
  
  
  
  
  
  
  
  

EXHIBIT  “A”  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  
	
  

Case 2:14-cv-00343-JLR   Document 1-1   Filed 03/10/14   Page 1 of 105



United States Court of Appeals,
Sixth Circuit.

AMERICAN BANK & TRUST COMPANY,
Plaintiff-Appellant,

v.
Jan L. WALLACE, Wallace Motor Company, Jan
Michael Wallace, Wallace Leasing Company, Inc.,
E.L. Wallace, Anna L. Wallace, Neda Wallace and
First Security National Bank and Trust Company of

Lexington, Defendants-Appellees.
No. 82-5044.

Argued Jan. 11, 1983.
Decided March 10, 1983.

Plaintiff appealed from a judgment of the United
States District Court for the Eastern District of
Kentucky, 529 F.Supp. 258, Scott Reed, J., which
dismissed its action for fraud and deceit in connec-
tion with the giving of a promissory note. The
Court of Appeals, Cornelia G. Kennedy, Circuit
Judge, held that short-term 30-day promissory note
given in connection with a commercial loan trans-
action, which evidenced a loan and not an invest-
ment, was not a “security” within meaning of feder-
al securities laws; thus, district court lacked sub-
ject-matter jurisdiction where action was based
solely on federal securities laws.

Affirmed.

West Headnotes

Securities Regulation 349B 5.13

349B Securities Regulation
349BI Federal Regulation

349BI(A) In General
349Bk5 Securities, What Are

349Bk5.13 k. Bills and Notes; Com-
mercial Paper, Mortgages and Bonds. Most Cited

Cases
(Formerly 349Bk42, 349Bk14)

Short-term 30-day promissory note given in con-
nection with a commercial loan transaction, which
evidenced a loan and not an investment, was not a
“security” within meaning of federal securities
laws; thus, district court lacked subject-matter juris-
diction where action for fraud and deceit in connec-
tion with giving a promissory note, which was
based solely on federal securities laws. Securities
Act of 1933, § 22, 15 U.S.C.A. § 77v; Securities
Exchange Act of 1934, § 27, 15 U.S.C.A. § 78aa.
*93 J. Montjoy Trimble, Trimble & Henry and An-
derson & Anderson, Lexington, Ky., for plaintiff-
appellant.

David Weinberg, William C. Shouse, Shouse &
Burrus, William M. Lear, Jr., R. David Lester,
Stoll, Keenon & Park, Terry Sellars, Clem & Sel-
lars, Lexington, Ky., for defendants-appellees.

Before KENNEDY and WELLFORD, Circuit
Judges, and BROWN, Senior Circuit Judge.

CORNELIA G. KENNEDY, Circuit Judge.

American Bank and Trust Company appeals from a
judgment of the United States District Court for the
Eastern District of Kentucky dismissing its action
for fraud and deceit in connection with the giving
of a promissory note. Appellant contends the note
was procured in violation of the anti-fraud provi-
sions of federal and state securities laws. Jurisdic-
tion was based solely on federal security laws, Sec-
tion 27 of the Securities Exchange Act of 1934 (15
U.S.C. § 78aa) Section 22 of the Securities Act of
1933 (15 U.S.C. § 77v). As we agree with the Dis-
trict Court, 529 F.Supp. 258, that the short-term
(30-day) note given by the appellees to the appel-
lant in this commercial loan transaction was not a
“security” and that the federal court was without
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jurisdiction, we affirm.

Appellees sought to borrow $300,000.00 from ap-
pellant. Appellant alleges that in the course of the
negotiations, Jan L. Wallace (Wallace) made fraud-
ulent misrepresentations and failed to state material
facts necessary in order to make the statements, in
light of the circumstances under which they were
made, not misleading. In reliance upon Wallace's
misrepresentations, appellant approved the loan and
suffered money damages when appellees were un-
able to honor their obligation. Appellees' motions to
dismiss the complaint pursuant to Fed.R.Civ.P.
12(b)(1) was sustained as to appellant's federal
claims, and the pendent state claims were con-
sequently dismissed*94 under the doctrine of
United Mine Workers of America v. Gibbs, 383
U.S. 715, 726, 86 S.Ct. 1130, 1139, 16 L.Ed.2d 218
(1966). The sole issue raised on appeal is whether
the note purchased by American Bank from ap-
pellees is a “security” subject to the anti-fraud pro-
visions of federal securities laws.

“The search for the definition of a ‘security’ must
necessarily commence with the language of the
statute.” Union Planters National Bank of Memphis
v. Commercial Credit Business Loans, Inc., 651
F.2d 1174, 1179 (6th Cir.), cert. denied, 454 U.S.
1124, 102 S.Ct. 972, 71 L.Ed.2d 111 (1981), citing
Rubin v. United States, 449 U.S. 424, 101 S.Ct.
698, 66 L.Ed.2d 633 (1981). Section 3(a)(10) of the
Securities Exchange Act of 1934 [15 U.S.C. §
78c(a)(10) ] provides in pertinent part:

The term “security” means any note, ...; but shall
not include currency or any note, ... which has a
maturity at the time of issuance of not exceeding
nine months, exclusive of days of grace, or any re-
newal thereof the maturity of which is likewise lim-
ited.

If construed literally, the 1934 Act would cover no
note, whether commercial or investment in nature,
with a maturity not exceeding nine months, and

would cover all notes with a maturity in excess of
nine months. Courts, however, have declined to ap-
ply the letter of the law under circumstances which
would violate the spirit of the law.FN1 “The [1934]
Act is for the protection of investors, and its provi-
sions must be read accordingly.” FN2 Thus, regard-
less of maturity-length, notes have been subjected
to the anti-fraud provisions of the 1934 Act FN3

where they were investment, and not commercial,
in nature.FN4

FN1. See United Housing Foundation, Inc.
v. Forman, 421 U.S. 837, 849, 95 S.Ct.
2051, 2059, 44 L.Ed.2d 621 (1975);
Church of the Holy Trinity v. United
States, 143 U.S. 457, 459, 12 S.Ct. 511,
512, 36 L.Ed. 226 (1892); Union Planters,
supra, at 1180.

FN2. Zeller v. Bogue Electric Manufactur-
ing Corporation, 476 F.2d 795, 800 (2d
Cir.), cert. denied, 414 U.S. 908, 94 S.Ct.
217, 38 L.Ed.2d 146 (1973); Sanders v.
John Nuveen & Co., Inc., 463 F.2d 1075,
1079-1080 (7th Cir.), cert. denied, 409
U.S. 1009, 93 S.Ct. 443, 34 L.Ed.2d 302
(1972).

FN3. 15 U.S.C. § 78j provides:

It shall be unlawful for any person, dir-
ectly or indirectly, by the use of any
means or instrumentality of interstate
commerce or of the mails, or of any fa-
cility of any national securities ex-
change-

(a) To effect a short sale, or to use or
employ any stop-loss order in connection
with the purchase or sale, of any security
registered on a national securities ex-
change, in contravention of such rules
and regulations as the Commission may
prescribe as necessary or appropriate in
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the public interest or for the protection
of investors.

(b) To use or employ, in connection with
the purchase or sale of any security re-
gistered on a national securities ex-
change or any security not so registered,
any manipulative or deceptive device or
contrivance in contravention of such
rules and regulations as the Commission
may prescribe as necessary or appropri-
ate in the public interest or for the pro-
tection of investors.

Rule 10b-5 provides:

Employment of Manipulative and De-
ceptive Devices.

It shall be unlawful for any person, dir-
ectly or indirectly, by the use of any
means or instrumentality of interstate
commerce, or of the mails, or of any fa-
cility of a national securities exchange,

(1) to employ any device, scheme or arti-
fice to defraud,

(2) to make any untrue statement of a
material fact or to omit to state a materi-
al fact necessary in order to make the
statements made, in the light of the cir-
cumstances under which they were
made, not misleading, or

(3) to engage in any act, practice or
course of business, which operates or
would operate as a fraud or deceit upon
any person, in connection with the pur-
chase or sale of any security.

FN4. See Bellah v. First National Bank,
495 F.2d 1109, 1112 (5th Cir.1974) and
cases cited therein.

This reasoning gives due recognition to
the Supreme Court's admonition in
S.E.C. v. Capital Gains Research Bur-
eau, Inc., 375 U.S. 180, 195, 84 S.Ct.
275, 284, 11 L.Ed.2d 237 (1963) that
anti-fraud securities legislation is to be
read “not technically and restrictively,
but flexibly to effectuate its remedial
purposes,” and is compatible with that
expressed in S.E.C. v. C.M. Joiner Leas-
ing Corporation, 320 U.S. 344, 350-351,
64 S.Ct. 120, 123, 88 L.Ed. 88 (1943):

“However well these rules [of statutory
construction] may serve at times to aid
in deciphering legislative intent, they
long have been subordinated to the doc-
trine that courts will construe the details
of an act in conformity with its dominat-
ing general purpose, will read text in
light of context and will interpret the
texts so far as the meaning of the words
fairly permits so as to carry out in partic-
ular cases the generally expressed legis-
lative policy.” (footnote omitted).

The effect of judicial interpretation on
the 1934 Act was explained in McClure
v. First National Bank of Lubbock,
Texas, 497 F.2d 490, 495 (5th Cir.1974),
reh'g denied, 502 F.2d 1167 (5th Cir.),
cert. denied, 420 U.S. 930, 95 S.Ct.
1132, 43 L.Ed.2d 402 (1975):

We realize that our holding today that
the Act does not apply to commercial
notes of a longer duration than nine
months, taken with the decisions voiding
the short-term exemption as to invest-
ment paper, virtually writes that exemp-
tion out of the law. On one hand, the Act
covers all investment notes, no matter
how short their maturity, because they
are not encompassed by the “any note”
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language of the exemption. On the other
hand, the Act does not cover any com-
mercial notes, no matter how long their
maturity, because they fall outside the
“any note” definition of a security. Thus,
the investment or commercial nature of a
note entirely controls the applicability of
the Act, depriving of all utility the ex-
emption based on maturity-length. The
original scrivener of the definitional sec-
tion may well wonder what happened to
his carefully drawn exemption on the
way to the courthouse, but if the judicial
decisions do not properly reflect the in-
tent of Congress as to the coverage of
the Act, only that body can properly rec-
tify the situation at this point, if stare de-
cisis is to apply and the Supreme Court
does not make some definitive decision
contrary to the presently decided cases.

*95 The Securities Act of 1933 differs somewhat in
its handling of short-term commercial paper. As ex-
plained in Zeller, 476 F.2d at 799:

Under the 1933 Act, while § 2(1) [15 U.S.C. 77b(1)
] provides that any note is a “security,” § 3(a)(3)
[15 U.S.C. § 77c(a)(3) ] exempts from the registra-
tion and prospectus requirements “[a]ny note, ...,
which has a maturity at the time of issuance of not
exceeding nine months, exclusive of days of grace,
or any renewal thereof the maturity of which is
likewise limited.” However, § 17 [15 U.S.C. 77q]
the general anti-fraud provision, provides in sub-
section c that the exemptions of § 3 shall be inap-
plicable.

If this language is interpreted literally, the anti-
fraud provisions of the 1933 Act would apply to
any note, regardless of its nature (commercial or in-
vestment) or duration (exceeding or not exceeding
nine months). Courts have declined to so interpret
the Act.
To expand the reach of those [federal securities]

acts to ordinary commercial loan transactions
would distort congressional purpose as we interpret
it.

Great Western Bank & Trust v. Kotz, 532 F.2d
1252, 1260 (9th Cir.1976). Accordingly, the 30-day
duration of the Wallaces' promissory note does not
per se remove it from the purview of either the
1934 or the 1933 Act.

Each of the Acts includes “any note” within its
definition of a “security,” and at the same time lim-
its that broad definition with the qualification that
notes are securities “unless the context otherwise
requires.” Thus,

[t]he task has fallen to the Securities and Exchange
Commission (SEC), the body charged with admin-
istering the Securities Acts, and ultimately to the
federal courts to decide which of the myriad finan-
cial transactions in our society come within the
coverage of these statutes.

United Housing Foundation, Inc. v. Forman, 421
U.S. 837, 848, 95 S.Ct. 2051, 2058, 44 L.Ed.2d 621
(1975).

The circuits are split with respect to the analysis to
be applied in defining a “security,” although the
results reached under the various suggested tests
are virtually identical. Generally, the circuits have
rejected a literal application of the definitional sec-
tions of the securities acts FN5 and have
focused*96 upon the “economic realities” underly-
ing the transaction. See Forman, 421 U.S. at 848,
95 S.Ct. at 2058; Tcherepnin v. Knight, 389 U.S.
332, 336, 88 S.Ct. 548, 553, 19 L.Ed.2d 564
(1967).

FN5. But see, Exchange National Bank of
Chicago v. Touche Ross & Co., 544 F.2d
1126 (2d Cir.1976), where Judge Friendly,
writing for the Second Circuit deviated
from the “commercial investment dicho-
tomy” employed in Movielab, Inc. v. Ber-
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key Photo, Inc., 452 F.2d 662 (2d
Cir.1971) and Zeller, supra, and stated that
“the best alternative now available may lie
in greater recourse to the statutory lan-
guage.” Id., at 1137. Accordingly, he fo-
cused upon the “any note” and “unless the
context otherwise requires” language of
the acts to conclude that

“One can readily think of many cases
where [‘the context otherwise re-
quires']-the note delivered in consumer
financing, the note secured by a mort-
gage on a home, the short-term note se-
cured by a lien on a small business or
some of its assets, the note evidencing a
“character” loan to a bank customer,
short-term notes secured by an assign-
ment of accounts receivable, or a note
which simply formalizes an open-ac-
count debt incurred in the ordinary
course of business (particularly if, as in
the case of the customer of a broker, it is
collateralized). When a note does not
bear a strong family resemblance to
these examples and has a maturity ex-
ceeding nine months, § 10(b) of the 1934
Act should generally be held to apply.”
(footnote omitted)

Id. at 1138.

In focusing on the economic realities to distinguish
securities transactions from commercial dealings,
the Court has used a test which, in “shorthand
form”:

... embodies the essential attributes that run through
all of the Court's decisions defining a security. The
touchstone is (1) the presence of an investment (2)
in a common venture (3) premised on a reasonable
expectation of profits (4) to be derived from the en-
trepreneurial or managerial efforts of others.

Forman, supra, at 852 [95 S.Ct. at 2060].9

FN9. The genesis of this test is SEC v. W.J.
Howey Co., 328 U.S. 293, 301 [66 S.Ct.
1100, 1104,90 L.Ed. 1244] (1946)...

Union Planters, 651 F.2d at 1180-1181.

In Union Planters, supra, at 1181-1182, this Circuit
employed the “risk capital” test set forth in Kotz,
supra, at 1257, to determine whether a loan parti-
cipation agreement between two financial institu-
tions constituted a “security” within the meaning of
the Securities Exchange Act of 1934.

The “risk capital” test focuses on six criteria: 1)
time; 2) collateral; 3) form of the obligation; 4) cir-
cumstances of issuance; 5) relationship between
amount borrowed and size of borrower's business;
and 6) intended use of funds.

See also United California Bank v. THC Financial
Corp., 557 F.2d 1351, 1358 (9th Cir.1977). Addi-
tionally, this Circuit cited with approval Judge
Wright's concurring opinion in Kotz, which sugges-
ted the approach that no note given to evidence a
bank loan be considered a “security.” Union Plant-
ers, supra, at 1182. Application of the risk capital
test substantiates the District Court's conclusion
that the Wallaces' promissory note evidenced a loan
and not an investment, a commercial note and not a
security. It was a short-term note-30 days. It was
partially collateralized and, therefore, repayment
was not totally dependent upon the Wallaces' mana-
gerial and entrepreneurial efforts. The form of the
obligation was that of a typical short-term promis-
sory note. The impetus for the transaction came
from Wallace, as borrower, rather than from the
bank, as investor. And, the bank was to derive only
interest on its loan, not profits. The only element of
this transaction which was “investment” in nature
was the fact that a relatively large amount of money
was being borrowed on a relatively small business.
That factor is of negligible importance, however,
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because although the funds were to be used to start
a new automobile leasing business, the loan was to
be repaid from the proceeds to be derived from the
sales of two other established businesses.

