UNITED STATES OF AMERICA JUL Y8 2014
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-15848

In the Matter of

ARMAND R. FRANQUELIN,

Respondent.

RECEIVED

QFFICE OF THE SECRETARY

DIVISION OF ENFORCEMENT’S MOTION
FOR DEFAULT AND MEMORANDUM OF
LAW IN SUPPORT PURSUANT TO RULE
155 OF THE COMMISSION’S RULES OF
PRACTICE

The Division of Enforcement (“Division”), by and through its counsel of record,

respectfully moves for default against Armand R. Franquelin (“Franquelin” or “Respondent’™)

pursuant to Rule 155 of the Securities and Exchange Commission’s (“Commission”) Rules of

Practice. “A party to a proceeding may be deemed to be in default and the Commission or the

hearing officer may determine the proceeding against the party upon consideration of the

record...if that party fails... [tJo answer, to respond to a dispositive motion within the time

provided, or otherwise to defend the proceeding.” Rule 155(a), 17 C.F.R. § 201.155(a). Here,

Respondent has failed to answer or otherwise respond to the Order Instituting Proceedings.

INTRODUCTION

On April 22, 2014, the Commission issued an Order Instituting Administrative Proceedings

Pursuant to Section 15(b) of the Securities Exchange Act of 1934 (“OIP”) against Franquelin.

Respondent was served with the OIP on May 2, 2014 via certified mail with a return of service

through a green card. See Green Card dated May 2, 2014, attached hereto as Exhibit A. The OIP

provides that Respondent must file an answer to the allegations contained in the OIP within twenty



days after service, or by May 26, 2014. To date, Franquelin has not filed an answer or otherwise

responded to the OIP.

LEGAL DISCUSSION

Franquelin was an owner and control person of The Elva Group, LLC (“Elva Group™), an
entity which issued promissory notes and raised investor capital. See OIP at Section ILLA.1. In
connection with the offer and sale of promissory notes, Franquelin made material
misrepresentations to investors regarding, among other things, the security of their investments and
the guaranteed returns he promised. Id. at Section II.B.3. Franquelin misappropriated investor
funds, used new investor funds to pay interest payments to prior investors, and otherwise engaged
in a variety of conduct which operated as a fraud and deceit upon investors. Id. Moreover,
Franquelin sold unregistered securities and acted as an unregistered broker or dealer by soliciting
investments on behalf of Elva Group, receiving investor funds, signing promissory notes issued by
Elva Group and receiving compensation in connection with the solicitation. Id.

On April 18, 2014, a final judgment was entered by default against Franquelin,
permanently enjoining him from future violations of Sections 5 and 17(a) of the Securities Act of

1933 and Sections 10(b) and 15(a) of the Securities Exchange Act of 1934 and Rule 10b-5

thereunder, in the civil action entitled Securities and Exchange Commission v. Armand R.

Franguelin. et al., Civil Action Number 1:13-CV-00096, in the United States District Court for the

District of Utah. In addition to the injunction, Franquelin was ordered to pay disgorgement of
$1,529,749.28, plus prejudgment interest of $709,662.19. Id. at Section I1.B.2; see also Default and

Final Judgment as to Defendant Armand R. Franquelin and Judith E. Franquelin, attached hereto as

Exhibit H.



Rule 155 of the Securities and Exchange Commission’s Rules of Practice specifies that: “A
party to a proceeding may be deemed to be in default and the Commission or the hearing officer
may determine the proceeding against the party upon consideration of the record...if that party
fails... [t]o answer, to respond to a dispositive motion within the time provided, or otherwise to
defend the proceeding.” Rule 155(a), 17 C.F.R. § 201.155(a). In the immediate matter, the Court
can enter default against Respondent because Respondent failed to answer the OIP. Furthermore,
Rule 155(a) of the Commission’s Rules of Practice provides that the allegations of the OIP may be
deemed to be true if that party fails to answer or otherwise to defend the proceeding. Id.

Here, Respondent has failed to file an answer within the time provided by the OIP.

Therefore, the allegations contained in the OIP should be deemed true. See, e.g., Burnett Grey &

Co., Inc., Exchange Act Rel. No. 35490, 58 SEC Docket 2835 (Mar. 15, 1995) (allegations in order

instituting proceedings deemed true upon respondent’s default); Center For Fin. Planning, Inc.,

Exchange Act Rel. No. 35372, 58 SEC Docket 2276 (Feb. 14, 1995) (same). Consequently, the

only question that remains for the Court is what remedies are appropriate under Section 15(b) of

the Exchange Act.

1. Respondent Should be Barred from Association with a Broker, Dealer, Investment
Adviser, Municipal Securities Dealer, Municipal Advisor, Transfer Agent, or
Nationally Recognized Statistical Rating Organization, or from Participating in an
Offering of Penny Stock.

This proceeding was instituted pursuant to Section 15(b) of the Exchange Act. Section

15(b)(6)(A) of the Exchange Act provides:

[w]ith respect to any person who is associated, who is seeking to
become associated, or, at the time of the alleged misconduct, who
was associated or was seeking to become associated with a broker or
dealer, or any person participating, or, at the time of the alleged
misconduct, who was participating, in an offering of any penny
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stock, the Commission, by order, shall censure, place limitations on
the activities or functions of such person, or suspend for a period
not exceeding 12 months, or bar any such person from being
associated with a broker, dealer, investment adviser, municipal
securities dealer, municipal advisor, transfer agent, or nationally
recognized statistical rating organization, or from participating in an
offering of penny stock, if the Commission finds, on the record after
notice and opportunity for a hearing, that such censure, placing of
limitations, suspension, or bar is in the public interest.

15 U.S.C. 780(b)(6)(A).
Section 15(b)(4)(C) of the Exchange Act authorizes the Commission to place limitations
on the activities of a person if he or she has been enjoined from engaging in or continuing any

conduct or practice in connection with activities as a broker or dealer in connection the purchase or

sale of a security, if it is in the public interest. 15 U.S.C. § 780(b)(4)(C); see also Vladislav Steven

Zubkis, 86 SEC Docket 2618 (Dec. 2, 2005).

“It is settled that the public interest criteria are those set out in Steadman v. SEC, 603 F.2d

1126, 1140 (5th Cir. 1979) aff’d on other grounds, 450 U.S. 91 (1981).” Id. As set forth in

Steadman, the factors that have been deemed relevant to the issuance of a bar are “the
egregiousness of the defendant’s actions, the isolated or recurrent nature of the infraction, the
degree of scienter involved, the sincerity of the defendant’s assurances against future violations,
the defendant’s recognition of the wrongful nature of his conduct, and the likelihood that the
defendant’s occupation will present opportunities for future violations.” Steadman, 603 F.2d at
1140. Here, Respondent’s conduct was repeated and egregious and he acted with a high degree of
scienter.

First, Respondent’s actions were not isolated but occurred over several years, affecting

numerous investors. From January 2006, through August 2010, Respondent raised approximately



$12 million from more than 130 investors by making repeated misrepresentations and omissions
regarding their use of investor funds, the risks of the investments, and the safety of investor funds.
OIP at Section I1.B.3; see also Declaration of Marie Tovino (“lovino Dec.”), attached hereto as
Exhibit B at f 3-4.

Second, Respondents actions were egregious and Respondent acted with a high degree of
sceineter. Respondent, among other things, made material misrepresentations and omitted to state
material facts about the security of the investment and the guaranteed returns. OIP at Section
11.B.3. Representations minimizing risk or asserting there is no risk constitute a material

misrepresentation. CFTC v. Commonwealth Fin. Group, 874 F. Supp. 1345, 1351 (S. D. Fla.

1994); see also, SEC v. Manus, No. 80 Civ. 724, 1981 U.S. Dist. LEXIS 15317, *23 (S.D.N.Y.

Oct. 7, 1981) (representation that an investment involves “no risk™ is “undoubtedly material™).
Respondent assured investors that there was no risk in investing with Elva Group.
Declaration of Donald Ray Booth (“Booth Dec.”), attached hereto as Exhibit C at § 9. Respondent
told investors that Elva Group was a successful business when in fact it never made any profits.
Booth Dec., Exhibit C, at § 14; Testimony of Terri L. Urquiaga (“Urquiaga Dec.”), pp. 32-33, 37-
38, attached hereto as Exhibit D; Testimony of Martin Pool, pp. 93, 159, 211, 216, 234, attached
hereto as Exhibit E. In addition, despite defaulting on the property that Elva Group was supposed
to be developing, Respondent continued to solicit investor funds for the stated purpose of
developing Haven Estate. See Notice of Default, attached hereto as Exhibit F; Letter from Thomas
S. Tranovich to The Elva Group dated November 15, 2010, noting investments made in December

2008, attached hereto as Exhibit G.



More importantly, Respondent made misrepresentations and omissions to investors about
the use of investor funds, which Respondent claimed would be used to develop real estate. Instead
of using funds are represented, Respondent used at least $4.75 million of the $12 million raised
from Elva Group investors to repay earlier investors their principal and interest — effecting a Ponzi
scheme. Jovino Dec., Exhibit B at § 6; see also, Urquiaga Test., Exhibit D, pp. 32-33. Respondent
also used investor money to pay more than $900,000 in Elva Group’s business expenses and
misappropriated at least $1,529,749.28 investor funds for his own personal benefit which was not
disclosed to investors. lovino Dec., Exhibit B at §f 7-8. As the owner and control person
overseeing Elva Group accounts and making business decisions for Elva Group, Respondent knew
or should have known that his representations to investors regarding the safety of the investment
and the use of investor funds were false as he ran the day to day operations of Elva Group. lovino
Dec., Exhibit B at § 5; Urquiaga Test., Exhibit D, pp. 24-25.

Not only does Respondent have a clear history of securities law violations spanning several
years, but Respondent, being 57 years of age, also has the opportunity to continue to violate the
federal securities laws by employing similar fraudulent schemes in the future. Finally, Respondent
has offered no assurances against future violations or recognized the wrongful nature of his
conduct as he has failed to respond to the allegations of the OIP and did not oppose or otherwise
respond to the Complaint filed in the underlying civil action. See Default and Final Judgment as to
Defendant Armand R. Franquelin and Relief Defendant Judith E. Franquelin, attached hereto as

Exhibit H.



Such conduct warrants a permanent bar from association with any broker, dealer,
investment adviser, municipal securities dealer, municipal advisor, transfer agent, or nationally
recognized statistical rating organization, or from participating in an offering of penny stock.

CONCLUSION

For the foregoing reasons, the Division respectfully requests that the Court grant its default
motion and issue an order barring Respondent from association with any broker, dealer, investment
adviser, municipal securities dealer, municipal advisor, transfer agent, or nationally recognized

statistical rating organization, or from participating in an offering of penny stock.

Mém@

Daniel J. Wla\iley
Counsel for Division of hnforcement
351 South West Temple, Suite 6.100
Salt Lake City, UT 84101
Telephone: (801) 524-5796

Dated this 7th day of July 2014.
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EXHIBIT B



UNITED STATES OF AMERICA
Before the
SECURITIES AND EXCHANGE COMMISSION

ADMINISTRATIVE PROCEEDING
File No. 3-15848

DECLARATION OF MARIE E. IOVINO
In the Matter of

ARMAND R. FRANQUELIN,

~ Respondent.

I, Marie E. Iovino, pursuant to 28 U.S.C. § 1746, declare as follows:

I. I am over the age of 21 and a resident of the State of Utah. I am a Paralegal
Specialist with the United States Securities and Exchange Commission, Division of Enforcement
(the “Division”). I have been employed by the Division for ten years.

2. As part of my duties with the Commission, | was assigned to the team that
investigated The Elva Group, LLC (“Elva Group”) and Armand Franquelin (“Franquelin™). Part of
my duties included reviewing Elva Group’s bank records.

3. My review of Elva Group’s bank records shows that from 2006 through 2010, the
majority of funds deposited into the Elva Group bank account at Wells Fargo Bank, account
number XXXXXX4364, came from Elva Group investors and totaled approximately $12 million.
See Quicken report “Banking Summary-All dates”, attached hereto as Exhibit 1, income line
“Investor”.

4. Based on my review of the bank records, from 2006 through 2010, approximately

130 investors invested funds with Elva Group.



5. Franquelin controlled the Elva Group bank account and had signature authority for
the Elva Group Wells Fargo Bank account number XXXXXX4364. See Addendum to Certificate
of Authority, attached hereto as Exhibit 2.

6. Based on my review of Elva Group bank records, Franquelin used approximately
$4.75 million of the $12 million from investors to make purported interest payments to earlier
investors. Exhibit 1, expense line “Potential Inv. Interest or Prin. return”.

7. In addition, the bank records also reflect that at least $900,000 of investor funds
was used to pay business expenses of Elva Group. Exhibit 1, expense line “Elva Business
Expense.”

8. The bank records further reveal Franquelin or his company, Franquelin Enterprises,
received at least $1,529,749.28 of investor funds. Spreadsheet “Funds to Armand Franquelin”,
attached hereto as Exhibit 3.

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

Executed in Salt Lake City, Utah on July 7, 2014.
A

| /. /](i Y7, @wf/[;r(/ﬁcaw

i
<

Marifj:fE. Tovino

{
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Banking Summary - All Dates

1/1/2006 through 7/3/2014

1/1/20086-

Category 71312014
INGOME - P B
Uncategorized 2,082,792.31
Interest Inc -15.69
Investor 12,110,211.56
Transfer from another account 1,318,277.93

TOTAL INCOME

15,511,266.11

EXPENSES daty o
Uncategorized 4,793,541.63
Cash Pool 1056,500.00
CC Payable American Exprs - 27,295.59
CC Payable Judy Franquelin 392,740.62
CC Payable Martin Pool 1,500.00
CC Payable To Armand Franquelin 1,015,517.00
CC Payable To Harbor Capital Partners 50,000.00
CC Payable To Harbor Real Estate Fund 50,000.00
CC Payable To Martin Pool 863,510.00
CC Payable To Rob Levine 14,000.00
CC Payable To Yogi Gillland 12,160.00
Elva Business Expense 904 372.77
Franquelin Cash 144,226.28
Franquelin Enterprises 269,206.00
New Vision 26,500.00
Not Identified 137,842.36
OC Payable To Carol Avendano 3,000.00
OC Payable To Uintah County Tresurer 4,488.03
OC Payablet To Maple Ent.Investing 5,805.23
Other Bank account Destiny Funding LLC -10,350.00
Potential inv. interest or prin. return 4,750,983.10

TOTAL EXPENSES

13,561,838.61

25,000.00
3,000.00
74,000.00
3,000.00

Page 1
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Funds to Armand Franquelin

Date Memo

‘Amaount

Official Check Made Payable Franquelin Enterprises -

2/8/2006 0618805528
2/ l?fznoﬁ'Check # 1002 to Franguelin Enterprises
3/14f 2005 Check # 1007 to Franquelin Enterprises

4/7/2006 ‘Check ¥ 1014 to Franquelin Enterprises
4/14,’2005ICheck # 1018 to Franquelin Enterprises
5/18/2006 Check # 1030 to Franquelin Enterprises

GIEIIUDGfCheq_k_ # 1041 to Franquelin Enterprises
6/20/2006 Check & 1044 to Franquelin Enterprises
6/29/2006 Check # 1055 to Franquelin Enterprises
7/12/2006 Check #1056 to Franquelin Enterprises

