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PROCEEDINGS

MR. DAVIS: My name is Lyman Davis. I'm the chairman of the ANMP
Unsecured Creditors Committee. Jerry Zwack is my cochairman in the
back.

We'd like to welcome you and thank you for taking the time to come out
tonight to get the information that we have to disseminate to you.

I'd like to introduce the head table. Mike Carmel is the bankruptcy attorney
for Jim Sell

PARTICIPANT: You're going to have to speak up.

MR. DAVIS: You can't hear us?

PARTICIPANT: No. You're competing with noise outside here.

MR. DAVIS: Well, close the door.

Mike Carmel is the attorney, bankruptcy attorney for Jim Sell, the receiver.

Larry Wilk is the attorney for Jim Sell, the receiver.

And Jim Sell, the receiver for ANMP, he's the one that's taking care
of the reorganization to get our money back.

David Dow is our attorney for the ANMP Unsecured Creditors Committee.

What we've asked them to do tonight is to come in and give us an overview of
what's happening.

We also have our court reporter, Clark, who is taking the information down
and what's happening at the meeting tonight.

We'd like to ask you, when you have questions, to stand up, state your name,
and then go ahead and state your question. And if you're not talking loud
enough, Clark will interrupt and ask you to speak up.

PARTICIPANT: If this is an information meeting, why is there a court reporter

here?

MR. SELL: Good question. I'll answer the question. The reason why there's a
court reporter here this time is because after the last meeting we had, there
were a lot of misrepresentations about what was said at that meeting, and |
didn't want that to occur again.

So what | wanted to do is to have an accurate record of what the comments
were, what the presentation was, and the questions and responses to those
questions. 1 didn't want a repeat of what occurred last time.

PARTICIPANT: What happened last time, as a result, after the meeting?

MR. SELL: After the meeting last time there were a number of representations
that people were told that they could only vote one way; they were never
told their options on how to vote; they were never told the ramifications of
what a vote was.

And that's simply not true because the attorneys were there for both
myself and for Castle, and they explained what the options were. And more
than one person explained the options. And that's not what was
disseminated out to a number of the investors.

MR. WILK: And let me just add that, as a result of what was purportedly said or
not said, the estate incurred a lot more expense than it needed to incur.

There were various motions that went out to people to sign. There were
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various accusations made that ultimately had to be heard by the
judge. And every time that any of the lawyers or Jim has to show up in
court, it costs money.

And so we want to make sure that what we say is correct, number one, but
number two, that if people have questions as to what was said, we have a
record of it.

It's not to try to, you know, put people in a bad position. We're comfortable
that what we tell you is what's happening. And hopefully if there's any
guestions, we can help confirm it by the record that was made.

At this time I'd like to turn the mike over to Mike Carmel who represents Jim
Sell in the bankruptcy proceedings. And after Mike's done, I'll try to give
you an overview of why there are bankruptcy proceedings and why there are
State Court proceedings.

But I think one of the things that | want to make sure everybody understands
and what Mike is going to tell you is what happened in Castle and what is
coming out of Castle for the benefit of the people sitting in this room.

PARTICIPANT: From the court reporter, is this
going to be mailed out, then, as a record for everybody?

MR. CARMEL: No. But if you want to get a copy of it, I'm sure that he'll be
more than happy to send you a bill.

MR. DAVIS: We have already talked about the possibility of putting it on the
web site.

MR. CARMEL: That would be fine too.

MR. DAVIS: We'll try to get a PDF file, and we'll post it on the web site so
everybody will have access to it.

MR. CARMEL.: The idea of a court reporter, frankly, is just to make sure that, as
Larry said, that there's no misrepresentations to the Court about what is said
and what's not said tonight. It's just that simple. It's just to have an accurate
record. Nothing more, nothing less.

I'm going to assume that at least some of the people in this room are not at all
familiar with what went on in the Castle bankruptcy proceedings.

There are a number of people here who | recognize, and there are a lot people
here who | don't recognize. So I'm just going to assume, for purposes of that
I'm going to say, that no one -- well, that at least some people are not at all
familiar with the details of what occurred in the Castle bankruptcy
proceedings.

About a little over a year ago, Castle, the Castle stores, filed a Chapter 11
proceeding. There are a lot of allegations of -- or were, at least, a lot of
allegations of fraud that went on within the Castle operations before the case
was filed.

There were a lot of allegations about the dealings between the principals of
Castle, specifically Mr. Coleman and the principals of American National
Mortgage Partners.

There was an independent party appointed to basically run the Castle
operations, and that individual is Vern Schweigert. Mr. Schweigert had no
connection to the Castle operations prior to the bankruptcy proceedings
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being filed.

During the early stages of that case -- basically it was late June of last year —
Castle filed a Plan of Reorganization. That's what you're supposed to do in
a Chapter 11 case. And the plan provided for your constituency to receive 4
million dollars.

Mr. Sell had run some numbers at that time and felt that between the principal
amount of loans that were advanced to Castle as well as the interest that was
accruing at the rate which was, what, three percent a month?

MR. SELL: Or more.
MR. CARMEL: Or more, that approximately 23 to 25 million dollars was owed
from Castle to ANMP. So we had a broad range, 4 million to 25 million.

There was a hearing in front of the Court early on after that plan was filed,
and | made it abundantly clear that the proposal that they made was totally
unacceptable. There's another constituency that was represented by a
lawyer, and that's the unsecured creditors of Castle.

So there was a group of vendors who had provided materials, inventory,
whatever the case may be, to Castle. And they were represented by one
constituency, and that was the Unsecured Creditors' Committee. And they
had already negotiated a deal that they were going to get paid 100 cents on
the dollar plus interest. They never came to us to try to negotiate a deal.

So after that proposal was filed with the Court and after we pretty much laid
out our position clearly, that they were going to have a big problem with us,
the debtors' counsel and Mr. Schweigert asked to have a meeting with Mr.
Sell and myself to try to resolve our dispute.

And we met. And, to say the least, it was, atleast in the beginning, a
cantankerous meeting. There were all sorts of statements made about how
we weren't even entitled to the 4 million dollars because of the shenanigans
that were alleged to have gone on.

But the bottom line at the end of the day was that we agreed with Mr.
Schweigert to settle the dispute for 14 million dollars.

That number was not just pulled out of the air and it wasn't just a matter of
splitting it in half, but it was derived by looking at what payments had been
made to ANMP, the ANMP constituency, over the time period that
the loans had been made to Castle.

And it was also arrived at by taking into consideration the position that Mr.
Schweigert was going to be asserting which was that there was a Ponzi
scheme.

So we worked out a deal that we would settle for 14 million dollars. That
settlement was ultimately approved by the Bankruptcy Court after many
pleadings were filed after a trial that was held out at ASU. And with that
settlement, Castle was then able to move towards a plan of reorganization
and get a plan confirmed.

And let me just say this. It was not an easy process. The unsecured creditors
were very unhappy with paying 14 million dollars to you folks in the
aggregate. They were unhappy with a lot of the terms of the deal, including
that we were going to be getting some interest after a period of time. They
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were unhappy with the payout. They were just unhappy.

And so they put up a lot of hurdles for us to overcome. Separate from that,
there were at least a few investors represented by one attorney who made the
task difficult as well. And, in fact, that group, what we refer to as the
Dellheim creditors, has taken an appeal from the plan that was ultimately
approved by the Court.

The trial, on confirmation of the Castle plan, was conducted over several days
in early January. And the judge, in late January, ruled from the bench that
the plan would be confirmed. And what that means to you people is that 14
million dollars will be paid out over a period of time.

Now, there are a couple of creditors who have claims that total 2 million
dollars, and they were split out for different reasons. So really what it
means is there's going to be 12 million dollars, and that's going to be paid
out from the Castle operations.

One of the other things that we negotiated and that we insisted on is that our
constituency would have a voice in management until you're paid. So we
just didn't hand the keys back to the people who were running the show and
before the case got filed.

In fact, there's going to be a board of directors that consists of five people, one
of which is Mr. Schweigert. He's going to remain on; two representatives
from the unsecured creditors group; and then two from our constituency.
And that's Mr. Sell and Mr. Davis.

And they will be intimately involved in overseeing the operations, not the
day-to-day operations, but overseeing it as a board of directors typically
would do. So they are going to be looking out for your interests as the
payments are made.

Now, the payment structure is as follows:

Every quarter, every calendar quarter there's going to be a minimum of
$500,000 that's going to be paid out to both the unsecured creditors and your
constituency. And it's split -- this is negotiated -- percent to the unsecured

creditors or $275,000, and 45 percent to your constituency or $225,000.

The unsecured creditors will be paid off relatively quick because they are, in
the aggregate or in the total amount, owed about 3 million dollars at this
stage. It's a little bit less than that, but roughly 3 million dollars. So as that
gets paid off relatively quick, then there will be additional monies that will
be paid to us, at least that 500.

Now, remember | said a minimum of 500. It's really the greater of $500,000
or 60 percent of cash flow, of the net cash flow. And that's a defined term.
I'm not going to get into how that number is really calculated.

But let's just assume that, instead of there being cash flow, that the cash flow
is a million dollars for that particular quarter. There would be $600,000
paid instead of 500,000.

Based on the debtors' projections that were filed with the Court, it's estimated
that the payment of the amount of money that's due your group will be paid
in about five years.

Starting in year three, there will be interest that accrues on whatever balance is
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outstanding, and that interest rate will be eight percent. So that plan was
fully approved. All the payments that they were required to make so far
have been made.