Applying the “commercial-investment dichotomy”
of the Third, Fifth, Seventh and Tenth Circuits, the
conclusion is likewise inescapable that the promis-
sory note given to appellant was not a security. See
United American Bank of Nashville v. Gunter, 620
F.2d 1108 (5th Cir.1980); National Bank of Com-
merce of Dallas v. All American Assurance Com-
pany, 583 F.2d 1295 (5th Cir.1978); Woodward v.
Metro Bank of Dallas, 522 F.2d 84 (5th Cir.1975);
McClure, supra, Zabriskie v. Lewis, 507 F.2d 546
(10th Cir.1974); Bellah v. First National Bank of
Hereford, 495 F.2d 1109 (5th Cir.1974), and Lino
v. City Investing Co., 487 F.2d 689 (3rd Cir.1973).
As expressed in C.N.S. Enterprises, Inc. v. G & G
Enterprises, Inc., 508 F.2d 1354, 1359 (7th
Cir.1975):

*97 In one sense every lender of money is an in-
vestor since he places his money at risk in anticipa-
tion of a profit in the form of interest. Also in a
broad sense every investor lends his money to a
borrower who uses it for a price and is expected to
return it one day.

On the other hand, the polarized extremes are con-
ceptually identifiable: buying shares of the common
stock of a publicly-held corporation, where the im-
petus for the transaction comes from the person
with the money, is an investment; borrowing money
from a bank to finance the purchase of an auto-
mobile, where the impetus for the transaction
comes from the person who needs the money, is a
loan. In between is a gray area which, in the ab-
sence of further congressional indication of intent
or Supreme Court construction has been and must
be in the future subjected to case-by-case treatment.

On that spectrum the transaction was clearly com-
mercial in nature. The impetus for this transaction

came from the Wallaces who wished to borrow
money from American Bank and Trust Company to
finance a new business. Moreover repayment of the
loan was not made contingent upon the success of
that business. Thus, American Bank and Trust
Company was not an “investor” purchasing a
“security,” as those terms are defined by the 1934
and 1933 Acts.

In enacting the securities laws, Congress did not in-
tend to provide a broad federal remedy for all fraud.
Marine Bank v. Weaver, 455 U.S. 551, 556, 102
S.Ct. 1220, 1223, 71 L.Ed.2d 409 (1982); Kotz,
supra, at 1253; Bellah, supra, at 1114. This com-
mercial transaction was not within the contempla-
tion of the drafters and, therefore, appellant could
not invoke the protection of those Acts. The Dis-
trict Court correctly determined that American
Bank and Trust Company had improperly based jur-
isdiction on the federal securities laws.

Accordingly, the judgment of the District Court is
affirmed.

C.A.Ky.,1983.
American Bank & Trust Co. v. Wallace
702 F.2d 93, Fed. Sec. L. Rep. P 99,118
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6929E Cheney Drive 
Paradise Valley, Az. 

480-368-0218 HM. 
480-368-2672 FAX. 
janwallace@att.net 

Jan Wallace 

Objective President, SDI 

Experience 2004-2002         Private Consulting/Investment Strategies  Az.   

 

President   

� Orchestrated the reverse merger between M.W. Medical and Davi 
Skin, a new company of the Mondavi family, Carlos Mondavi C.E.O. . 

� Trades on Nasdaq OTC BB  approx. 5.00 dollars a share. 

� Suggested possible merger partners and funding sources.. 

 

2001-1998                      MW Medical                                 Nevada 

President C.E.O. Director 

� A spin-off subsidiary of Dynamic Associates, Nasdaq, OTC BB. 
Symbol MWMD 

� Raised 9 million USD. 

� Achieved a market cap of 100 million dollars 

� Sold a subsidiary, P&H Industries, California, at a 5,000,000 value 

� Established a foreign office in Frankfurt, Germany; MW Medical 
GMBH, for European expansion 

� Established our trading market in Europe and was listed on the 
Frankfurt Exchange 

�  

 

1997-1995                      Dynamic  Associates Inc             Nevada 

President C.E.O. Director 

� Development of Medical Technologies utilizing microwave energy. 

� Nasdaq, OTC BB, and the Frankfurt Exchange; Symbol DYAS 

� Raised through a PPM and Convertible Debenture, a total of 30 million 
dollars. 

� Achieved a market cap. Of  70 million 

� Sold the entity in a reverse merger to Tele-Lawyer; Nasdaq company 

� Subsiduaries: 

� Chairman, Director :P&H Industries,Hi- Rel Co. Simi Valley, Cal. 

� Chairman, Director : Microthermia Inc.  San Jose, California founding 
technology for MW Medical in Benign Prostate Hyperplasia and 
cancerous tumors.  

� Chairman, Director :Genesis Health Management. Operated 32 health 
care units in rural hospitals, in 7 states. 

� Purchased 3 other private companies in health care for rapid growth 
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1995-1994 Claire Technologies Inc.              Nevada 

President, Director 

� Development company specializing in software wafer cleaning systems 

� Nasdaq, OTC BB; Symbol CLEA 

� Raised through a PPM;  a total of 3 million dollars 

� Sold the company to a private company in Louisiana. 

 

 

1993-1991                          Active Systems       Ottawa, Canada                                                               

 

Executive Vice-President. Prepared the company for IPO 

1991-1990                       The Heafey Group     Toronto, Canada 

Financial Consultant. Attained a series seven license for real-estate tax 
shelters 

1989- 1987                       Mailhouse Plus Ltd.    Ottawa, Canada 

Owner, President,  Sold the company to Ascom Hasler of Bern 
Switzerland  for 3 million dollars 

1996-1993                           Pitney Bowes            Ottawa, Canada 

First female sales executive in company, managed a team who achieved 
180% of national quota; highest productive team in the country. 

 

 

Education Bachelor of Arts, Queens University, Kingston, Ontario, Canada 

� Major: Political Science, Minor: Economics 

Interests Family, Arts and local Charities 
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.· " ' 

les S. Price (#006197) 
ela J.P. Donison (#019741) 

LEN, PRICE & PADDEN, P.C. 
3131 East Camelback Road, Suite 110 

3 Phoenix, Arizona 85016-4597 

4 

5 

6 

7 

8 

9 

10 

11 

(602) 381-0500 

Attorneys for Plaintiff 

ARIZONA SUPERIOR COURT 

MARICOPA COUNTY 

CLEMENT L. BURWELL, III, 

Plaintiff, 

vs. 

CV 2000-007658 

COMPLAINT (AMENDED) 
MW MEDICAL, INC., a Nevada Co1poration; 

12 JAN WALLA CE, an unmarried woman; John 
and/or Jane Does, 1 - 10; Black Entities 1 -10, 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Defendants. 

Plaintiff Clement L. Burwell, ID, ("Plaintiff'), by and through his undersigned attorneys, 

Allen & Price, P.L.C., alleges as follows: 

GENERAL ALLEGATIONS . 

1. Plaintiff is a fo1mer employee of MW Medical, Inc. ("MWM"), employed from April 1999, 

to January 31, 2000, in the capacity of National Sales Manager. 

2. On information and belief, MWM is a Nevada corporation, with its principal place of 

business in Scottsdale, Arizona. MWM is a supplier of microwave medical equipment. 

3. On infonnation and belief, MWM is a publicly-traded company (NASD symbol MWMD). 
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. I . 

1 4. 

2 

3 

4 5. 

5 

6 6. 

7 

8 

9 

10 

11 

12 7. 

13 

14 8. 

15 9. 

16 10. 

17 

18 11. 

19 

20 

21 

22 12. 

23 

24 

25 

26 

On information and belief, MWM markets a microwave medical device with a purported 

use of hair removal; FDA approval has not been granted for use of such device on the neck 

or face. 

Plaintiff was induced to join MWM based on material representations, both oral and 

written, as to the efficacy of the device, sales projections, and projected sales commissions. 

As of the date of Plaintiff's resignation, MWM had failed to accomplish sales projections 

or projected sales commissions promised. On information arid belief, no devices have been 

sold as of the date of this complaint and devices installed in the field have been recalled. 

COUNT ONE 
Failure to Pay Wages Due 

Plaintiff hereby incorporates the averments contained in paragraphs I through 6 as though 

said averments were fully set forth herein. 

Upon his resignation, Plaintiff was owed January wages in the amount of $7,083.33. 

Upon his resignation, Plaintiff was owed business expenses in the amount of $1,526.06. 

Upon his resignation, Plaintiff was vested in 56,666 shares of MWM stock as part of his 

agreed-upon compensation for services performed for the corporation. 

As of March 1, 2000, Plaintiff had not been paid any wages or expenses for January, 2000, 

and the sale of stock was blocked by the corporation. As of March 21, 2000, the value of 

the stock options had dropped from $92,365.58 (January 31, 2000, value) to $7,366.58, 

causing fi.uiher economic harm to Plaintiff. 

Despite demand, Defendant has failed and refused to pay wages, compensation, and 

expenses due. 

2 
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2 

3 

4 
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6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

13. 

14. 

15. 

16. 

17. 

18. 

19. 

20. 

21. 

MWM has failed to pay wages due within the statutory period and, therefore, Plaintiff is 

entitled to treble damages pursuant to A.RS.§ 23-355. 

Plaintiff is entitled to recover attorney's fees in this matter to relieve the burden of litigating 

to recover his earned wages pursuant to A.R.S. § 12-341.01. 

Plaintiffhereby incorporates the averments contained in paragraphs 1 through 14 as though 

said avennents were fully set forth herein. 

MWM filed its most recent Annual Report, SEC Form lOKSB, which contained an 

unmistakable and flagrant allegation of dishonesty and lack of professional integrity on the 

part of the "vice president of marketing and national sales manager," Mitch DeShon and 

Luke Burwell respectively. [Exhibit A, attached.] 

MWM's libelous publication was posted on the Internet as of April 17, 2000, and it has 

been published successively and continuously since that date, resulting in multiple separate 

offenses of libel. 

Plaintiff has made demand upon MWM to retract and correct the libelous publication 

pursuant to A.R.S. § 12-653.02. [Exhibit B, attached.] 

Rather than publishing a retraction, MWM in fact re-published the same libelous Annual 

Report, SEC Form IOKSB, on May 2, 2000. [Exhibit C, attached.] 

MWM's libelous publications are per se defamatory, entitling Plaintiff to recover 

exemplary damages, general damages, and special damages. 

MWM' s failure to cease and desist, as demanded by letter on April 21, 2000 and pursuant 

to A.R.S. § 12-653.03, entitles Plaintiff to recover general, special, and exemplary damages. 

3 
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22. 
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4 
23. 
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10 

11 

12 

13 
24. 

14 
25. 

15 

16 

17 

18 

19 
26. 

20 

21 
27. 

22 

23 

24 

25 

26 

COUNT THREE 
Slander 

Plaintiff hereby incorporates the avennents contained in paragraphs 1 through 21 as though 

said averments were fully set forth herein. 

On information and belief, MWM stated to De Young and Associates, the investorrelations 

firm retained by MWM, and/or. authorized or permitted DeYoung and Associates as 

MWM's agent to state the followmg: 

a) That former employees had broken into the MW Medical office and files were 

stolen; 

b) That the former salespeople had sold the equipment to non-physicians, requiring 

all of these sales to be returned (claiming that there were no problems with burns or 

blisters and the machines worked perfectly). 

Such slanderous utterances are slander per se. 

A.R.S. § 12-651 entitles plaintiff to recover all damages suffered as a result of slanderous 

utterances by MWM or through its agent, De Young and Associates. 

COUNT FOUR 
Harassment 

Plaintiff hereby incorporates the averments contained in paragraphs 1 through 26 as though 

said avennents were fully set forth herein. 

On or about April 20, 2000, Jan Wallace ofMWM filed a police report with the Scottsdale 

Police Department falsely claiming that Mitch DeShon and Luke Burwell had broken and 

entered the business offices ofMWM on multiple occasions between the dates of February 

7, 2000 and April 4, 2000. [Exhibit D, attached.] 

4 
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14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

28. 

29. 

30. 

31. 

32. 

33. 

A. 

B. 

c. 

D. 

In the report, MWM claimed that in addition to the breaking and entering, Plaintiff and his 

colleague had stolen contract and personnel files, correspondence relating to pending 

litigation against Plaintiff and DeShon, a notebook containing sales leads and client 

information, and an address book belonging to Jan Wallace. 

MWM also claimed that Jan Wallace was unable to receive her electrnnic mail. 

Plaintiff has suffered embarrassment, annoyance, and emotional distress due to being 

contacted by the Scottsdale Police Department Investigating the false accusations. 

Plaintiff's emotional distress and personal and professional defamation have been 

compounded by the fact of MWM's publishing or broadcasting the allegations and 

information regarding the police report to third parties, including but not limited to 

De Young and Associates. 

The Scottsdale Police Department has stated that it docs not intend to pursue this matter as 

an actual crime against the property of MWM. 

Such harassment through filing of a false police report is a violation of A .RS. § 13-2921 

(5), a class one misdemeanor. 

WHEREFORE, Plaintiff prays for judgment against Defendant as follows: 

Payment of January wages and other compensation, trebled, with interest thereon at the 

statutory rate from February 1, 2000, until paid; 

Payment of business expenses with interest thereon at the statutory rate from February 15, 

2000, until paid; s 

A letter of retraction, personally signed by officers and directors of the corporation, 

acknowledging the innocence, integrity, and honesty of Plaintiff in his business dealings 

withMWM; 

Damages in an amount to be determined at trial for damage to Plaintiffs professional and 

personal reputation as a result ofMWM' s libel; 

5 
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1 E. 

2 

Damages in an amount to be determined at trial for damage to Plaintiffs professional and 

personal reputation as a result ofMWM's slander; 

3 F. 

4 

5 

Damages in an amount to be determined at trial for embarrassment, annoyance, emotional 

distress and damage to Plaintiffs professional and personal reputation as a result of 

MWM' s harassment in filing a false police report; 

6 G. 

7 H. 

8 

Payment of reasonable attorney's fees and costs, pursuant to A.RS.§ 12-341.01; and 

Such other and further relief as this Court may deem just and proper. 

9 

10 

11 

12 

May 25, 2000. 

13 

14 

15 

16 
Copy hand delivered this@·,f' day 

17 of May, 2000 to: 

18 Kent Brockelman, Esq. 
BROCKELMAN & BRODMAN, P.L.C. 

19 Two North Central Avenue, Suite 1750 
Phoenix, Arizona 85004 

20 

21 

22 

23 

24 

25 

26 

Attorneys for Defendant 

Respectfully Submitted, 

ALLEN, PRICE & PADDEN, P .C. 

~~ ~~ 

6 

Pamela J.P. Danison 
3131 E. Carnelback Road, # 110 
Phoenix, AZ 85016-4597 

Attorneys for Plaintiff 
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• 
@. 

2 
Johnll. Augustine. Jr. (#013743) 
Jobn:&.·Augustine, Jr., P.C. 

J The Citadel, Suite 300 · 
2721 North Third Street 

4 PhOO!lix, Arizona 85004-1106 
5 602!650-1515 

fi Attorney for Plaintiff$ 

• . MICl!ilEL K • JEl!INES 
Clerk at tl!a fluperl.or Court 

Ill' lE.S1f& JE.a11, ~ 
!lite Oi/09/l!OOl Tl.la llil2 All 

mll>lilrl lltY qt 
.,.-.;. ~I Cll.(001~ . 
ClVll llll Cllf!JI!IT OOl. l!ill. 00 

mrtt ~ 100.00 
Rllclllllta ~4112 

7 IN Tim SUPERIOR COURT OF THE STATE OF ARIZONA 

II IN AND .FOR I1JE COUNTY OF M.MUCOI'A 

!'I 
WESTMl.NSTBR AGENCl.ES, LID., ) No. CV CV2001-0059.96. 

IO an IslerofMan cmporation, ) 
) COMPLAINT 

n Plsintilf; ) 

12 
) (Breach of Contract, Securities Fraud, 

""· ) Decl11ratol')' Relief) 

13 ) 

14 
DYNAMIC ASSOCIATES, INC., a ) 
Nevada cmporation; JAN WALLACE ) 

15 ud JOID'f DOE W .ALLACB, husband ) 
and wife; HllRB CAPOZZI.and JANE ) 

16 DQBCAl'OZZI, hwibrmd and wife; ) 

17 
LOGAN AND£RSON and JANE DOE ) 

ANDERSON, husband and wife; W. A. ) 

18 LUCKY, III and VICKIB TALLEY ) . 

LUCKY, hus'barid and wife; J; T. .) 

19 SIMMONS and IA.NB DOE SIMMONS, ) 

20 
hmJband and wife; R. MICHAEL ASBURY ) 
11.!ld JANB DOB ASBURY, husband and ) 

:u 'Nifil; WILLIAM H. MEANS and JANE ) 
DOB MEANS, husband and wife; HARRY ) 

12 MOLLand JANE DOB MOLL, husband ) 

u 
. l!lld wife, JOHN ll!ld JANE DOES I - X; ) 

XYZ CORPORA TJONS I - X; and ABC ) . 