Cashier's Check Payable Armand Franquelin -

7/27/2006 0618802707
8/10/2006 Check # 1095 to Franquelin Enterprises
8/17/2006 Check # 1103 to Franquelin Enterprises
8/23/2006 Check # 1105 to Franquelin Enterprises
8/29/2006 Check ¥ 1107 to Franquel:n Enterprises
10/2/20086 Check # 1138 to Franquelin Enterprises
10/6/2006 Check # 1155 to Franquelin Enterprises
10/26/2006 Check # 1169 to Franquelin Enterprises
11/2/2006 Check # 1187 to Franguelin Enterprises
11/10/2006 Check # 1190 to Franguelin Enterprises
11/13/2006 Withdrawal
11/16/2006 Wire Out
11/28/2006 Checkd 1206
12/4/2006 Wire Out
12/15/2006 Check 4 1230
12/20/2006 Withdrawal
1/3/2007 Withdrawal

Cashier's Check Payable Armand Franquelin -

1/12/2007 0618802880
1/23/2007 Withdrawal

_ Bates Number

$10,000.00;UDS-Bank
$10,000.00/UDS-Bank

525 DD_D'I}O UDS-Bank

$5,000.00! UDS—Bank

$20,000 00|UDS Bank:

51? 000.00 UDS-Bank
 $19,406.00 UDS-Bank

$8,000.00 UDS-Bank
$10,000.00 UDS-Bank:
$17,000.00 UDS-Bank
$1,000.00 UDS-Bank
$6,000.00 UDS-Bank
""$17,000.00 UDS-Bank

$19,800. OO_UDS -Bank

$30,000.00 UDS-Bank-
$20,000.0 -UDS5-Bank-

$10,000. 00 UDS-Bank-
$10,000.00 YDS-Bank-
$17,000.00 UDS-Bank-

515,000.00 UDS-Bank-

$10,000.00 UDS-Bank-




Funds to Armand Franquelin

Date Memo

1/31/2007 Check # 1290
2/2/2007 Check # 1292
2/8/2007 Check # 1298

2/15/2007 Check # 1317

2/28/2007 Wire Out
3/6/2007 Check # 1336

3/14/2007 Check # 1346

3/15/2007 Check 8 1347

3/21/2007 Check ¥ 1390

3/27/2007 Check # 1391

.4/2/2007 Check # 1404
4/2/2007 Check # 1403

4/11/2007 Withdrawal

4/19/2007 Withdrawal

4/30/2007 Withdrawal
5/4/2007 Withdrawal
5/7/2007 Withdrawal

5/25/2007 Check # 1493

5/31/2007 Check # 1496

6/8/2007 Withdrawal
Official Check Payable Armand Franquelin -
6/11/2007 0618812400
6/26/2007 Check # 1554
6/26/2007 Check # 1553
6/28/2007 Check # 1556
6/29/2007 Check # 1558
7/17/2007 Check # 1618
7/25/2007 Check # 1626
?/31!200?ICheck #1629
Cashier's Check Payable Armand Franquelin -
8/14/2007 0618803130

Amount '[Bateg_hll._lm_her

... 55011667 S-Bank-

L. 330,000.00/U

Distribute $19,000 to Judy via
|Cashier's Check

$22,000.00
_$20,000.00|UDS-Ban!

$11,500.00

$18,000.00’ UDS-Bank
$2,500.00 UDS-Bank
$7,000.00 UDS-Bank
$3,000.00
$20,000.00 UDS-Bank
510,000.00 UDS-Bank-
$10,000.00 UDS-Bank- o
' 515,000 used for Cashier's Check
$15,000.00 UDS-Bank- for Pool
PRO0000 105 Benle
$10,000.00 UDS-Bank-
$18,000.00 UDS-Bank-
53,000.00 UDS-Bank-|
$25,000.00 UDS-Bank-
$25,000.00 UDS-Bank-
$28,000.00 UDS-Bank-

$15,000.00 UDS-Bank-




Funds to Armand Franquelin

Date Memo

Cashier's Check Payable Armand Franquelin -

8/22/2007 0618803142
8/30/2007 Check # 1704

‘Cashier's Check Payable Armand R Franquelin .

9/13/2007 0618803160

Cashier's Check Payable Armand Franguelin -

9/18/2007 0618803165
9/28/2007 Withdrawal
10/2/2007 Check # 1774
10/10/2007 Check # 1778
10/23/2007 Check # 1838
10/26/2007 Withdrawal
11/2/2007 :Check # 1843

‘Official Check Made Payable Armand Franquelin -

11/9/2007 0618813128
11/15/2007 Check # 1901
12/18/2007 Withdrawal

1/3/2008 Withdrawal

1/3/2008 Check # 1988
1/23/2008 Check # 2030
1/30/2008 Check # 2060

2/4/2008 Check # 2070

Cashier's Check Payable Armand Franquelin -

2/14/2008 0618803318
3/3/2008 Check # 2154
3/6/2008 Check # 2157

3/13/2008 Check # 2231

3/20/2008 Check # 2240
4/2/2008 Check # 2293

Official Check Made Payable Armand Franquelin -

5/23/2008 0618814152
6/2/2008 Withdrawal
6/4/2008 Withdrawal

[Amount iBates Number _ |Comments

__ $24,000,00,UDS-Bank-
| $18,000.00- UDS-Bank-

$15,000.00 UDS-Bank-

$35,000.00 UDS-Bank-
$5,100.00, UDS-Bank-
$13,000.00 UDS-Bank-
$10,000.00/UDS-Bank-
$15,000.00|UDS-Bank-§
$22,000.00{UDS-Bank-
~ $15,000.00{UDS-Bank-

$5,000.00 UDS-Bank-
$15,000.00 UDS-Bank-
$5,000.00 UDS-Bank-
$5,000.00 UDS-Bank-|
$11,500.00 UDS-Bank-
' $25,000.00 UDS-Bank-
$11,000.00 UDS-Bank-
$25,000.00 UDS-Bank-E -
$18,000.00 UDS-Bank-
$15,000.00/UDS-Bank-
$3,000.00 UDS-Bank-
$15,000,00 UDS-Bank-
$15,500.00 UDS-Bank-
$3,000.00 UDS-Bank-

$5,100.00 UDS-Bank-
$10,000.00 UDS-Bank
54,000.00 UDS-Bank-E




Funds to Armand Franquelin

Date 'Memo
6/13/2008 Withdrawal
6/18/2008 Withdrawal
6/20/2008 Withdrawal
7/11/2008 Withdrawal
7/11/2008 Withdrawal
7/24/2008 Withdrawal
7/30/2008 Withdrawal

EISIZDOS_WR hdrawal
8/26/2008 Withdrawal
9/10/2008 Withdrawal
9/13/2008 Withdrawal
10/9/2008 Withdrawal
10/16/2008 Withdrawal
Cashier's Check Payable Armand Franquelin -
10/17/2008 0618803570
Official Check Payable Armand Franquelin -
10/17/2008 0618814858
11/6/2008 Withdrawal
11/24/2008 Check # 2811
12/12/2008 Check # 2834
Official Chack Made Payable Armand Franguelin-
12/15/2008 0618815213
12/18/2008 Withdrawal
12/24/2008 Check # 2853
1/2/2009 Check # 2858
1/12/2009 Withdrawal
1/16/2009 Check # 2867
2/6/2009 Check # 2874

~2/20/2009 Withdrawal

"3/3/2009 Check # 2894

3/13/2003 Check i 2904
4/22/2009 Check # 2935
5/1/2009 Check # 2944

(Amount B i
~__$1,500.00/UDS-Ba
$15,000.00
$2,000.00]L
$2,000.00{U
515,100.61

"$8,000.00 UDS-Bank
$2,500.00 UDS-Bank
$1,500.00 UDS-Bank

$1,000.00 UDS-Bank
$17,500.00 UDS-Bank

$1,000.00 UDS-Bank
$1,500.00 UDS-Bank
$11,000.00 UDS-Bank

$1,000.00 UDS-Bank
yhATRI0 GUS-Bagk

56,608.00 U DS-Bank

$2,000.00|UDS-Bank
»18,265.001UDS-Bank

$1,500.00{UDS-Bank




Funds to Armand Franquelin

|Date Memo
5/15/2009 Check # 2949
6/8/2009 Check # 2968
6/11/2009 Check # 2571
6/17/2008 Check # 2978
6/23/2009 Check # 2981
7/6/2009 Check # 2992
8/6/2009 Check # 3020
9/1/2009 Check # 3040
9/24/2009 Check # 3065
10/13/2009 Check # 3078
10/29/2009 Check # 3085
11/18/2009 Check # 3093
11/24/2009 Check # 3117
12/21/2009 Check # 3125
12/22/2009 Withdrawal
12/23/2009 Check # 3127
12/31/2009 Check # 3130
1/14/2010 Check # 3135
2/9/2010 Check # 3148
3/29/2010 Check # 3158
4/9/2010 Check # 3165
4/16/2010 Check # 3174
4/23/2010 Check # 3178
5/25/2010 Check ¥ 3182
5/26/2010 Withdrawal

7/2/2010 Check # 3191
7/6/2010 Check # 3192
8/6/2010 Check 4 3200

Total

$22,000.00,UDS-Bank
$1,000.00;UDS-Bank
$3,800.00°UDS-Bank
$1,000.00 UDS-Bank
$16,000.00 UDS-Bank
$10,000.00 UDS-Bank
$2,000.00 UDS-Bank
S?_,QQD.GD UDS-Bank
$19,000.00 UDS-Bank
$3,000.00 UDS-Bank
$5,000.00 UDS-Bank

£ $18,500.00 UDS-Bank
$9,400.00 UDS-Bank]
52,500.00 UDS-Bank
$1,600.00 UDS-Bank
$2,000.00 UDS-Bank
$18,500.00 UDS-Bank
$8,800.00 UDS-Bank
$16,300.00 UDS-Bank
$1,000.00 UDS-Bank
$3,000.00 UDS-Bank

__|Amount  IBatesNu

$1,000.00 UDS-Bank
1$1,400.00 UDS-Bank

" $1,529,749.28




EXHIBIT C



1. Donald Ray Booth, under penalty of perjury declare as follows:

1. 1am over the age of 18 years and | make this declaration based upon my personal knowledge.

If called 10 testify. | could and would competently testify o the following facts.

1 reside in Everett. Washington.

[

I met Armand Franquelin (“Franquelin™) through a James Smith Real Estate Investment

Lo

Seminar held in Las Vegas. Nevada in 2007 for which 1 paid approximately $10.000 to

attend.
4. During the seminar, Armand Franquelin discussed Destiny Funding which he described as a

vehicle for self-directed IRA’s. His wife. Judith Franquelin spoke, as did Martin Pool.

After the seminar, | transferred my IRA to Destiny Funding in the amount of $28.000.

A1

6. Franquelin began to contact me frequently to advise me to invest my IRA. Franquelin told
me that | could eam 12% annually if | invested through him in the Elva Group.

7. Franquelin said the Eiva Group was investing in real estate and my money would be invested
with the Elva Group for this purpase. | received no written documents regarding the
investment. but understood that my money would be used. along with other investor money.
for a variety of real estate investments and the Elva Group would make all decisions about
the money and | would be guaranteed 2% for a yvear or 1% per month.

8. Ttold Franguelin that I would nced my investment liquidated within 60-90 davs and
Franquelin said he could arrange a short term investment for me.

9. 1told Franquelin that | had $30.000 dollars T could invest but that was all the money | had
and [ couldn’t risk losing it. Franquehn told me not to worny and it would be fine.

10. My income in 2009 was approximatels S20.000. Prior to making my investment is the Lyva
Group. Franguelin did not ask me any questions about my income or emplovment or

imvestment objectives,



11. 1 invested $30.000 in the Elva Group in April 2010. A true and correct copy of the Sterling
Trust Entity Direction of Investment paperwork is attached hereto as Exhibit 1.

. Franquelin sent me a promissory note that states | would reccive $30,600 on June 10, 2010.
A true and correct copy of the Executive Summary and Promissory Note and Loan
Agreement is attached hereto as Exhibit 2.

13. I contacted Franquelin shortly after June 10, 2010 to request the return of my investment
principal including accrued interest. Franquelin saia he had some delays getting my money
back to me.

14. 1 continued to contact Franquelin frequently to find out where my money was and Franquelin
continued to make excuses. Franquelin told me that he hafd a lot of projects in the works and
bragged about all the deals he was working on. Franguelin told me about an investment in
South Africa he was working on and said the Elva Group was getting $15 million from South
Africa for marketing services and as soon as that money vwas received by the Elva Group,
they would send me my money.

15. Once when | called to question when my money would be returned. Franquelin angrily told
me that his partner was in the hospital and that | needed 10 stop calling so frequentiy and that
calling wouldn't get me my money any taster.

16. When 1 asked Franguelin how many people were in line ahead of me 1o get paid out of their

investment. Franquelin said there were less than 10 others waiting to be paid.



T e e e

17. My last date of contact with Franquelin was approximately October 2010. When 1 called the
Elva Group/Destiny Funding office number. it had been dif;;cozmected. When [ called
Franquelin’s cell number. 1 could leave a message but Frax;qtlclin never answered, nor did he
ever retumn any of my calls.

[ declare under penalty of perjury that the foregoing is true and correct:to the best of my knowledge and
Dated this /2 day of // Z N 2012,

Rt go»{m

Donald R. Booth

belief.

)



EXHIBIT 1



1MAR-01-2012 THU 04:58 PH UT SECURITIES DIVISION FAX HO. 8015306011 P. 14/28

PO. Box 2526 ENTITY
Viaco, TX 76702-2526 _ :
PHONE: B00-955-3434 (option 2}, 254-751-1505 (optlon 2) Direction of "”Vig’:’ri’;;
FAX: 254-751-0872 , :

¥ ‘mpa;wm; E-MAlL: IRASarvicas@SterllngTrustCampany.com

PLEASE PAINT CLEARLY, ADELAY N PROCESSING MAY OCCUR IF INSTRUCTION IS UNCLEAR.
( T YOURRETIREMENT AGCOUN mraumm‘mm

|{wesarimatom FanE - AT NG
Donald Booth fh

5} New Purchase K ' | [ Addltlonal Purchase®

*An additlonal purchase or add-en accurs when addltlonal funds are seht out for additinal shares or percentage of owner-
ship-ofan enblty that was previoushy purchased by your account. :

evtryrvesr X 1ie I ccopontion K tanatmse 1 cimiet paeneratp 1 sote veantwre

[ ower ]
..... Srspamition o S IR e T—— by e
SUEIGH.Q‘FTI:R ‘*‘3” BORPORM'IONS .-\ Rct:r\mcm “.::cc.srt mny I‘-UI n‘\csi lu 2 Sﬁbnhapr*r S” Cmraticn.
Fuprygreseies BEAAS AT ar iR tes CRRR R TR FETT PRI s
. [rvesmer e iang : AT
Tho Elva Group _ - : {801) 762-0280 -
ADDAESS o _ STATE ZPCooE
968 E. Ghﬁrrbﬁrs Simal Sull'5 - Qgden : uT B4403
LIBT ‘mm&:i':'sr'j'ﬁp INPQ Rr,q.q"rlon : . :
MANAGERSTILE ;
& ceo/prasident E] Tristee [ General Partner [ Maneging Member _[:] Other
LAHAGERS HAVE g FHONE RUSEEER
Armnand Franquelin {801) 762-0800 : :
ADDRESS - am STATE BPCODE
988 .E. Chombers Stroot Sulte 5 Oytean - ur 84403

How rany unlts/shares are belng prirchased by this ateount? _ s Price-per unft/sharet 5
Whatpercentage ol thi nvestment vill be owned by thlz aczount . ~16s

EJ NO, this Investment cloes not have any decuments thay
nced to l:e slgned,

IF MORE LIHE‘S‘;\HENECESS To EJ ndditmnuidxume,m' mucmsvn 1ratc mee.tllled nl.‘.d VAT

ELITLETE AT

EUNL N0 TRUAT, Ten 5, Rev 0, 230000



HAR-01-2012 THU 04:58 PM UT SECURITIES DIVISION FAK NO, 8015306011 . 15/26

PO.RoX 2526 ENTITY
Wazo, TX 76702-2526 Directionrof Investment
PHONE: 800-955-3434 (optlen 2), 2547511505 foptlon 2) page 26l's
FAY: 2547510872 .