There's a term in bankruptcy that's called "going effective™ which means that
everything has been approved and they are now going forward. That
happened on March 31st. The payments that were to have been made
on March 31st were made without problem.

The first payment in the $500,000 tronage that | referred to is due July 1st.
We have no reason to expect other than that it will be paid.

So that, in a nutshell, is what occurred in the Castle proceedings.

Does anybody have any questions? Sir?

PARTICIPANT: How does 14 million dollars compare to the aggregate?

MR. CARMEL: His question was, "How does 14 million dollars compare to the
aggregate?"

MR. WILK: Why don't we hold the questions until the end so that we can answer
all the questions based upon knowledge of the whole case.

MR. CARMEL: Okay. | spoke too soon. Hold your questions. Mr. Wilk and

Mr. Dow and Mr. Sell will present a little bit, and then, in the context of the
entire case, some of it might make better sense to you for a question like
that.

Fair enough?

MR. DAVIS: We have passed out three-by-five cards so you can write down
your questions. If you need any, just let us know and we'll get some to you.
MR. WILK: In order to keep this moving in an orderly fashion, I think the best
way to do it is to accept Mike's presentation for now. And we'll go through
the rest of the case and explain why the rest of us are here, and maybe that'll
answer a lot of questions. Then we'll open up the floor for questions people
have.

I want to explain why there's a bankruptcy and why there's not a bankruptcy.
At the inception of this case --

PARTICIPANT: We can't hear you.

MR. WILK: You can't hear me?

PARTICIPANT: Hold it closer to your mouth.

MR. WILK: | will do that. Is that better?

PARTICIPTANT: Yes.

MR. WILK: At the inception of the case, the State of Arizona, through the
Corporation Commission, filed the action that led to the receivership.

And at the time that they filed the Complaint, they named approximately
100 entities, two of which are American National Mortgage Partners and
an entity called ANMP 74th Street had actually filed bankruptcy prior to
the date of the receivership.

At that time those two companies were represented by Larry Dunning's
attorney, Stan Lerch, and he put those two entities in bankruptcy.

American National Mortgage, at the time, really had nothing except its
structure and was created for the purpose of serving as trustee for a number
of the entities collecting monies that were coming in, and dealings with
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investors' payouts.

ANMP 74th Street was created because Mr. Dunning foresaw that Castle was
about to file bankruptcy. So he took all the trusts that had been created to
hold title to Castle entities and transferred all the properties into ANMP 74th
Street and then filed bankruptcy for those entities, believing that that would
slow the Castle process down.

At the time the State of Arizona filed the receiverships, since two of the

entities were in bankruptcy and there's a automatic stay which is an
injunction that precludes creditors from going after a debtor without Court
approval in place, the State could not further the action against those two
entities.

But those two entities were very critical to any chance of reorganizing or
recouping money for the investors in this room.

The State got the order that appointed Jim Sell as receiver over all the entities
except those two. And we went into the Bankruptcy Court, and it was by
luck because the draw of who, as a judge, hears the Bankruptcy Court is at
random and there's numerous judges.

The ANMP and ANMP 74th Street cases and Castle were all before the same
judge, Judge Randy Haines.

And so we went into the Bankruptcy Court. Judge Haines had a very good
idea of what was going on in Castle and understood the ramifications of that
case upon American National and ANMP 74th Street.

And he issued an order lifting the automatic stay to allow the State of Arizona
to go back into State

Court and get Jim Sell appointed as receiver for those two entities.

So now all 100 entities were part of the receivership and allowed Jim then to
be the operating person or the responsible person for the two bankrupt
entities. It all gets very confusing, but the nice part is, we have a very good
judge that has both these cases.

And | don't know if Lyman put the transcript of the confirmation hearing on
the web site. But if you read or have the chance to read that transcript,
you'll

see a number of things that were very --

MR. DAVIS: The summations.
MR. WILK: There are various aspects of the judge's ruling that have been very

valuable to the investors sitting in this room.
One of the things Mike did not mention is that, in addition to the 12 million
dollars that was awarded to the ANMP investors, the judge also awarded
$167,000 in attorney fees in addition to the 12 million that was paid by the
Castle estate to the attorneys for the receiver in going forward with the
reorganization process.

This is somewhat out of the ordinary that a creditor gets paid its attorney fees
in a bankruptcy proceeding.

But if you read the transcript, you'll see that Judge Haines acknowledged that,
in a fraud case like the one before him, an early settlement is the best way to
assure that the investors get anything back.



415
416
417
418
419
420
421
422
423
424
425
426
427
428
429
430
431
432
433
434
435
436
437
438
439
440
441
442
443
444
445
446
447
448
449
450
451
452
453
454
455
456
457
458
459
460

Long, drawn-out litigation in the Castle Boutique case would have resulted in
the Castle entities going down the tube. There is no doubt about it.

You can't continue to run an entity in bankruptcy while litigating and
incurring 5- to $600,000 a month in fees, in litigation, and still expect to be
profitable enough in order to fund a reorganization to the investors.

So at the time the discussions took place as to how much the investors would
get back from Castle, one of the notions that was kept in the back of
everybody's mind at this table was, the longer this proceeding went on, the
less chance there was of a large recovery for the investors.

And the 14-million-dollar number, as the judge pointed out, was a very fair
settlement, based upon what the judge knew about the case, which was
significant.

That's Castle.

We have now been in the process of demanding funds from all the other
investments that were made. Every one of the borrowers has been
contacted. Demand has been made. And there have been lawsuits filed in
numerous cases in order to attempt to collect the funds back.

We try to look at the investments as which ones were going to be the most
profitable to the investors and had the greatest return. And those were the
areas where we centered our attention first.

And for many of you who understand this case and know what's going on,
Penthouse was one of the major borrowers of this estate. 5.5 million dollars
was loaned to Bob Guccione and various of his entities.

For those of you who are aware of what's going on with Penthouse,
Penthouse, the magazine, filed its own Chapter 11 bankruptcy proceeding.

Unfortunately there's a harsh reality that | hope, if there's one thing that you
walk out of this room understanding, the higher the return, the greater the
risk.

When a borrower is agreeing to pay back anywhere between 5 and 8 percent
per month, which is what the loans were in Penthouse, you got to assume
that there's a large risk factor that goes along with that.

Unfortunately, | perceive that many of you did not understand that and made
the investments.

As an overview -- and Mr. Sell can tell you more about this than I can — every
file that we looked at that the people had inherited from Dunning was a
mess. There were files where the loan documents, the security documents
were never recorded.

So if you pulled up a title report to see what our lien position was on a piece
of property or whether we owned a piece of property, we didn't show up at
all.

If there has been what people perceive as a veil of secrecy over what we're
doing, part of the reason for that veil of secrecy is, we didn't want the
borrowers to know what actions we were taking in order to make sure we
had perfected interests in the properties.

And in at least one case, John Wanek, our mortgage was not recorded. | didn't
want Mr. Wanek to run down to the Bankruptcy Court and file bankruptcy

10
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before we got our lien recorded.

There's a statutory provision in the Bankruptcy Code that says if you do
something like perfecting a lien within 90 days of the filing of a bankruptcy,
it can be set aside. 1 didn't want him to know what we were doing. | didn't
want him to run down to bankruptcy and try to set aside the lien we
recorded.

We now have a valid perfected lien against that property just for that fact.

There were other borrowers where the loan documents were problems. And
for us to disclose to all of the investors on a web site what we were doing or
what the problems with the given case may be would have been disastrous
for the investors.

And so there has been no veil of secrecy for us to the investors. It has been
for the reason of trying to protect the investors.

And | recognize a lot of faces in this room. | have gotten calls from people
that | don't recognize their faces, and I think I have been very up front and |
think the receiver has attempted to be very up front in conversations to try to
advise you of what we're doing.

Now let me get back to Penthouse.

Penthouse had its own problems. For those of you who invested in Penthouse,
my guess is, every one of you was told that you were secured by the
Penthouse Mansion, 108 acres of land in Hyde Park which was the country
estate for Bob Guccione, and a 40-million-dollar art collection.

And many of you were probably told that the reason this loan would be a low
risk is because the art collection was going up for sale.

Well, the art collection was noticed buy Southeby's to go to sale.
Unfortunately it was after September 11th. It was in October. And every
piece of art sold for the minimum bid which did not satisfy the
first lien holder on the artwork.

There was a 3-million-dollar deficiency. Now, my guess is that many of you
didn't even know that you were a junior lien holder on that artwork.

Okay. As to the mansion, we looked at the documentation and nothing's
recorded. Not only is it not recorded, but the original documents are not in
our file. They are supposedly being held by Guccione's lawyers.

Not only that, if that was the worst that would have occurred, we probably
could have resolved some of the issues.

But one of the problems that existed was the loan documents, by the very
nature of the agreement that Mr. Dunning entered into, or the other
principals of ANMP at the time provided that the loan documents, security
documents were not to be recorded for at least 90 days because there was an
issue of whether or not recording the loan documents would put the first
loan into default, which was Kennedy Funding.

Now, had ANMP done its due diligence, they would have found out that not
only was the first loan already in default, but it was already subject to a
foreclosure proceeding by Kennedy Funding and very close to having a
judgment of foreclosure entered.

So you made a loan for 5.5 million dollars that was placed, at very best, in a

11
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junior position, had everything been done correctly behind Kennedy unding,
which was already in default, and at the very worst, because it was never
recorded, was totally unsecured.