24 P AR.TNERSHJPS I· X, ) 
) 

.is Defendants. ) 

26 
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I 

I 

• 
l 

2 For its complaint against defendaills, plainliffWes!rninster Agencies, Ltd hereby alleges 

3 as fullowa: 

L THE PABUES,JUBISDICDON ANQ VENUE 

L PlainliffWoo!mimter Agencies, Ltd. (hereinafter ''Weslltdnster"} is a Tule of Man 

cortiorntion duly authorized lo mid oondu.eling busineBS in th11 United Kingdom lllld elsewhere. 
7 

2. 

9 which headquarters and primary busin!lllll operatiom are, and were at all times material hereto, 

iO located in Mmoopa County, Arizona. DAI was organized in or about, JUty, 1989 Ill! a "blank 
. ' 

11 ~heck" entexprise with~ut auy specified business.. By 1995, thrOugil a ~eries of mergers and/or 
u 

acql1i•itions, DAI had become a publicly traded holding e-0mpimy (Nationitl QUotl!tion Bureau's. 
13 

14 Bulletin Board--the lowest echelon electrollic securities market) engaged in the health care 

u . management b~s. Prior to 1995, DAI had little or not. substantive operatiil11$. During. 1995, 

Ui 

17 

18 

H· 

20 

21 

ll 

23 

24 

25 

lll -

.. 1he c<impany wm:men&OO limiwtl operations in the business of medic.al microwave technOlogy 

acquisition. 1n oc about Seplembll!'., 1996, DAI offered for sale and sold the securities !}lllt form 

the basis for tile herein cause of action. All of the acts of DAI rui allegoo herein oecuned within 

or were ~tiated from Marioop11 ~,Arizona. 

3. Defoodant Jan Wallaoo (hereinafter "Wallil(ie") i3, on information and belief and 

· was at all times material hereto, a Canadian citizen residing 1111d doing business in Maricopa 

Coiuity, Arizona. W llllare was, at all times material hereto, President,· Chief Operating Officer 

and a Director of defendant DAI.· In the foregoing c11piwitloo, Wallace was dinictly or irufueetly 

responllible fur the securities offering which Jbl11l$ the basis for the herein Cllnse of action, All of 

2 
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• • 
1 

2 the acts of Walllwe 11S lllleged herein oecllmld within or from Arizona. Defendant J"obn Doe 

3 Wallace is, on illfomiatloo and belief, Wallace's hwiband. All of the _acts of Wallace as alleged 

4 herein were, also on information and belid; undertilken on behalf of. her marital oonununity with 

5 
John Doe Wallace. When John Doe Wallace's true identity is revealed; plaintiff will seek leave 

4. Defendant Herb Capozzi (hereinafter "(:apoz.zi!') is, on information and belief and 

!I was at all times material hereto, a Canadian_ citizen doing bu.sineSB in Maricopa County, Ariz.ona. 

111 . Capozzi was, at all times material hereto, a.dimctor of defeiidaru DAf. In the i:lregoing capacity, 

u 
Capozzi was directly or indirectly respon11ible for the securities offering which fonru; the basis . 

12 
for !he herein cause of action. AJ1 of the a.elii of C~o=i as allsed herein occurred within or from 

u 

14 , Arizona. Jane Doe Capozzi is, on infulllllll:ion and belief, Capozzi's wife. AU of 1he acts of 

15 Capozzi as alleged herein were, aim on information and belief, undertakll'll on behalf of his 

Ii · marital community wilh Jmie_ Do!;' Capozzi. Whlll1 Jllru:l Doe Capl!ZZl's tme. identit:y is revealed, 

plaintiff will seek bve of court ro amend its eomplaint to reflect the same. 

5. 

believe and Wiil! at all furuia material ~. a NeW Zealiind cl~ residing and doing business · 

ill Maricopa cOOnty, Arizona. Allderson w113; at all times matlllial hereto, SecretarY. Trel!SllTtr · 

_and a Di=! of defendant DAI. In the !bregolng capacities; :Anderson·waii directly or indirectly 

responsible for the_ soourities offering which forms the baSis for the herein C<mSe of .iction, All of 

tb.e acts of Anderson as alleged herein occmed within. or from Arizona. Defendllllt Jane Doe 
' . . . 

Anderson is, on info!Illll!ion and belief, Anderson's. wife. All of the acts of Anderson as alleged 

3 
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I 
'' 

• • 
1 

2 
herein were. also on inforrontion and belief..11t1dertaken on behalf ofhls mariW oommunily with 

3 Jane Doe Anderson. When Jane Doe Alldei:son' s true identity is revealed, plaintiff will seek 

4 leave of court tu amend its complaint to re6ect the same. 

6. Defendants W. A. Talley and Vickie Talley Lucky (hereinafter "the Luck:ys'') are 

husband llild wife. On Wformatfon and belief, the Luekys are UnitJ)d States citizens residing and 
'1 

11 
·doing busmess in Louisillllll. and elstlwhm:e, inclllding Arizona. The Luclcys were; at all times 

9 material. hereto, officers and directors .of Genisis, ·a subsidiarY of· defendant DAI. Tn the 

10 . foregoilijl CllJlacl.lies, the Luckys were directly or indirectly reseonsible for the securities offering 

l1 

12 

14 

l!I 

16 

17 

18 

19 

. lQ 

21 

22 

23 

24 

35 

:Zli 

whicll f'm:n:lll the basis far the herein cause of' aclion. · All of the Luok:ys' acts as alleged herein 

· oOOU!'red within or from Arizona. Each of the Luok:ys' acts were 11r1dertaken on behalf of 

7. Pafendant J. T. Simmons (hereinafter "Simmons") is, ~n information and belief 

. and WllS at all tinies material hen:t~), a U!lfled St~ citizen. residing end doing 'business in 

Maricopa County, Arizma. SimmoDll was,. at all times materilll hereto, Vice Presideht of 

responsible :fur the securities offering wbid! foons th1> basis fur the herein cause of iwlion. All of. 

!be acts of Simmons as alleged ~ oceutted within or from Arizona. Defendlmt I ane Doe 

Simmons is, on infonnation md belief; Si!nmllllll' wife. Afl of the aclll of Simmons were, also 

on inlbrmatfon and beli~f, vnderlabn on behalf. of hill marital community with Jime DOe 

Sinmi:iw. 

' 
I 
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5 

(i 

7 

8 

9 

10 

11 

12 

1J 

14 . 

15 

l& 

• • 
8. Defeudant R. Michael Asbury (hereinafter" Asbmy") is, on information and belief 

and was at all times niatmal hereto, a United States citizen residing and doing business in 

Maricopa County, Arizona. Asbury we~ at all times ·llllllerial hereto, Chief Financial Officer of 

defendant DAL In !he foregoing eapaoi!Y, Asbury W!l!l direclly or indirectly responsible fur !he 

securitles offering wbioh fOflnll the basis· ror !he herein cawie of action. All of the acta of Al!bury 

as alleged herein oocm:red willii!l or froiµ Arizona. Defendant Jane Doe Asbnry is, oo 

infmmation and belief, Asbuty' s wife. ·All of the oots ofAsbw:y were, ako on infumui.t:k>n and . 

belief, undertaken on behalf of his marital C()mtnunity,with Jane Doe Asbmy. When Jane Doe 

Asbwy's true identity is ~lltlllled, plaintiff will seek leave of court to amend its complaint t;o . 

. . 
9. Defendant William H. Mean:;; (hereinafter "Means'? is, on information and belief 

and was at all tirMs material hereto, ~ United siaies citizen residing and doing business in 

L<iiiisiana: and elsewlwre, including Arizoilll.. Means was; at all times materif\l hereto, Exec11tlve • 

t 7· · Vice President .if deferu!ant DAL. In the furegomg capacity, Means was dmctly o; indirect!~ 
tll 

. 19 

20 

21 

22 

" 
24 

25 

26 

!he acts of Means oOOllrl'.ed within or from Arizona. De~da,nt ·. Jane Doe . Means is, on 

infurmation and belief, M:eans~ wire. All of ihio acls of Mel!Dll were, also on information and 

belief, undertaken on behalf of his marital community with Jane Doe Mearm.. Whe11. Jane Doe 

Melllls' true identity ill revealed, ple.inti.ff will seek leave of court to amend. its complaint to 

reflect the same. 
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1 

2 
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• • 
l 0. Defendant Hmy Moll (hereinafter ''Moll'1 is, on infurmation and belief and was 

3 at all limes material hereto, a Canadian citizen residing and doing bminess in British Columbia · 

4 Canadli and elsewhere, including Arizona. Although not formally an officer or director of 

s 
defendant DAI, Moll exeroised oonsiderable influence and control over !he activities of the 

company. As such, Moll was directly or indirectly responsible for the securities offering which 

' 
11 

forms the basis for the lrerein c!lllSe of action. All of the acts of Moll as alleged herein occumxi 

·!I within or from Arizona. Defendant Jane Doe Moll is. on information and belief, Moll's wife. 

10 

1l 

12 

u 
14 

All of th<:i acts of Moll were, also on Information and beliet; undertaken 011 behalf of his marital 

community with Jane Doo Moll. When Jane Doe Moll's true identity is revealed, plaintiff will 

seek leave of court to amend its complaint to r~tlect the some. 

11. Defendants John and Jane Does I c X, XYZ Corporations I - X, and ABC . 

1~ · . Partnerships I - X are fictitiously named individuals and/or entitles whose/which true identities 

1 Ii and involvement in the activities complained of herein are presently unkniiwn. When the.se 

fictitiously named deferulants' me identities and/or involvement herein is/are f!JVealed, plaintiff · \ 

will seek leave of court to amend its complaint to reflect the some . 

.. 12. By virtlle of the foregoing and otherwise, .this court bas jurisdiction over the 

ooatter and the parties here~ and venue herein is proper. 

ll, · EVENTS fil\'.lNG RISE TO DEFENDAN'f'S LIA811JTY 

·The Offering. . . . 

13. ·Plaintiff repeats and realleges paragraphs 1 through 12 h!i)TOOf as if fully set forth 

herein again. 

6 
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• • 
1 

2 14. rn or about August, 1996; defendant DAI entered into a "final" Acquisition 

3 Agreement to purohase 100% of the isslll!d and outstanding 00mmon &took of Genesis Health 

.4 

5 

6 

7 

8 

' 
1.0 

u 

12 

1l 

14 

lS 

Ui 

17 

18 

19 

20 

:n 
22 

23 

24 

25 

26 

Management Cwporanoµ ("Genesis")' for $15,000,000 {$12,000,000 cash and a S3,000,000 

cmy book Promissory Note) and 3,000,000 ~ of DAI oommon lll:ock (valued at $3.33 for 
purp0ses of the acquisition}. Jn order to llnllllee the foregoing, DAI, through its. Board of 

· Directors and in coordination with the Board of Direotors of Genesis, authorized the. saie of 

1,000 units ,;fsecmities in the form of"10% Convertible Subordinat.ed Notes''(the "No~'').2 

15. The Notes were not registered for .sale with the United States Securities and 

Bxeh!mge Commission (the "SEC") but were irullead sold (purportedly) in reliance upon an 

exemption from the registration requirements aet forlh ill the Seeurities Act of 1933 (the 

"Seciirlties M' or tbe "'33 Act"). The pankular exemption relied upon requires lliat offem and 

sales only be inllde lo individuals or entities outside !he United States. This exemption is 

ool'llmoil!y referred to as "Regulation S." 

16. In connection with 1he offer IDid sale of the Notes referenced herein above, DAI, · . . . . 

with the 11etive ll!lei&tatioo of Genesis md il:ll Offieers lllld Dire<itom, prepared lirul circul~ a 

. :Private offering meinorandum (the "Memorandum"} diited September 16, 1996, According to 

.. the Memorandum; approximately 78% of the proceeds krbe raised.(rotal funds to .be raised$18.5 

··million) or $14.5 million was to be used in oonneetion.witllthe acquisition of.Genesis .. 

Y According lo the Memo~ Genesis wu engaged ill, among olber 1hillgs, the. busine~s of !mlill 
· ·b.espitmmanagement. · 

Boch of th• 1,000 units wore offered et $18,500 with inteml pll)'ablo s•ml-axmue!ly on Janwuy 15 ond July 
15 wilh !he principal dlie on or before September 15, 2006. 

7 
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12 

u 
14 

15 

Hi 

17 

18 

19 

10 
' 
I 21 

I 22 

23 

24 

25 

26 

I 

• • 
17. According to DAI press releases and ot)ler information disseminated by or at the 

direction of the company, Genesis, and their respectlve officers and directors (!he Individual 

defendants herllto ), at or leading up to the date of the Note offering complained of herein, 

Genesis was louted as a highly profitable enterprise that would add substantially to D.AI's 

financial status. Indeed, according to information which the oompany diBSeminsted_ or caused to 

be disseminated in or about August, 1996, Genesis claimed to have 22 hospitals under contract 

with double digit grow1h expected in the cooili:ig yoor. Specifically' according w a DAI press 

release dated Augtmt 14, 2001, by virtue of the proposed acquisition of Genesis, pre-tax profits 

were projected to by "over $10 million." 

18. In ii.cruality, Genesis' profitability and growth projects were either grossly over 

stated or completely misrepi:esmted altogether. Al~ve!y, the representations regardilig 

profitability and growth were not supported in fact. Further, notwilfuitandilig repeated refeierices 

to the profitability of Genesis, the Memorandum contains no financial sta!ementS or other 

spooific info!'lllation to. support the company's assertions respecting the same. As a re8ult, 

plaintiffwaa_required to simJ)ly take defendants' word that the company wa>i indeed profitable 
. . 

and th.at such p1".lfitability would positively impact DAI. 

19. By virtue of defendants' glowing representations respecting (Jenesis' profitability~ 

and notwithstanding general disclaimers in the Memorandum to the contrazy, plaintiff was led to 

·believe that investment in the Notes represented an ructremely s;Ueand s~ure vehicle in which to 

place its funds. In addition, according to fue Memorandum itself; although investors were 

considered "unsecured," in the event of any merger· or consolidation (see "The Proposed 

8 
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I • • 
l 

2 
Merger" below), any acquiring ~rporation or individual would be required to execute· a · 

3 supplemental trust indentnre for the benefit of the Note holders. As a result of the foregoing, 

4 plaintiff was given further assurance that the Notes would be repaid. 

5 

6 

7 

8 

!I 

10 

u 

12 

13 

14 

15 

16 

17 

111 

19 

20 

2l 

20. In addition to tbe foregoing, by virtue of lhe conversion feature of the Notes (Note 

holdera were pennilted to .convert debt to common stock ~uity at $3.50 p.er share) and !he 

glowing representations regarding profitability, plaintiffs were further ensured of repayment of 

their investment monies together with substantial profi!s thereon. In this regard, defendants, 

either directly or iIU!lrectly, represented to plaintiff that ii would secure NASDAQ (a higher 

echelon stock market than the Bulletin Board) within one year and that, as a.result, DAI's shares 

would be highly liquid and, therefore, easily sold. More importantly, based upon the infonoation 

disseminated by defendants, lhe DAI's stock was projected to be trading at $6 l2lll: share within 

one(!} year 1111d $17 gia: shaie within lhree (3) years. As result of the foregoing, investment in 

!he Noteii was touted as a "can't lore" proposition. 

21. Based up-0n defendants' representations as set furth above and otherwise, plaintiff 

determined to invest in the Notes. In this regard, in or about late OCtober and early December, 

1996, plaintiff pmchased a rota! ofl I units for a total purchase cost of$203,500. 

The Cover-up. 

22 22. After the units were sold, the acquisition of Gwesis was consummated. By virtue 

23 

l4 

25 

26 

of the foregoing, the owners of Genesis fmcluding defendants Means, the Luckys and Asbury) . . 

were 
0

paid $12 million cash, $3. million in the fonn of a carry back note, and approxiinately 
. . 

3,000,000 ~ ofDAr co~on stock. 
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11 
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13 

14 

15 

16 

l7 

18 

19 

20. 

21 

22 

23 

24 

, :zs 
16. 

. ,, ... 

• • 
23. · Shortly Mier plaintiff purchased the Nol:e8, defeodants continued to tout the 

profitability of its Genesis subsidiary. For example in 11 December, 1996 press release, 

defeodmts claimed that Gerulsis was "highly profitable" and that, by virtue of the same; no · 

further financing w-0uld be !leOOSS;uy CO£ its other subsidiaries. In addition, the company claimed 
. ' . . 

lo have an additiooa! 1t hnspitalil oommltted fbr lllan$l!emeni services in 1997.3 After the . 

December, 1996 press release relereooed .above (which infhrmation indueed plainlifiS additional · 

investment), all DAI p00ji$ l'liilease!1 referring to fut!lre profitability or other matters incorporated a 

disclaimef s!l!tlllg, in effect, that thae llXisted various risks which made acliievement of such 

24. · On or about Jmwuy 15, 2000, the company refused or otherwise ft!:iled to make 

the semi-aruiual interest payment As 11 :result, since !hllt time, a oondition of defimlt llas existed 

· and the tllll anrollllt qf DAI's ~bl ro plainiiff is now due and owing and .dem!Wd therefor is 

hereby. made. 