E-MAtL: IRASerdcesdSterlin gTrestCompany.com Account Numbar E :

| 5 .'Bﬁ Yﬂﬂﬁ DOCUMENTS SHOW BROPER OWNERSHIP

* Lam making onInvestmant thlad dlzectly: tamy RA. [fnvestimont iitllng shown In Quotations?)
SEQUITY TAUST COMPANY, d:b, s STERLING THUST CUSTODIAN FBO _ACCOURT HOLBEALS HANE  IRAY

¥ {ammakdnganinvestment litled diractly to my s¢count and my account wiil ba jessthan 1905 owner {Invsimentiiling shown
In*Quotations’) “EQUITY TRUST COMPANY; dubn, STERLING TRUST CUSTODIANFBO_4 CLGURT ROIBER'S HALE iRA,
PERCENTASE O0F NOYEQWNED 8Y ALCOMNT %, UNDI‘HDED iﬂ'rgﬁggrn

rf'm'uc Whou p;lrchnah}gnn ;s;c; for yo,: a;c;um il impl:i“‘lli\'b that e s pmpcdy Hiled, Siarls g Trust wilt not neotpt any Jnvestmenia
which ass nol pm_nrn:ly tied.

(TR P P ¢

Ll T LR e T T L]

EERLTITT Rty LT ELEITEE R LT R R

T T TraRTR T TYe

" AVAILABLE GASH FUNRE Cleareatunds mua: tx: avallabla In order 1o ek . inmtmenr,

B A L L R R At R P T R T e L L T R P e ST T

Eﬂg_g}gn FUNDS.BY WIRE"* (swwu:snc&mmmcnumowu B ©oa P et
ATEQUESTED AMOLUNT OF FUNRS '
$30,000.00 )
SANKHAME ; DANK PHORE NUMBER
Wall Fargo Bank [861)-‘1?’5 1600
A ROUTIG § (.EIGTS) "

?o;tcremnu
The Elva Group

[CTsenprinps oy cpegyer * -
NEGUZSTED ANDUNT OF FUNDS

BAKE CHECKPAYABLETO

KUATL CHECK T

jADpAess r:u‘s' ) : JNATE 7 (ocE

[ CASHIER'S CHECH{$50.00) [0 REGULARCHECK QVERRIGHT MAIL (325.00) - [T} IEGULAR CHECK REGULAR MAIL RO CHARGE)

'Dmmghr.’x‘aﬂﬁtqmcd Y
AHEunds will‘bu santiachacksn ci sent In aceordance to tha Subscriptl‘un Dommp nf/investment Pwperworl. 1fna optianis ehosens

HOwW! M)Lﬂ.uvou LIKE nucumm 'S SEN = v L leriieSln E N
Al procossed documents wilt ba maflad to the address Bsted Belaw, ¥ youswould ke to have the décurentéfaskied o émalled *
befere they age moiled,please r,cm,,!ero the fax® andfer emall® sectionis) In additon to the mell sectlon. Sterling Trust can retaln
the precessed docements In our safekeeping veuitin How of malling, but 2fl decuments must be :on’pkma andsigned by all partes.
‘Uo'ify with Irw:rs trment sponsor to determine f orlainal docurnents ore required,
Q [m{ FUore : ; [ ATERToR % J
- faio - ' |
© [anomsss : iy ETATE Tp-CoRt
g :
a0 : .
R )
B Send Overnlght Mall {($25.00) ‘[_j Sond Regutor Jall E} Mal Dotuments vath e Chock
[ o6l 1o Third Party: Tt Perty Account Number Third farty 2ip Code
Fedix {1 ups :
T, Ve ATETees TTRAImGHN
4y

P AN TALET DR A b L A
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e ot  P.O.Dex 2525 . ENTITY
RUHHNNE| Vaco TX 76702-2526 Direction of Investment
(THLE PHONE: 800-955-3434 (opticn 2), 254-751-1505 (option 2) -pjﬁ_ds
S X i FAX: 254-751-0872
et AL IRASerVIces@StaringTrustCompany.com Account Numbe, 3

B DHOCEbSlNG {CHECK ONE GHTLON)

PTIDN idz

OPTION #1 ;
& BXPEDTED PROCESSING SURVICE* (350.00) I:] NORMAL PROCESSING BORVIGH
Ithere s sufficlent cash Inyour azcount 1o process the ransacilon, HNormal Investmant processing will bs completed In spprevimarely
expadited processing requests will ganarally b2 completedin 3business days unless comecilens are requlred.

approwimately 1 bustnessday vnless corractions are ragulired.

SAitlyoligh tha feaiurs dom not puaantes sama duy service i does pueran-
fea thet your téquestwlifbe, mmxtﬁ before oihesron-arpecied reqests,

Howr wou}d you llkem pay for any .'[»tf‘\fce related fees assndau:d with this transactioni: By ehecking the credit card bmc.ycuamhorlm
Stagling Trust to charge this c2 nf for all service refalad fees associated with this transactlon (if -‘.pp!lu ble).

Choosen payment inethed: ’ ‘ i
CreditCard:  [IVISA [ MasterCard ] DeductFues from Account [J CheckEnclosed .

CnrdNumme !_| | l ’ ] _l_l I I | I l I ] ]
Expires: r[ Ifl T [ i ]

IMPORTANTSACCOUNT OWNER MUST CHECRIONE OF THEIFOLLOWING: ===

. I rapresent that ) sm notan officer or ditector of the offedng entity and/or borrower: or any affillate thereef, hor am{ ralated 1o
any officer or director of tho offering entity anddor borrovser or any offillate thereef, Txlioreprosent that my ownonhip ofthis
entlty {comblned with any family member or disqualified persen) willbe less than'50%,

[ teepresentand discose thatd am an officer or director of tha offering entity andfes boriower or Its affillate, or thet! 2m
relared 10 an officer or director of the offering entlty andl/or berrewer or Its affillate. The nature of therelatlonship and the
combined percentage of the-cntly ovmned by iny Account, any famlly momber or disqualified personare as follows;

Nature of Relatlopship L : ]- Percentage Owned % [ ]

Bimbs braalaedave et ARRRAd ia R craresads wreanenyl

CRL NIRRT DAL A Thararae cennay Sl

IMI’ORT:\\‘ It ]’tonsc Elmrr: TIUH ‘|.’0n llcnd I‘hc Tulluwing l)lnlonuros chfurn Ymt Sign :‘\nd I)nrc T‘hese Duru mmt.s.

O T LI R Lt T L L LN T R T T T PRV SR PRPe Fpearhaan g habaisy I Ty B TP AR Y P LTI TR PR T P R

3. Baulty Trual Campany, dha. Sterkiag Trast (Custoddian) daes nat of (e aay. Lo ey putehasaor tell o mihlizlyheld L:u:r!ty on my hc!::h: it mmy own dhiectlen
vaitmant advice, uor does it eavdorzs 20y Invasrnent, Iiveelinent peodhiat o fie thretigh s aMiate thatizcalvern someizzion Yor such runiaciion.
Vealpment stralepys wnd Catadian dees nar erdono nay fraacialadvider m% ; o, Cowodian fa nsidier an 2gent nor o represcomtive of any Investment propram
tls

qzniative, heoker, of other |..a:tr!m'u!\“:11 whlyan b maud sekeeled by me ar ether eallly In whieh oo whih which 1 7 may knveal; and ray sloabenca, pie

my erwn reapnmslhilliy to perfoe proper due dilig=ace whh reganl 1o any auth meter, intreial ndviser; broker or cihet ¥ Iovolvead in the pmhmc;n o-of
represontstlve, ﬁmuﬁi'l ailvlsas, beaker or cihee gacy, Any review peelomicd by my Investuent shall o 'mnaldwfd my oa:li_,cns and represeiiayva and nog tha
Cusiodien with reapect to Investment chall be salely Jor Cusipdlan's avm pur- agentor repieseninive of Custodian, Cuuloding hias no dity of reepansibilicy 1o
_posea of deremitnbng the sdmindsantivs feasibiliny of 1o lnverment <nd I oo .m..mip.: or reaka tocozusendalians a8 10 my choles of afenl Cunordaa thell
way sHoull be consrusl a1 an endomemcnt of ey {nvesimapt, lavesimea eom- a1 b 223p0Rikle (o of Bound by nimy teprotantztiow, warrsmiizy, Masnonms ot
paay of leveasment atralegy, In sidition ha secspinnce of suy laveanaenl dheuld w-ﬂ IIr'..nu mavte by such paoiy,
G0L-bE CORstcd 8 30 FaaEML Ol any avestmos, inveimest SOAARE B £ Custodian bs aztlag solely 8 preshve cnsindlan to hold Betlreoient Ascoust
lnvesiment smntezy; : ? sssels sl In oo othee cepachy, an afiliate rmay secclve s commbasion Iy connes-
2. This investizent le.oed FDIC Innwod aad may lore valve, Tn pdditlon (he mvest- ton with a0 upsolichied pus m-: ot sala of o publicly-cradad sscuriy. Cuttadian
_fmanl pelecizd by the endersipesd iay Ik Tauddity: may ba speculitive end hes no responulblihty 1o gpestion an lwc.slman direciions given by pws oF 2y
Il ;: I}L h crptzo :_jf if‘li-h ;trdlmv weelt in g mE*Ii-H’tnjlm of tho hrasl- eppolnted flaancial ¢ 1’ desztnad tha custedion dees nu
uieoh, Any Joss ezanzined In my Redrement Acconnt will o effee my reshiement ompensars ner fezelve copnensoilan fmu-\ s sicous
ettrs2ards cod H & monesiory dizteibutien selses, 1 owill tva the <oiliy oalpend e N SR lision o
“hxg:“ﬂ::“’u[::‘:‘:f“ bet peslteqncas oo B mees sy eosdateny CRIS- g el shall ba updarng sblljstion or sty 1o Invesiigats, snsyzs, mosilor.
e vosfily 181 10 or cihorwise'evalunio amy knstmeoy conlensalalad haraia, of to
3. Nolther Custodian nér any amployco or agent of Custodiag haz seleeled-or npe- ot or malaiala lisnenes covempo (whether Babllity, propaty of cllicewis)
ommcnded eny Javestment for me; and acliber Custodlen dpr tyy employss or wiih 1opoet 10 Ay D8CIE of lavelment plischased by me. Cosiodian chall acd
egentol Quitodian hat soled a2 2 hickar-deales o pdesprszon dnctanploilns eny e reapanaiblo to 1ake any 2zten theyld #jm be any dafeall with rapad to 1y
forchase or sale of an Iavesdnan of a mawlly o me, szt whae Cunadlen imvesiment

STETLING TRST, s A, Jew £ 5 4E0NE
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ENTITY
Plrection of Investment

PO.Box 2526
Waco, TX 76702-2526 - e
PHONE: 800-055-3435 (option 2), 254-751-1505 {option 2)

FAX; 264-751-0472
E-MAIL IRAServicos@SterlingTrusiCompany.com

Tl Caipteg

age 4 of§
Accosmr-ﬂumb_t-_

9. Wi actthe respbrddbilily ef Custodian (o revlsw tho prodence, meahs, Vabifity e deamad pppravad by ths undenlgnsd, valase writion nctles o the contrany b 1s-
ﬂlm&ﬂi{yhfﬁ-ld\t@l;mmsbbym_w;n datsrmdna whalkide the lnvesirent oalvad b;p%umdl:h witkla fiva (5] dayr aller tallvary of such documents by
lx arcaptablo-nodar BRISA, the 1attrnal Reterua Coca or any other Applicable Cusindlan, Coatadian hixa no duty er rérponyihilhy 14 disbarse axy paymost foe

" law, Taesdeestand that eepaln wananstions are prohibilicd in Inidtvidusd retfranent w2 stirent swithout my express dlrsetlon, T ngres to fuenbsh Codtedien with
‘azcounty and qualified restremont plina undor Scctlon 4978 of tha futermal Tovw- _prymeol Instnicilons aifng Costodlan’s Dirgericn of Tiveatmert form, Custe-
enue Coda, 1iunth Jacaiand thu L WJaie lon of'a prehibiad franseailon <lian )50 liea tha righl ndl o efiect any Imnanslion/lnvesunany which It decms o
topezdaon e fety and cheuitsiances bt nreund ihe partlenlsr impsection, ~ be beyond die seope of [ sdoinisimtlvo papaBilliles or pxpenise Custodian ho
Custodan will ke o dejrmlntlon e 1o whsthor my bvesinens nprehiblied. o rt.rgpn)pitisl_g!: w;ﬁ'mé:ﬁ;wl:n's-sw-ﬂwgﬁugll poeiic s ks a4

“piarer underasnd the should my RetliomentAccours eagags i 5 profifh- Anvtdent pnd | 8578 R 1 oy e ferp U asan Celivery of 1
Jiod! WRBENS, My accouat Sl el it distelbeslan a8 whl 3 fg;;m auch aotices 2d documidatu o e, .tc_igoq_‘i.?'n\w,{ ihm 50 J;g.o_rn}llsu:tm o
peaoitics. § nprescut o Cunedian thal Lhave copsulied oith iy own, g and satlfy the undsnlgned wilkrdinest 1000y latormsifon, nowledpe, nrculaila
scCoAnting Sdvizers 1o ewiurs Al my Invesiment doss-net canatliuts @ proibliod of seasing of Castodian selpilig tomy lovesment o my financtal sdvlior, bro-
tansaction ant that pyy Investaionl Complice wiihvoil Appiicabla fedentl snd sty ken pgtod, promioler oriepressnluliyo, vxcapt a# lo shvil plendings or court-ordzm
Iywa, eegulations.tisd requlrsmsnts Inghiding witlour Diilimtlo thas tho olfariag pecched by Cuiledian. . ) : ,
entlty or Individost Iy ot & disanzlifled penon unger IRCA975 (¢) (2}, nora 12, Custodlen shatl uta-teatonsbile elfori2 ‘to soyulie or sell Invonments In necor
“*pary Ja injerest™as Oelocd In EIISA secilon 3(14). In tho avent any lveitment . cses wich ths dleetiona of i undersigned witkin-a reaseisble peripd of flme
fer my weidrement acsonnt produads tnxoble facoms (yniolried or dold frsnead afler Custodipn lixt recolved an Inveatrend dirctilop and Custodion shalf mske
rrvand to JC 51 =544, 1 agrt0 10 prepiars or avs peepared foo me, tho regelyed seatonshls efferts.1o nallfy te tndertloned I Cautoding. be nashls of tawillisy
tox foma slong with & dlscilan of tnvestment ;u'.im:mgx the ceslodiag 1o 10241 »f».;{ with an Jovestngan dlrsotion, Custodlan dhialli sublect to the Torezo-
pavtuzs fom oy aceennt, Foomd need (o ke dubeiited ta i Ciinedlan for filleg s rorall fomiby ey Bireelsdi bt hus o responsibiliy o verlfy orenses that raoh
R o i e e e B e o8 Cln e st e

%, Custadlzn dees net provide Jogalorias serviess of advlee with riantet-b my In- undsmngusd conrants (o &3 JERaCis of Lusiadiin ae i elfied a3 sy
wéimnl;la?ml 1ke u::crsl';nai?la;fmu_and Iudemnl_:lus;nnd—'umgea:::shold‘h:m modlded froim Une-ta llme, The uaderslen: finthor direct Custadian 1o phaea 3t
Texs and defend Comtadlan Intss cvonb it my loveatment o enleof auateptmye | Si-lavietideashfiads falo Unftod Weetecs Bankunil! Cuitodiza reeclvas futther
ontiothe tlon of fovestpontyiolaloy any federmd-o 7 Blate lavwe or regulatian or direction, The underalned indestiadihat Valuailoni of Uilgald asers {asses
oberwls tesplizta 5 diganitficalivn, penaliy, fine ot tax Imrosed upon ha IRA, maf ars ok fradedon & publle exchango) sre penarsily reponed‘al cast, or'vals
Custodlan or the minerslgncd, - ' - Ty e d,f»l;" m[‘!’_g;; BRI e 5, Rellizinent Aczeunt bwners *

B, Cuasadian sl B fully poixit In AGHRE Yon any Isiesment, cenliciis. o ek :In.u.esu._w e, Theed Sk Ars Dady fof dah or £eg & pEipe __ﬁa
inp;*__b&_ﬂ_ﬂﬂf'to,bn-j::r;: G_a snd b ;igncﬁ e(f jm:._réri:d‘by ihie propar persan er :?f::dwmmhnd?c:;}!y Tﬁiﬁjﬁﬁﬁmﬁﬂfﬁmf “‘&‘: g‘r'n‘:g.
p;::rﬂu wheltce W”ﬂ;ﬁ&‘?,‘nm'r ¢ r;_m'::xoopr, and f{mgm:.n%l 3 Gacst nated ‘m.m‘i‘.’,sznw T N b

3 a1l r gty s Y 2 i Pl g . > f ; _—
o ey, e o e T e el ey 14, Qo rpdin’s respovidbiijiles dnd dudza shall bo lienlicil o dipse eapreaiiy provided

ek wiktlng, but may recepd thi tama 69 conelislve evidtnes of ths huth dad re
curmey of the nalcments theretn conlalied.