In addition, there was to be security in the Hyde Park property. Needless to
say, that wasn't recorded either. That was cross collateralized by Kennedy
Funding and was the subject of a foreclosure proceeding also. So when we
came into the picture, there were no liens recorded against the property.

We immediately retained New York counsel because, as Arizona lawyers, we
were not in a position to represent the investors in New York.

We filed a lawsuit in which we recorded what's called a lis pendens against
the property, and we put a cloud on the title which allowed us to at least
assert we had liens against the properties.

We have also filed a second lawsuit against Bob Guccione personally and
various of the other principals of Penthouse.

We have named the law firm that was supposedly involved on behalf of
American National Mortgage Partners in setting up this transaction for their
lack of due diligence in assuring that these loans were recorded.

You can, | hope, visualize that the law firm isn't going to just turn over a
check to us. We're going to end up in some heated litigation.

The lawsuit against Guccione has gotten his attention. We have had at least
one meeting where the receiver and his attorneys have gone up to Las Vegas
and met with some of the principals.

And we are hoping to receive a settlement proposal shortly from Bob
Guccione. Whether that settlement proposal will be acceptable or not is yet
to be seen.

We have litigation pending. If we have to go after him, we will.
Unfortunately, if you read the press that's come out, Bob Guccione is broke.
He lives very well for being broke, though. 1 should tell you that.

His company, he no longer is majority shareholder of the Penthouse
magazine. The Penthouse magazine reorganization, which is not the entity
that we have our loan with, has reorganized.

There has been a third party that's come in and taken over the stock and has
bought the mansion back from the foreclosing party, Kennedy Funding.
And Bob Guccione is now a tenant in that building.

For those of you who don't know what that building is, it's 20,000 square feet
one block off of Central Park. And it is the most expensive piece of
residential property in Manhattan.

So we have not given up. We have lawsuits pending. We have named, as |
said, the law firm that was involved. We have named Charlie Samel who
was the chief operating officer. We have named Guccione. We have
named some fictitious parties because we believe as we do further discovery
we are going to find additional people.

As | told you, every case had a mess in it. Just to give you an idea of where
we are in collecting assets, Lungaro was a piece of property in Medina,
Ohio. We have a settlement agreement that's pending before the Court right
now. There are various hearings coming up.

12
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I would suggest if you have questions that you go to the web site because
everything we're doing that's filed with the Court is put on the web site. It's
a $400,000 settlement. It's been approved by the Bankruptcy Court. We
have a hearing -- | believe it's next week -- to get the State Court to approve
it.

We have Secluded Lane. Secluded Lane is Black Mountain. It's a house and
a lot up in north Maricopa County. We have various appraisals on it. The
appraisals are anywhere between 3 and 4 million dollars. There is a first lien
on the property to a bank out of Nevada for approximately 2 million dollars.

The borrower on that loan was a gentleman by the name of Ken Magill. Ken
Magill pretty much vacated the property and abandoned it. The ANMP
entity took over possession of the property.

Magill then filed his own bankruptcy proceeding. A trustee has been
appointed. And we are now in a dispute with the trustee over what our
interest is in the property.

Now, the good news, once again, is the Magill bankruptcy, by chance, also
has Judge Haines as the judge in the case. And so a lot of the issues that
were addressed in Castle regarding the nature of the documentation used by
the entities has already been heard by the Court.

The Court has made some preliminary determinations which have been
favorable to the investors within this room.

And that property is scheduled to be auctioned with a reserve bid to be
determined by the receiver on May 18th. And if the auction is successful,
we're hoping to raise anywhere between 1 and 2 million dollars in proceeds.
And then we will fight with the Magill estate over who gets those proceeds.

Our interest in that property, at a minimum, is approximately 1 million dollars
in principal and anywhere upwards of 3 million dollars when you add the
interest. But there will be a dispute over whether that goes to the Magill
estate or our estate that will still have to be resolved.

I'm going to step back a second because this is very important.

I don't know what investors were told. | don't know what investors
understood from the standpoint of the type of documentation that was being
used.

How many people heard the term Illinois land trust?

(Response)

MR. WILK: In the best of all worlds, the Illinois land trust was enforceable in

[llinois. Okay?

In the worst of all worlds, it's enforceable nowhere else except maybe Florida.

By way of background, Mr. Dunning went to a seminar, and he heard a lawyer
from Ohio speak about the wonders of doing Illinois land trusts.

And what he tried to accomplish is to create a lending entity and a borrowing
entity. The borrowing entity would be the person that owned the property.
The lending entity would be an LLC that would be created, and investors
would be sought to fund the LLC.

The borrower would then deed the property to a trust, and in return they
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would get what's called a beneficial interest in the trust.

The lender would loan the money to the borrower. And, if documented
correctly, the borrower would give a deed of trust to the property back to the
lending LLC and then transfer the property into the trust.

The trust would then give a second beneficial interest to the lending entity.

If that had been done, we'd all be sitting here in a lot better shape than we are
right now because we could forego any arguments of the Illinois land trust
and say we at least had mortgages against the property.

But most of the deeds of trust were not recorded. So now we have to argue
the enforceability of an Illinois land trust.

In Arizona there are four recognized methods of securing your interest in a
piece of property.

One is a mortgage which is a document I'm sure you've all heard of.

One is a deed of trust which alternately is sometimes called a mortgage by
people that don't understand the differences, but they are both security
devices that, when recorded, show up against the piece of property.

Third is an agreement for sale or a land sale contract.

And the fourth is a nebulous term called an equitable lien, which is, if it
smells, looks, and tastes like a mortgage but it doesn't say it on its face,
we're going to treat it like one.

Conspicuously missing from those four documents is an Illinois land trust.
Illinois land trusts are really not recognized here.

What Dunning tried to do is create a situation where the real property went
into this entity, and so all the borrower now had was a personal property
interest in the entity, the trust.

He no longer owned the property. What the lending entity had was the right
to foreclose out the personal property interest of the borrower.

Now, this gets confusing, but what it results in is, instead of having to wait 90
days or six months to do a foreclosure like you normally have to do under a
personal property security interest, like in a car, like in receivables, you do a
10-day notice and they are gone.

Well, there are going to be various aspects of that transaction that are going to
come under strict scrutiny by way of public policy arguments by way of the
fact that Arizona doesn't recognize it.

And what Judge Haines, to this point of time has said, is that it smells, looks,
and tastes like a mortgage so it must be an equitable mortgage which will
give us a security interest in the property.

But it doesn't make them enforceable as to ownership. And that's a distinct
difference from what everybody in this room thought they were getting.

So you start with the premise that you were promised that you were going to
get interest in properties that this entity couldn't deliver to you.

The second problem that you people in this room did not recognize or realize,
and nobody would unless you have a legal knowledge of what's going on is,
once this property went into the trust and the trust got recorded, there was
nothing else on the records at the county recorder that reflected that any of
you had interest in these properties.
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All that showed up was that this trust owned the property. There was no
mortgage that showed you loaned $800,000 to the borrower. It just showed
this property free and clear of liens.

So, as Mr. Sell will tell you, there were properties that, by these UCC sales,
were foreclosed upon, and the people in this room never knew it. You
continued to receive payments but the borrower wasn't making any
payments.

One of the things that happened in Castle that Mike was aware of is that
Taylor Coleman wrote 1.8 million dollars in checks that were no good.

And yet investors continued to get their money.

You continued to get your interest payments as if those payments were
coming from the borrower.

Thus, the term Ponzi scheme.

Ponzi scheme is where there is no genuine business being conducted, where
other people’'s monies are being used to fund older investors. And because
there's a continuous flow of cash, investors keep investing.

I'm sure there are people in this room that rolled over their investments into
other investments because they thought they got paid. And as long as you
thought you got paid and as long as you thought you were getting your
guaranteed returns, this was one heck of an investment at three percent per
month.

Unfortunately, these loans were not generating the funds to pay those
investments.

So what would happen?

I'll use an example. 998 East Indian School Road. 998 East Indian School
Road, investors were brought in. The trust was created. The trust
purportedly paid off.

The property went from 998 to an entity referred to as Western Plus Golf.

Western Plus Golf, through various transactions, went and borrowed money.
It was easy to get lenders to fund money because the property appeared free
and clear of liens. None of the investors' monies that were in this
investment showed up against the property.

So now the investors, at best, have a junior position to that of the new lender.
And these were not investors in this case. These were recognized lending
institutions that go through a loan transaction the way a loan's supposed to
be done.

They get title insurance. They appraise the property. They make sure that
what they are getting is what they are supposed to get.

So now this piece of property that's worth $500,000 in which, through various
transactions, has been funded to the tune of what, $800,000, has a $400,000
mortgage against it and is really now only worth 400,000 because the true
appraisal of the property is somewhere in that vicinity.

And where are the investors left?

And I'll use one more example to show you the egregiousness of what was
going on. You've got the property up in Sedona, part of Boat, Bed &
Breakfast.
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Same thing. The property was transferred out of the trust, was encumbered by
a bank, and any equity that was there for the investors was eaten up by the
cash that came in.

And why did they get cash coming in?

Because they had investors that needed to be paid. They had to keep this
going forward, and the only way they could do it is to keep cash coming in.
So that gives you a little bit of the overview of what we encountered when we

came in.

