruce A. Anderson, Esq. [ 1 US. Mail
Elsaesser Jarzabek Anderson Elliott & [ 1 Hand Delivered
MacDonald, Chtd [ v'] Facsimile
320 East Neider Avenue, Suite 102 [ ] Overnight Mail

[ ¥'1 Electronic Mail

Coeur d° Alene, Idaho 83815

Telephone: 208.667.2900 e
Facsimile: 208.667.2150 brucea@ejame.com

Counsel For Jacobson, Lazar and Sage Holdings

Brent C. Featherston, Esq. [ ] US. Mail
Featherston Law Firm, Chtd [} Hand Delivered
113 South Second Avenue [ ¥'] Facsimile
Sandpoint, Idaho 83864 [ ] Overmight Mail
Telephone: 208.263.6866 [ ¥'] Electronic Mail
Facsimile: 208.263.0400 bofi@featherstonlaw.com

Counsel For Pensco/Mortgage Fund

MEMORANDUM IN SUPPORT OF VALIANT IDAHO, LLC’S
MOTION TO AMEND DECREE OF FORECLOSURE - Page 4
1\1547.20\PLDACV-2009- 18 10\mend-Decree Memo 130818 docx
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Gary A. Finney, Esq.

Finney Finney & Finney, P.A.
120 East Lake Street, Suite 317
Sandpoint, Idaho 83864
Telephone: 208.263.7712
Facsimile: 208.263.8211
Counsel For J V., LLC

[ ] US.Mail
{ 1 Hand Delivered
[ v] Facsimile
[ ] Overnight Mail
[ ¥'] Electronic Mail

D. Toby McLaughlin, Esq.
Berg & McLaughlin

414 Church Street, Suite 203
Sandpoint, Idaho 83864
Telephone: 208.263.4748
Facsimile: 208.263.7557

Counsel For Idaho Club HOA/Panhandle Mrgmni

] U.S. Mail
1 Hand Delivered
Facsimile
] Overnight Mail
Electronic Mail

Susan P. Weeks, Esq. [ 1 U.S. Mail

James, Vernon & Weeks, PA [ 1 Hand Delivered

1626 Lincoln Way [ ¥] Facsimile

Coeur d’Alene, Idaho 83814 [ 1 Overnight Mail

Telephone: 208.667.0683 [ ¥] Electronic Mail

Facsimile: 208.664.1684 rwi

Counsel For VP Incorporated/North Idaho Resorts W et
With a copy via Electronic Mai] to:

Honorable Barbara A. Buchanan bbuchanan@co.bonner.id. us

Judge of the First Judicial District

Bonner County Courthouse
215 South First Avenue
Sandpoint, Idaho 83864

sezenwa@bonnercountyid.gov

Richard L. §

MEMORANDUM IN SUPPORT OF VALIANT IDAHO, LLC’S
MOTION TO AMEND DECREE OF FORECLOSURE - Page §
1\1547 201 \PLDACV-2009-18 [ ! Amend-Decree Memo 150818.docx
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Richard L. Stacey, ISB #6800

Jeff R. Sykes, ISB #5058

Chad M. Nicholson, ISB #7506

McCONNELL WAGNER SYKES & STACEY L€
827 East Park Boulevard, Suite 201

Boise, Idaho 83712

Telephone: 208.489.0100

Facsimile: 208.489.0110

stacey wsslawyers.com
sykes@mwsslawyers.com

nicholson@mwsslawvers.com

Attorneys For Valiant Idaho, LLC

a4

S~

IN THE DISTRICT COURT OF THE FIRST JUDICIAL DISTRICT
OF THE STATE OF IDAHO, IN AND FOR THE COUNTY OF BONNER

GENESIS GOLF BUILDERS, INC.,

formerly known as
NATIONAL GOLF BUILDERS, INC,,

a Nevada corporation,

Plaintiff,
vs.

PEND OREILLE BONNER
DEVELOPMENT, LLC,
a Nevada limited liability company; et a/,,

Defendants.

AND RELATED COUNTER, CROSS
AND THIRD PARTY ACTIONS
PREVIOUSLY FILED HEREIN.