1 The unidessigned L\;ﬁmem te Custoding that If my Investinane J& 4 "gcnri:ly"

11,

I

My
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THE ELVA GROUP, LI.C _
968 B. Chamberg Street, Suite #5, South-Ogden, Utsh 84403-5082
Phone: (801) 782-0800 Fax: (801) 782-0801

EXECUTIVE SUMMARY

PROPOSAL DATE: April 8,2010
BORROWER: ' The Elva Group, LLC.
LENDER: © - Xguity Trust dhg Stopling Trust FRO

Donsald Boo

CAENEIOTSNey
NOTE AMOUNT: | ' - $30,000.00.
Terms: _ T ‘
60 days (2 monthg) @ an anpnnal rate of 12 %
12 % P/A INTEREST ACCRUED DAILY AT: § 1000

12 % PIA INTEREST ACCRUED MONTHLY AT:  § 300.00 -

ACCRUED INTEREST PAID AT MATURITY (BACK-END)

TOTAL WIRE AMOUNT: $ 30,000.00
Wire Instructions: . WELLS.FARGO BANK "
. 4301 HARRISON BLVD.
OGDEN, U'T 84403
ABA Number: : -
Account Number: R
Payanble to: THE ELVA GROUP LLC,

968 E: CHAMBERS ST. STE#45
SOUTH OGDEN, UT. 84403
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PROMISSORY NOTE AND LOAN AGREEMENT

This Loan Agreemont is between THE ELYA GROUP, LLC , whose addncas 59:

968 . Chambm St., Ste #5, South OgdanlUlah 84403 ("MAKER") and
B (collectively, “HOLDER"), whnse a.ddrews is,

1. AGREEMENT
(A) HOLDER agrees to provide MAKER with & loan in the principal amount of $

30,000,060, HOLDER may transfer this Note at any time, Anyone who takes this
Note by transfer is entitled to reoeive payments under this Note and is called the
“HOLDER" and is bound by the terms and conditions of this Note.

(B) In return for the loan, MA‘KER.pmnﬁses to répay in U.S. dollars the sum of: $
30,000.00 plus interest to the order of HOLDER, pursuant to the terms below.

2. REPAYMENT '
Interest will be.accrued on the unpaid principat untl the full amount of principal has been

paid. MAKER will pay interest at an annual rae of Thelve percent (12%). This is
referred to as Base Interest. MAKER promises to ropay sald loan after & period of 60
Days (2 Months) and expressly agrees to pay in U.S. dollars § 30600.00 to the order of
HOLDER on the Maturity Date of June 10, 2010

3. PREPAYMENT
MAKER has the ri ghi 10 repay the principal and accrued interest at any time before it is
due, MAKER may make 2 full prepayment or & partial prepayment without incurring or
paying any prepayment chasge or penalty. All payments roceived by HOLDER from
MAKER shall be applied first toc Base Inierest, second, as applicable, to late fees. and

third to Pnnclpa! ”.

- 4, LATEFEE
In the event that MAKER is more than thirty (30) days lete on-making an 1nterest
payment, there shall be a late fee of one percent (L%) per month of the delinquent
payment for the number of days that the payment is late,

5. EVENT OF DEFAULT
In the event that MAKER js more than ninety. (90) days delinquent on an Interest or
Principal payment, the HOLDER has the right to declare & default on the Note only aftar -
providing MAKER with written notice of the dcfault and giving MAKER thirty (30) days

to clire and correct the default.
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6. LOAN CHARGES -
If a law, which applies to this loan and which sets maximum loan charges, i3 finally
interproted so that the interest or other charges paid or to be paid in connection with this
Toan-exceed the limits permitted under law, then: €1) the current torm of any such loan
charga shall be reduced by the amount necessary to reduce the charge to the permitted
limit; and (2) any sums already pald by MAKER for the eurrent term which exceeded
permitted limits will be refunded to MAKER. The HOLDER may choose to make this
refiund by reducing the prinojpal balance owed on this Note or by making a direct
payment to MAKER, 1f a refund reduces principal, the reduction will be treated as a

partial prepayment.

7. GIVING NOTICES
Unless applicable law requires a different method,

Any notice that must be glven to MAKER under this Note.will be given by delivering it
or by mailing it by first class mail fo 968 K, Chambera St,, Ste 5, Sonth Ogden, UT
84403, or at a different address if MAKER has given the HOLDER notice of a different

address,
Any notice that must be given to the HOLDER under this Note will be given by mailing
it by first clasg mail to the HOLDER at or at

_adifferent address if HOLDER has given 8 potice of diiferent address.

8. GENERAL PROVISIONS o . ;
This Note shall be binding upon MAKER, its successors and assigns, Thig Note is not
asswmable without prior written consent of HFOLDER. Tho interpretation and
construction of this Agreement and all rattersrelating.thereto, shall be govemned by the
1aws of the State of Utah without rogard to Utah's Conflict of Law laws. The MAKER
and HOLDER expressly agree that the state of Utal is the choice of law and/or
jurisdiction and/or forum. for any dispute. , : '

9. WAIVERS

(A) General Walver . - :
All makers, sureties, gnarantor and endorsers of this Noté conserit to renewals and
extensions of time before or after the maturity date of the Note and agree that no failure on
the part of the HOLDER to exeroise any power, right, or privilege under this Nofe, or to
insist upon prompt compliance with the terms of this Note shall constitute a waiver
thereof, :

(B) Arbitration/Mediation . L Fa

The parties expressly apree to mediation and binding arbitration of any disputes that arise
from the terms and conditions of this confract and hereby waive their right to trial ina
court of law, ; i '

{C) Waiver .

Holder shall not be deemed, by any act of amission or commission, to have walved any
of its rights or remedies tinder this Note uniess such waiver is in writing and signed by
HOLDER and only to the extent specifically set forth in writing. A waiver with reference



HAR-01-2012 THU 05:00 P UT SECURITIES DIVISION FAX NO, 8015306011 P. 21/26

to one event ghall not be construed as continuing or as a bar to or waiver of any right or
remedy as to a subseguent event, No dclay or omission of HOLDER to exercise any
right, whether before or after any event of default under this Note shall impalr any such
right or shall be construed to be a walver of any right or default, and the accoptance at
any time by HOLDER hereof of any past due amaounts shall not be deemed to be a waiver
of the right to require prompt payment of any other amounts then or thereafter due and

payable.

10. ENTIRE AGREEMENT IN WRITING
This written-agreement, and any other documents executed in connection herewith, are
the final expression of the agreement and understanding of MAKER and HOLDER with
respect to the general subject matter hereof and supersede any agreoment, and any other
documents exectited In connection herewith, may not be contradicted by evidence of any

alleged oral agreoment,

Signed
Printed Name Donald Booth

MAKER
THE ELVA GROUP, LLC

By its Members:

Armand Franquelin-Member . Martin Pool-Member

STATRE OF UTAH)
38,
County of WEBER)

On this- day of , 20 , personally appeared before
me, Armand Franquelin and Martin Pool, the signers of the within mstrument who duly
acknowledgedto me that he/she/they executed the same.

NOTARY PUBLIC
Residing at: , UT.
My Commission Bxpires:




EXHIBIT D



Page 1

ST

UNITED STATES SECURITIES AND EXCHANGE COMMISSION

In the Matter of: )

R N e Y S B e R TR S Er s

) File No. SL-02587-A

T

DESTINY FUNDING, LLC )

WITNESS: Terri L. Urquiaga
PAGES: 1 through 97

PLACE: Securities and Exchange Commission

R R S S S T

15 West South Temple, Suite 1800
Salt Lake City, UT 84101

DATE: Friday, July 20, 2012

The above-entitled matter came on for hearing,

pursuant to notice, at 2:16 p.m.

RECEIVED

AUG g 6 2012

Securities & Exchange Commission
Salt Lake Regional Office

B R T A e R e I8 e P VT e

Diversified Reporting Services, Inc.

(202) 467-9200
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2 (Pages 2 to 5)

Page 2 Page 4
1  APPEARANCES: 1 PROCEEDINGS
2 2 MS. MOORE: On the record at 2:16 on
3 On behalf of the Securities and Exchange Commission: 3 July 20,2012. Would you please raise your right
4 JENNIFER MOORE, ESQ: 4 hand
5 MARIE ELLIOTT 5 Whereupon,
6 Securities and Exchange Commission 6 TERRI L. URQUIAGA
7 Salt Lake Regional Office 7 was called as a witness and, having been first duly
8 15 W. South Temple; Suite 1800 8  sworn, was examined and testified as follows:
9 Salt Lake City, UT 84101 9 EXAMINATION
10 10 BY MS. MOORE:
11  Onbehalf of the Witness: 11 Q. Would you please state and spell your full
12 TERRI L. URQUIAGA, PRO SE 12 name for the record.
13 13 A. TerriLea Urquiaga, T-e-r-r-i L-¢-a
14 14 U-r-gu-i-a-g-a
15 15 Q. My name is Jennifer Moore and with me is
16 16  Marie Elliott. We are both members of the staff of
17 17  the Enforcement Division of the Salt Lake Regional
18 18  Office of the United States Securities and Exchange
19 19 Commission. We're both officers of the Commission
20 20 for purposes of this proceeding.
21 21 This is an investigation by the United
22 22 States Securities and Exchange Commission in the
23 23 matter of Destiny Funding, LLC, SL-2587, to determine
24 24 whether there have been violations of certain
25 25  provisions of the federal securities laws. The facts
Page 3 Page 5
1 CONTENTS 1 developed in this investigation might constitute
2 2 violations of other federal, civil or criminal laws.
3 WITNESS EXAMINATION 3 Prior to opening of the record you were
4 Terri L. Urquiaga 4 4 provided with a copy of the Formal Order of
5 5  Investigation in this matter. It will be available
6 EXHIBITS DESCRIPTION IDENTIFIED 6 for your examination during the course of this
7 8  Subpoena 8 7  proceeding. Prior to the opening of the record you
8 9  E-mails and documents submitted 8  were also provided with a copy of Exhibit Number 1,
9 today for review by Commission 64 . 9 hl(;, } j,r'ﬂgymmission's supplemental information
10 form, and a copy of that notice has been marked.
11 s Have you had a chance to review Exhibit
12 12 Nuiber 1?
13 13 A. Parttially.
14 14 Q. Do you have any questions about Exhibit
15 15  Number1?
16 16 A. No.
17 17 Q. Would you like to take any additional time
18 18  to look at Exhibit Number 1 before we begin?
19 19 A. No.
20 20 Q. Exhibit Number 1 is also — it was
21 21  contained in the subpoena that I sent to your home,
22 22 soyou'll have a copy of that as well that you can
23 23 review later.
24 24 Because you're not represented by counsel,
25 25  I'm going to cover a few items that were in Exhibit
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Page 22

A. There was one business they were going to
Set up to open a bunch of Hispanic grocery stores,
but I don't remember the name of that.

Q. Do you know if anyone at the Elva Group or
New Vision Investments or Destiny Funding solicited
investments for this line of grocery stores?

A. Tdon'tknow.

Q. Can you think of any other kinds of
investments that any of the entities that we've
mentioned were engaged in?

A, Not that I know of, other than that
insurance business.

Q. So how did Destiny Funding make a profit
or generate income?

A, There was a service fee to set up an
account and an annual service fee.

Q. Was the service fee paid to Destiny
Funding for assisting the customer in setting up the
self-directed IRA?

A, Yes

Q. Do you recall what that service fee was?

A. [ don't remember exactly, but it was a
percentage of whatever balance they were going to
open their [RA at Sterling Trust with. So we weren't
a custodian and we never took possession of their

L - T ¥ R S O
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had an annual fee or not, but they had a fee for
placing an investment and sending out the funds,
things like that. So they had transaction fees.

Q. Who was responsible for making management
decisions at Destiny Funding?

A. Martin and Armand.

Q. Did they do that equally or was there one
individual that had more significant management
roles?

A. [don't know about that. Their meetings
were private, Irarely saw Martin, but he came in.

I know that he was there after hours and things like
that, so I don't kmow. I'm sure they discussed it,
decisions.

Q. Soin terms of day-to-day operations, who
did you most frequently have communication with about

what you needed to do specifically on each day?

A. Between Martin and Armand, it would be
Armand.

Q. So would it be fair to say that Armand was
more responsible for the day-to-day business
operations?

A, [ don't know if that would be fair to say,
because I believe that Martin worked from home quite
a bit and they were on the phone quite a bit, so just

1
2
3
4
5
6
7
g8

Page 23

retirement funds, so we assisted them in setting up
their account with Sterling Trust, the custodian. So
however much their initial rollover or deposit or
whatever, it was going fo be a percentage of that.
And I think might have been 1 percent, but I'm not
sure.

Q. Soit was a percentage of whatever their
initial rollover amount was into Sterling Trust that
was paid to Destiny Funding as a service fee?

A.  Yes, and there might have been, like, a
$25 fee on top of that. 'm not sure. No, I think
the $25 fee went to Sterling Trust to set up the
account,

Q. How come Destiny Funding used Sterling
Trust?

A.  There are not very many self-directed IRA
custodians in the country, and they are large and
reputable. That's my understanding. Some of the
other ones charge higher fees to the customers.

Q. Did Sterling Trust charge a percentage of
the rollover funds in addition to the percentage that
Destiny Funding was charging?

A. Idon't think so. I think they had a
flat-rate fee schedule that -- so they had enough, a
fee to opr:n the account. 1can't remember if l.‘hc}'
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Page 25

because I didn't see him doesn't mean that Armand was
the one, you know, that was more responsible for the
operations.