We started, and for those of you who were at meetings at the inception of this
case, we started with a clean slate. We said, you know, the State made all of
these allegations, and until they are either proven by the State or Mr. Sell
has the opportunity to go in and look at the records and determine the
veracity of those allegations, we perceive that this was a bona fide company.

As we sit here today -- and I'll let Mr. Sell give his opinion, but that wasn't the
case. This was a mess. It was a Ponzi scheme. And it's going to be our
position throughout this case from here on out that it was a Ponzi scheme.

| talked about Penthouse. | talked about Secluded Lane, what we are doing to
recover.

We have got Wanek which is a million-dollar loan in Ohio. We are in the
middle of a workout trying to resolve that situation.

The only problem we have got there is there's a bona fide first lien on that
property that has been the subject of a foreclosure proceeding. The property
Is subject now to a 12-million-dollar judgment by the first lien holder, and
the property's appraised at 3 million dollars.

We have a proposal that we're reviewing that may generate enough money to
get us paid off. But it's going to be risky. What we have been able to do is
stop all those foreclosures by using the order that's been entered in the State
Court and in the Bankruptcy Court, and we have used that to protect the
rights of the investors.

The only properties that have been lost to this point of time are properties that
have been noticed out, and we have determined there is no equity in the
property and there's no hope for return to the investors. We have no right to
keep bona fide secured lenders from going forward against those properties.

In addition, we have met with the borrowers in various other transactions:
Flynn Jackson, FutureCom Global. And we are working on settlement
agreements with those parties. If they are not reached, there will be
lawsuits.

We understand that litigation costs money. The money to pay the fees of the

parties that are sitting before you comes out of the estate.

It's not our goal to have unfounded litigation. It's our goal to get money in as
quickly as we can. The problem is, when you have messy transactions, it's
not easy to recover the money.

Every borrower has raised the defense of usury, has raised the defense of
fraud. And, you know, to be honest with you, we have to take those claims
very seriously based upon what we see in the files.

Other demands that have been made in which settlements have been discussed
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are Sultan Al Shaie.

We have Stan Lerch who is one of the borrowers who also was the attorney
for Dunning. He's a borrower. We have been in negotiations to try to
resolve his issues.

We have Atlas Mines in which we drafted a complaint. We forwarded it to
them. We told them, you're a public company that has reporting
requirements. If you don't resolve this with us, this is something that's going
to seriously affect your stock price.

They made an initial proposal. We turned it down. We are waiting for their
proposal to come back to us. So we are moving forward.

By way of past experience, | have been involved in the Baptist Foundation. 1
have been involved in a mortgage scam called Avanti Mortgage. | have
been involved in a mortgage scam called Lemons and Associates. And
between there, | have probably been involved in 10 to 15 other mortgage
Ponzi schemes.

What you realize when you get involved in these cases is that third-party
sources of recovery are going to be very important. The investments
themselves in a lot of cases have turned out to be not beneficial towards
recovery.

So we have looked to third parties as to who may have liability. We have
researched. We have determined that there may be at least two banks that
have been involved in the transactions that may have led to the losses
incurred by the parties sitting in this room. Those banks have been
contacted.

I have been practicing 24 years. | have never seen the CEO or CFO of a bank
come to the table as quickly as they have in these cases. And we are moving
forward to see what we can do to get some sort of recovery from those
entities.

As | stated, we have gone after at least one law firm that was involved in the
transactions. And that was the Penthouse case.

As this case goes on, we discover something almost every day. And we
continue to look to those third-party sources. So we are moving forward to
collect what we can from the assets that exist.

We will keep you advised as to where we are going with the collection efforts.
Any decision that's made to settle with any of the borrowers is going to be
the subject matter of a petition to both the Bankruptcy Court and State Court
and an attempt to seek an order from the Court after notice and hearing.

The web site that's been prepared by the investors committee has all of the
pleadings that we file on them.

The receivership web site, which is AmericanNationalReceivership.com has
all of the pleadings that we file on it.

So if you ever have a question and you haven't gotten a physical piece of
paper that shows what's going on, if you go to the web site, you can find out
what's going on.

MR. DAVIS: It's www.2beam.com/ANMP.
PARTICIPANT: Could you write that on the board?
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MR. DAVIS: It's www.2beam.com/ANMP.

MR. WILK: The other one is www.AmericanNationalReceivership.com.

PARTICIPANT: Who maintains that?

MR. WILK: The receiver. While Jerry does that, | want to keep this meeting
going forward.

Lawyers sometimes should be seen and not heard. So I'm going to close my
remarks with three additional comments.

First of all, there are two proceedings now pending as | insinuated before.
There is a bankruptcy proceeding which two of the entities are in, and then
there is the State Court proceeding.

For the time being, we have maintained both of those actions in place because
we have a judge in the Bankruptcy Court who is very receptive to what's
going on in this case, but he does not have jurisdiction over all of the
entities.

And so there are reasons why keeping the bankruptcy in place serves a
purpose to the people sitting in this room.

Eventually it is our hope to consolidate all of the actions before one of the
courts. That will happen very shortly. There are provisions in the
Bankruptcy Code that may make it more beneficial to be there for
jurisdiction purposes.

The Bankruptcy Court is a Federal Court. It has a wide-reaching jurisdiction
throughout the country. And since a lot of the properties are in outlying
areas such as Minnesota, Colorado, and so forth, having the expanded
jurisdiction and control of the Bankruptcy Court may serve very beneficial.

It also, within the Bankruptcy Code, has provisions that deal with preferences
and fraudulent conveyances which may be very useful in orderly
distribution to all investors. For that reason, it's beneficial, the bankruptcy.

The bankruptcy also provided another benefit to the people in this room. It
created what's called a creditors' committee. It is unwieldy to try to get 300
investors to come to the table to negotiate a deal.

The Bankruptcy Code allows for the creation of a committee to represent the
interests of the investors as a whole. And for that reason, the bankruptcy
served a very beneficial purpose to us because it allowed us to hear the
voices of the investors through the committee which is what Dave Dow
represents.

And Dave will fill you in more on what his roll is and what the committee is
doing and how he represents you. But I think it's important that you
understand how important his roll has been to the reorganization process.

There are two guestions that | know are going to be asked tonight. And I'm
not going to answer them. I'm going to let Jim answer them.

One is, you're all going to want to know, is anybody going to jail? Okay?

If there is anything | hope you get out of this discussion, it's that we believe,
the people sitting up in front of you, that you've been defrauded.

And to the extent that we can aid the State of Arizona in any way in going
forward with criminal prosecutions, we will do that. And I'll let Jim discuss
that area.
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The second question you're going to have is, what is your recovery? What is
best case scenario? What is worst case scenario?

My two cents are that, we can't guarantee you anything. If Castle were to fold
tomorrow, there's 14 million dollars out the window, and the recovery may
be 2 to 4 million dollars.

If they perform to their utmost, we can guarantee you that you're going to get
14 million dollars and some interest. And assuming that there's going to be
an equitable distribution, that's about a 56 percent return on your dollars on
your principal that you invested.

PARTICIPANT: Is that off the 12 or the 14?

MR. WILK: It's off the 12. And I'll let Jim explain to you what that number really
is because it's going to be different than I think you consider. It's going to
be your net investment return.

If we recover from these other entities, if Penthouse were to pay 5.5 million
dollars, that would substantially increase your return.

Just so there's no misunderstanding, and | hope you read the decision of Judge
Haines, a 56 percent return in a Ponzi scheme case is considered a windfall
for investors.

You've been defrauded. Anything around 56 percent, as Judge Haines will
tell you, that's a remarkable recovery in a Ponzi scheme.

It's our goal to get much more than that. We have other investments out there.
If we can get the money back for you, we're going to get it for you.

And now to Jim Sell who is the court-appointed receiver.

MR. SELL: When Larry said that he was going to leave two questions for me to
answer, | thought they were going to be the tough questions, and they are ones
that are different than what Larry mentioned. And they are questions that
perplexed me throughout both my business and personal life. And that's,

"Are we there yet?" and "How much longer?"

It was easier to answer those questions to my kids. They never understood the
answer because every five minutes | would get the same question until they
either fell asleep or we got there.

I have been asked questions numerous times by numerous investors not only
in this case but in other cases. It's hard for most people to comprehend why
it takes so long to get resolution in these types of cases.

I have been doing this type of work for about 30 years. | still don't understand
why it takes so long to get resolution, and | have dealt with this virtually
every day for almost the past 30 years in one case or another.

When litigation occurs, it takes on a life of its own. And the more contentious
it becomes, the longer it takes. And there's a lot of different parties and a lot
of different interests that can try to slow the process down and try to get
some type of advantage for themselves out of it.

In the Castle case, | believe that if some of the contention hadn't existed there
that the plan would have gone effective three months earlier, and it probably
would have reduced the legal costs from somewhere between a half a
million dollars and three quarters of a million dollars.

Now, every dollar that is paid out in administrative costs, as far as I'm
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concerned from a business standpoint, is nonproductive expenses. It does
nothing to enhance the investment. It really doesn't do anything to get you
your money back.

And the one thing that you have to understand in cases like this, there's really
only one source of money that made this whole thing go. And it was your
money. And every cent that gets spent on administrative costs comes out of
your pockets.

One way or the other, that's the bottom line. It comes out of your pockets
because every cent that Castle pays reduces their ability to pay you.

And had this gone on for another three months, | doubt that Castle could have
survived. | believe it probably would have been liquidated. And that's why
| did everything I could to push to get this resolved.