The Propo,edMnger • ... ·· 

25. As part of the.Note indenl:llrtl, defend.ant DAl is reqnired to secure from any elllity 

m: pmon that is to lll:qulle "all Of $1!bSlllntiaJly all" of the company's asseis II llllpplemental 

indenture that, in essence, oblh1Mes 1he acquiring enti!.Y, or person to al!SUIXle l'tlllponsibi!ity fOT 

repayment oflhe Notes: 

II I I . 

·,. Alllioueb not in<;<itJ>OO\!OdiJ.lto .lhe Memn!l!l!dum, inlblll'll!lion regs:rdlng the I l addlli<llllll hospitals and 
. fue fsirt lhBt f"""111irig. oorua:1'il'w lit mtehwlly gimeioted wrui ~- ll> plainliffprior to its D°"'mbor Note 
pure!laae and, m fact, such lnfmlion Was m.immeil!lll ln its decision to !nvest llddili()rul! funs. . . 

. . . ' . 
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I t_. ______ . __ 

• • 
26. m or about August, 2000, DAI entered into negotiations to merge its business into 

. another entity. . As part of such merger. the merged entity has proposed to convert plaintiff's 

.Notes into common sto.ck of the surviving entity, DAI and the (pr<1posed) merged entity refuse 

to acknowledge respowibility :l\Jr the debt wbich the Notes represent as part of the financial 

lltlltements of the new entity. In any event, because of the limited operations of the merging 

entity, it appem that repayment of.the debt, even if recognized, would be dubious at best. . · 

m. a.r\JMSFOR mi;1.nw 

{Breach of Contract-DAI). 

. 27. Plaintiff repeats and reallegea p~h& 1 through 26 hereof as if fully set ror!ll 

hereinagain. · 

28. The Notes at issue herein constitute a oonlract fur the payment of money by and 

between plaintiff and defimdant DAI. In connection with the aftlresaid contract, defendant DAI 

was and is :obligated to pay plaintiff !0% interest Pill: lllmlml on all olllstanding principal and to 

return to plaintiff such principal on or beibfl! Sept.ember 15, 2006. DAI ha& Wloo or otherwia<i 

refused to make !he mierest paymlllll:ll requiml and such fuil!ll'e, or refusa} ooiistitutes a breach of 

contract whereby plaintiff is entitled to demand, md plaintiff hereby so demands., repayment of 

lhe eutire principal. now outstanding together with interest thereon at l:l!t3 mte of I 0% um; .illlllJml 

from the dale of default until paid in full. 

11 
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1 

2 

• • 
29. By virtue of defendant DAI's breach. of CGnlract as set forth above;. plruntiff is 

3 
additionally entitled to an aWllJ'd of its reason.:bly incumid attorney's fees pllr!lmmt lo AILS. § 

4 12-341.Ql. 

5 

' 
1 

8 

9 

iq 
u 
12 

l3 

14 

15 

16 

1'1 

18 

19 

20 

;u 

ll 

23 

:w 
25 

26 

Seooild Claim for ReJlef 

· (Slll:rnities Fraud-all defendimts) 
. . . 

30~ Plaintiff repeats and realleges pata~hs I through 29 hereof as if fully set ·forth 

nereinagain. 

31.. The Notes offered for sale and sold by DAI to plaintiff constitute ireoorities within ·. ' . 

the.meaning of AllS. § 44-l80l(A)(23). All of the defendants pattieipated, either directly or 

indirectly, in the off<ll'S and sales ~fsoowitios to plaintiffs at issue. here by, am0ng other things, 

· · making or causing to be lruuk Untrue. statements of material fact or omitting to state material · 

· fac!S,. in tWit of the circum~ undei: which they were made, not misleading. For example, 

defendllllts misrepresente\I: that &:nesis Wllll highly profitable and, as a result, investment in the 

Noieswu not risky 1111 would otherwise he .the .ciise with a development stage compq; that, by 

virtoo of the protective clauses incoiporated iD1o the Note;; c;if&ring, plaintiffs would be protected 

against lMs; thlit, · altfulugh dlBeltislld · as a risk· fl!ctor (I.e. inability to obtain suhseqilent 

financing), Genesis profitability hlmlred that financing needs would be generated lnten)ali:Y. In 

· additian, while making ~ve stmment• ~aiding profit:ability, d~s omitted<»: 

~e failed to disclose pertinent iriforma!ion mpooting Genesis' aclwll results of operatioru; 

· aru1 Jirumdal oolldition. 

12 . 
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' 
11 
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n 
13 

14 

15 

16 

17 

Ill 

19 

20 

:n 
22 

I 
l3 

! 24 

25 

26 

• • 
32. The foregoing misCepresentations and omissions of material fact· coni!titute 

securities :fraud withln the meaning of A.R.S. § 44-199l(A){2) and, by virtue of the same, 

plaintifft, are entitled to rescind tbeir p111Xhase of Notes and they hereby render the same p\ll"Suant 

to A.R.S. § 44-2001. In addition, plaintit'Tu are further entitled to an award of interest on all 

amounts invested tOgether With its taxable court costs and reasonably attorney's fees; 

.. 33. 

hereinagain. 

Third Claim for Relief 

(Declaratory RelieE-DAI} 

· Piaintitf repeats and realleges pariigraphs l thioi.igh 32 hereof as if fully· set forth 

34. Th~ Notes and trust . mdent:ure ihcreunder purchased 1;>y plaintiffs constitute 

· contracts. Ifi connection with such cont:cicts, defendant DAi is obligated to take certain meas~es 

to protect Note boidets, including plaintiff, by securinii a supplemental indenture wl:iereunder any 

entity or penron acquiring all or eubstantially all of defOndailts i.asets mu.St ~ume responsibility 

for the debt represented by the Notes. By virtue of a proposed merger whereunder Note holders, 
. . . . . . . 

including plaintiff, are to be offered only equity pmticipation and not recognitiOn of the 

outstanding debt, defendant DAI has or is about to breach the terms of the Note. and .trust 

indenture thereunder. 

35. The protClltions set furth above . ai:e. involve an import legal ri~t, status md 
. . . . . 

. relations ·among the parties and they are then:ifore subject to declaratory adjudication. 
- ~ . . . - . . . 

Speoifi.cally, plruntiff is entitle. to a doolaratory judgment. stating its rights vis . a vis contiliuauce 

·and a creditor to .any entitjl acquiring defendants' assets. 
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2 

3 

• • 
IV. . DEMAND FOR RELIEF 

WHEREFORE, Plaintiff delllallds judgment in itS favor and against the defendants as set 

. 4 forth herein as follows: · 

5 

6 

.1 

II ., 
10 

Jl 

u 
13 

14 

15 

H 

17 

111 

n 
20 

21 

22 

23 

24 

26 

l. For all of plaintiffii' ilimlages proximately caused by or incurred as a result of 

defendants acts as alleged herein and in 1111 amolll:ll to be proven at trial in !his matter 

but in no event less than $203,500; 

. 2. For all pre.judgment and post-jlldgment interest at tlie legal rate on all ~unts 

awatded heri:iln; · 

3. For llll.ofplaintiffS' Ci.ll!tl! and attorneys' foos incurred herein; 

4. For. declaratory judsm~t confirming plaintiff'<1 riglw; tmder the Note and trnSt 

indeitture agrellmlJ!ll 

5. .F6r such other and/(lr further relief as the oollrt deems just and proper in the 

circwnstances. 

DATED this S"' day of Aprit 2001 

JOHN R. AUGUSTINE, JR., PC 

!4 

I 

I 
i 

I 
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STATEMENT OF FACTS 

1. Jan Mary Wallace resides at . Her 

social security number is . 

2. Ms. Wallace has dual citizenship in Canada and purportedly in the Cayman 

Islands, but she is a resident alien and U.S. taxpayer. 

3. Ms. Wallace is currently Chief Executive Officer, President, and a Director of 

Davi Skin, Inc. ("Davi Skin"), a thinly-capitalized, publicly-traded cosmetics company located 

either at 11990 San Vicente Blvd., Suite 300, Los Angeles, CA 90049 or 4223 Glencoe A venue, 

Suite 130, Marina Del Rey, California.I Ms. Wallace is also President of Wallace Black 

Financial Services, a consulting company that assists firms with raising equity capital. Until 

January 17, 2008, Ms. Wallace also served as President, CEO, and a Director of Secured 

Diversified Investment, Ltd., a small publicly-traded company. 

4. Ms. Wallace owns, directly or indirectly, and uses several offshore bank and 

securities accounts, as well as several offshore entities, to conceal her assets and trading profits 

from illegal penny stock "pump and dump" schemes and other activities. 

5. Although the exact amounts at issue are unknown, Ms. Wallace has hidden 

substantial assets abroad, totaling millions of dollars. Upon information and belief, Ms. Wallace 

has not disclosed the existence of these assets or accounts to the Internal Revenue Service under 

Title 31 and has not reported the income generated in these accounts under Title 26. 

6. Based on a Davi Skin Active Shareholder Report as of July 13, 2007 (issued by 

Davi Skin's transfer agent, Pacific Stock Transfer Company), attached hereto as Exhibit A, the 

I For reasons unknown, Davi Skin has been unable to timely file its required disclosures with the 
Securities Exchange Commission ("SEC") for over a year. 
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four largest unrestricted common stock positions in Davi Skin were held by Arch Ltd., Hepburn 

Holdings Ltd., Sunshine Ltd., and The Chloe Group of Companies (Chloe is the name of Ms. 

Wallace's daughter).2 All four of these companies are owned and/or controlled by Ms. Wallace, 

and all four have the same address: The LOM Building, 27 Reid St., Hamilton, Bermuda. 

7. The LOM Building is owned and occupied by LOM Holdings, a Bermuda-based 

parent company of a group of financial services companies founded by brothers Brian Lines and 

Scott Lines. "LOM" stands for Lines Overseas Management. The Lines brothers and LOM 

Holdings are currently being sued by the SEC for engaging in illegal "pump and dump" penny 

stock scams. The complaint in this lawsuit, filed in 2007 in the U.S. District Court for the 

Southern District of New York, is attached hereto as Exhibit B. In addition to providing offshore 

brokerage services and administrative services for corporate nominees, the LOM group also 

provides offshore banking services. See <http://www.lom.com/>. 

8. Ms. Wallace routinely wires funds to LOM Securities in Bermuda and the 

Cayman Islands as payment for administration of her corporate nominees Arch Ltd., Sunshine 

Ltd., Hepburn Holdings, Ltd., and The Chloe Group of Companies. See Exhibit C attached 

hereto. Ms. Wallace has wired funds to LOM using JP Morgan Chase and HSBC Bank USA as 

correspondent banks, with beneficiary banks including The Bank of Bermuda Limited (account 

number 1010-956504) and Bank of NT Butterfield (Bermuda) (account number 

20.006.840.351501.100). 

9. Ms. Wallace has also used and/or controls a firm named Bridge Street Services 

Limited in these transactions. 

2 Another large Davi Skin shareholder, Artist House Holdings, Inc., based in Japan, sued Davi 
Skin and its principals in 2006 for securities fraud. According to a Form 8-K filed with the SEC 

(footnote continued on next page) 
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10. Ms. Wallace uses these offshore entities to acquire free-trading shares in defunct, 

publicly-traded corporate shells. These shell entities are then sold to a private company in what 

is termed as a "reverse merger."3 The transaction is a means of taking a private company public 

without the cost and scrutiny associated with an initial public offering. 

11. After materially false information touting the merger and prospects for the new 

company is disseminated to the investing public (the "pump" phase), Ms. Wallace then causes 

her offshore corporate nominees (such as Arch Ltd., Hepburn Holdings Ltd., Sunshine Ltd., and 

The Chloe Group of Companies) to sell the free-trading shares of the company at an artificially-

inflated price (the "dump" phase). Thereby, Ms. Wallace pockets substantial profits on the sale 

of the stock, and in tum avoids paying capital gains on the sales as the shares are sold by 

offshore nominees and the proceeds are retained in offshore accounts. 

12. By her own admission under oath, Ms. Wallace has been sued at least six or seven 

times for fraud or similar malfeasance with respect to her roles in various public companies. In 

one such case, Thomas & Wong General Contractor, Inc. v. Blume Law Firm, et al., Superior 

Court of Arizona (Maricopa County), CV No. 2005-051325, Mr. Edward Tarapaski testified 

under oath that Ms. Wallace maintains offshore bank accounts. An excerpted copy of the trial 

transcript is attached hereto as Exhibit D. 

(footnote continued from previous page) 
by Davi Skin on July 9, 2008 and signed by Ms. Wallace, the lawsuit was settled for $650,000. 

3 Upon information and belief, Ms. Wallace has a long-standing relationship with Cane Clark, 
LLP, a Las Vegas-based securities law firm well known as a facilitator of thinly-capitalized 
reverse-merger transactions. Also upon information and belief, Ms. Wallace has conspired with 
several individuals in her pump and dump activities, including Kyleen Cane, a principal of Cane 
Clark LLP, as well as Devi Johal and Mujit Johal. These individuals may use offshore banking 
and brokerage arrangements similar to Ms. Wallace's in order to conceal their activities. 
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13. Dennis Mandell, the whistleblower in this action, discovered the above 

information through an investigation of allegations of fraud associated with one of the companies 

Ms. Wallace appears to have intended to use as part of one of her pump and dump schemes. 

4 
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LEGAL ANALYSIS 

Based on the facts outlined above and upon information and belief, Ms. Wallace is in 

violation of two primary sets of rules administered by the IRS with respect to assets and 

transactions in foreign jurisdictions: (1) the foreign bank account reporting regime under 31 

U.S.C. § 5314 and the regulations promulgated thereunder (commonly referred to as the "FBAR" 

requirements), and (2) the anti-deferral regime of subpart F of the Internal Revenue Code. These 

violations have resulted and continue to result in the material underreporting and fraudulent 

concealment of Ms. Wallace's income and assets and render Ms. Wallace subject to civil 

penalties and interest, as described below. 

Although Ms. Wallace is a citizen of Canada and possibly the Cayman Islands, she is a 

legal resident of the United States, and as such, is a "United States person" for federal income 

tax purposes and therefore subject to U.S. taxation on her worldwide income. See l.R.C. § 

7701(a)(30). 

Pursuant to 31 U.S.C. § 5314 and 31 C.F.R. § 103.24, "[e]ach person subject to the 

jurisdiction of the United States ... having a financial interest in, or signature authority or other 

authority over, a bank, securities or other financial account in a foreign country shall report such 

relationship to the [IRS] for each year in which such relationship exists .... " These provisions 

require that a Form TD F 90-22.1, Report of Foreign Bank and Financial Accounts (FBAR) be 

filed if the aggregate balances of such foreign accounts exceed $10,000 at any time during the 

year. As Ms. Wallace is subject to the jurisdiction of the United States, and upon information 

and belief has not disclosed the existence of substantial assets held in accounts with Bermudan 

and/or Cayman Islands banks, Ms. Wallace is in clear violation of 31 U.S.C. § 5134. 

Accordingly, pursuant to 31 C.F.R. § 103.57(g)(2), Ms. Wallace is subject to a penalty of up to 

5 
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$100,000 for each violation (i.e., each failure to report a foreign account each year in which such 

account held more than $10,000 in assets). 

Furthermore, I.R.C. § 951 requires that U.S. shareholders of controlled foreign 

corporations ("CFCs") include, on a current basis, their pro rata share of all subpart F income 

earned by the CFC in which they hold an interest. A "U.S. shareholder" for purposes of subpart 

Fis a 10% or greater stakeholder in a foreign company. A company is a CFC if it is held more 

than 50% by U.S. shareholders. Upon information and belief, Ms. Wallace's corporate nominees 

managed by LOM Securities are held exclusively by herself and her immediate family members, 

and as such qualify as CFCs. Under I.R.C. § 952(a)(2), subpart F income includes all foreign 

base company income which in tum, under I.R.C. § 954(a)(l), includes all foreign personal 

holding company income. Section 954( c) defines foreign personal holding company income as, 

inter alia, dividends, interest, and gains from the sale of property such as stock or other capital 

assets: Accordingly, subpart F requires that Ms. Wallace include in her gross income all 

investment income and capital gains earned by her offshore entities. Upon information and 

belief, her failure to do so constitutes a violation of subpart F and is evidence of a willful attempt 

to evade her U.S. federal income tax obligations. 