Q. So it was your understanding that
Martin Poole was involved in the company, you just
didn't see him at the office as frequently as
Mr. Franguelin?

A. Correct.

Q. What kind of a role did Judy Franquelin
have with respect to the different entities? 3

A. [Ibelieve that Judy, other than helping
off of the books, you know, free labor for Destiny
Funding, I think she was basically just supporting
her husband as far as helping out. I'm pretty sure
she was never paid anything. She was not ever a paid
employee and was just trying to help him succeed in
business.

Q. Who was responsible for maintaining lists
of individuals that paid the fees to Destiny Funding
to have Destiny Funding assist them to roll over
their IRAs? Was there a list of clients or
customers?

A. [don't remember a list, but I had a file
for all of them in a filing cabinet. 1 guess there
must have been a list. 1 just don't remember it.

TR

7 (Pages 22 to 25)
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Page 30 Page 32
1 Q. So-- 1 business.
2 A.  And there was obviously a construction 2 Q. Sois it your recollection that most
3 company, but I don't know anything about it. Idon't 3 investors, at least that you're aware of, received
4 know the name or any of the people that would have 4 about 12 percent annually on their investment?
5  been involved in that, 5 A. [ believe that's how the contracts were
6 Q. Did you ever see any decuments related to 6  wriilen.
7 the Yernal property investment? 7 Q. Why did you invest with Martin and Armand?
g A. You mean as far as people putting money 8 A Ihad student loan money that was sitting
S into that investment? 9  inmy bank account not doing anything, and I saw an
190 Q. I guess any sort of paperwork connected to 10  opportunity to carn more inferest.
11 that, either investor paperwork or bills from 11 Q. Do you know if there were any other
12 contractors, or anything related to that project. 12 individuals that worked in the office that also may
13 A, [ never saw hills from contractors. | 13 have invested?
14 would have seen some of the promissory notes from the 14 A. Idon'tknow.
15  people that Armand and Martin signed. As far as] 15 Q. What was your understanding of how your
16  know, that's all I saw. I don't know that I saw any 16  investment money would be used in order to generate
17 documents pertaining to the subdivision itself, 17  thatreturn?
13 Q. Do you have any idea how many people gave 18 A. Thatit would go into the construction
19  Armand and Martin money to invest in the Vernal, Utah | 19  project.
20 development? 20 Q. During the time from 2007 until 2009 — so
21 A T know there was an Excel spreadsheet that 21 your employment at Destiny Funding -- do you know if
22 was several pages long, and each row being about 22 any of the homes that were being developed in Vernal,
23 three-quarters of an inch, 23 Utah were sold to individuals to move into?
24 Q. Could you estimate a ballpark of how many 24 A, Idon'tbelieve so.
25 investors invested in that Vernal project? And 1 25 Q. Why do you have that understanding?
Page 31 Page 33
1 understand this is just a ballpark. You don't have 1 A. My understanding was that the construction
2 any figures in front of you. 2 company had delays and the construction company did
3 A, 80 to 100, probably. Actually, though, 3 not complete the homes by the time I lefi there.
4 some of them had various different promissory notes, 4 Q. How was the project in Yernal supposed to
5  somaybe 50 to 80. 5  earn money to pay the 12 percent return, for example?
] Q. Okay. So somewhere, ballpark-wise, there 6 A.  Well, ultimately, the homes would be sold
7 may be between 50 and 100 individuals, depending on 7 and then all the money, you know, that had been
8  if they had made one investment or multiple 8  invested would be able to be paid back with interest
9  investmenis? 9  to the investors.
10 A.  Correct, 10 Q. So the idea was that investors would
11 Q. Did you ever see -- go ahead. 11 imvest capital in order to pay for the construction
12 A. I made two investments with them. 12 costs of the homes; is that correct?
13 Q. How much did you invest? s A. Yes.
14 A, 51,000 or $2,000 for a six-month period, 14 Q. And then the profit would be realized when
15  for two different six-month periods. 15  those homes were sold to private individuals, and
16 Q. Were you repaid in full? 16  then investor money would be repaid?
17 A, Yes. 17 A.  Yes, except since they were six-month or
18 Q. Do you recall what the terms were of the 18  one-year promissory notes, you know, obviously the
19  interest that was guaranteed to you in exchange for 19  consiruction project wasn't going to be completed in
20 vyourinvestment? 20  six months to a year.
21 A. No, but probably 12 percent annually, so 6 21 Q. So how were those investors paid back?
22 percent for six months. 22 A.  Probably from newer investors that put
23 Q. Why do you have the figure of 12 percent 23 money in.
24 annually in your mind? 24 Q. Hovw is it that you came to that
25 A. 1 think that was standard for their 25  conclusion? Is that based on the fact that none of
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Page 34 Page 36§

1 the properties were sold to — 1 aDestiny Funding client.

2 A. Right. 2 Q. He was not?

3 Q. - third parties? 3 A. No, he wasn't.

4 A. Right. If no money was coming in from 4 Q. Do you have any idea how many of the

5  thatend, then the only place that I could see money 5  Destiny Funding clients were also clients in the

6  coming in was from newer investors. 6 Vernal real estate investment?

7 Q. Did you ever have any conversations about 7 A. ldon't have a number.

8  that with Armand or Martin or Judy? 8 Q. Do you have a ballpark figure?

9 A. No. 9 A. Idon'teven know how many Destiny Funding
10 Q. Of the promissory notes that you did see, 10  clients there were.
11 and I understand you didn't see all of them by any 11 Q. Do you have a ballpark figure on that,
12 means, but of the promissory notes that you did see, | 12  approximately how many clients Destiny Funding had,
13  were the terms of a six-month return on the 13 that they assisted in transitioning the IRA funds
14  investment, was that a typical part of the contract? 14 into a self-directed IRA?
15 A. There was usually a term, but sometimes it 15 A. Idon't. Icould guess, but it wouldn't
16  was longer. Sometimes it was a year. Most 16  even be -- I mean, there would be no basis for the
17  investors, you know, kind of wanted to check it out 17  guess.
18  before they invested for a longer period of time, so 18 Q. Okay. 1 just want, you know, if you have
19 usually it was six months. 19  areason, if you could say that you personally
20 Q. And the six-month term, was that to enable 20  assisted approximately X amount of customers in the
21  theinvestor to determine if they were going to 21 two years you were there, that would be a guess that
22 receive a profit on their investment? 22 would be helpful.
23 A. Ican't say the purpose of that. Yeah, | 23 A. Fifty to 100.
24 would say that would lower the perceived risk. 24 Q. Okay.
25 Q. Who was responsible, I guess, for 25 A. Probably closer to 50.

Page 35 Page 37|

1 negotiating the terms of the contracts with the 1 Q. That were individuals that you personally

2 investors? So, for example, the percentage rate of 2 assisted in preparing the paperwork in order to

3 return or the six months or the one-year length of 3 transfer their funds to Sterling Trust; is that

4 the contract terms, who was responsible for making 4 correct?

5  those decisions? 5 A. helped almost every customer with that

6 A. Both Armand and Martin. 6 inmy two years.

7 Q. Did anybody else have the ability to 7 Q. So to the best of your recollection,

8  negotiate the terms of the contract or the rate of 8  within that two-year time frame that you worked

9  return that was promised? 9  there, it would be an educated guess that you
10 A. Idon'tthink so. 10  assisted about 50 clients? I'm not holding you
11 Q. Did you ever see any investors meet in the 11  specifically to a number. I'm just trying to get an
12 offices that you worked at with either Armand or 12 idea of --
13 Martin? 13 A. TI'mtrying to remember how many files I
14 A. Yes. 14  had in the -- you know, I had two drawers of files, -
15 Q. Was that an event that occurred frequently {15  and I'm just guessing that each drawer would have 3
16  or was that sort of unusual? 16  held about 25 files. So it's a complete guess. %
17 A. No, that was rare. 17 Q. Okay. So Destiny Funding generated §
18 Q. Do you recall who those investors were 18  revenue or profit by receiving a percentage of the §
19  that actually, physicaily came to your building 19  rollover amount; correct? ;ﬁ
20  location to meet with Armand and Martin? 20 A. Correct. §
21 A. There was one man, and I don't know his 21 Q. And then how did the real estate %
22 name, but he was Polynesian. 22  development in Vernal, how did that generate a ?;f
23 Q. And you don't know who he is? 23 profit? Or did it? .
24 A. Huh-uh (negative). If I heard his name, I 24 A. Idon't know. Well, apparently it didn't. ;f
25 rrught recogmze 1t, but I don't remember. He wasn't Q. And you say that because none of the ;
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1 houses were sold, to the best of your knowledge. 1 Q. So Keelie Peterson was one of the
2 A. To the best of my knowledge. And ! don't 2 individuals responsible for talking to investors
3 think that they were on schedule to be completed 3 about the Vernal project; is that correct?
4 until probably shortly before I left there, so 4 A. Right, and she wasn't doing sales pitches
5  probably not until early 2009, anyway. 5  or anything like that, but she was just doing
6 Q. So how did you learn that the project was 6 administrative. And she did end up talking to people
7 behind schedule in terms of the construction length 7 onthe phone.
8  of time? 8 Q. Do you have any idea who she was employed
] A. Just overhearing conversations in the 9  by? Who she was employed by.
10  office. 10 A. Like, which company?
11 Q. Did anyone express frustration over that i1 Q. Yes.
12 fact, that the project was behind schedule? 12 A.  Idon't know, but her paycheck probably
13 A.  Oh, I'm sure they did. 13  came from the same account that mine did, so --
14 Q. Did they tell you that or did you overhear 14 Q. Then Tracy, you mentioned, was a
15  any comments or concerns that were raised by anyone | 15  receptionist at the front desk?
16  about the delays? 16 A, Yes.
17 A. I'msureldid. Ibelieve I did. 17 Q. And then can you tell me a little bit
18 Q. Do you recall anything more specifically? 18  about George, who was the accountant?
19 A. 1 probably overheard telephone 19 A. Tdon't know his last name. He was an
20  conversations between Armand and someone else, 20  older gentleman. Other than that, I really only know
21 whether it was Martin or the real estate agents, you 21 personal stuff, like he was a great baker from k
22 know, possibly. I don't think I would have overheard 22 probably Sweden or something like that.
23 anything between attorneys because he would have shut 23 Q. Was he employed at Destiny Funding prior
24 his door. 24 toyou being employed there?
25 Q. So in terms of just the way that the 25 A, Yes. Yes.
Page 39 Page 41
1 office layout was structured, did Armand and Martin 1 Q. What about Keelie? Was she employed
2 each have individual offices? 2 before you became?
3 A, Yes. 3 A. Before me, yes.
4 Q. And those were offices that had doors that 4 Q. Was Keelie Peterson still employed at
5  closed? 5  Destiny Funding or the Elva Group when you left?
6 A. Yes. 6 A. No.
7 Q. And then the remaining individuals, did 7 Q. So what happened to Keelie?
8  they each have their own offices or did you work in a 8 A.  She got another job.
9  common area? 9 Q. Do you know why she left?
10 A. Judy and I worked in a cubicle area, and 10 A. No. Ithink she got a job that paid more
11 Keelie worked in a cubicle area. Tracy, the 11 money.
12 receptionist, was up at the front desk, but it was 12 Q. Do you stay in touch with her at all?
13 still open. And George was the accountant. He 13 A. No, but she did have my cell phone number
14 worked over on the other side of the office in an 14  and called me a couple of times, but I don't have her
15  office with a door that closed. And there was 15  inmy cell phone anymore and I haven't heard from her
16  another man that started working there toward the 16  inover acouple years.
17  end. Hisname was Yogi. 17 Q. Do you know where she lived? The city.
18 Q. Yogi? 18 A. 1 think maybe Morgan.
19 A. Uh-huh (affirmative). 19 Q. Was her last name, was it Peterson, s-e-n
20 Q. Would that be spelled Y-0-g-i? 20 ors-o-n? If you remember.
21 A, Thbelieve so, after a baseball player. 21 A. Tdon't remember. I kind of think maybe
22 Q. Okay. What was Yogi's position? 22 s-e-n, but I'm not sure.
23 A. Tdon't know. Ithink he was in charge of 23 Q. And then George, he was still employed
24 setting up a Web site or something like that, doing 24 with either Destiny or the Elva Group at the time you
25  some IT stuff. 25 left?
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1 PROCEEDINGS I 1 want to advise you, that you have the right to be
2 MS. MOORE: Let's go on the record at 10:13 en 1 2 accompanied, represented and advised by counsel. That means,
3 October 24, 2012, | 3 you may have an attorney present and that your attomey can
4 Would you please raise your right hand? | 4 advisc you before, during and after your examination here
5 Do you swear to tell the truth, the whele truth, l' 5 today. Do you understand that?
6 and nothing but the truth? | & A Yes, ma'am.
7 MR. POOL: Ido. l 7 Q Since you're not represented by counsel, there are
8 MS. MOORE: Thank you. 8  a few matters discussed in Exhibit Number 1 that [ want o
9 Whereupon, {9 highlight for you. Do you understood that upon your request
10 MARTIN A. POOL 10 these proceedings will be adjourned so that you can obtain
11 appeared as a witness herein and, having been first duly 11 counsel?
12 sworn, was examined and testified as follows: 12 A Yes, ma'am,
13 EXAMINATION 13 Q Do you understand that the statutes set forth in
14 BY MS. MOORE: 14 Exhibit Number 1 provide criminal penalties for knowingly
15 Q  Would you please state and spell your full name 15 providing false testimony or knowingly using false documents
16 for the record? 16 in connection with this investigation?
X7 A Yes. It's Martin A, Pool. 17 A Yes, ma'am.
18 Q  Would you spell it, please? 18 Q Do you understand that you may assert your rights
19 A Somry. M-a-r-t-i-n; middle initial, A. P-0-0-1. 1% under the Fifth Amendment to the Constitution and refuse to
20 Q My name is Jennifer Moore, I'm a member of the 20 answer any guestion which may tend to incriminate you?
21 staff of the Enforcement Division of the Salt Lake Regional | 21 A Yes, ma'am.
22 Office of the United States Securities and Exchange 22 Q If you refuse to answer a question based on your
23 Commission. I'm an officer of the Commission for the 23 Fifth Amendment privilege, a judge or a jury may take an
24 purposes of this proceeding. 24 adverse inference against you in any civil action that the
25 This is an investigation by the United States 25 SEC may determine to bring against you. That means the judge
Page 7 Page 9
1 Securities and Exchange Commussion in the matter of Destiny 1 orthe jury could be permitted to infer that your answer to
2 Funding, LLC, SL-2587, 10 determine whether there have been 2 the questions would have tended to incriminate you, do you
3 violations of certain provisions of the federal securities 3 undersiand that?
4 laws. The facts developed in this mvestigation might 4 A Yes, ma'am.
5 constitute violatuons of other federal civil or criminal 5 Q Are you taking any medication or drugs that would
6 laws. & affect your ability to recall and answer questions truthfully
| Prior 1o the opening of the record, you were 2 luday?
8 provided with a copy of the Formal Order of Investigation in 8 A No, ma'am.
9 this matter. [t will be available for your examination g Q  Are there any other circumstances today that would
10 during the course of this proceeding. 10 affect your ability to recall and answer questions
i Prior to the opening of the record, you were also 11 truthfully?
12 provided with a copy of the Commission’s Supplemental 12 A Probably -~ probably not, but due to -- to the
13 Information Form, which has been marked as Government Exhibit | 13 extreme challenges [ had with alcohol that T would -1 would
14 Number I 14 put that out there, but I don't think so.
15 Have you had the opportunity to review Exhibit 15 Q  Are you currently -
16 Number1? 16 A No.
17 (Government Exhibit Number | 17 Q --under the influence of alcohol?
18 was referred 10.) 18 A No, I'm not.
19 A Yes, | have. 19 Q Are you currently sober?
20 Q Do you have any questions concerning Exhibit 20 A Yes.
21 Number 1? 21 Q Okay. Could you tell me your date of birth?
22 A Not at this moment. 22 A
23 Q Mr. Pool, are you represented by counsel? 23 Q What is your social security number?
24 A No, I'mnot, 24 A
25 Q If you — if you're not represented by counsel, 1 25 Q What is your current home address?