And had Castle been liquidated, | would have been surprised if there would
have been 2 million dollars at the end of the day to distribute to investors
because anything that would have been recovered would have been paid out
in legal fees and would have been paid to first lien holders and some that
were in second position.

And we were behind them. Some of the properties we would have gotten
nothing out of.

And so the recovery that we would have gotten under a liquidation scenario
would have been extremely limited. And depending on how long the battle
went on, it could have been zero that you ended up getting because it could
have very easily been eaten up in administrative costs.

And | have seen that happen in other cases where at the end of the day, you
know, the attorneys and the trustee and the receiver were the only ones that
get paid and the investors get nothing.

And my goal is to see and has been from the beginning to see that that doesn't
happen. It doesn't mean that I'm doing this for free. But, you know, | have
no great desire to stretch this out.

But I still have a hard time answering the question "How much longer?"
because there's a lot of unknowns out there.

If somebody can tell me how hard the other side on the various issues are
going to fight, I could probably give you a better idea of how much longer.

But I can tell you that I'm doing everything that I can to shorten the process
and to get these issues resolved. And sometimes, in accomplishing that, you
end up settling for a little bit less than maybe you would have got in total
had you gone to the fight.

That's unlikely because, yes, ultimately the dollar value of the settlement may
have been higher, but how much did you spend to get it? And are you ever
really going to collect that amount?

Because particularly in the Castle case, based on my analysis, there was really
only so much they could afford to pay. And I believe | squeezed about
everything out of them I could over the time period that they are going to
pay it.

And there's going to be a lot of work that it's going to take to insure that they
do pay that amount, and there's a lot of pitfalls out there that could occur

20



921
922
923
924
925
926
927
928
929
930
931
932
933
934
935
936
937
938
939
940
941
942
943
944
945
946
947
948
949
950
951
952
953
954
955
956
957
958
959
960
961
962
963
964
965
966

that could scuttle the plans and reduce the amount that we ultimately collect.

I'm going to do everything | can to help prevent that from occurring, but
there's no guarantees on the ultimate amount that we collect.

We have it. It's not guaranteed, but I'm going to push to see that we do
everything we can to collect it.

The other question that | get is, "When am | going to start getting money?"

And let me explain to you the process that's going to have to occur before
there's a distribution to the investors.

If somebody came in tomorrow and dropped ten million dollars on my desk
and said, here, here's the money to settle the claims you have against me, I
can't distribute it even though it's sitting there on the desk and I can put it in
the bank.

What has to occur first is, | have to submit a plan to the Court in the American
National bankruptcy and also in the State Receivership Court that says,
okay, who's entitled to receive how much?

And there will be people, I'm sure, that will say, wait a minute, | think I'm
entitled to more than that, that | shouldn't be treated as everybody else. |
shouldn't be pooled with everybody else. | should be treated on a net
investment basis. And I'm going to argue this. I'm going to fight it because
I think | deserve more.

And depending on how long that takes, that process, how many people are
objecting to the plan that's submitted, depending on what the judge's ruling
--because the judge is going to be the one that determines exactly what the
distribution plan is.

And one of the things that | can tell you that's going to happen in the plan |
submit is, those people | believe are insiders, my plan will be that they get
nothing, that they get excluded from any distributions, and only the true
victims of this Ponzi scheme receive payment.

Now, | had, because | was required to, send out preliminary notices to some
people telling them that I may consider them to be insiders.

A number of those people that were on that list won't be on the ultimate list
that gets submitted to the Court, and some of the people that weren't on the
original list will be on the list when | submit it to the Court, depending on
the information as it develops in the investigation.

So the intent is to limit the recovery because | expect ultimately the recovery
IS going to be something less than the amount that you believe you're
entitled to.

And | know that a lot of people believe that they should not only get their
principal amount back but they should get interest and default interest rate
and everything else plus, you know, costs back.

That seldom occurs. You know, if we get all of your principal back, as far as
I'm concerned, that's a home run. And if we get something beyond that, you
know, that's kind of off the charts. It doesn't mean that we aren't going to
push for that, but I'm just telling you what my experience has been in these
types of cases.

So far I think we're probably further ahead in this type of case than any other
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case than | have ever been involved in. And the prospects for recovery are
better in this case than most of the cases | have seen.

The other question comes down to, "Well, how much am I going to participate
in these distributions?"

The plan that I'm going to submit is based on the information that's been
provided to you that's been submitted to the Court that has to do with net
investment.

And basically the way the formula works is, you take the amount you
invested, you subtract from it all the payments you received, whether they
were referred to as interest or anything else.

The net effect is, cash in minus cash back to you. And that's your net
investment.

That's the initial formula. If we achieve 100 percent recovery on that basis,
then the formula reverts to what your initial capital investment was. And at
that point, anything you get is a return on your original investment.

Another question that has come up quite frequently here is, "Well, can |
deduct my loss on my tax return?"

The biggest problem you have, in my experience with the IRS is, before you
can deduct a loss, you have to know what it is. And right now we don't
know whether or not you've incurred a loss or will incur a loss.

And | know some people have received different advice that, you know, to go
and take their deduction now.

I'm not going to give anybody specific tax advice on it. They can go talk to
their own tax adviser. | can tell you what the results is of conversations |
have had with the IRS over the years and the way they treat it.

And the way they treat it is, until you know what your loss is going to be or
you have a real good idea of what your loss is going to be, you can't deduct
it.

And in the year that you do know what your loss is -- and we won't know that
until we have substantially completed settling on the debts of the
receivership estate. And at that point we'll have a good idea whether or not
there is going to be a loss.

And in the year that that determination is made, that's the year that you can
deduct the loss.

Now, the people that ultimately are determined to be insiders, their case is
easy. They're not going to get any return. So they'll know what their loss is
if they are determined to be an insider by the Court.

And anybody that ends up on the list that I believe is an insider will have the
opportunity to make an argument to the Court. I'm not the final person that
determines whether someone's an insider or not. That'll be the judge that
makes that decision, and everybody has the right to object to it.

The Castle settlement. You've heard figures of 14 million dollars. You've
heard figures of 12 million dollars. You've heard figures of 56 percent.

Let me explain what those numbers are.

Originally the settlement was 14 million dollars. There were a couple direct
investors that were included in that figure because, at the time, | had not
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made a determination of whether they were American National investors or
they were independent investors that were outside of American National that
had some other investments through American National.

During the course of the investigation it was determined that they were
independent investments that were direct investments between them and
Castle.

And so the 2 million dollars represented by those investments is carved out of
that 14 million dollars.

Now, they were claiming more than the 2 million dollars, but that was
basically the amount that was carved out. That left 12 million dollars,
potentially, for distribution to the investors.

From that | estimated that administrative costs in the American National case
was going to be about a million dollars. And so I deducted that from that,
and | ended up with 11 million dollars that | estimated that | would be able
to distribute to the investors.

Now, that 11 million dollars, when | went on to the other side of the ledger
and said, okay, who's entitled to receive it, and | reduced the investors'
amount by the people that I ultimately believed would be insiders, that was
the figure that | used to distribute that over, that 11 million dollars over.

That 11 million dollars represents 56 percent of all of the net investment of all
investors, whether they believed they were in Castle or Guccione or
Secluded Lane or any of a number of other investments.

And so when you talk about the 56 percent, that 56 percent is recovery of your
net investment. When you go back to net investment, net investment is the
amount you invested less any amount you receive back.

And typically in a Ponzi scheme the Court treats the investors' money on a net
investment basis because, by the very nature of a Ponzi scheme, one
investor's money is used to pay another investor.

It's, you know, robbing Peter to pay Paul. And ultimately | believe that will
be the findings of the Court, that this was a Ponzi scheme.

I have done quite a bit of work on demonstrating that it was a Ponzi scheme.
And I'm confident that that's what the Court's finding is going to be and that
the ultimate distribution formula will be based on a net investment basis.

Now, the problem that | have seen in cases is, some people want to argue that,
you know, well, I was really just in Secluded Lane, so anything you get
from there, | should get my money and the heck with anybody else, as long
as | get mine, you know.

And the history of net investment treatment of investors in a Ponzi scheme is
more of an equitable solution because the investors could sue each other
back and forth and allege claims that somebody else's money was paid to
them and that their money was paid to someone else.

In the end you end up paying everything to the attorneys and there's nothing
left for the investors.

And so what I'm going to propose is a plan that treats everybody equitably.
And in my mind, the only ones that may have an argument that they aren't
being treated equitably are insiders because they are getting nothing, but in
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my mind they are being equitably treated.

Larry had stated that he doesn't know what the investors were told.

I don't know what the investors were told either. But | do know, based on
conversations that | have had with investors and written responses that |
have had is, | have yet to find an investor that was actually told the truth.

Now, some of them may not have been told a material fact. And as far as I'm
concerned, you know, that's still a fraud by omission by failing to tell
somebody a material fact that would alter their investment decision if they
knew it.

And then there's the other ones where there's just an outright
misrepresentation of what the truth is.

And | think in this case we have got every shade of misrepresentation that you
possibly could have.

The question as to whether somebody's going to go to jail, I don't know. I'm
not privy to that information, but | am a betting man and | would give odds
on it.

I have no access to that information, but I can tell you that I know that the
State of Arizona is spending a tremendous amount of money and effort in
developing a database to be used in this case. And it certainly would be
something that would be a great aid in a criminal case if one were filed.

Now, | get the same answer you'll get if you call down to the State and ask
them if they are going to file criminal charges. And they can't comment on
whether there's a criminal investigation even underway.