As a consequence of the violations described above, Ms. Wallace is subject to penalties 

and interest, in addition to the taxes due and owing. At a minimum, Ms. Wallace is subject to 

the I.R.C. § 6662 penalty for negligence or disregard of rules and regulations and/or substantial 

understatement of income tax, which imposes a penalty of 20% of the understatement 

attributable to the penalized conduct. Furthermore, Ms. Wallace may be subject to the civil fraud 

penalty of section 6663, which imposes a penalty of 7 5% of the understatement of tax liability 

due to fraud. The section 6663 penalty requires a showing of intent "to evade taxes known to be 
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due and owing by conduct intended to conceal, mislead, or otherwise [to] prevent the collection 

of taxes, [where] there is an underpayment of tax." Nelon v. Commissioner, T.C. Memo. 1997-

49. Ms. Wallace's failure to disclose offshore accounts and the use of offshore entities to 

conceal her trading activities strongly suggests an intent on Ms. Wallace's part to defraud the 

IRS, in addition to concealing her illegal securities activities. Finally, Ms. Wallace is also 

subject to interest on back taxes and penalties at a rate of 3% plus the short-term federal rate. 

I.R.C. § 6621(a)(2). Interest began to accrue on the due dates of the returns for which there were 

understatements of tax liability. I.R.C. § 6601(e)(2)(B). 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7 /i 3/2007 

CUSIP NUMBER 

Stock Holder 

ABERDEEN HOLDINGS LTD INC 
THE LOM GROUP '.!! REID ST 

HAMIL TON, ON CANADA 

DENNIS ACKERMAN 

ROBERT F. ACKERSON 

60 KNOLLS CRESCENT AVE. 

BRONX, NY 10463-0000 

WILLIAM ADAM 

7584 BEL ARBOR TRL 

WEBSTER, NY 14580·9476 

VMRAG 

CIO DEUTSCHE BANC ALEX BR 1635 MARKET ST 
t7TH FLOOR 

PHILADELPHIA, PA 19103 

OONALDRAHO 

1015 PINEWOOD DR 

PINECITY, NY 14571-0000 

BERNHARD Al TENDEITERING * ORCHIDEANSTER 

NORDHORN, GERMANY 48529 

BABETIE ALTMAN 
4850 WINTER HAVEN WAY 

ROSEVILLE. CA 95747-8252 

DAVID AMMERMAN 

75 PENN EST 

EAST STROUDSBURG, PA 18301-9028 

LINDA C ANDERSON 

PACIFIC STOCI( TRANSFER COMPAN~' 

Date 
Issued Cert No 

Active Share Holders 

Active Certificates 

Free Trading Stock 

Restlicted Stock 

Shares Outstanding 

565 
637 

5,926,598 

8,684,610 

14,611,208 

No of --Lost or 
Shares Status Date Aestr Stolen 

0812212001 1960 33 Fi 00/2212001 ---·-·------
Total Simes 33 'ro1aice;tlilcates 

02125/1998 1345 No 
Total Shares Total Certificates 

02125/1998 1074 No 
-

Total Shares Total Certificates 1 

0212511998 1261 No 
Total Shares Total Cerhlicates--

10/04/2000 1899 1,240 R No -----
Total Shares 1,240 T 01111 Certificates 

0212511998 1260 No --------------- -
Total Shares 1 Total Certificates 

11/0311998 1508 5 R No 
·------

Total Shares 5 Total Certificates 

0212511998 1329 No 
-~--

Total Shares 1 Total Certificates 

02125/1998 1089 No 
Total Certllicates 

12/20/2005 5210 2, 909 R 1 2120/2005 No --- --·--- ------------
Total Shares 2,909 Total Certificates 

Page 1 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUSIP NUMBER 238528 103 

Stock Holder 

AACHl.TP. * THE LOM BUILDING 27 REIO STREET 

HAMIL TON. BERMUDA HM11 

PETER AROITA 

111 9 SAVOY DR 

MEL VILLE. NY 11747-5281 

ARTIST HOUSE HOLDINGS INC 

3F YUSHIN BLDG 3-27-11 SHIBUYA 

SHIBUYA·KU. TOKYO .JAPAN 

SYLVIA ASCHER 

58 E S3RD ST APT 2-A 

NEW YORK. NY 10028·0000 

ASLAN DEVELOPMENT 

CIO DWYER SMITH LAW FIRM 8712 W. DODGE RD 
#400 

OMAHA, NE 68114 

ASLAN MORTGAGE 

2242 SO. 156 CIR 

OMAHA, NE 68130 

GENEVIEVE F. AIJBRY 

i6 EDGEWOOD RD 

PEEKSKILL. NY 10566-0000 

BANKHAIJS H AUFHAEUSER 

4708425M 

911749681 

!<AT l<APITALBERATUNG TOELZERSTRASSE 23 

GENEVA. SWITZERLAND 82031 

CHRISTINE AZZARELLO 

& GREGORY AZZARELLO JTIEN 

339 SOUTH HOWARD 

PLAINFIELD, lL 60544 

GEORGE BALOGH 

17 SOUTH DR 

GREAT NECK. NV 11021-0000 

PAC/AC STOCK TRANSFER COMPANY 

325443210 

Dale 
Issued Gen No 

No of Lost or 
Shares Status Date Res.tr Stolen 

0410312007 5309 573,847 No 
_<",-•·-~-···~--"~'>- ---··-,• ''"e~'> W-/'";<';>•{o,,--_.,' -· ·-~-,_,.,,,_, __ , 

Total Shares 573,847 Total Certificates 1 

02/25/1998 1214 

Total Shares 

04/04/2006 5231 

Total Shares 

02125/1998 1057 

Total Shares 

12/01/2006 5276 --·------
Total Shares 

12/01/2006 5274 

Total Certificates 

566,667 s 04/04/2006 ----
566,667 Total Certificates 

.3,333 
3,333 

Total Certificates 

R 12/01/2006 

Total Certificates 

R 12101/2006 

No 

No 
1 

No 

No 

1 

No 2,600 

2,800 
-·-- -

Total Shares 

02/25/1998 1092 

Total Shares 

10/1211999 1661 

10/12/1999 1662 ---
Total Shares 

05/15/2006 5233 

Total Shares 

0212511998 1140 

Total Shares 

1 

41 

41 

82 

800 

800 

total Certificates 1 

Total Cenificates 

Total Certificates 

-----
Total Certificates 

Total Certificates 

No 

1 

No 
No 

2 

No ·---
1 

No 

Page2 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUSIP NUMBER 238528 103 

Stock Holder 

ANTHONV S. HARRISON 

2900 OAKHILL LN 

MOUNT DORA, FL 32757-9525 

TRACEV HARROW 

202-, 0-4242 

1 HERON TERRACE CAMDEN RO CARSHAL TON 
VILLAGE 
SURREV, UK SM5 2NS 

HELEN HARVARD 

4020 PRATT AVE 
BRONX, NY 10466·0000 

WILLIAM M. HEALEY JR 

255 SOUNDVIEW AVE. 

WHITE PLAINS, 1'iY 10605-0000 

FANNING M. HEARON, JR 

RUDOLF HEINZ 

N1EDENAU 82 

FRANKFURT AM, GERMANY 60325 

JOSEPH HEJNA 
25<1 PENNSYLVANIA ST. 