3 (Pages © to 9)

Diversified Reporting Services, Inc, (202)467-9200

093caddB-4166-4834-89c2-20812640%a6¢



Destiny Funding, LLC, SL-02587-A Martin Pool 10/24/12

]
Page 90! Page 92
going to take these kinds of distributions this month and I 1 Q And presumably they were getting paid?
would -- I would just, you know, I say, you know, okay. 2 A Yeah. And once again, you know, we -- we had a

Q  But where did he say they were coming from? gal in there by the name of Terri that worked for Destiny

A From the Elva Group and -- and, you know, that he Funding and how -- how she was paid, I would assume it was
-- a lot of stuff -- a lot of stuff that, you know, he was -- through Destiny Funding, you know, I don't know, because |
this is his claim, you know, that he was putting in a lot of never dealt with that. But I gave her -- because at time 1
capital in the business along with other investors. And did have her information and I gave it to -- I gave it to

3
4
5
6
7
where, you know, where those dollars -- how he got the montes 8 Jason. Igave the, you know -- and I also don't know --
9
10
11

O~ U s W e

9 and -- and how he was, you know, talking to people and well, actually | sent that to you to, Jennifer, the various

10 friends, family, whatever [ couldn't tell you. lawsuits, but once again that's years later.

11 Q  So, it was your understanding that you were being Q So--
12 -- you were in fact receiving distributions? 12 A And we, you know, we would -- and there was --
13 A Yes. Yes. 13 yeah, and that was another thing with the employees, you
14 Q And --s0, you knew you were getting money and it 14 know, there was just always a constant lie, you know, that he
15 was coming from the Eiva Group? 15 would -- I would never know, he'd just give people raises
16 A Yes. 16 arbitranly, oh, yeah, I'll give you araise. And then I'd
17 Q And Ammand was telling you that he was investing 17 have to find out -- you know, [ would find out later on. And
18 his own personal capital? 18 it would cause, you know, I said, I didn't agree to this.
19 A Yeah, he said that he had his own personal capital 19 And it would cause friction between me -- | was -- between me
20 and then there was clients that were putting dollar, and he 20 and then if ] go -- well, I didn't authorize you to get a two
21 would always call them clients, his clients. Armand always 21 or three dollar raise, he did. And I say, yeah, then I would
22 had this thing about - I mean, you know, sometimes, you 22 tell him you've got to reverse that. And then, you know, it
23 know, if you walk up and down the hallway of the office or 23 was always, [ mean, we could sit here for hours and go
24 whatever, you know, you would hear him say, he would always - | 24 through all that kind of stuff that he would just do because
25 - Armand I guess, he always wanted to be in charge. And he 25 he was Armand, you know --
Page 91 Page 93
1 would tell people that, I'm in charge. And now, you know, 1 Q Did you -- so, Armand is, you know, at least
2 I'll make this -- you know, he would just do all that kind of 2 claiming that he's putting in capital and that he has other
3 stuff and, you know, it will -- and I'm building up to, you 3 clients or investors that are investing money into the Elva
4 know, what I had found out, but that was his thing. And if 4 Group which you knew had to be true, because you were getting
5 you did something to upset him, he wouldn't talk. I mean 5 distributions -~
6 there were times where we didn't talk for weeks. You know, | 6 A Yeah
7 and I wouldn't -- I mean, really most of the time I would 7 Q  --and you hadn't yet started generating a profit
8 say, you know, [ don't know, most of the time [ was either 8 on the Haven Estates, right?
9 traveling or I just didn't like to be in the office with him, 9 A Yes, absolutely.
10 because there just the tension that was between he and 1. 10 Q So, were you also soliciting clients or investors
11 AndI always -- I never, you know, I just -- I never -~ 1 11 toinvest in the Elva Group?
12 never knew what flavor of chocolate I was getting with the 12 A No. 1--well, and this is, once again, this goes
13 guy from day-to-day. 13 to some of that documentation that I sent to you. [ had met
14 Q Okay. 14 with -- as a matter of fact I went down to -- to a friend of
15 A And-- 15 mine, well, a very good friend of mine was the director of
16 Q  And were there other individuals that were working | 16. securities for the State of Utah. And I asked him, you know,
17 in this office space? 17 if-- okay, ifit's -
i8 A Oh, yeah, yeah. I mean, I gave -- and [ don't 18 Q Isthis Mike -- who do you go talk to?
19 have their numbers, but I gave all that to the FBIL 19 A Tony Taggart.
20 Q So, approximately how many people were employed | 20 Q Tony Taggart, okay.
21 either, you know, full-time or part-time for New Vision, 21 A Yeah
22 Destiny Funding, the Elva Group, all of the entities that 22 Q Okay.
23 were located in this same office space? 23 A And Tony's a friend of the family and all that
24 A Probably about four or five, something like that. 24 stuff and he was the director. So 1 took in all the
25 Maybe a little bit more, I don't know. 25 paperwork and talked to him and, you know, 1 said, hey if -
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1 know, when [ was talking to Mark Dalton, it was just in 1 Q How did they receive money?
2 conversation and he said, oh yeah, Armand just gave me a 2 A Armand was -- he was taking -- he was taking
3 check for $50,000. Isaid, you know, what? And then I said, 3 dollars from ctther other investors or their projects. His
4 what, and I -- so, it was these little, you know -- 4 claim to fame was that he was, you know, he was making most
5 Q  When -- when was that approximately? 5 of the payments. That he was, you know, handling everything
6 A Probably in I don't know, maybe 2009, 2010. 6 and -- and, you know, he -- [ don't -- he -- from a variety
7 don'tknow. Butit -- I mean, it's 100 percent fact, you 7 of sources.
8 know, and [ -- [ asked Armand, I go what, you know, so, how - 8 Q  And that's something [ wanted to talk about, those
9 - how many other times has he done stuff like that, I don't 9 sources. So, you know, it's -- it's apparent that certain
10 know. But that's what, you know, he, you know, the -- the 10 investors that had at least a promissory note obtained some
11 capital coming in he -- he had, you know, he had -- he had 11 or all of their -- their money.
12 built structures, I couldn't even begin to -- to really, you 12 A Uh-huh.
13 know, to -- | just really don't know how he -- how -- | i3 Q And it -- 1t seems that the Elva Group never made
14 really don't know what's real and what isn't real as far as 14 any money on the Haven Estates project, 1s --
15 how he -- how he structured things. How, you know, how -- 15 A Uh-huh.
16 how, you know, how taxes were -- I mean, I can tell you, 16 Q -~ that's correct, right?
17 had a call -- I had talked to the IRS. As a matter of fact I 17 A Yeah
18 should tell you about that. ) 18 Q Okay. So, did Armand pay certain -- some earljer
13 Q Hold on. I want to go back to -- so, with the 19 investors with money that he obtained from more recent
20 Mark Dalton conversation, he told you that Armand gave hima { 20 investors?
21 check for about $50,0007 21 A Yeah, yeah, he -- well, he -- he -- you know, |
22 A No, for $50,000 and I -- 22 don't know to what extent, but do you want me to tell you how
23 Q A check for $50,0007 23 I--how [ really found out about it and --
24 A To - to him for -- 24 Q  Absolutely.
25 Q And for what? 25 A Okay.
Page 159 Page 161
1 A For development fees or whatever. 1 Q  Yeah, what's the basis for your response?
2 Q Did you owe Mark Dalton $50,000 for development 2 A Well, and I'm - I'm going to kind of give you a
3 fees? 3 little bit of the history, this may be long winded, |
4 A ] - probably or there could have been a bill. 4 apologize. But I had met a -- a gentleman by the name of Rob
5 Q I'mean, you seemed surprised by that, and I'm just 5 Levine, and he and 1, to make a long story short, had become
6 wondering if that was - 6 very good friends. And they put -- they put monies into -
7 A Yeah, it. 7 into the business.
8 Q -- an expense that you'd you had no idea about. 8 Now, that's kind of distorted and I -- I can't say
9 A No, but those were the, you know, those were -- 9 one way or another because Rob was always, ['ll deal with
10 those were -- [ mean, like I -- those were things he would 10 Armand on the money, Il deal with Armand on the money; then
11 just do because he was Armand. He would give people raises | 11 okay, fine.
12 because he was Armand. 12 So, Rob became, I mean, we were very good friends,
13 Q  So, where did that $50,000 come from? 13 very, very good friends and - and spent many years, you
14 A That1 don't know. 14 know, just I would go out there, he'd come out there. And
15 Q Did- 15 then he really helped us with Wealth Solutions, with Global,
16 A But]--Imean-- 16 became a partner in it. And -- and then [ was -- the latter
17 Q - the Elva Group ever make any money from Haven | 17 part, when I was having really a lot of issues with Armand,
18 Estates? 18 you know, my alcoholism was, you know, was, it was -~ it was
19 A The -- no, the property -- the property ended up 19 getting worse, but it wasn't to the point to -- to what had
20 going -- no, it was a complete failure. It went broke and 20 happened later on. But and then Rob had come out, he had saw
21 everything else. And -- I mean, there's a, you know, a lot 21 that ] was, you know, drinking a lot and, you know, and -- 1
22 of reasons why it did that but -~ 22 mean, he's, you know, and he was concerned and he said, man,
23 Q  So, certain investors that had promissory notes 23 you really need and -- and it was real genuine. He was, like
24  from the Elva Group received money? 24 T'm really concemned. And, you know, [ had told him -- and
25 A Uh-huh. 25 he knew all -- he didn't know -- he knew the -- the wretched
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1 they put that together. 1 stuff.
2 But, you know, but then there's, you know, the 2 Q Did that project have a name?
3 other side to that s - 3 A Under Global?
4 Q I'm not understanding at all. Was this just a 4 Q The South African project.
5 project that your were looking into and it never got off the 5 A That's what it was, REMO. You asked about REMO.
6 ground and you never did anything for it or -- 6 Q Okay. So--
7 A No,no,no. We builta website. We did all that. 7 A Yeah, REMO was -- that's - that's what it is.
8 We had all the contacts. We had all the, you know, the 8 REMO. It was driving me crazy. REMO --
9 little endorsements and stuff like that from -- from -- the ? Q
10 guy's name was -- a black gentlemen. His name was Joseph Q  Tha's R-E-M-O -
11 something. He was the owner of the development company. He 10 A Yes. . o
12 was putting it all together. He had, you know, the i; 2 ;f;(;zcl?gol\\sa;ﬁ;i‘ifjﬁ?iii J:j;in:gi'can
13 brochures. And all we were going to do was be a marketing 13 entity. ’
14 arm. Really, the marketing company for him, marketing all 14 Q Okay.
15 those South African, post World Cup properties. And then, 15 A So that was - [ think REMO was owned by Joseph.
16 you know, just putting awareness out there about that 16 And I can't remember his last name.
17 project. About people that can buy -- you know, really, 17 Q Okay. And the project itself, was it called the
18 because ex-patriots of South Africa are all over the world. 18 Katota project?
19 And what a better way to -- you know, I mean, they were 19 A Katota project. Yes, ma'am.
20 working with -- I don't know - African Union, all these 20 Q K-atota
21 other people, to get people back into buying real estate, you 21 A Yes.
22 know, post the -- my brains — when Nelson Mandela got out of | 22 Q Okay. So the only thing that actually got off the
23 jail. What's that -- the Apartheid. 23 ground, for that whole project was that Wealth Solutions did
24 So they were just trying create, you know, a lot 24  design a website?
25 of stimulus and -- 25 A Yeah, Wealth Solutions -- you know, the website
Page 211 Page 213
1 Q Okay. So, did you become the marketing arm? 1 was done. We were actually -- we actually had a couple
2 A Yeah, yeah. We put that up on the website. We 2 properties from Citibank that we loaded on there or several
3 were the marketing arm and everything. Did we sell anything? | 3 properties. But it was -- that was another thing that Global
4 No. No, we didn't. 4 Real Estate -- we were working directly with National Asset
5 Q Okay. So, you -- you did a fair amount of travel 5 Direct on that. But, you know, the biggest obstacle was to
6 for it, but didn't actually end up selling anything or 6 actually - to be able to -- 1 don't know, to be able to
7 generating any kind of profit? 7 resell those properties. Because everything was being held
8 A No, no, because it was -- and then -- and then the 8 back and it was just -- it just -- it was real difficult at
3 company was -- just because of the global -- the banks were 9 the time, to -- to be able to buy the properties.
10 getting -- it was just one, one thing after another. 10 Q Sodid Citibank authorize GREN Realty to list
11 Q Did you enter into a contract with anyone to do 11 properties that they owned?
12 the marketing? 12 A No, not Citi. Citi would have all these
13 A Oh, yeah, yeah. We had contracts and all that 13 foreclosures. And then National Asset Direct would -- 1
14 stuff. Yeah. 14 mean, they did it for various companies. But they were a
15 Q Were you supposed to get a percentage of revenue 15 servicing entity.
16 ofsales or -- 16 Q Okay.
17 A Oh, yeah, there was actually a very large dollar 17 A And if - if Citi, Bank of America, you know,
18 amount. You know, when the contract was actually 18 whatever, Wells Fargo, had a foreclosure, they would have --
19 implemented, there would be -- there would have been a 19 they would hire National Asset Direct, to go in there and you
20 percentage, you know, paid up front. And then a percentage 20 know, basically fix up the property, and/or if National Asset
21 paid -- 1 don't remember all the -- yeah, but no, it was all 21 Direct bought a mortgage, Citibank mortgage and they had to
22 in -- I mean, stuff that I gave to my attorney and 22 foreclose on it, then it would turn info an asset -~
23 everything. I mean, there was -- 23 Q So--
24 Q  And then it just never went anywhere? 24 A --that we could actually sell.
25 Q -~ National Asset Direct was a hedge fund, that

A No, no. Contracts. There was -- yeah, all that

25
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1 was your understanding? 1 A For?

2 A Yeah, they're a hedge fund. 2 Q To invest in any South African properties or for

3 Q Okay. Where are they operating out of? 3 any other reason?

4 A They have offices in Dallas and San Diego. 4 A No, no, no. There was -- I mean, there was --

5 Q  Okay. 5 there was -- that lady that I told you about earlier, Leslie

6 A AndNew York. 6 Leason, she was talked, you know, talked to her about

7 Q  So the -- Wealth Solutions did the, the website 7 capitalization for -- for Wealth Solutions. But it -- you

8 and Roy Bettenhausen provided all of the funding capital for 8 know, that didn't -- that didn't work. So we talked to --

9 that project? 9 tatked to Mr. Roy Bettenhausen about it. And then he, you
10 A Yes. He put the capital into that project and, 10 know, discussed it with the attorney and that's how that came
11 you know, he was very involved in the structure and all that. | 11 about. So he was -- he was the only that -- he was the only
12 Q So none of the ELVA Group investors' money was 12 one that put capital into - into Wealth Solutions and to
13 used for the Katota project or anything having to do with 13 Gilobal Real Estate.