And that's the same answer that | get.

But based on doing this for 30 years, I'll give odds on whether somebody goes
to jail in this one because | believe they will. And that's my personal
opinion.

I may be cheating a little bit here by giving you odds because I should
disclose, to make full disclosure, that | have been contacted by both Federal
and State authorities regarding this case, and | have provided them with
substantial amounts of information.

But that still doesn't mean that criminal charges will be filed against anyone.

With that, | think I will turn it over to Dave, and then we will be open for
questions after he finishes.

MR. DOW: I'll try to keep this short. For those of you that don't know, my name

is David Dow. I'm the attorney for the ANMP Unsecured Creditors'
Committee.

The committee members make up the whole spectrum of ANMP investors,
from Castle investors to Secluded Lane to 998. Our people, the committee
members, got put in a lot of different investments, so | think it's a fairly
broad group.

Essentially, the group and myself, we meet relatively regularly with Jim Sell,
Mike Carmel, and Larry Wilk. We review what's going on in the case. We
advocate positions for the investors. We also meet with potential witnesses
in the case. Sometimes we meet together with Jim Sell. Sometimes we
don't.
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We are particularly interested at this time with those of you who have not met
with us who had any dealings with banks, in terms of recommending that
you invest in any ANMP entity, or any recommendations that you deal with
Larry Dunning or anyone else.

We are developing a fairly good case against some of the banks.

And several of you, | noticed in here today, have already met with us. But
anybody else, please feel free to contact me or Jim Sell or Larry Wilk. We
are going down that trail, and we are developing quite a bit of substantial
evidence in that regard.

We are also meeting with Jim and Larry, pursuing some of the other third
parties out there. And hopefully we will get a decent recovery for
everybody in this room.

Again, there are no guarantees, but we are hopeful of moving us closer to
above that 56 percent net recovery number, closer to try to make everybody
whole at the end of the day.

With that, | think it probably is an appropriate time to take a little break right
now.

We also are, in addition to Castle, and I don't know how many people -- Mike
Carmel gave you an excellent overview, and that's where we are in Castle.

We are negotiating with the former owner of Castle, Taylor Coleman, who
happens to also be in a bankruptcy proceeding, in a Chapter 13, in an
attempt to obtain additional funds for the ANMP investors.

At this point we have been going back and forth and had several meetings
within the last week in an attempt to reach a settlement.

I don't want to disclose where we are at the settlement at this point because we
have not reached a settlement.

There is a gap to be bridged. And if we can move closer to bridging it, it
would be helpful at this time, because I'm sure everybody would like to get
additional monies out of Mr. Coleman who at least met with certain
individual ANMP investors and, we believe, induced them to invest in
ANMP.

MR. WILK: Let's take a break.

(Meeting break)

MR. CARMEL.: All right. Anybody that has a question, you're going to need to
stand up and spell your last name so that we have got a clear record of this.

Sir, go ahead.

MR. BRANGACCIO: My last name is Brangaccio, B-r-a-n-g-a-c-c-i-0.
MR. CARMEL: Okay. Go ahead, sir.
MR. BRANGACCIO: My question is, what happened to the warehouse on

Roosevelt, 7402?

MR. SELL: It was sold.

MR. BRANGACCIO: What happened to the funds from that?

MR. SELL: Itwas a net loss.

MR. DAVIS: And it wasn't owned by us, anyway.

MR. SELL: Yes. It was owned by Castle. We had no recorded interest in that
property because Mr. Dunning had turned over your interest in that property
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to Castle. And that property was sold, and it ends up with a net loss.

MR. WILK: There's one clarification. The building itself was sold. But my
recollection is, there's an adjacent lot that hasn't been sold. To the extent
that lot later gets sold, that goes into the operating capital of Castle.

That operating capital is what's going to, on a quarterly basis, determine
what the distributions are.

So when the remaining portion of the lot is sold, to the extent it creates any
additional funds, those funds will be used to pay the expenses necessary in

order to get you paid.

MR. BRANGACCIO: That was the 28 acres that was contiguous to the building?

Right?

MR. WILK: Right. The building is gone but the acreage still exists.

MR. BRANGACCIO: | have one more question for Dave Dow. Are we still on

contingency?

MR. DOW: That's kind of a tough question to say. | have tried not to, in terms of
billing people on a contingency and saying, hey, look, you're going to have
to pay one third. | have been trying not to do that.

I'm trying to be very, I'll call it generous, and not do that, because I think that
that ends up being a little bit unfair to everybody at the end of the day. |
would rather not do that just as a sake of me being fair to everybody in this
room.

MR. BRANGACCIO: And what's the total people you're representing now?

MR. DOW: The Unsecured Creditors' Committee consists of five people. The

other group consists of 38 on that, | believe.

MR. DAVIS: You represent everybody.

MR. DOW: WEell, technically -- that's a little broader than I like to say, but, in
essence, we're trying to work for everybody and end up with a bigger pot for
everybody out there.

MR. BRANGACCIO: Now it's going in one big pool. Right?

MR. DOW: Mr. Sell is probably going to be correct at that. At the end of the day,
from the evidence that I've seen so far, without having the full evidence out
there, it does appear like this has all the earmarks of a Ponzi scheme which
would end up being put into a big pool.

MR. BRANGACCIO: Okay. Thank you.

MR. CARMEL: Ma'am.

MS. CHRISTOFFERSON: My name's Debbie Christofferson, C-h-r-i-s-t-o-f-f-e-
r-s-o-n. And I'm so happy | invested.

I want to know, what does the fraud claim that we're talking about have to do
with the people who borrowed money?

I mean, why do they have a legal claim, just because Larry Dunning did fraud,
that they shouldn't have to repay the money they borrowed?

I don't get that. | know we don't have a lien against them because Larry
Dunning didn't do his job.

But why should they have a legal case against us in court not to repay what
they legally borrowed?

Because Larry Coleman's signature -- I'm not Larry Coleman. I'm mixing up
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the little funny people -- is on my loan documents.

MR. WILK: Well, let's start with the premise that in any litigation, people are

always going to raise any defense that they think they have a good-faith
reason or, in some cases, not even have a good-faith reason to raise.

So one of the first claims we hear is usury.

And we have heard this on every loan that I've tried to collect.

Usury is when you charge interest far in excess of what the State -- the Feds
believe is a reasonable rate. It's often called loansharking.

So we hear that on every loan that's been created. When you look at an eight
percent loan per month, that comes out to 96 percent per annum.

Now, the good news is, in Arizona there is no usury law. Well, there is a
usury law, but it says you can charge whatever interest you want to charge
as long as you fully disclose the amount you're charging and you set forth
every fee that's going to be charged.

So if the loan documents themselves had been very specific and said:

We're going to collect this charge for assisting and setting up the loan; we're
going to chart this charge for continuing to collect on the loan; we're going
to have this charge that goes to deferred interest and so forth, we would be
able to defend these cases based upon the fact that there's a statute that says
there is no usury.

Well, if that was the way these loans came down, we could do that in every
case. | don't want to sit here and tell you that's not the way the loans came
down because there may be a borrower sitting in this room and we believe
we can defend that position, but | guarantee you it's going to be raised by
every borrower.

We have borrowers out of state, one in Minnesota in particular, that I got a
letter from their attorney saying it's usury.

Well, if they can get this matter to be heard under Minnesota law, Minnesota
has a usury statute. So that will affect the recovery.

There were statements made to borrowers, you know: We'll make you the
loan but you have to give some of the money back to us and we'll invest it
for you.

There was one borrower in particular that borrowed money, and then
$100,000 of the money he borrowed got loaned out to a Castle entity so that
payments could be made to Castle. The defense was raised that: | don't owe
that $100,000. | never got the money.

There are loans that have a face value of "X" amount of dollars but they were
never funded. Borrowers would come and say they wanted money, they
needed money. And the ANMP group would go out and raise funds, and
they'd start dispersing monies as they got them with no guarantee that they
would raise enough to fully fund the loans. There are various State laws that
exist that we had raised as defenses such as truth in lending.

So the answer to your question is, we will defend every loan as if it's an
enforceable, valid loan.

Do | perceive we'll get defenses?

Yes.
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Have we gotten defenses?

Yes.

And those are the kind of defenses we're getting.

MS. CHRISTOFFERSON: But the bottom line is, all of the loans weren't funded
anyway, and in the ones that were funded, they are going to get out of it how
ever they can, if they can.

MR. WILK: A lot of the loans were funded in full. | mean, Penthouse got 5.5

million dollars.

MS. CHRISTOFFERSON: Taylor Coleman was funded too; wasn't he?

MR. WILK: To some degree.

MS. CHRISTOFFERSON: Don't buy Taylor Coleman's pornography.

MR. WILK: I'd like to say that I disagree with this lady. Buy a lot of it and

convince all of your friends to buy a lot of it.

MS. CHRISTOFFERSON: I'm not going to. Okay. And then the second piece of
the question is, regarding the money I'm owed, which sounds like it's a lot
less than a lot of these people that I've heard talking, my $50,000, which |
really couldn't afford to loose regardless of anything, when can we expect to
get any money back on whatever our investment is considered to be which,
of course, I'm grateful to get anything back.

And | certainly won't be making any investments like this in the future.

Anyway, thank you.

And | don't have any opinion about Taylor Coleman except at the bottom of
the pile.