VALIANT IDAHD, LLC’S MOTION TO ALTER,
AMEND AND/OR RECONSIDER THE ORDER

OF SALE OF REAL PROPERTY - Page 1
[:\1547.201\PLDACV-2009- 18 10\R¢consider Sale-Mtn 150818.doc

Case No. CV-09-1810

VALIANT IDAHO, LLC’S
MOTION TO ALTER, AMEND
AND/OR RECONSIDER
THE ORDER OF SALE
OF REAL PROPERTY

Honorable Barbara A. Buchanan
ea .
September 2, 2015 - 11:00 a.m. PDST
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COMES NOW, Valiant Idaho, LLC (*Valiant™), by and through its atiorneys of record,
McConnell Wagner Sykes & Stacey PLLC, and, pursuant to Rules 7(b)(1), 60(a), 60(b) and/or
11(a)(2XB) of the Idaho Rules of Civil Procedure, moves this Court (1) to alter, amend and/or
reconsider its decision, as stated on the record at the hearing held August 5, 2015, relating to the
order in which lots/parcels are sold during the sheriff’s sale of the lots/parcels identified on Exhibit |

to the Declaration of C. Dean Shafer in Support of Valiant Idaho, L1.C’s Motion For An Order of

Sale of Real Property filed July 21, 2015 (“Shafer Sale Dec.”) and (2) for an order setting an order of
sale of such lots/parcels as determined by the Court after the hearing of this motion.

This motion is made and based upon the records and files herein; the Memorandum in
Support of Valiant Idaho, LLC’s Motion to Alter, Amend and/or Reconsider the Order of Sale of
Real Property, the Declaration of C. Dean Shafer in Support of Valiant Idaho, LLC’s Motion to
Alter, Amend and/or Reconsider the Order of Sale of Real Property, the Declaration of
Charles W. Reeves in Support of Valiant Idaho, LLC’s Motion to Alter, Amend and/or Reconsider
the Order of Sale of Real Property, and the Declaration of Chad M. Nicholson in Support of
Valiant Idaho, LLC’s Motion to Alter, Amend and/or Reconsider the Order of Sale of Real Property

filed herewith; and, all other and further evidence and arguments presented at the hearing of

this motion.

DATED this 19" day of August 2015.
McCONNELL WAGNER SYKES & STACEY #1c

BYF <
“ Richard L. Stacey
Attomeys For Valiant Idaho, LLC

VALIANT IDAHO, LLC’S MOTION TO ALTER,
AMEND AND/OR RECONSIDER THE ORDER

OF SALE OF REAL PROPERTY - Page 2
[1547.26 {\PLD\CV-2009-1810\Reconsider Sale-Mtn 150818.doc
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CERTIFICATE OF SERVICE

I HEREBY CERTIFY that on the 19" day of August 2015, a true and correct copy of the
foregoing document was served by the method indicated below upon the following party(ies):

Telephone: 208.667.2900
Facsimile: 208.667.2150
Counsel For Jacobson, Lazar and Sage Holdings

Bruce A. Anderson, Esqg. [ 1 U.S. Mail
Elsaesser Jarzabek Anderson Elliott & [ ] Hand Delivered
MacDonald, Chtd [ ¥] Facsimile
320 East Neider Avenue, Suite 102 [ ] Overnight Mail
Coeur d’ Alene, Idaho 83815 [ ¥1 Electronic Mail

brucea@ejame.com

Brent C. Featherston, Esq.
Featherston Law Firm, Chtd
113 South Second Avenue
Sandpoint, Idaho 83864
Telephone: 208.263.6866

[ ] U.S.Mail
[ 1 Hand Delivered
[ ¥] Facsimile
[ 1 Overnight Mail
[ ¥] Electronic Mail

Gary A. Finney, Esq.

Finney Finney & Finney, P.A.
120 East Lake Street, Suite 317
Sandpeint, Idaho 83864
Telephone: 208.263.7712

Facsimile: 208.263.0400 ‘
Counsel For Pensco/Mortgage Fund befi@featherstontaw.com
[ ] U.S.Mail

[ 1] Hand Delivered
[ ¥1 Facsimile

[ 1 Overnight Mail
[ ¥1 Electronic Mail

Counsel For VP Incorporaied/North Idaho Resorts

Facsimile: 208.263.8211
Counsel For J.V.,, LLC garyfinney@finneylaw.net
D. Toby McLaughlin, Esq. [ 1 U.S Mail
Berg & McLaughlin [ 1 Hand Delivered
414 Church Street, Suite 203 [ ¥] Facsimile
Sandpoint, Idaho 83864 [ ] Overnight Mail
Telephone: 208.263.4748 [ ¥] Electronic Mail
Facsimile: 208.263.7557 by(@ .
Counsel For Idaho Club HOA/Panhandle Mngmnt toby@sandpointiaw.com
Susan P. Weeks, Esqg. [ 1 US Mail
James, Vemon & Weeks, PA [ ] Hand Delivered
1626 Lincoln Way [ ¥] Facsimile
Coeur d’Alene, [daho 83814 [ 1 Overnight Mail
Telephone: 208.667.0683 [ ¥] Electronic Mail
Facsimile: 208.664.1684 .
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With a copy via Electronic Mail to:
Honorable Barbara A. Buchanan
Judge of the First Judicial District
Bonner County Courthouse
215 South First Avenue
Sandpoint, Idaho 83864

¢

Richard L. Stacey
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