14 Wealth Solutions or GREN Realty, is that correct? 14 Q So you never received any income or distributions

15 A Yeah, to my knowledge. But there's all sorts of - 15 or anything from any of those entities because they never had

16 -Tluse A, as an example, that was being told, the 16 any profit or never had any business?

17 people, that your dollars are going into the Global Real 17 A Ithink there was -- there -- on the distribution,

18 Estate Network project. And you know, that I was -~ Iwas in | 18 I think there was -- there may have been -- there may have

19 Africa when I wasn't. And -- 19 been -- I think, from Wealth Solutions, there may have been

20 Q  Who -- who said those things? 20 distribution that came out of that. But I'm pretty sure

21 A Armand was telling these people that. Tmean, 21 there was.

22 have -- I -- you know, from -- from -- and this was when [ 22 Q So that would have been money from Ray -- Roy

23 was getting all that documentation so I could give it to 23 Bettenhausen?

24 Jason. And then when I was talking to people, they were, 24 A Yes. Yeah.

25 like yeah, you know, you were in Africa. Isaid, no I wasn't 25 Q Do you recall how much distribution was to both
Page 215 Page 217

1 in Africa on those dates. And -- but | gave all that 1 youand Armand, from Wealth Solutions?

2 information to the FBI. 2 A No, I donot. I think it may have been $7,500,

3 Q So Armand was representing to people that had 3 maybe. Idon't know.

4 invested money with the Elva Group, that some of that money 4 Q Okay.

5 was going to the South African project? 5 A That was probably in -- I think, it was either
6 A Apparently. I mean, I don't -- I don't know to 6 2009 or 2010.

7 what -- I mean, I've seen stuff on the internet. You know, 7 Q Okay. And Bob Ballauo --

8 I'm going to try to take that with a grain of salt. But! 8 A Ballauvo.

9 know the people that I had talked to, yeah, and they said, -- 9 Q Ballauo. What did he tell you?

10 Q Do you recall any of those individuals, that you 10 A He told me, you know, previously, that he had, you
11 spoke to, that told you Armand had told them that their Elva 11 know, that he -- he was doing property with New Vision and
12 Group money was being used for the Katota project? 12 then Armand had him switch it over to -- to the Elva Group.
13 A One specifically, was Bob Ballauo. 13 And Mr. Ballauo was telling me all this over the telephone.
14 Q Can you spell his last name? 14 And] was just trying to get as much information from him
15 A B-ald-a-u-o, [ think. But that's -- yeah, that 15 that] could so that I could forward it to Jason. And 1 just
16 was in an e-mail that [ sent to you as well. 16 asked him -- I said, hey, you know, I just -- there's -- the

17 Q Soit's your understanding that investor money was 17 only thing I said, I said, there's some friction between

18 not used in the Katota project, for the Wealth Solutions or 18 Armand and I, I would like to -- you know, and then he sent
19 GREN Realty because the only money was the Wealth Solutions | 19 me all the information [ needed. And he had told me about,
20 website, that was funded by Roy -- 20 you know, about the Elva Group and --

21 A Roy. 21 Q What did he tell you about Elva Group?

22 Q -~ Bettenhausen? 22 A That he had, you know, that he had -- he was doing
23 A Yes. 23 loans for properties, private money loans. And then money
24 Q Okay. So there wouldn't have been a need for 24 was transferred to, you know, to the Elva Group. Or that he
25 25 and Armand had that conversation. So at that --

investor money, for any other purpose, is that correct?
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Page 234 Page 236
1 A That I don't know. I don't know what -- 1 (Government Exhibit 22 was
2 Q  Was there any profit being generated by any of the 2 marked for identification.)
3 businesses, like New Vision or the Vernal project or the 3 Q It's a one-page document. It's from Harbor
4 Katota project or any of the other ones that we've discussed? 4 Capital Partners, dated May 1, 2008. And it's entitled,
5 A No, no. There was no -- there was -~ [ mean there 5 notice of default.
6 were -- yeah, there were sales and stuff like that that were 6 A Yeah.
7 coming from, you know, small sales from Vernal. There was-- | 7 Q Do you know what that is?
8 there was supposedly a lot of sales coming from -~ or a lot 8 A There was a default on the loan. And -- there was
9 of sales taking place in the -- in the NuGulf thing. I'm 9 adefault on the loan for the -- for the property and -- and
10 almost positive about that. But how -- how Armand was -- 10 this is something that their lawyer and -- and our lawyer
11 well, like I told you, he told Rob there at the end, I was 11 were dealing with extensively because there was -- once
12 paying you with other investor dollars, And that's when -- 12 again, this was talking to my attorney, there was -- there
13 that's when -- you know, going back at that time, going -- 13 was really some shenanigans that were going on. But when |
14 you know, when it was all taking place, everything seemed 14 got out of rehab, my attorney had told me that, you know,
15 fine and dandy. 15 there was a notice of default on the --
16 But then -~ then Rob or -- I'm sorry. Armand told 16 Q Hold on. So, did you go to rehab in 2008?
17 Rob that and that's why I got that, you know, that e-mail 17 A No, no, no. But there was -- he had -- he had
18 that he sent to me. 18 brought the notice of default to my attention when I got out
19 Q Okay. 19 of rehab and we were talking about that because basically,
20 A Family Products. I know what thisis. Okay. 20 this notice of default, in my opinion, is not worth the paper
21 That wasn't for the mortgage company. 21 it's written on.
22 Q So what is your understanding of April 21 -- 22 Q Okay. ButIdon'tunderstand. So, it's a letter
23 A It says, "Family Products." 23 that's dated May I, 2008. And you saw it when you got out of
24 Q Okay. 24 rehab. So three years later, you saw it in 20117
25 A They were another real estate seminar firm. And 25 A No, I would imagine I saw it. But there was a
Page 235 Page 237
1 we were having -- and they nceded letters of recommendation. | 1 notice of default and it was supposed to be lifted. And
2 And that's what that was for -- for the Global Real Estate 2 that's -- and that came from Harbor Capital, 1000 percent.
3 Network. 3 They were -- this should have never taken place.
4 Q  So, it was another seminar kind of program, like 4 Q This, being --
5 the James Smith -- 5 A This --
6 A Yes. 6 Q -~ the letter in Exhibit 227
7 Q --or the M5 seminars -~ 7 A This letter, this notice of default. And --
8 A Yeah. They were -- 8 Q Okay. So, was the Elva Group current on all
9 Q -too? 9 payments it owed to Harbor Capital?
10 A --they were a company in California. Because I 10 A No, it was not current. But they -- they had
11 was trying to think who -- | saw family something somewhere. | 11 said, they had sent that notice -- they were going to reverse
12 Q  Family Products? 12 the notice of default, for whatever reason. And that -- that
13 A Family Products. That's exactly what that is. 13 --my attorney, David Stevenson and their attorney, but a lot
14 Q Okay. Soit's your understanding that's the 14 ofthose -- a lot of these -- a lot of these meetings and
15 purpose for Mary Levine writing a letter of recommendation, 15 stuff, Armand was involved in a whole bunch of these
16 about the returns that she had, had been outstanding. 16 meetings. So -- but the notice of default, to the best of my
17 A Well -- see -- but -- that's -- and that's what 17 recollection, was -- it was supposed to be lifted
18 stumped me a little bit. That's not what that was for. That 18 immediately.
19 letter was for -- just letters of recommendation, that we had 19 Q Okay. So--
20 tosend to their legal counsel or their legal department at 20 A It shouldn't have even been recorded, from my
21 Family -- whatever it's called. 21 understanding.
22 Q Okay. 22 Q  So this -- the notice of default, here in Exhibit
23 A Family Products. 23 22, it shows the loan agreement and promissary note are dated
24 Q I'm handing you what has just been marked as 24 January 6, 2006. And the original amount is $2.4 million and
Government Exhibit 22. 25 change. That's a considerable higher amount than the 1.1

25
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HARBOR CAPITAL PARTNERS

May 1, 2008

Armand Franquelin

RE: Loan from Harbor Real Asset Fund, LP (“Harbor™)

NOTICE OF DEFAULT

Dear Mr. Franquelin:

This letter constitutes formal notice of default by the Elva Group, L.L.C. (*Borrower™) as a result Borrower’s failure to pay the
amounts due in accordance with the following documents:

»  Loan Agreement and Secured Promissory Note dated January 6, 2006 evidencing a loan in the original

amount of $2,463,625.00 .
= Loan Agreement and Secured Promissory Note dated January 15, 2008 evidencing a loan in the original

amount of $509,175.00
(Collectively, the “Loan Agreements” and “Notes™)

As a result of Borrower’s failure to make the required payment as set forth in the Loan Agreements and Notes, the loans are in
default. The total amount due and owing under the Notes as of the date of this letter is §7,158,665.94. This amount will
continue to accrue interest at the rate of interest set forth in the Note and 3 points per month in accordance with the terms of the
Notes. Please note that Harbor has the right to charge a default rate of 10 points per month in accordance with the terms of the
Notes for each month in which the loan is in default.

Under the terms of the Guarantee and Waiver of January 15, 2008 (“Guarantee”™), you, as a guarantor, irrevocably and
unconditionally guarantee and promise to pay the amounts due under the Note without diligence, presentment, demand for
payment and performance, protest, notice of dishonor or nonpayment. Your obligations under the Guarantee are secured by a
pledge of all of your personal assets pursuant to a Security Agreement dated Janvary 15, 2008 ("Security Agreement”). A copy
of the Guarantee is enclosed with this letier.

In accordance with the terms of the Guarantee, Harbor demands payment by you, as guarantor, of all amounts due under the
Notes. If this amount is not paid to Harbor within thirty (30) calendar days of the date of this letter or an extension agreement is
not entered into reached, then all legal and equitable actions available to Harbor under the Guarantee and the Security Agreement
will be taken, including foreclosure upon all of your personal assets and accounts.

Unless otherwise agreed by Harbor in writing in the form of a Note Extension Agreement andior a Forbearance Agreement,
Harbor's acceptance of one or more payments for less than the total amount due shall not be deemed to reinstate the loan, waive
acceleration of the loan or halt foreclosure andfor other proceedings against you as the Guarantor. Harbor intends to fake any and
all legal action against you to recover all amounts due under the Notes, including fees and expenses.  In order to avoid legal
action and foreclosure upon the personal assets pledged by you under the Securily Agreement you must prompily do the
following:
1. Pay Harbor all amounts due under the Noles, including interest and fees up to and including the date of payment.
2. Pay all reasonable expenses, including, but not limited to, attorney’s fees, trustee’s fees, property valuation expenses
and other expenses Harbor has incurred in enforcing its remedies, unless otherwise prohibited by law, which amounts
are in addition to the amount set forth above

We appreciate your promipt attention Lo this matter.
~~oincerely, -
Loy i s
) « /"\
{ ¥ Martin Thg
General Counsel
Harbor Real Asset Fund, LP

Ce: Paul Veasy, Parsons Behle & Latimer
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11/15/10

The Elva Group

968 East Chambers Street
Suite #5

South- Ogden, UT 84403

Attn: Armand Franquelin, Martin Poole, James M. Smith, Robert Levine

Gentlemen, my name is Tom Tranovich, and [ am writing to you on behalf of my family

members who invested with you and your company. The parties include [}
to be herein

referred to as the “Tranovich investors™. Effective November 13, 2010, The Tranovich
investors have given me the exclusive power-of-attorney to resolve their collective
interest in regards to their investment with you and your firm and to proceed with any
remedies as | see fit. Therefore, effective immediately, you are hereby forbidden to
contact any of the Tranovich investors directly. Any and all future communication for
the group will be handled by me.

In the fall of 2008, the Tranovich investors were initially solicited by James M. Smith
and later by Armand Franquelin and Martin Poole. During those meetings, the Tranovich
investors were given verbal assurances that their investment in the Vernal Utah project
would be secured by a first lien position on the specific lots in that project. The verbal
commitment of their first lien position was not only made to the four Tranovich investors,
but also witnessed by Stephen Tranovich (husband of Marie) and Scott Fitz-Patrick
(husband of Karen). I personally was also was told of the same security in a phone
conversation I had with Martin Poole in or around December 2008, soon afier I learned of
my mother’s (Marie Tranovich) investment with your firm. Martin assured me during
that call, that the project was a great investment and her money was safe and secured by a
first lien position on the individual lots in the development. He even explained to me in
great detail that the lien was on specific lots, not the project in general, and hence gave

her investment perfect security.

The Tranovich investors signed 4 separate Promissory Notes prepared by your firm that
confirmed the verbal commitment’s you made and their understanding that their money
would be secured by a first lien position in the lots. Paragraph 7c of the notes state,
“Holder’s security interest in and to the Collateral is and shall remain in a first lien
position”. In fact, there already was a first lien position on all of the lots by Harbor Asset
Fund (or associated entity of Harbor) prior to any investment made by the Tranovich
investors. The Tranovich investors would have NEVER invested their moncy in this
project if they were told they would not be in a first lien positien. They were
intentionally misled (through verbal commitments and writien documents) by Armand
Franquelin, Mariin Poole, James 3. Smith, and Robert Levine.




The Tranovich tnvestors first learned of this fraud in a letier dated November 9, 2010
from vour attorney David Stevenson. Prior to receiving this letter, vou had no less than
50 conversations and/or correspondences with the Tranovich investors over the course of
their investiment asking about the status of their payments and their security interest in the
lots. You never revealed to them that the lots were foreclosed upon in February 2009,
only MONTHS after they made their investment! You initially lied to gel the Tranovich
investors to invest their money. and then blatantly lied to them for the last 20 months
about the status of the lots!

On November 10, 2010, 1 participated m a conflerence call with Armand Franquelin,
Karen Fitz-Pawrick and Lorraine Epperley. During that call we collectively reviewed the
Nowvember 9, 2010 Stevenson letter and the fraud was revealed, During that call, Armand
agmin promised full payment of principle and acerued interest by mid December 2010,

You have failed to make the interest and principie payments promised in the notes, and
therefore you are in breach of the contracts. During the course of this investment, you
have repeatedly promised payment of the principle and accrued interest, and have lailed
10 fulfill your promises.

Based on the breach of the contracts and evidence of fraud, 1 have contacied my atomey
Mr. Tracy Fowler (Snell and Witmer LLP, Salt Lake City, UT) to review the matter. Mr.
Fowler is in complete agreement of the fraudulent implications of this case, and not only
recommended immediate civil actions against The Elva Group and all of its principles
and associates, but his firm has a close working relationship with the District Attorney
and feels confident they will pursue a criminal investigation against Armand Franquelin,
Marun Poole, James M. Smith, and Robert Levine for their role in this fraud. Mr. Fowler
also feels confident that the Attorney General’s office will have great interest in this
matter as acts of this nature smears the great state of Utah’s reputation for commeree and
mvesting. Also, the Tranovich investors are not elassified as “aceredited investors™ as an
mvestment of this nature requires, so hence additional legal action will be explored.