BUFFALO, NY 14201-0000 

HEPBURN HOLDINGS l TO * THE LOM BUtLOJNG 27 REIO STAEET 
HAMIL TON, BERMUDA HM 11 

FRAN HERRIDGE 

BOB HERRIDGE 

18 ORCHARD DR 

ARMONK. NY 10504-0000 

MARGERY H. HERRMANN 

2202 THEALL RD 

RYE, NY 10580-1423 

PACIFIC STOCK TRANSFER COMPANY 

702865i6 

Date 
Issued Cert No 

02/2511998 1 135 

Total Shares 

11116/1999 1727 

Total Shares 

02/2511998 1077 

Total Shares 

02/25/\998 1107 - - -
Total Shares 

02/2511998 1 353 

Total Shares 

02/0312000 1817 

Total Shares 

02/25/1998 1250 

Total Shares 

0410312007 5=•10 
Total Shares 

02125/1998 1079 

No of Lost or 
Sr1ares Status Date Restr Stolen 

- -
Total Certificates 

5 

No 

1 

No 
~~~--~-~ 

5 Total Certilicales 

Total Certificates 

Total Certificates 

Total Certificates 

100 R ·--------· 
100 Total Cerlillcales 

Total Certificates 

573J347 
573,847. Total Certificates 

1 

No 

No 
1 

No 
1 

No 

No 

-------- No 

1 Total Shares Total Certificates 

02/2511998 1095 No -----·--
Total Shares 1 Total Certificates 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUS!P NUMBER 238528 103 

Stock Holder 

STRATEGIC GROUP LTD 

SUITE 41/42 VICTORIA HOUS 26 MAIN STREET PO 
BOX 743 

COLLEEN SULLIVAN 

HENRY L SUMMERS 

1840 7TH A VE #5C 
NEW YORK, NY 10026-0000 

HERMAN SUNA 

75 NOBLE ST. 

LYNBROOK, NY 11563-0000 

SUNSHINE LTD 
THE LOM BUILDING 27 REID STREET 
HAMIL TON, BERMUDA HM11 

GEORGE M. SWEETMAN 

34 MORSEMERE PLACE 

YONKERS, NY 10701·0000 

ANDREW TABBAT 

2218 THEALL ROAD 

RYE, NY 10850 

GUSTAHMIN 

48 FIELDCREST RD. 

CRESTWOOD, NY 10707-0000 

MERCIAN I MAKOTO TAKEUCHI 

PETER P. TALLAAINE 

2286 CUSTOM VLG CT 

BELLMORE, NY 11710-0000 

PACIFIC STOCK TRANSFER COMPANY 

Date 
Issued Cert No 

01/04/2000 1781 

Total Shares 

02125/1998 1343 

Total Shares 

02/25/1998 1056 
Total Shares 

02125/1998 1360 

Total Shares 

04/0312007 5312 

Total Shares 

02/25/1998 1108 

Total Shares 

02/25/1998 1122 

Total Shares 

02/25/1998 1113 

Total Shares 

04/07/2005 5126 

Total Shares 

02/25/1998 1203 

Total Shares 

No of Lost or 
Shares Status Date Restr Stolen 

461 

461 Total Certificates 

Total Certificates 

1 

1 Total Certificates 

Total Certificates 

573,847 

573,847 Total certificates 

Total Certificates 

1 

1 Total Certificates 

Total Certificates 

10,000 s 04/07/2005 

10,000 Total Certificates 

Total Certificates 

No 

No 

1 

No 

1 

No 

No 
1 

No 

1 

No 

1 

No 

1 

No 

1 

No 

1 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUSIP NUMBER 238528 103 

Stock Holder 

TAKAHIRO T ASHIO 

MICHAEL TEDESCO 

64 OLD TAPPAN RD. 

GLEN COVE, NY 11542-0000 

NORMAN l TESSIER 

ROAD 1 BOX 1 B5 

SHAPON SPRINGS, NY 13459-0000 

THE CHLOE GROUP OF COMPANIES 

THE LOM BUILDING 27 REIO STREET 
HAMIL TON. BERMUOAHM11 

JULIUS THELMO 

62 LIVEOAK DR 

HOLBROOK, NY 11741·0000 

A. THORSON 

551 MAIN ST. #W201 

NEW YORK. NY 10044-0000 

MICHAEL TIGHE 

333 URIBE ST 

LAS VEGAS. NV 

DONALD A. TOY 

45 SUTTON PLACES APT 1414 

NEW YORK, NY 10022-2444 

SARNA TRADING 

HOTTINGER STA 17 

ZURICH, SWITZERLAND CH-8032 

GEARY TRIGLETH 

2001 HEARTHSTONE DRIVE 

CARROLLTON, TX 75101 

PACIFIC STOCK TRANSFER COMPANY 

069-28-5497 

447560247 

Date 
Issued Cert No 

0410712005 5124 
Total Shares 

02/2511998 1186 

Total Shares 

02/2511998 1240 

Total Shares 

04/0312007 5311 

i'olar shares 

02/2511998 1210 

Total Shares 

02125/1998 1062 

Total Shares 

05/16/2005 5150 

08115/2005 5163 

Total Shares 

0212511998 1051 

Total Shares 

10/12/1999 1698 
Total Shares 

08/0312004 5047 

Total Shares 

No of Losl or 
Shares Status Date Restr Stolen 

317,895 

317,895 

573,847 

513,847 

200 

300 

500 

1 

1 

73 

73 

125,000 

125,000 

s 04/07/2005 

Total Certificates 

Total Certificates 

Total Certificates 

Total Certificates 

Total Certificates 

Total Certificates 

R 08115/2005 

Total Certificates 

Total Cenlflcates 

Total Certificates 

R 08103/2004 

Total Certificates 

No 

No , 

No 

NO, , 

No 
1 

No 

No 
No 
~ 

No 

No 

No 
1 
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UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 

SECURITIBS AND EXCHANGE COMMISSION, 

v. 

BRIAN N. LINES; 
SCOTI: G. S. LINES; 
LOM (HOLDINGS) LTD.; 

Plaintiff, 

LINES OVERSEAS MANAGEMENT LTD.; 
LO:M; CAPITAL LTD.; 
LOM SECURITIBS (BERMUDA) LTD.; 
LOM SECURITIES (CAYMAN) LTD.; 
LOM SECURITIBS (BAHAMAS) LTD.; 

· ANTHONY W. WILE; 
WAYNE E. WILE; 
ROBERT J. CHAPMAN; 
WILLIAM TODD PEEVER; 
PHILLIP JAMES CURTIS; AND 
RY ANG. LEEDS, 

Defendants. 

COMPLAINT 

. Civil Action No. ------

Plaintiff Securities and Exchange Commission (the "Commission") alleges: 

SUMMARY OF ALLEGATIONS 

1. This action concerns two separate, but sj.milar,. fraudulent schemes to manipulate.. 

the:stock prices of two ·microcap companies, Sedona Software Solutions, Inc. ("Sedona") and 

SHEP Technologies, Inc. ("SHEP''). During the relevant periods, Sedona and SHEP shares were 
' . 

quoted and traded on the Over-the-Counter Bulletin Board ("OTCBB"). The schemes took place 

in 2002 and 2003, and involved the substantial participation ofa ~ermuda-based securities finn, 

- 1 -
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HEPBURN HOLDINGS LTD. 
Mareva House, 4 George Street 

P.O. Box N3937, Nassau, Bahamas 

USD UNITED STATES DOLLARS - WIRE INSTRUCTIONS 

Bank Details: 

ABA Number: 
SWIFT: 
Account Name: 
Account Number: 

Beneficiary Bank: 

SWIFT: 
Account Name: 
Account Number: 
Reference: 

M 

0090-l28 COlEl 

JP Morgan Chase 
4 Chase Metrotech Center 
New York, NY 
U.S.A. 
021000021 
CHAS US 33 
Bank of Butterfield 
0011067808 

Bank of NT Butterfield 
Hamilton 
Bermuda 
BNTBBMHM 
LOM Client Funds 
20.006.840.351501.100 
1001790 - Hepburn Holdings Ltd. 

dsv:vo lO El unr 
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BRIDGE STREET ~SERVICES LIMITED 

USD WIRE TRANSFER INSTRUCTIONS 

Correspondent Bank: 

Beneficiary Bank: 

HSBC Bank USA 
452 Fifth Avenue 
New York, NY 10018 
U.S.A. 

SWIFT Code: MRMDUS33 
FED ABA: 021001088 
CHIPS ABA: 0108 

The Bank of Bermuda Limited 
6 Front Street 
Hamilton HM 11 
Bermuda 

SWIFT Code: BBDA BMHM 

Beneficiary Account Number: 1010-956504 

Beneficiary Account Name: Bridge Street Services Limited 
Reference: Client and/or Company Name 
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Bridge Street Services Limited 

Our ref: 8ULNN8G9/1236 

LOM Securities (Cayman) Limited 
Buckingham Square, Penthouse 
P.O. Box 30997SMB 
West Bay Road, SMB 
Cayman Islands 

Sunshine Ltd 

Description 

Professional Fees: 
2006 Corporate Administration Fee 

Marquee Place, Suite 300 
430 West Bay Road 

P.O. Box 30691 SMB 
Grand Cayman 

Cayman Islands, BWI 

INVOICE 

01/1112005 

USDsum 

2,500.00 

I Grand Total: USD 2,500.00 

Invoice is payable upon receipt 
Please ensure prompt payment on or before January 31, 2006 

to avoid penalty fees 

Case 2:14-cv-00343-JLR   Document 1-1   Filed 03/10/14   Page 52 of 105



Bridge Street Services Limited 

Our ref: 8UML06T4/1374 

Ms. Devi JOHAL 
LOM Securities (Bermuda) Limited 
The LOM Building 
27 Reid Street 
Hamilton HM 11 
Bermuda 

Arch Ltd 

Description 

Professional Fees: 
2006 Corporate Administration Fee 

Marquee Place, Suite 300 
430 West Bay Road 

P.O. Box 30691 SMB 
Grand Cayman 

Cayman Islands, BWI 

INVOICE 

0111112005 

USDsum 

2,500.00 

j Grand Total: USD 2,500.00 

Invoice is payable upon receipt 
Please ensure prompt payment on or before January 31, 2006 

to avoid penalty fees 
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Bridge Street Services Limited 

Our ref 8UML06T4/1374 

Ms Devi JOHAL 
LOM Securities (Bermuda) Limited 
The LOM Building 
27 Reid Street 
Hamilton HM 11 
Bermuda 

Arch Ltd 

Description 

Professional Fees 
2006 Corporate Administration Fee 

Marquee Place, Suite 300 
430 West Bay Road 

P 0 Box 30691 SMB 
Grand Cayman 

Cayman Islands, B\V1 

INVOICE 

01/I 1/2005 

USO sum 

2,500 00 

I Grand Total USO 2,500 00 j 

Invoice is payable upon receipt 
Please emure prompt payment on or b4ore January 31, 2006 

to avoidpe11a/tyfees 

Bridge Street Services Limited 

Our ref 8ULNN8G9/1236 

LOM Securities (Cayman) Limited 
Buckingham Square, Penthouse 
P 0 Box 30997SMB 
West Bay Road, SMB 
Cayman Islands 

Sunshine Ltd 

Description 

Professional Fees 
2006 Corporate Administration Fee 

Marquee Place, Suite 300 
430 West Bay Road 

P 0 Box 30691 SMB 
Grand Cayman 

Cayman Islands, BWI 

INVOICE 

01/I l/2005 

USDsum 

2,500 00 

I Grand Total USD 2,500 00 j 

Inroice is payable upon receipt 
Please ensure prompt payment on or before January 31, 2006 

to avoid penalty.fees 
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###1 

IN THE SUPERIOR COURT OF THE STATE OF ARIZONA 
IN AND FOR THE COUNTY OF MARICOPA 

THOMAS & WONG GENERAL 
CONTRACTOR, INC., 

Plaintiffs, 

vs. CV No. 2005-051325 

BLUME LAW FIRM, et al.' 
Defendants. 

February 6, 2008 
Phoenix, Arizona 

BEFORE THE HONORABLE: ROBERT c. HOUSER, Judge 

REPORTER'S TRANSCRIPT OF PROCEEDINGS 
Jury Trial 

Lisa H. vitoff 
certified court Reporter 

CCR #50251 

A P P E A R A N C E S 

FOR THE PLAINTIFFS: 
MR. BRYAN F. MURPHY 
Attorney at Law 

FOR THE DEFENDANTS: 
MS. CLAIR AMBROSIO 
Attorney at Law 

P R 0 C E E D I N G S 

###2 

THE COURT: CV 2005-051325, Thomas and Wong contractors, 
Page 1 
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Incorporated v Jan Wallace. This is the time set for 
continuation of trial. The record will show the presence of 
counsel, the parties, and members of the jury. 

Good mornin~. You may proceed 
MR. MURPHY: Plaintiff calls Gary Blume. 
THE COURT: well, all right. we were in the midst of 

reading some deposition testimony, I think, when we recessed last 
night. Are you going to interrupt that deposition testimony to 
call Mr. Blume and return to that? 

MR. MURPHY: I would request we do so, since he's a live 
witness. 

###3 
THE COURT: All right, that's fine. Let's proceed. 

will you step forward and be sworn, please? 
GARY R. BLUME, 

having been duly sworn herein, took the stand and testified as 
follows: 

BY MR. 

1990s, 

while. 

DIRECT EXAMINATION 
MURPHY: 

Q Thank you, your Honor. 
Your full name, please? 

A Gary R. Blume. 
Q You're an attorney licensed in this state, sir? 
A Yes. 
Q You have represented Jan Wallace since the, oh, mid 

is that correct, in various matters? 
A I don't specifically recall. I worked for her for a 

Q sir, let me show you what has been marked for 
identification as Exhibit 42. Do you recognize this as invoices, 
the first dated March 14, 2003, the second dated May 12, 2003, 
the third dated June 17, 2003, regarding service related to, oh, 
the transaction with BDV Investments and Thomas and Wong? 

A I do recognize these. They are records that are 
kept in the ordinary course of my business. But they do not all 
relate to Thomas and Wong. 

###4 
Q Fair enough. But they are accurate recitations of 

the time billed on those matters? 

Honor. 

A Yes. 
MR. MURPHY: I would offer Exhibit 42 into evidence, your 

MS. AMBROSIA: I have no objection. 
THE COURT: 42 is admitted. 

BY MR. MURPHY: 
Q Sir, I'm going to go to the first page of this 

exhibit. There are time entries on your invoice of March 14, 
2003, as follows: March 6, 2003, Gary R. Blume, meeting with Jan 
and clients regarding drafting of promissory note, security 
a~reement and discussion, preparation for meeting with forms and 
discussion at meeting. Then March 8, 2003, Gary R. Blume, 
meeting with client. Both of those for two hours. 

Do you have a recollection of those meetings, sir? 
A Not specifically. 
Q Do you recall who was present in your offices on 

March 6, 2003, with regard to that meeting listed on the invoice? 
A March 6th? No, I don't. 
Q Do you recall who was present on March 8, 2003? 
A Not specifically. 
Q was Jan present -- pardon me, was Jan Wallace 

present at both meetings, to the best of your recollection? 
A I believe so. I'm just unsure of the dates. 

Page 2 
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A During the time of -- you asked me where I was 

during the 
Q 
A 
Q 

time of the wire transfer; is that right? 

Beardmore? 
A 

April, near 
Q 

Germany? 
A 
Q 

to Germany? 
A 

of April, I 

Yes. 
I was in -- I believe I was in Korea, not in Brunei. 
Do you know when you went to Germany with John 

I believe I left Korea about in the last week of 
the end of April. 

so you made the wire transfer before you went to 

I think so. 
so both wire transfers were made prior to you going 

I think there was three. One was in the beginning 
remember that. 
And I think there was two more after that. I have a 

record of 
Q 
A 

it, if you want me to take a look. 

Q 

Did you sue the Lake Bank? 
I did, yes. 
Is that lawsuit still going on? 

A 
heard there 
forward. 

I don't know what the status of it. The last I 
was technicality that was preventing it from going 

that statute 
I think. 

Q 
Lake Bank? 

A 
Q 
A 
Q 
A 

lawsuit, but 
Q 

wall ace? 

They recited some statute, and I don't know what 
##98 

really means. But right now it's not going forward. 

so you don't know if they've refiled against the 

I don't know. 
But you didn't get a judgment against them? 
No, I didn't. 
And you haven't --
It hasn't gone to court. I've been deposed in that 
it hasn't gone to trial yet. 
And again, what were your duties in regard to Jan 

A what does that mean? 
Q well, you testified that Jan Wallace had all these 

duties to you. she was the attorney, the --
A I was to supply the money, that's what I was there 

for, that's what I agreed to do. 
Q But that was not -- you, you were not providing the 

money to Jan Wallace, you were providing the money to BDV? 
A I think we've established that. 
Q How much money did you pay Jan Wallace? 
A I didn't pay her anything, but it looked like she 

paid herself a hell of a lot. 
Q what do you mean by that comment? 
A well, you know, there is 50,000 bucks that went to 

##99 
her, that I didn't know about, that I found out about later. 

Q 
wall ace? 

A 
spring of 

That's one of the reasons I filed this lawsuit. 
where does it show that the $50,000 went to Jan 

That was told to me by Billy cortegiano in the 
'OS. 

And I asked Jan Wallace about it. She said that 
had received $50,000. I was pretty upset about that. 

Q But you knew that Jan Wallace had a contract with 
BDV? 

A No, I didn't know she had a contract with BDV. 
Q But that's what you said in the Homeland security 
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report? 

A NO, it isn't. 
Q I discussed the loan with Jan Wallace and learned 

that the Lake Bank would be put into a public company shell that 
she owned and was listed on the stock exchange. 

A Yeah, there was some ~eneral conversation about 
that. I don't know at what stage it is. 

And there was about a two-minute conversation, I 
told her I wasn't interested in anything about that. 

Q In the public company, you weren't interested? 
A Yeah. 
MS. AMBROSIO: I have no further questions. 
THE COURT: Mr. Murphy. 

CROSS-EXAMINATION 
#100 

BY MR. MURPHY: 
Q sir, I want to clarify, there's a date at the top of 

this document, which is Exhibit 69, the submission that you made 
at the request of Homeland security of September 3. 

Is that when you created that document? 
A I created the document in February of '03. 