MR. SELL: | am projecting that the soonest, and this is going to depend on a
number of things happening, but the soonest that | believe a distribution can
be made would be in October of this year. That's the soonest.

And it may end up being in April of next year. And that's the range that I'm
working with right now. You know, it depends on a lot of things.

What are we going to get from Secluded Lane? Are we going to get a deal
with Penthouse?

MS. CHRISTOFFERSON: Well, it's best to know, anyway.

MR. SELL: And I'm giving you the range because you have to understand that the
three of us aren't working for nothing. And the way the system works is, we
get paid off the top. We get paid before you get a distribution.

And that's why one of the things that | believe was real important was to get
the agreement that Castle was going to pick up a portion of the legal fees as
part of the settlement because that's not coming out of the settlement
proceeds.

And we got, what, $160,000 from Castle.

And that means that the administrative expenses get reduced by that amount.
| mean, you don't get charged twice for it.

And while I'm on that subject, | know that there's been some rumors going
around that, since I'm on the Board of Castle, that I'm going to get paid by
Castle and, you know, and that's just another way to get some more money
out of it.

And the reality is, yes, | am going to get paid by Castle for the Board
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meetings. And | don't remember what the amount was that we set at this
point.

But that's going to be deducted from my bill in the American National
bankruptcy.

And so that's coming out of Castle and, you know, it's not coming directly out
of your pockets. Certainly you share in a portion of it because it reduces
the net amount of distributable cash.

MR. CARMEL.: But it has no impact on the 12 million.

MR. SELL: Yes. That's right. It has absolutely no impact on the 12 million
overall. It's more of a timing thing than a direct impact.

And one of the things | tried to do was to shift some of the expenses that
would have been born by American National, by you directly, and would
have come out of that 12 million, and shift it to Castle and leave that 12
million unaffected.

MR. WILK: And as Jim Sell's attorney, | can tell you, | have told him a number of
times that I'm not sure, as his attorney, | would ever recommend that he sit
on a board of this company.

You know, directors have potential exposure. And believe me, what he's
getting paid to go to a board meeting nowhere compares to the potential
exposure that may exist for sitting on the board.

But he has a fiduciary duty to the people sitting in this room. And in order to
assure that the company does what it's supposed to do -- it doesn't mean it
will survive, but does what it's supposed to do, he's there. Mr. Horan.

MR. HORAN: Al Horan, H-o-r-a-n. First name, Robert. Question for Mr. Sell.

Could you define "insider" to me?

You kept referring to "insider.” Please define what an insider is.

MR. SELL: I will let Larry Wilk give you the legal definition of what an insider

is.

MR. WILK: Our position is, an insider is anybody who had the type of
relationship with either the entities or principals that clouds our belief that
they did not have either inside information or were actively involved in the
fraud or helped facilitate the fraud.

And that is very broad. | will give you some examples of people that we
perceive are insiders.

The trusts were created, and there were various people that served as the
trustees. They may not have known that there was a fraud going on, but the
fact they served as a trustee for those entities helped facilitate the fraud.
They should have known better. That's one.

Two. There are people that actively were involved in the fraud. These were
the principals of American National Mortgage. These were some of the
employees, if not all of the employees.

There are investors that had what | would refer to as a distinct relationship
with either the principals or some of the third parties that may have been
involved in the fraud, such as various bankers from banks. They had
relationships that were created.

There are people that are still actively involved with some of the principals,
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1335 despite everything that we have put forth before everybody.

1336 And let me say, you're hearing Mr. Sell talk today in an unsworn manner. |
1337 mean, he's sitting up here just telling you what he thinks from his

1338 observations or what his observations are, looking at the records.

1339 But Mr. Sell gave testimony under sworn oath in front of the Bankruptcy
1340 Court. That sworn testimony is on the web site. It was taken down by a
1341 court reporter. It is open to the public.

1342 At that time Mr. Sell set forth his findings and what he believes happened
1343 here. And yet there are still people that continue to do business with these
1344 principals.

1345 There are people that have invested with Helen Hartze after the fact. There
1346 are people that have invested or have done dealings with Larry Dunning
1347 after the fact. To us that creates the potential for an insider.

1348 Now, let me tell you what being designated as an insider means. One, it
1349 means, if you're proven to be an insider, you don't get any of the recovery
1350 that's gotten from the other parties.

1351 It could mean that we go after you to get back what you put into it and have
1352 already gotten out.

1353 It could mean that the creditors in this case, represented by Mr. Dow or the
1354 receiver, go after those people for affirmative relief for having been

1355 involved and caused the fraud which could be punitive damages too.

1356 We were required by the Bankruptcy Court to set forth who we believed were
1357 insiders at the time of the Dexter confirmation proceedings so that people
1358 could vote with knowledge of how they thought they'd be treated.

1359 So we sent out letters to everybody we thought were insiders. That doesn't
1360 mean you'll ultimately be treated as an insider. That decision is not going to
1361 be Mr. Sell's arbitrary and capricious decision.

1362 It's going to be after either you consent to be treated as an insider or there's a
1363 court hearing to determine whether you're an insider. We will designate it.
1364 We will let you know.

1365 To people that have been designated as insiders already, Mr. Sell has already
1366 said to this crowd, we have met with a number of those people.

1367 And after having discussed the situations with them and being given

1368 additional facts, we have either changed our position or have decided that
1369 we will withhold that position until we get further information. But there
1370 are people, as we sit here today, that we can tell you most definitely are
1371 insiders.

1372 Did I answer your question?

1373 MR. HORAN: And then some.
1374 MR. MATHES: Boyd Mathes, M-a-t-h-e-s.

1375 I have a question regarding the tax issues. Some of us had what we thought
1376 was interest payments that we paid taxes on, income taxes.

1377 Mr. Sell has indicated that that should be considered principal, not interest
1378 income. He said that here again tonight.

1379 But until the Court does something, it's questionable whether the IRS would
1380 accept that we can go back and revise our income tax forms and indicate
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1381 that that was principal rather than interest. Do you have any input that you

1382 can give us as to when that might get resolved and how?

1383 MR. SELL: Well, the first thing is, | did say that it would be treated as a return of
1384 capital.

1385 But what will be done is, I will submit a plan, and that's the effect that that
1386 plan that I submit will have.

1387 Now, whether or not that plan gets approved, | can't answer that question.
1388 Whether or not what | submit gets modified and comes out in some different
1389 form gets approved, | can't answer that either. | can only tell you what my
1390 experience has been in these kind of cases and what | reasonably expect to
1391 see happen in this case.

1392 And what | reasonably expect to see happen in this case is that everybody gets
1393 treated on a net investment basis.

1394 Now, you have -- one additional problem is, okay, you're going to get treated
1395 on a net investment basis. That does not mean that you are going to receive
1396 all of that money or more than that net investment.

1397 And the dilemma that you have is, the IRS's historic position has been, until
1398 you can reasonably estimate what your loss is, you can't take a deduction.
1399 You can't go back and amend your return. You have to have something that
1400 fixes what the loss is before you can go back and recharacterize income.
1401 MR. MATHES: There's a difference between taking a deduction and revising
1402 your income tax for past years to not call what you've got interest and,

1403 therefore, pay taxes on it.

1404 MR. SELL: And what I'm telling you is, we're not even at that point, and we won't
1405 be at that point until there's an approved plan.

1406 MR. WILK: Let me add something because I think | have a more specific answer,
1407 timing-wise, for you.
1408 Here's the dilemma that Mike and I have in this case. We have a Bankruptcy

1409 Court with jurisdiction. We have a State Court with jurisdiction.

1410 We have roughly 103 or 4 entities that are not included in the bankruptcy. We
1411 have got two entities that are in the bankruptcy. We need to consolidate
1412 everything in order to get across the point that we're trying to get across.
1413 We believe this is a Ponzi scheme.

1414 We, sitting up here, have a lot more information than any of you sitting out
1415 there.

1416 Mr. Sell. 1 don't know if you in the audience know what his credentials are.
1417 But this is what he does for a living. He's a Certified Fraud Investigator.
1418 He's a CPA. He served as receiver before. If Jim Sell tells me that he's
1419 reviewed the records of the case and he thinks it's a Ponzi scheme, I, as a
1420 lawyer, feel pretty confident that when | put on the case and have Jim

1421 testify, we're going to win.

1422 When he was asked by Judge Haines what his expertise in Ponzi schemes was,
1423 Mr. Sell replied that while he worked at the Securities Division he had

1424 overseen the investigation of over 100 Ponzi schemes, at which case Judge
1425 Haines, who's a very smart, very articulate lawyer who knows everything
1426 about anything, said, "That's far more than I've ever done, and | thought |
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knew this area.”

And so I'm convinced that if we have to put on a case and actually try the case
of whether there's a Ponzi scheme or not and whether the distribution should
be on an equitable basis, pari passu, all investors, that we're going to be
successful.

There have been a group of investors that have fought us every step of the
way. And as we sit here today, | will tell you they lost every step of the
way.

If we have to litigate this issue, it's going to be, first of all, a half a million
dollars in attorney fees. It's going to protract this case out much longer than
it need be.

MS. CHRISTOFFERSON: Are you talking about Dellheim?

MR. WILK: I'm not going to throw out any names. I'll just say that --

MR. CARMEL.: The record speaks for itself.

MR. WILK: The record speaks for itself. And because of that, it's our belief that
the committee should have a substantial say in what's going on here. And |
would request that all of you at some point get a chance to talk to the
committee and see what their impression is of this.