Gentlemen, Armond promised full payment of principle and all accrued interest by mid
December, 2010, 111 do not receive full payment per the attached spread sheet by Friday
December 17,2010, 1 will immediately institute civil and criminal action,

Sincerely,, 7 7
A e
i - A
" 4
C" ’44.-?.-_‘--'_’(/
Thomas §. Tranovich
For the Tranovich Investors



Vernal Utah Investments
1171512010

Total Frinciple and Interest
Legal costs
Total Due Tranovich Investors

Wiring Instructions

incomung Wire ABS
Account Number:
Wachovia Bank NA

Principle interest to 12/17/10
% 250,000 9 116,632
s 200,000 § 87,185
5 160,000 § 76,994
3 100,000 5 51,303
S 700,000 S 342,004
3 1,042,094
3 10,000
3 1.052,094




11/18/2010

Tom s Tranovich

Dear Tom,

Again thank you for your time and consideration regarding a payback plan. What we are
proposing is the following: based on your message dated 11/15/2010 via e-mail and ups
delivery received on 11/18/2010 at the

The accounting numbers | received from you show interest accruing thru to 12/17/2010, and
based on our accounting we are close o your numbers that you provided. And it appears that
you are using the default rate of 21% and you credited the interest payment's that where made

~only to made to [} and |

| agree with you on the default of 21% simple interest. Based on our past dealings with your
family, | do not want to give you any unrealistic expeclations. So we have made a payment plan.
Payment plan; MEANING (James Smith, Armand Franquelin & Martin Pool) understand the
need to have your famiiy paid off entirely as quick as possible.

What is realistic and with expectation that can be met:

EFFECTIVE FEBRUARY 15TH 2011.

15T PAYMENT WILL BE RECEIVED INTO WACHIVOA BANK ON FEBRUARY 15, 2011 AND
EVERY MONTH FOLLOWING.

THE FINAL PAYMENT WILL BE ON MAY 15, 2011, WHICH WILL INCLUDE ALL PRINCIPAL
AND ACCURED INTEREST.

The reason for the deferred lengthy payment plan is that through our contract with South Africa
will we be receiving drawdowns. We will be paying you as much as we can, when we receive it
but not all money will come in at one time, therefore we need to draw this payment out so we
can fulfill our financial obligation to your family and yourself

Once this payment plan is accepted or ofher settlement options, | would expect that Rob Levine
be taken off any obligations or possible law suits, for he has no lawful conlract with The Elva

Group
itted, 7
p

Respectiully subm

/ ,\'_/

el

C/c Martin Pool
C/c James Smith



11/29/10

The Elva Group

968 East Chambers Street
Suite #5

South- Ogden, UT 84403

Attn: Armand Franquelin, Martin Poole, James M. Smith

Gentlemen, | am in receipt of your 11/18/10 proposal. It is extremely hard to believe that any
payment program you suggest is meaningful, as at our November 9, 2010 conference call
Armand said the full balance would be pald by mid December 2010, and now you are suggesting
to start paying in February 2011 and end in May 2011! This is not acceptable.

But, in order to facilitate a settlement agreement, I would be agreeable to the following:

1. A new contract would be created to incorporate these items. This document to include:
a. Payment Schedule , T T
1. December 15,2010 / $50,000 e 20, 00
2. January 15, 2011 _$156,600 70, 2
3. Febrnary 15, 2011 $200 000/“\/; 2 7, 0 Q
4. March 15,2011 $250,000 — ”
5. April 15,2011 $250,000 -
6. May 15,2011 balance of princ';plc, accrued interest, legal fees

b. Interest on unpaid balances to accrue at a rate of 21%
~¢. A “tolling” provision to be included to eliminate any statue of hmxtanons expiring
on any lawsuit opportunities.
d. This agreement is to be signed by Armand Franquelin, Martin Poole, and James
M. Smith, and it will include a personal guarantee provision binding each of these
gentlemen to meet this payment schedule. [ will not require Robert Levine to

sign.

I believe this is more than a fair agreement. The Tranovich investors are in desperate
need of cash, so the December and January payments are a must. Afier that, I simply followed
your proposed payment plan. The personal guarantees are a must as your promises to pay over
the last 18 months have been meaningless. (You each are already personally liable for this debt

as fraud is not protected by the corporate veil.) .
/



You have until Wednesday December 1, 2010 to agree or reject this proposal.  If you
agree. ] will have my attorney prepare the agreement. [ you don’t agree. or | don’t hear from
vou by that date. | will not wait until December 17" (as I stated in my previous letter) and will
immediately institute legal and criminal prosecution.

Sincerely,

-~ . -
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Daniel J. Wadley (10358)
wadleyd@sec.gov

Thomas M. Melton (4999)
meltont@sec.gov

Attorneys for Plaintiff

Securities & Exchange Commission

15 West South Temple Street, Suite 1800
Salt Lake City, Utah 84101

Tel. 801-524-5796

Fax: 801-524-5262

IN THE UNITED STATES DISTRICT COURT
DISTRICT OF UTAH, NORTHERN DIVISION

SECURITIES AND EXCHANGE

COMMISSION,
Civil No.: 1:13-cv-00096

PLAINTIFF,
Judge Clark Waddoups

v.
Magistrate Judge Evelyn J. Furse

ARMAND R. FRANQUELIN, an individual, and
MARTIN A. POOL, an individual

DEFENDANTS,
and
JUDITH E. FRANQUELIN

RELIEF DEFENDANT

DEFAULT AND FINAL JUDGMENT AS TO DEFENDANT ARMAND R.
FRANQUELIN AND RELIEF DEFENDANT JUDITH E. FRANQUELIN

The Court having reviewed the Securities and Exchange Commission’s (“Commission™)
Motion for Default and Final Judgment against Defendant Armand R. Franquelin (“Franquelin™
or “Defendant™) and Relief Defendant Judith E. Franquelin (“Relief Defendant”) and good cause

appearing enters the following Order:
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STATEMENT OF FACTS

1. The Commission filed a Complaint against Defendant and Relief Defendant on July
2, 2013. Docket No. 2.

2. On August 21, 2013, Franquelin and Judith filed a Statement of Financial Affairs
with the United States Bankruptcy Court, District of Utah, in which they list this
action as a suit “to which the debtor is or was a party”. See In re Armand R.
Franquelin et al., Case No. 13-22646, docket No. 37, (D. Utah 2013).

3. On October 17, 2013, the Court granted the Commission’s Motion for Service of the
Complaint by Alternative Means, approving service by publication against the
Defendant and Relief Defendant and also allowed service of the Complaint to the
Defendant via email. Docket No. 10.

4. On October 22, 2013, pursuant to the Court’s Order Granting Use of Alternative
Means of Service of Process, the Commission sent the summons and complaint to

Defendant via email at armandfranquelin@aol.com. See Declaration of Service,

Docket No. 11.

5. The Commission also published a notice about the pendency of this action in The Salt
Lake Tribune and the Standard-Examiner. The notices ran once a week for three
weeks starting October 23, 2013 and ending November 6, 2013. /d.

6. Notice of the Proof of Services was filed with the Court of November 20, 2013. /d.

7. OnJanuary 3, 2014, the Clerk of the Court entered a Default Certificate against
Defendant and Relief Defendant. Docket No. 13.

8. To date, Defendant and Relief Defendant have failed to file a response to the

allegations contained in the Commission’s July 2, 2013, Complaint.
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9. No stipulation for an extension of time was entered into between the Commission and
Defendant or Relief Defendant allowing further time in which to respond to the
Complaint.

10. Defendant is not an infant or incompetent. Docket No. 2 at § 12.

11. Relief Defendant is not an infant or incompetent. Docket No. 2 at § 14.

12. A Default Certificate having been entered against Defendant and Relief Defendant,
they are barred from denying the allegations of the Complaint.

13. In the course of the fraudulent conduct alleged in the Complaint, Franquelin received
$1,529,749.28 of investors’ funds. The prejudgment interest calculation on these
funds is $709,662.16.

14. Relief Defendant Judith E. Franquelin, wife of Armand Franquelin, was unjustly
enriched from the funds derived from the alleged fraudulent conduct, receiving
$396,740.62 of investors’ funds. The prejudgment interest calculation on these funds
is $166,935.80.

L

IT 1S HEREBY ORDERED, ADJUDGED, AND DECREED that Defendant Armand R.
Franquelin and Defendant’s agents, servants, employees, attorneys, and all persons in active
concert or participation with them who receive actual notice of this Final Judgment by personal
service or otherwise are permanently restrained and enjoined from violating, directly or
indirectly, Section 10(b) of the Securities Exchange Act of 1934 (the “Exchange Act™) [15
U.S.C. § 78j(b)] and Rule 10b-5 promulgated thereunder [17 C.F.R. § 240.10b-5], by using any
means or instrumentality of interstate commerce, or of the mails, or of any facility of any

national securities exchange, in connection with the purchase or sale of any security:

(OS]
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(a) to employ any device, scheme, or artifice to defraud;

(b)  to make any untrue statement of a material fact or to omit to state a material fact
necessary in order to make the statements made, in the light of the circumstances
under which they were made, not misleading; or

(©) to engage in any act, practice, or course of business which operates or would
operate as a fraud or deceit upon any person.

I1.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant
Armand R. Franquelin and Defendant’s agents, servants, employees, attorneys, and all persons in
active concert or participation with them who receive actual notice of this Final Judgment by
personal service or otherwise are permanently restrained and enjoined from violating Section
17(a) of the Securities Act of 1933 (the “Securities Act™) [15 U.S.C. § 77q(a)] in the offer or sale
of any security by the use of any means or instruments of transportation or communication in
interstate commerce or by use of the mails, directly or indirectly:

(a) to employ any device, scheme, or artifice to defraud;

(b) to obtain money or property by means of any untrue statement of a material fact
or any omission of a material fact necessary in order to make the statements
made, in light of the circumstances under which they were made, not misleading;
or

(©) to engage in any transaction, practice, or course of business which operates or

would operate as a fraud or deceit upon the purchaser.
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1L

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant

Armand R. Franquelin and Defendant’s agents, servants, employees, attorneys, and all persons in

active concert or participation with them who receive actual notice of this Final Judgment by

personal service or otherwise are permanently restrained and enjoined from violating Section 5

of'the Securities Act [15 U.S.C. § 77¢] by, directly or indirectly, in the absence of any applicable

exemption:

(@

(b)

(©)

Unless a registration statement is in effect as to a security, making use of any
means or instruments of transportation or communication in interstate commerce
or of the mails to sell such security through the use or medium of any prospectus
or otherwise;

Unless a registration statement is in effect as to a security, carrying or causing to
be carried through the mails or in interstate commerce, by any means or
instruments of transportation, any such security for the purpose of sale or for
delivery after sale; or

Making use of any means or instruments of transportation or communication in
interstate commerce or of the mails to offer to sell or offer to buy through the use
or medium of any prospectus or otherwise any security, unless a registration
statement has been filed with the Commission as to such security, or while the
registration statement is the subject of a refusal order or stop order or (prior to the
effective date of the registration statement) any public proceeding or examination

under Section § of the Securities Act [15 U.S.C. § 77h].

n
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Iv.

IT ISHEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant
Armand R. Franquelin and Defendant's agents, servants, employees, attorneys, and all persons in
active concert or participation with them who receive actual notice of this Final Judgment by
personal service or otherwise are permanently restrained and enjoined from violating Section
15(a) of the Exchange Act [15 U.S.C. § 780(a)] by directly or indirectly making use of the mails
or any means or instrumentality of interstate commerce to effect any transactions in, or to induce
or attempt to induce the purchase or sale of any security (other than an exempted security or
commercial paper, bankers’ acceptances, or commercial bills) unless such broker or dealer is
registered in accordance with Section 15(b) of the Securities Act

V.

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Defendant
Armand R. Franquelin is liable for disgorgement of $1,529,749.28, representing profits gained as
a result of the conduct alleged in the Complaint, together with prejudgment interest thereon in
the amount of $709,662.19, for a total 0of $2,239,411.44. Defendant shall satisfy this obligation
by paying $2,239,411.44 to the Securities and Exchange Commission within 14 days after entry
of this Final Judgment.

Defendant may transmit payment electronically to the Commission, which will provide
detailed ACH transfer/Fedwire instructions upon request. Payment may also be made directly
from a bank account via Pay.gov through the SEC website at

http://www.sec.gov/about/offices/ofm.htm. Defendant may also pay by certified check, bank

cashier’s check, or United States postal money order payable to the Securities and Exchange

Commission, which shall be delivered or mailed to
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Enterprise Services Center

Accounts Receivable Branch

6500 South MacArthur Boulevard

Oklahoma City, OK 73169
and shall be accompanied by a letter identifying the case title, civil action number, and name of
this Court; Armand R. Franquelin as a defendant in this action; and specifying that payment is
made pursuant to this Final Judgment.

Defendant shall simultaneously transmit photocopies of evidence of payment and case
identifying information to the Commission’s counsel in this action. By making this payment,
Defendant relinquishes all legal and equitable right, title, and interest in such funds and no part
of the funds shall be returned to Defendant.

The Commission shall hold the funds (collectively, the “Fund”) and may propose a plan
to distribute the Fund subject to the Court’s approval. The Court shall retain jurisdiction over the
administration of any distribution of the Fund. If the Commission staff determines that the Fund
will not be distributed, the Commission shall send the funds paid pursuant to this Final Judgment
to the United States Treasury.

The Commission may enforce the Court’s judgment for disgorgement and prejudgment
interest by moving for civil contempt (and/or through other collection procedures authorized by
law) at any time after 14 days following entry of this Final Judgment. Defendant shall pay post
judgment interest on any delinquent amounts pursuant to 28 U.S.C. § 1961.

VI

IT IS HEREBY FURTHER ORDERED, ADJUDGED, AND DECREED that Relief

Defendant Judith E. Franquelin is liable for disgorgement of $396,740.62, representing profits

gained as a result of the conduct alleged in the Complaint, together with prejudgment interest

thereon in the amount of $166,935.80, for a total of $563,676.42. Relief Defendant shall satisfy
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this obligation by paying $563,676.42 to the Securities and Exchange Commission within 14
days after entry of this Final Judgment.

Relief Defendant may transmit payment electronically to the Commission, which will
provide detailed ACH transfer/Fedwire instructions upon request. Payment may also be made
directly from a bank account via Pay.gov through the SEC website at

http://www.sec.gov/about/offices/ofm.htm. Relief Defendant may also pay by certified check,

bank cashier’s check, or United States postal money order payable to the Securities and
Exchange Commission, which shall be delivered or mailed to

Enterprise Services Center

Accounts Receivable Branch

6500 South MacArthur Boulevard
Oklahoma City, OK 73169

and shall be accompanied by a letter identifying the case title, civil action number, and name of
this Court; Judith E. Franquelin as a relief defendant in this action; and specifying that payment
is made pursuant to this Final Judgment.

Relief Defendant shall simultaneously transmit photocopies of evidence of payment and
case identifying information to the Commission’s counsel in this action. By making this
payment, Relief Defendant relinquishes all legal and equitable right, title, and interest in such
funds and no part of the funds shall be returned to Relief Defendant.

The Commission shall hold the funds (collectively, the “Fund™) and may propose a plan
to distribute the Fund subject to the Court’s approval. The Court shall retain jurisdiction over the
administration of any distribution of the Fund. If the Commission staff determines that the Fund

will not be distributed, the Commission shall send the funds paid pursuant to this Final Judgment

to the United States Treasury.
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The Commission may enforce the Court’s judgment for disgorgement and prejudgment
interest by moving for civil contempt (and/or through other collection procedures authorized by
law) at any time after 14 days following entry of this Final Judgment. Relief Defendant shall pay
post judgment interest on any delinquent amounts pursuant to 28 U.S.C. § 1961.

VIL

IT IS FURTHER ORDERED, ADJUDGED, AND DECREED that this Court shall retain

jurisdiction of this matter for the purposes of enforcing the terms of this Final Judgment.
VIIIL
There being no just reason for delay, pursuant to Rule 54(b) of the Federal Rules of Civil

Procedure, the Clerk is ordered to enter this Final Judgment forthwith and without further notice.

Dated this 18th Day of April, 2014.

%/ﬂ/ /é,/d{?é/ ”

Clark Waddoups
United States District Judge