Q Let me go through some of the issues that were 

raised on examination. 
You were asked a question at Page 2 about I 

discussed the loan with Jan Wallace and that Lake Bank would be 
put into a public company. 

A Yeah. 

do that? 
Q Did she tell you she had an outstanding contract to 

A NO. 
Q Did she tell you that she was owed money by Lake 

Bank for that? 
A NO. 
Q And that's what you put there, is as much as you 

knew about it? 
A Yeah. That was a -- that conversation lasted about 

two seconds -- about two minutes. 
That's not what I do, public companies are not what 

I do. 
#101 

Q Now, March -- let me go to the next page of this 
document, I believe it's Page 3 of Exhibit 69. 

It starts March 6 '03: Jan Wallace, Ed Tarapaski, 
and John Beardmore meet at the law office of Gary Blume and draft 
and sign a promissory note attesting to the terms of our 
agreement. 

Now, that was what you worked from -- you were 
working from memory at the time? 

A Yeah. 
Q Do you believe that's an accurate statement, in 

every respect, as you look at it today? 
A No, it's not accurate. 
Q what is inaccurate about the statement? 
A The agreement was reached on the 6th of 

could you put it back, please? 
Q 
A 

were agreed 

I beg your pardon? 
The agreement, the terms of the promissory note, 

to on the 6th. 

was 
the 

going 
6th. 

Q 
A 

And that's when the drafting, as I understood it, 
to start, but it was signed on the 8th of March, not 

very well. 
Again, they told me not go into a lot of detail, 
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just to give it to them. 

Q sir, next page: Jan thought of most of this and I 
#102 

think she did a good job of protecting our interest. I really 
believe that she put our well-being ahead of any financial gain 
on her part. 

was that your feeling at the time you wrote this in 
February of 

A 
2005? 
Mostly it was. 

Q 
A 

what changed your mind about that, sir? 
The biggest thing was the detectives at Homeland 

security. 
Q 
A 

Describe why you say that. 
well, in the, in the first meeting they asked me if 
them any more specific information. I could give 
And I said, well, I'll try to. And -- but I said I 

think Jan Wallace could give you some pretty specific information 
as well. And so that, that meeting ended. 

And then I went to my second meeting with the 
detectives, and they said, "Well, I thought you told us that this 
Jan Wallace was going to provide us with a lot of information." 

They said, "We interviewed her and she was guarded, 
aggressive, and evasive." 

And so then they had me telephone her from their 
office and they put me on a tape recorder and they told me to ask 
her about the disbursements from this cane and Associates. 

so I dialed her number, her hand phone number, but 
she didn't answer the phone. 

#103 
Q was it Homeland security that first alerted you to 

the possibility that she might have not done things right? 
A Yeah. They really had some strong suspicions about 

her. 
Q NOW --
A There was other things besides that as well. 
Q Now, sir, there were some questions about Thomas and 

Wong, some suggestions that they were involved in some improper 
conduct. 

Did Homeland security investigate Thomas and Wong? 
A Yes, they investigated them. That was the first 

thing they did, is they said they were going to investigate us. 
I said that's fine. 

Then they asked me for permission to investigate my 
bank accounts. I said that's okay. 

And then they asked me for permission to investigate 
Thomas and Wong's bank accounts six months before this and six 
months after. 

And I told them I would have to phone Charlene Wong. 
And I did and they gave them permission. 

Q Did you hear anything further from the Homeland 
security about a problem with Thomas and Wong? 

A No, I did not. 
Q sir, I'm going to -- I believe Page 6, the statement 

that was put in front of you, all of the due diligence was 
#104 

complete except for the viewing of the gold. 
A Yes. 
Q Now, sir, at that time, had you investigated whether 

Jan Wallace had completed the due diligence? 
A well, I asked her on several occasions, yes. 
Q what had she told you? 
A she said she had. 
Q was that the basis of the information that you had 
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when you wrote this report to Homeland Security? 

A No. I found out other thin~s since then. 
Q subsequently. But at the time you send that to 

Homeland security, you were relying on the information that Jan 
Wallace had given to you? 

A I'm sorry, could you --
Q At the time you made this statement to Homeland 

security, you were operating on the information that had been 
given to you by Jan Wallace? 

A A lot of it. 
Q Did you subsequently investigate whether those 

conditions had been satisfied? 
A well, I found out other information, yeah. 
Q For instance, did you ever find a certificate of 

insurance in favor of Thomas and Wong? 
A No. 
Q Did you ever find a safekeeping receipt in favor of 

#105 
Thomas and Wong? 

A No. 
Q I'll rely on prior testimony to make sure that we 

move down the path. 
sir, there were some suggestions made that you 

drafted Exhibit 18, a promissory note of March 6, 2003 for 
$275,000. I'll put that up here. 

why did you hire Gary Blume, sir? 
A To look after doing the legal work. 
Q Did you do the legal work on this in any way? 
A Not likely. 
Q Did you draft that document, sir? 
A No, I did not draft that document. 
Q Do you have a clue who did? 
A I don't know, but I saw it for the first time at 

Blume's office, so maybe he did. 
Q sir, let's go to the Homeland security document, 

Exhibit 69. I'll go to the eighth page entry, under May 10, 
2003. 

I quote, "Time passed, and 
being held up in a Florida bank because 
million dollars and there was all kinds 

I was told the money was 
the total melt was 12 
of paperwork to be 

completed. 
I asked Jan why the money was in Florida. 
she said, 'That was how the deal was structured with 

#106 
the refinery and she was in direct contact with the bank and it 
would be released soon.' 

I told her we should not be concerned with the whole 
12 million dollars and just get our share released, which was 
only 1,875,000." 

Also it continues -- I won't complete that 
paragraph. 

Is th(lt th~ irrfqnmn:J91;:i ::ian walla::C:e gave you? 
k •, ·· :¥{~;!'~;. · :"thcrf'. _,$}';~11e·. ,J.:tif:P'f~matti o,!l .. $Jj:g ~:gave.i me6. 
Q !J!~i~hat whatt: ·yQ'wirepb'rted 't'd Home~ a:n·d security?.: . 
A .. ' .".'"'"'."!r~Y:~~ .• ~;· ,,J~ 9.on '.t kn . .o.w .. · w .. hY .. , t'1 .. ~·.Y JN,o.H 1~~.,.§ E:! •. n. g,. th~. 1119. n.~Y.;:.i.off sh9r:g,, __ gy~O'·-t'Hough r know she'.s'i;got bank accou'nts":"-"the•fe·: ·'~·r"have 

no~'idea''why~ 
Q Let me to go to Page 43 of your deposition. You 

were asked some questions about that. 
I'm going to try and squeeze this up a little bit. 

I think it's legible. 
Down at Line 18. 
And the answer was given, again, Jan was looking 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUSIP NUMBER 

Stock Holder 

ABERDEEN HOLDINGS LTD INC 

THE LOM GROUP 27 REID ST 

HAMIL TON. ON CANADA 

DENNIS ACKERMAN 

ROBERT F. ACKERSON 

60 KNOLLS CRESCENT AVE. 

BRONX, NY 10463·0000 

WILLIAM ADAM 

7584 BEL ARBOR TRL 

WEBSTER, NY 14580·9470 

VMRAG 

CIO DEUTSCHE BANC ALEX BR 1635 MARKET ST 
17TH FLOOR 

PHILADELPHIA, PA 19103 

DONALD R AHO 

1015 PINEWOOD OR 

PINECITY, NY 14571-0000 

BERNHARD AL TENDEITERfNG 

ORCHIDEANSTER 

NOADHORN, GERMANY 48529 

BABETIE ALTMAN 

4850 W INTER HAVEN WAY 

ROSEVILLE, CA 95747·8252 

DAVID AMMERMAN 
75 PENN EST 

EAST STROUDSBURG, PA 18301·9028 

LINDA C ANDERSON 

PACIFIC STOCK TRANSFER COMPANY 

l:
tive Stiare Holders 

Active Certifjcates 

Free Trading S1ock 

Restricled Stock 

Shares Outstanding 

565 

637 

5,926,598 

8,684,610 

14,611,208 

No· of Lost or Date 
Issued Cert No Shares Status Date Restr Stolen 

0812__212 __ 0_0_1 ___ 1_9_6'_0 ____ 33 A 08/2Z'2001 No 

33 Total CerUflcates Total Shares 

02125/1998 1345 No 
Total Shares Total Certificates 

02125/1998 1074 No 
Total Shares Total Certificates 1 

0212511998 1261 No 
Total Shares Total Certllica~ - - -

1 

1010412000 1899 1,240 R No 

Tota l Shares 1,240 T ot~I Certificates 1 

02125/1998 1260 No 

Total Shares Total Certificates 

11/03/1998 1508 5 R No 

Total Shares s Total Certifi cates 1 

02125/1998 1329 1 No 

Total Shares 1 Total Certiflcates 1 

0212511998 1089 No 

Total Shares Total Cert ificates 1 

12'20/2005 52 10 2,909 A 12120/2005 No 

Total Shares 2,909 Total Cenltlcates 1 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7 /13/2007 

CUSIP NUMBER 238528 103 
Date No of Lost or 

Stock Holder Issued Cen No Shares Status Dale Restr Stolen 

ARCH LTD. 0410312007 5309 573,847 No 

* THE LOM BUILDING 27 REID STREET Total Shares 573,847 Total Certificates 
~ 

1 

HAMIL TON. BERMUDA HM1 1 

PETER ARDITA 02125/1998 1214 No 

111 9 SAVOY DR Total Shares Total Certificates 1 

MEL VILLE, NY 11747-5281 

ARTIST HOUSE HOLDINGS INC 04/04/2006 5231 566,667 s 04/04/2006 No 

3F YUSHIN BLDG 3-27-1 i SHIBUYA Total Shares 566,667 Total Certificates 

SHIBUYA-KU. TOKYO JAPAN 

SYLVIA ASCHER 02125/1998 1057 No 
58 E 83RD ST APT 2-A Total Shares Total Certlrlcates 

NEW YORK, NY 10028·0000 

ASLAN DEVELOPMENT 12/01/2006 5276 3,333 R 12101/2006 No 

CIO DWYER SMITH LAW FIRM 8712 W. DODGE RD Total Shares · 3,333 Total Certificates 1 
#400 

OMAHA, NE 68114 

470842538 

ASLAN MORTGAGE 12/01/2006 5274 2,800 R 12/01/2006 No 

2242 SO. 156 CIR T otal Shares 2,000 total Certificates 1 

OMAHA, NE 68130 

911749681 

GENEVIEVE f. AUBRY 02/25/1998 1092 No 

i 6 EDGEWOOD RD Total Shares 1 Total Certificates 1 

PEEKSKILL, NV 10566-0000 

BANKHAUS H AUFHAEUSER 10/1211999 1661 41 No 

l<AT KAPITALBERATUNG TOELZERSTRASSE 23 10/12/1999 1662 41 No 

GENEVA, SWITZERLAND 82031 Total Shares 82 Total Certificates 2 

CHRISTINE AZZARELLO 05115/2006 5233 800 No 

& GREGORY AZZARELLO JTTEN Total Shares 800 Total Certificates 1 

339 SOUTH HOWARD 

PLAINFIELD, IL 60544 325443210 

GEORGE BALOGH 02125/1998 1140 1 No 

17 SOUTH DR Total Sha.ces 1 Total Certificates , 
GREAT NECK, NY 11021-0000 

PACIFIC STOCK TRANSFER COMPANY Page2 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUStP NUMBER 2.38528 103 

Stock Holder 

ANTHONY S. HARRISON 

2900 OAKHILL LN 

MOUNT DORA, FL 32757-9525 

TRACEY HARROW 

202-10-4242 

1 HERON TERRACE CAMDEN RD CARSHAL TON 
VILLAGE 

SURREY, UK SM5 2NS 

HELEN HARVARD 

4020 PRATI AVE. 

BRONX. NY 10466-0000 

WILLIAM M. HEALEY JR 

255 SOUNDVIEW AVE. 

WHITE PLAINS, NY 10606·0000 

FANNING M, HEARON, JR 

RUDOLF HEINZ 

NIEDENAU 82 

FRANKFURT AM, GERMANY 60325 

JOSEPH HEJNA 

254 PENNSYLVANIA ST. 

BUFFALO, NY 14201-0000 

HEPBURN HOLDINGS LTD 

THE LOM BUILDING 27 REID STREET 

HAMILTON, BERMUDA HM11 

FRAN HERRIDGE 

BOB HERRIDGE 

18 ORCHARD DR 

ARMONK. NY 10504-0000 

MARGERYH. HERRMANN 

2202 THEALL RD 

RYE, NY 10580-1423 

PACIFIC STOCK TRANSFER COMPANY 

70286516 

Date 
Issued 

No of Losl or 
Cert No Shares Slalus Oate Restr Slolen 

02/25/1998 1135 No - --- --
Total Shares Total Certificates 

11/16/1999 1727 5 
--------- ----

Tot a I Shares 5 Total Certificates 

02125/1998 1077 No 
Total Shares Total Certificates 

02/2511998 1107 No 

Total Shares Total Certificates 

02/25/1 998 1353 No 

Total Shares Total Certificates 

02103/2000 1817 100 R No 

Total Shares 100 Total Certificates 

02/25/1998 1250 No 

Total Sh.ares Total Certificates 

04/03/2007 5310 573,847 No - -
Total Shares 573,847 Total Certificates 1 

02/25/1998 1079 No 

Total Shares 1 Total Certificates 1 

02125/1998 1095 No 

Total Shares 1 Total Certificates 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/13/2007 

CUSIP NUMBER 238528 103 

Stock Holder 

STRATEGIC GROUP LTD 

SUITE 41/42 VICTORIA HOUS 26 MAIN STREET PO 
BOX 743 

COLLEEN SULLIVAN 

HENRY L SUMMERS 

1840 7TH AVE #SC 

NEW YORK, NY 1 0026-0000 

HERMAN SUNA 

75 NOBLE ST. 

LYNBROOK, NY 11563-0000 

HE LOM BUILDING 27 REID STREEli 

AMIL TON, BERMUDA HM [:V 

GEORGE M. SWEETMAN 

34 MORSEMERE PLACE 

YONKERS, NY 10701-0000 

ANDREW TABBAT 

2218 THEALL ROAD 

RYE, NY 10850 

GUS TAHMIN 

48 FIELDCREST RD. 

CRESTWOOD, NY 10707-0000 

MERCIAN I MAKOTO TAKEUCHI 

PETER P. TALLARINE 

2286 CUSTOM VLG CT 

BELLMORE, NY 11710-0000 

PACIFIC STOCK TRANSFER COMPANY 

Date 
Issued Cert No 

01 /04/2000 1 781 

Total Shares 

02/25/1 998 1343 

Total Shares 

02/25/1 998 1 056 

Total Shares 

02/25/1998 1360 

Total Shares 

02/25/1 998 11 08 

Total Shares 

02/25/1998 1122 

Total Shares 

02/25/1998 1113 

Total Shares 

0410712005 5126 

Total Shares 

02125/1 998 1203 

Total Shares 

No of Lost or 
Shares Status Date Restr Stolen 

461 No 

461 Total Certificates 

No 

Total Certificates 

No 

Total Certificates 

No 

Total Certificates 

0 

No 

Total Certificates 

No 

Total Certificates 

No 

Total Certificates 

10,000 s 04/07/2005 No 

10,000 Total Certificates 

No 

Total Certificates 
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DAVI SKIN 
Active Shareholder Report 
Common Stock as of 7/J 3/200? 

CUSIP NUMBER 238528 103 

Stock Holder 

TAKAHIRO TASHIO 

MICHAEL TEDESCO 

64 OLD TAPPAN RD. 

GLEN COVE, NY 11542-0000 

NORMAN L TESSIER 

ROAD 1 BOX 185 

SHAPON SPRINGS, NY 13459-0000 

THE CHLOE GROUP OF COMPANIES 

THE LOM BUILDING 27 REIO STREET 

HAMIL TON, BERMUDA HM11 

JULIUS THELMO 

62 LIVEOAK OR 

HOLBROOK, NY 11 741 ·0000 

A. THORSON 

551 MAIN ST. #W201 

NEW YORK, NY 10044-0000 

MICHAEL TJG.HE 

333 URIBE ST 

LAS VEGAS, NV 

DONALD A. TOY 

45 SUTTON PLACES APT 1414 

NEW YORK, NY 10022.-2444 

SARNA TRADING 

HOTTINGER STR 17 

ZURICH, SWITZERLAND CH·8032 

GEARY TRIGLETH 

2001 HEARTHSTONE DRIVE 

CARROLLTON, TX 75101 

PACIFIC STOCK TRANSFER COMPANY 

069-28-5497 

447560247 

Date 
Issued 

04/0712005 

Cert No 

5124 

Total Shares 

02/25/1998 1186 

Total Shares 

02/25/1998 1240 

Total Shares 

04/03/2007 5311 

Total Shares 

02/25/1998 1210 

Total Shares 

02/25/1998 1062 

Total Shares 

05/16/2005 5150 

08/15/2005 5163 

Total Shares 

02/25/1998 1051 

Total Shares 

10/12/1999 1698 

Total Shares 

08/03/2004 5047 

Total Shares 

No of Los\ or 
Shares Status Oare Resrr Stolen 

317,895 S 04/07/2005 No 

317,895 Total Certificates 

No 

Total Certi ficates 1 

No -
Total Cert ificates 1 

573,847 No 

573,647 Total Certificates , 

No 

Total Certificates 1 

No 

Total Certificates 

200 No 

300 R 08/15/2005 No 

500 Total Certllicates 2 

No 

Total Cenlflcates 

73 No 
73 Total Certificates 1 

125,000 R 08/03/2004 No 

125,000 Total Certificates 1 
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FILED 
>· "-

FARHAD NOVIAN, ESQ. (SBN 118129) 
EMILY S. LEVIN, ESQ. (SBN 232366) 

2 NOVIAN & NOVIAN, LLP 
Attorneys at Law 

3 1801 Century Park East. Suite 1201 
Los Angeles, California 90067 

4 Telephone: (310) 553-1222 
Facsimile: (310) 553-0222 

s 
Attorneys for Plaintiff 

6 PARRISH MEDLEY 

7 

LOS A ~GEi..BS SUPERIOR COURT 

APR 2 t 2006 

8 

9 

10 

SUPERIORCOURTOFTIIESTATEOFCALWORNIA 

FOR THE COUNTY OF LOS ANGELES 

11 PARRISHMEDLEY, an individual. 

l 
CASE NO.: BC351142 

12 Plaintiff, 
COJl..1PLAINT FOR: 

v. ~ 1. DEFAMATION PER SE 
13 

14 JAN WALLACE, an individual; and DOES l ) (Libel: private figure-private concern); 

15 

16 

17 

18 

19 

20 

21 

through 20, inclusive, ) 
) 
) Defendants. 

l 
~~~~~~~~~~~~~) 