This committee has been actively involved in this case since day one that we
have been involved. And they have been at the meetings we have been at.
They have had access to the records that we have gotten. They have had
access to meeting with the Corporation Commission who initiated all of this.

And the committee needs to represent you. And the committee, as you will
find out, I believe supports the position of the receiver.

And so we need a unified front in order to move this case forward quickly.

We will be filing pleadings shortly to consolidate what's going on here, to get
this heard by one judge, and to move this case forward.

The stumbling block is going to be whether we have protracted litigation on
whether this case is a Ponzi scheme or not.

And just so we're all clear and it needs to be understood, if this is a Ponzi
scheme, the money, no matter what source it comes from, goes into a pot.

And it gets distributed to all investors, not just those investors that contributed
to that investment.

MR. DAVIS: Except insiders.

MR. WILK: Except insiders. I'm just saying, those people that get to share in the
pot are going to share in a pot of money from every investment.

Now, if you want to know why, this was a fraud. Where you thought your
money went, more than likely, your money didn't go. More than likely,
you're all in investments besides Castle.

If you're in an investment other than Castle, you know, the source of recovery
for that investment's going to be gquestionable. It's there and we think we're
going to get money, but how much, we don't know.

Part of the order that appointed Jim Sell required an equitable distribution. It
required him to decide what was going to be an equitable distribution.

And as we sit here today, I'm going to tell you that the net investment return is
what Mr. Sell is going to push for which is based upon the Ponzi scheme.
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MR. LAROSA: Victor Larosa, L-a-r-o-s-a. The monies that we're all going to
receive October, April, whenever that may be, how will that be reported to
the IRS?

MR. WILK: I'm going to turn this over to Jim, but let me make it real clear,

you all need to speak to your own independent accountants.

MR. SELL: Generally what will happen is -- I'm not sure what the form of the
ultimate entity is going to be, but let's assume that you're going to get a K-1.

And the distributions up to the point of recoupment are going to be return of
capital.

Now, after recoupment, if there is additional distributions, they may represent
what you've already reported as interest income.

And so at that point there would be nothing for you to claim since you've
already paid taxes on that.

And you know, and this is why | say the historical position the IRS has taken
is that, until you know what your loss is, you can't deduct it. Even though
you paid taxes on that income before, until you know you truly haven't
received it, you don't get to make an adjustment or deduct it.

Once you know what your loss is, once you can quantify your loss, then
there's a remedy for you. And the remedy could be an amended return or
the remedy could be, depending on the timing, a deduction in that year that
there's a determination that you had a loss.

MR. SALINAS: Bernard Salinas, S-a-I-i-n-a-s.

With respect to the third-party liability and the lawyers who gave the
blessings to these particular things, how does one establish their limits of
liability if they are going to the errors and omissions policy?

MR. SELL: Well, from my perspective, they don't have any limit but --

MR. SALINAS: So the errors and omissions have no limits?

MR. SELL: No. The errors and omission policy is whatever the limit is on it.
The only time you get beyond that, if there's bad faith involved, then, you
know, settlement attempts.

MR. DOW: We're hoping it's a large policy from the firm that we have spent
most of our efforts on. We're hoping it's a rather large policy.

MR. SALINAS: Isita large firm?

MR. DOW: | would use the word medium-size firm.

MR. BOENING: John Boening, B-0-e-n-i-n-g. | came in a little bit late so | may
not have heard this. Has the plan been approved? And if it has been
approved, has there been any monies set aside from the Castle stores yet to
start providing us with income or return?

MR. WILK: So I don't seem repetitive, I'll make a very quick answer.

The plan's been approved. About 1.6 million dollars was paid on the effective
date that needed to be paid in order for this to move forward.

Those monies did not go to either ANMP or the unsecured creditors. They
were what are referred to as expenses that, under the Bankruptcy Code, are
required to be paid at closing.

MR. BOENING: To who?

MR. WILK: Oh, that's right. I'm sorry. | apologize. 500,000 of the initial 1.6
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million dollars went to the unsecured creditors to pay down part of the 3
million we talked about.

And one thing that might have been stepped over when we talked about this,
one of the goals is to get the unsecured creditors paid off as quickly as
possible because at that point in time their representatives on the board
leave.

And we hold two of the three seats that remain on the board so we control the
board.

The investors in this body right here will control the board and the
management of Castle until they get paid in full, the 12 million dollars.

MR. SELL: I want to add one thing to this discussion, and that is, | want you to

understand — you know, we have talked about when | think the first
distribution is going to be. | gave you a range.

But I want you to understand is, if we get into trench warfare over the plan,
you know, that could run a year. That could be two years. It could be three
years before there's a decision as to what the plan is going to be. And I can
tell you, there won't be any distributions until there's an approved plan.

And so it doesn't make any difference how much money we collect. It'll just
sit there. And if it is a protracted war, it'll get eaten up by the legal costs.

And it could be that not only are the legal fees on my side of the battle paid
from those funds, but the people that are bringing the opposition, their
attorneys may well get paid from the same pot of money.

And so, you know, if you can tell me when the plan's going to be approved,
whether there's going to be active opposition to it, then | can give you a
better idea when the distributions are going to be.

But I just want you to understand the reality of it is, once you get into the legal
system, there's a lot of wild cards out there that can adversely affect when
and how much you ultimately get back.

MR. ZWACK: Jerry Zwack, Z-w-a-c-k.

Jim, who is likely to be the opponents in this trench warfare, this hypothetical
trench warfare?

Who are the people that would make this up?

And what can we do to indirectly help you or assist you?

What can we best do to stay out of the way but still help minimize the
possibility of this happening?

Because it directly affects when we get our money back.

MR. CARMEL.: I'm not going to name names. You can anticipate that some of

the people that have been hurdles in the Castle litigation, it's a good chance

that they will continue to be hurdles.

You can anticipate that people that have been named or that will ultimately be
identified as insiders, for very obvious reasons, because their ox is going to
be gored even more so, will put up resistance.

And so it's those people that you can anticipate, at least in the first instance,
will be problematic.

There will be other people who might take a position that they invested in
Secluded Lane, for example, and so that they should get the proceeds of
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Secluded Lane at the expense of everybody else.

And, you know, where they may get 100 percent recovery if that were the
case, they may only get a 55 percent recovery. They feel that they are being
wronged.

So those are the type of people that you could potentially, at least, predict will
be objecting.

As to what you can do, | would say the message is, be equitable because at the
end of the day, no one really knows where the money went and whose
money was used to pay what.

It could be that on this side of the room money was used to satisfy these
people's obligation. We don't know. And so really at the end of the day the
message is, we're going to be very fair, bottom line.

MR. SELL: Let me add one thing. At the end of the day, | believe I'm going to be
able to demonstrate that this was one large Ponzi scheme. | mean -- and if
it's determined to be a Ponzi scheme, it's going to get pooled.

And I'll ask everybody one question.

Where did the 1.8 million dollars come from for the bad checks that Taylor
Coleman wrote that ended up being distributed to investors?

MR. BRANGACCIO: Where did that money come from? Is that what you're
asking?

MR. SELL: That's what I'm asking. Where did that money come from that was
distributed to the investors?

(Multiple speakers simultaneously)

MR. SELL: WEell, like I said, there's been a lot of people that have been told
various stories from the insiders. | have yet to find one that was completely
true.

And | have yet to find any investor that did not receive a material
misrepresentation, either by commission or omission.

And if Mr. Caspare put 1.8 million dollars in there, | would like to see the
check or checks, because my review of the records tells me that there was
only one source of money in this entire operation.

And it was from you.

It wasn't from Larry Dunning. It wasn't from Frank Caspare. It wasn't from
Greg Harrington.

It was from you.

And anybody that tells you any different, | think I'd call them a liar.

MR. BRANGACCIO: And it wasn't from the Credit Enhancement Fund?

MR. SELL: You mean Guaranteed Performance?

MR. BRANGACCIO: Yes, right.

MR. SELL: Well, Guaranteed Performance was just basically a shell corporation
that never had the ability to perform on any guarantee that it ever made.

MR. CARMEL.: | want to make sure that everybody understands that we have —
this is information tonight. We have not definitely formulated a plan.
Nothing's been filed with the Court.

We are not asking you tonight to go along with anything that we are
suggesting or to accept it as the gospel. This is the information that we have
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been able to present to you so far.

We are not in any way attempting to encourage you to agree with anything
that we have said. This is not any type of a solicitation.

We are just trying to provide information to you so that you can have a status
of what has happened so far and where we think that we're heading.

There will be an appropriate time for us to get a plan on file with the Court,
depending on the way that we're going to decide to go.

We have a pretty good idea how we're going to proceed, but that has not been
finalized yet.

And when we get to that point, papers will be filed with the Court. They will
be part of the public record. They will be on web sites.

Only after the Court approves the process of going forward will there be any
attempt at all to, quote, unquote, solicit.

But as of now there is no solicitation going on. That would be totally
inappropriate.

We're just trying to explain some of the facts. And everybody will have their
opportunity to decide how they want to go forward.

MR. WILK: | hope this has been informative. It's 8:15. And thank you for

coming.

MR. DAVIS: Wait a minute. Before we leave, | think we ought to give these

gentlemen a round of applause and thank these gentlemen for coming.
(Applause)

MR. DAVIS: We will post the information on our web site of this meeting. We'll

put it on the web site as soon as we can get it. We'll have it there as soon as
we can.

(Meeting Adjourned at or about 8:15 p.m.)
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