2.DEF AMATION PER QUOD 
(Libel : private figure-private concern) 

3. INTENTIONAL INFLICTION OF 
EMOTIONAL DISTRESS; and 

4. NEGLIGENT INFLICTION OF 
EMOTIONAL DISTRESS. 

GENERAL ALLEGATIONS 

l. Plaintiff PARRISH MEDLEY, ("Medley" or "Plaintiff") is and was at all relevant 

22 times herein a resident of the County of Los Angeles, California and was the Chief Executive Officer 
. "~~~n 

"'~:J:>ITI,_. 

23 of Davi Skin, Inc. flea NW Medical. Inc. ("DA VP') from 2004, until his mutually agn$3mP3rE ~ 
~~~~~ 

24 departure from DA VI on March 16, 2006. Since his resignation, MEDLE~~·acfing as~ 
~mw· ~ w 

. •• C')u:.ir: W C'") 

0 25 

4 26 
/ 

consulting for DA VI. ::' ·• P ~ g ~ 
8~~~ 

Upon infonnation Davi is a Nevada corporation, whose principal a;tivityft ~ ~ 
CJ c::>,,., 
• ..r.. ~ 

2. 

develop a grape-based skin care product line. g ~ tg ~ 
~;' .... ~ 

2 27 .., 
l 
/ 28 
0 

3. Upon infonnation and belief, Defendant JAN WALLA CE ("Wallace'\gr~l 
l ... ~ 

0 :x 

Novfln No~eiiJ,P 
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I . 

., ... 

> 

1 ''Defendant") is and was at all relevant times herein, a resident of Paradise Valley, Arizona. 

2 4. Upon information and belief, WALLACE was a Director, President and Chief 

3 Executive Officer of MW Medical, Inc. ("MWMD") from December 1997 through her resignation 

4 October l, 1998, and was then re-appointed on July 9, 1999 until the time of her resignation. 

5 5. Upon infonnation and belief, on March 15, 2003, MWMD ex.ecuted a Promissory 

6 Note in favor of WALLA CE for the principal swn of two-hundred forty eight thousand, three 

7 hundred and twenty five U.S. dollars ($248,325.00) (the '•Note''). The principal plus 10% interest 

8 per annum was to become due June 15, 2003. 

9 6.' Upon information and belief, in June of 2004, for valuable consideration, 

10 WALLACE executed a notice of Partial Cancellation, electing to cancel a portion of the Note, 

11 leaving a balance owing of$200,000.00 plus any interest accrued from the date of issuance. 

12 7. Upon infonnation and belief, concurrent with the Notice of Partial Cancellation set 

13 forth in Paragraph 6 above, WALLACE executed a Loan Extension, agreeing to extend the maturity 

14 date of the $200,000 loan to December 3 J, 2005. 

15 8. Upon information and belief, on or about September 26, 2005, WALLA CE 

16 executed an Assignment of Promissory Note ("Assignment") assigning, conveying and transferring 

17 aH of her rights in the Note to the individual( s) identified in Schedule .A ("Assignee") .for valid 

18 consideration. 

19 9. Upon information and belief, on March 24, 2006, in anticipation of the 2005 year 

20 end audit, DAVI, in conjunction with the accoW1ting firm of Child, Van Wagner & Bradshaw PLLC, 

21 contacted WALLACE regarding the outstanding Note, because, as of that time, DA VI had not yet 

22 recorded the Assigrunent. 

23 10. Upon infonnation and belief, WALLA CE wrote the following statement, by hand, 

24 on the March 24, 2006 letter from Davi: "I state clearly, in the 2 and half years I have known Parish 

U 25 [sic], l fmd him to be a liar, a cheat, self-serving and of low moral character." (See Exhibit "A"). 

4 26 11 . Upon infonnation and belief, on April 13, 2006, at approximately 5:10 p.m., 

~ 27 c... 

~ 28 
! 
0 

WALLACE transmitted, via facsimile, the March 24, 2006 letter, containing her hand written 

statement that, "in the 2 and half years I have known Parish [sic], [find him to be a liar, a cheat, self-
2 

Novian No>i...,.tP 
AnomcY$ at La"-' COMPLAINT 
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1 serving and oflow moral character," to Child, Van Wagner & Bradshaw & Company. Upon 

2 information and belief, WALLACE requested that Child, Van Wagner & Bradshaw & Company 

3 share her comments with DA VI management. 

4 12. Upon infonnation and belief, Child, Van Wagner & Bradshaw & Company then 

S telephoned and faxed DAVI's Chief Financial Officer, Margaret Robley, and DA Vi's Book.keeper, 

6 Staci Robley, and relayed WALLACE' S handwritten notes wherein she stated: "I state clearly, in 

7 the 2 and half years I have known Parish [sic], I find him to be a liar, a cheat, self~serving and oflow 

8 moral character." 

9 13. Upon infonnation and belief, Margaret Robley then telephoned MEDLEY to inform 

l 0 him of the statement and faxed him a copy of WALLA CE' s statement. 

11 

12 

13 

14 14. 

FIRST CAUSE OF ACTION 

Defamation Per Se 

(Libel: private figure-private concern) 

Plaintiff repeats, realleges and hereby incorporates paragraphs 1 through 13, 

15 inclusive above, as if fully set forth herein. 

16 15. Plaintiff is infonned and believes, and thereon claims and alleges that defendant 

17 hanned Plaintiff by making the following statement: "I state clearly, in the 2 and half years I have 

18 known Parish [sic], find him to be a liar, a cheat, self-serving and of low moral character." 

19 16. The statements were made in writing, and transmitted via facsimile, to Davi's 

20 Account.ant, Child, Van Wagner & Bradshaw & Company, thereby constituting libel. 

21 17. Child, Van Wagner & Bradshaw & Company relayed the defamatory and libelous 

22 statements to Davi's current CFO, Margaret Robley, and BookK.eeper, Staci Robley, via telephone 

23 and' by tnirismitting same in writing. 

24 

g 25 

4 26 
J 

18. Child, Van Wagner & Bradshaw & Company and Robley reasonably understood 

that the statements were about Parrish Medley, as the statement specifically identified plaintiff (i.e. 

defamation/libel per se). 
/ 
2 ·27 
1 
/ 28 
0 

19. Child, Van Wagner & Bradshaw & Company and Robley reasonably understood the 

statements to mean that plaintiff had committed an illegal act, specifically with respect to the Note. 
3 

Novian N<>vianJ.i.,i> 
f\C1omcy•a11.ow· COMPLAINT 
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l 20. Upon infonnation and belief, defendant failed to use reasonable care to determine 

2 the truth or falsity of the statement. 

3 21. Plaintiff is entitled to recovery against Defendant as the wrongful conduct was a 

4 substantial factor in causing the following actual damages to plaintiff: (a) harm to plaintiff's 

5 property, business, trade, profession and occupation; (b) expenses plaintiff has paid as a result of the 

6 defamatory statements; (c) harm to plaintiffs reputationand(d) shame, mortification, and hurt 

7 feelings. 

8 22. Due to defendant's conduct, Plaintiff bas suffered mental distress, mental suffering, 

9 and mental anguish,. including, but not limited to highly unpleasant mental reactions, embanassment, 

10 anger, and worry. 

11 23. Plain tiff is informed and believes and thereon alleges that such reckless, willful, 

12 intentional, outrageous, conduct, acts, errors and omissions were conducted by Defendant with 

13 malice, and entitle Plaintiff to punitive and exemplary damages in an mount to be submitted 

14 according to proof. 

15 24. That Plaintiff requests and prays for damages, including compensatory, actual, 

16 special, general, emotional distress and all other damages in an amount according to proof. 

17 

18 

19 

20 26. 

SECOND CAUSE OF ACTION 

Defamation Per Quod 

(Libel: private figure- private concern) 

Plaintiff repeats, realleges and hereby incorporates paragraphs 1 through 13 and 15 

21 through 24, inclusive above, as if fully set forth herein. 

22 27. Plaintiff is informed and believes, and thereon claims and alleges that defendant 

23 harmed Plaintiff by making the following statement: "I state clearly, in the 2 and half years I have 

24 known Parish [sic]. find him to be a liar, a cheat, self-serving and of low moral character." 

0 25 

4 26 
I 

28. The statements were made in writing and transmitted via facsimile to Davi's 

Accowitant, Child, Van Wagner & Bradshaw & Company, thereby constituting libel. 

2 27 
1 
i 28 
0 

Novi1.11. Novian.!hP 
Anomcy• al Law 

29. Child, Van Wagner & Bradshaw & Company then relayed the libelous statements to 

Davi's current CFO, Margaret Robley, and Bookkeeper Staci Robley, via telephone and by 
4 
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1 transmitting same in writing: 

2 30. Child, Van Wagner & Bradshaw & Company and Robley reasonably understood 

3 that the statements were about Plaintiff (i.e. defamation/libel per quod). 

4 31. Because of the facts and circumstances known to the listeners and readers of the 

5 statements, they tended to injure Plaintiff in his occupation a, expose him to contempt and criticism, 

6 and to discourage others from associating or dealing ~th him in a business capacity. 

7 32. Defendant failed to use reasonable care to determine the truth or falsity of the 

8 statement. 

9 33. Plaintiff suffered hann to his property, business, profession, occupation, including 

. 10 money spent as a result of the statements. 

11 

12 

34. 

35. 

The statements were a substantial factor in causing Plaintiff's harm. 

Plaintiff is entitled to recovery against Defendant as the wrongful conduct was a 

13 substantial factor in causing the following actual damages to plaintiff: (a) harm to plaintiff's 

14 property, business, trade, profession and occupation; (b) expenses plaintiff has paid as a resuit of the 

15 defamatory statements; ( c) harm to plaintiff's reputation and ( d) shame, mortification, and hurt 

16 feelings . 

17 . 36. Due to defendant's conduct, Plaintiff has suffered mental distress, mental suffering, 

18 and mental anguish, including, but not limited to highly unpleasant mental reactions, embarrassment, 

19 anger, and worry. 

20 37. Plaintiff is infonned and believes and thereon alleges that such reckless, willful, 

21 intentional, outrageous, conduct, acts, errors and omissions were conducted by Defendant with 

22 malice, and entitle Plaintiff to punitive and exemplary damages in an mount to be submitted 

23 according to proof. 

24 

3 25 

4 26 ; 

38. Plaintiff requests and prays for damages, including compensatory, actual, 

special, general, emotional distress and all other damages in an amowit according to proof. 

THIRD CAUSE OF ACTION 
I 

2 27 
1 
/ 28 
0 

(Intentional Infliction of Emotion al Distress) 

39. Plaintiff re-alleges the allegations contained in paragraphs 1 through 13, 15 
5 
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1 through 24 and 26 through 38, inclusive, and incorporate them by this reference as though set forth 

2 in full. 

3 

4 

40. 

41. 

Defendant's conduct towards Plaintiff as described herein was outrageQus. 

Defendant intended to cause Plaintiff emotional distress or acted with reckless 

5 disregard of the probability that Plaintiff would suffer emotional distress. 

6 

7 

42. 

43. 

Plaintiff suffered severe emotional distress. 

Defendant' s conduct as described herein was a substantiar factor in causing 

8 Plaintiff's severe emotional distress. 

9 44. Plaintiff is informed and believes and thereon alleges that such reckless, willful, 

10 intentional, outrageous, conduct, acts, errors and omissions were conducted by Defendant with 

11 malice, and entitle Plaintiff to punitive and exemplary damages in an mount to be submitted 

12 according to proof. 

13 

14 

15 45. 

FOURTH CAUSE OF ACTION 

Negligent Infliction of Emotional Distress 

Plaintiff re-aJleges the allegations contained in paragraphs 1 through 13, 15 through 

16 24, 26 through 38 and 42 through 43 inclusive, and incorporate them by this reference as though set 

17 forth in full. 

18 

19 

46. 

47. 

Def end ant was negligent towards Plaintiff as described herein. 

Defendant owed a·duty not to injure or defame Plaintiff and not ~use him 

20 emotional distress. 

21 

22 

48. 

49. 

Defendant breached that duty towards Plaintiff by defaming him and injuring him. 

Plaintiff suffered serious emotional distress, such distress that an ordinary, 

23 reasonable person would be unab]e to cope with. 

24 

B 2s 

4 26 
I 

so. Defendant's negligence was a substantial factor in causing Plaintiff's serious 

emotional distress. 

51. Due to Defendant's conduct, Plaintiff has suffered mental distress, mental suffering 

2 27 
1 
/ 28 
IJ 

and mental anguish including, but not limited to highly unpleasant mental reactions, embarrassment, 

anger and worry. 
6 
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,. 

52. Plaintiff prays and requests damages for emotional distress in an amount according 

2 toproof. 

3 WHEREFORE, Plaintiff prays for judgment against defendant as follows: 

4 

s 
6 

1. 

2. 

3. 

For Judgment in favor of Plaintiff in am amowrt according to proof; 

For the sum of$1,000,000.00, as compensatory, special, general and other damages; 

For exemplary/punitive damages (except for the fourth cause of action) in an 

7 amount according to proof; · 

8 4. If Plaintiff fails to prove any actual damages but proves by clear and convincing 

9 evidence that defendant knew the statement was false or had serious doubts about the truth of the 

10 statement, then nominal damages are requested based upon the legal presumption of harm to 

11 reputation on a per quod cause, and if plaintiff simply proves the necessary elements under a per se 

12 cause, then nominal damages are automatic a there is an assumed harm to reputation. 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

5. For costs of suit herein incurred. 

NOVIAN & NOVIAN, L 
Attorneys At Law 

0 25 

4 26 
/ 
? 27 
I 
/ 28 
0 7 
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1 Alan S. Gutman, SBN 128514 
Matthew E. Hess SBN 214732 

2 LAW OFFICES OF ALAN S. GUTMAN 
9401 Wilshire Boulevard>-> Suite 575 · 

3 Beverly Hills,,, CA 90212-£918 
TeleP.hone: .:>10-385-0700 

4 Facsimile: 310-385-0710 

r 
l"l 
0 

5 Attorneys for Plaintiff DAVID KAGEL and 
Plaintiff and Counter-Defendant 

6 PARRISH MEDLEY 

7 

8 

9 

10 

11. 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

UNITED STATES DISTRICT COURT 

CENTRAL DISTRICT OF CALIFORNIA 

DAVID KAGEL, 

Plaintiff, 

vs. 

JAN WALLACE, 

Defendant. 

AND RELATED COUNTER-
CLAIM. 

PARRISH MEDLEY, 

Plaintiff, 

VS. 

JAN WALLACE, 

Defendant. 
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1 DECLARATION OF PARRISH MEDLEY 

2 I, Parrish Medley, declare as follows: 

3 1. I am over the age of 18 and one of the parties to this acHon. 

4 make this declaration in support of Plaintiffs' Opposition to Defendant 

5 Wallace's Motion for Summary Judgment. I have personal knowledge of the 

6 facts herein and, if called as a witness, can and will testify competently 

7 thereto. 

8 2. In early 2004, Carlo Mondavi approached me and asked me to 

g assist him with starting a new skin care company. Carlo was aware that I had 

10 founded a company called Palm Beach Tan, Inc., and that I had built Palm 

11 Beach Tan from the ground up; I began as a sole proprietor, opened~he first 

12 store, and grew the company from a single store into a highly successful 

13 chain of 11 stores, using my own money, until I sold the business to a gr-oup 

14 of private investors. Carlo, age 25, and his friend Josh L~vine, age 24, 

15 wanted to start their own company, Davi Skin. They were aware that I had 

16 experience in founding a new company, building a brand, assembling a 

17 management team, marketing, and the like, and asked me to guide them 

1 s through the process of starting Davi Skin. 

19 3. In early 2004, I was appointed CEO of Davi Skin, Inc. M:y 

20 responsibilities were to raise money for the company, recruit the proper 

21 management, and build the financial, produ_ction, and marketing infrastructure 

22 of the company. I decided that the first task would be easier 1f the company 

23 were registered with the Securities and Exchange Commission. 

24 Davi Skin's Purchase of MW Medical. Inc. 

25 4. I investigated the possibility of having Davi Skin make an initial 

26 public offering, but I did .not think this was possible as the company did not yet 

21 have any earnings or any products. I discussed this situation with Kyleen 

28 Cane, an attorney in Las Vegas, Nevada, who I had met, and she suggested 
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1 that Davi Skin would be a good candidate for a rev.erse merger. 

2 5. Kyle~n Cane told me that she represented a company called MW 

3 Medical, inc., which was for sale. She said that she would speak to MW 

4 Medical's president, Jan Wallace, on my behalf. While I became aware that 

5 Ms. Cane had represented at least one company with which Ms. Wallace was 

6 involved, Ms. Cane never informed me of her intimate, years-long business 

7 and professional relationship with Ms. Wallace. Nor did she inform me that 

s for several years she had served as President of one of the penny stock shell 

9 companies controlled by Ms. Wallace. 

10 6. Ms. Cane informed me I could purchase MW Medical for 

11 $250,000, plus $50,000 in past due legal fees the company owed to Ms. 

12 Cane's firm. In return, I would receive a ·controlling interest in the company 

13 - approximately 90% of its outstanding stock- and all outstandi_ng Promissory 

. 14 Notes . . 

15 7. I asked Ms. Cane to tell Ms. Wallace that this proposal was 

16 agreeable to me, and Ms. Wallace flew to Los Angeles to meet with me, 

17 whereupon we finalized the terms. 

18 8. Before I purchased MW Medical, 1 reviewed the company's public 

19 filings and financial statements to ensure that it was indeed an inactive shell 

20 company; I· did not want Davi Skin to inadvertently acquire a corporation 

21 saddled with debts or one that had lawsuits pending against it. My review of 

22 the financial statements quickly revealed that MW Medical had emerged from 

23 bankruptcy in 2002 and had not transacted any business at all since then. 

24 9. The financial statements stated that MW Medical was "indebted" 

25 to Ms. Wallace and had issued her a Promissory Note which had a principal 

26 amount totaling approximately $570,000 as of December 31, 2003. The 

27 Promissory Note was convertible into the common stock of the company. Ms. 

28 Cane informed me that Ms. Wallace would use this Note to effectuate the sale 
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1 and merger; she would first convert as much of the Note as was needed to 

2 give her 90% of the Company's common stock. She would then c,onvey the 

3 common stock, and whatever portion of the Note which had not been 

4 converted, to me at the close of the transaction. 

5 Ms. Wallace and I Enter Into the Stock Purchase and 

6 Note Assignment Agreement 

7 10. Accordingly, on March 15, 2004, I entered into a "Stock Purchase 

8 and Note Assignment Agreement" with Jan Wallace, Grace Sim, and MW 

9 Medical, Inc. (emphasis added.) A true and correct copy of the Stock 

10 Purchase and Note Assignment Agreement is attached hereto as Exhibit 2.1 

11 The document was prepared by Kyleen Cane. 

12 11. Paragraph 1.2(c) of the Stock Purchase and Note Assignment 

13 Agreement requires Wallace and Sim to "deposit their shares and an 

14 ·assignment of debt" Into an attorney escrow account. (emphasis added.) 

15 12. Pursuant to Paragraph 1.2(c)'s requirement that Wallace and 

16 Sims execute an UAssignment of Debt," Wallace and Sim executed two 

17 Assignments, true and correct copies of which are attached hereto as Exhibits 

18 8 and 9. ·Wallace's Assi§nment-states in pertiner:it .part 

19 "For value received, the undersigned note hqlder, hereby assigns, 

20 conveys, and transfers all of her right, title, and interest in the 

21 attached Promissory Notes issued by MW Medical, lnc .... to 

22 Parrish Medley or his assigns." 

23 13. Wallace and Sim delivered these Assignments to me on the day 

24 of closing or shortly thereafter. Once I received the Assignments, I 

25 believed the matter to be closed. Wallace and Sim no longer had any 
26 

· 27 1 For the convenience of the Court, the Exhibits attached to the 

28 
instant Declaratlon use the same numbering system as the corresponding 
exhibits in the parties' Joint List of Exhibits. 
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1 interest in MW Medical or .Davi Skin. 

2 14. The written Stock Purchase and Note Assignment Agreement 

3 contains all of the material terms of the agreement between myself and Ms. 

4 Wallace. 

5 15. When I exe.cuted the Stock Purchase and Note Assignment 

6 Agreement, my intention - as evidenced by the agreement - was that Ms. 

7 Wallace would convey her entire interest in MW Medical to me. At the close 

8 of the transaction, she would no1 retain any interest in the company-whether 

g debt or equity-whatsoever. In colloquial terms, Wallace was required to sell 

1 o MW Medical to me lock, stock. and barrel. Wallace was not "investing" in 

11 Davi Skin by merging it with MW Medical, she was selling MW Medical to me. 

12 I would not have entered into the transaction on any other terms. 

13 16. I did not expect to have any dealings Ms. Wallace after the 

14 closing, but I did expect her to execute any additional paperwork necessary 

1 s to effectuate the sale and merger. 

1 s The Alleged Oral Agreement With M~. Wallace 

17 17. In her Declaration in support of her Motion for Summary 

1 s Judgment, Ms. Wallace has stated that on the day of closing, I entered into 

19 · a second, separate, oral agreement with her. According to Ms. Wallace, the 

20 oral agreement provided that she would assign one of her MW Medical, .Inc. 

21 Promissory Notes to me on the condition that I pay her the fuU face value of 

22 the Note upon reassigning it to another. This statement is false. I never 

23 entered into any such agreement with Ms. Wallace. at the closing or 

24 anyW'here else. 

25 The Assignment 

26 18. At first, I intended to cancel the Notes once I received them from 

27 Ms. Wallace and Ms. Sim so that Davi Skin would begin its tenur€ as a public 

28 company without any outstanding debt obligations. However, when Ms. Cane 
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1 said that Ms. Wallace would be conveying a convertible Note to me, I decided 

2 not to cancel it. A convertible note can be redeemed for either cash or 

3 common stock. Ms. Cane explained that convertible notes can be useful to 

4 a company because they afford the company great flexibility and allow the 

5 holder of the note the option of either participating in the "upside" of a 

6 company - via the conversion feature - or the repayment of the principal in 

7 a set dollar amount. 

e 19. . Accordingly, I asked that the transaction be structured such that 

9 after Ms. Wallace converted as much of the Note into MW Medical common 

1 o stock as was necessary to effectuate the merger, she woul.d then reduce the 

11 outstanding principal balance of the Note to $200,000, an amount I chose 

12 because it converted into an even number of shares of company stock. Ms . 

. 13 Wallace would then assign the Note to me at the close of the transaction. I 

14 never intended to retain the Note for my own benefit, but instead intended to 

15 use for the company's benefit. Accordingly, I asked that the Note be assigned 

16 to "Parrish Medley or his assigns," so that I could use it for the benefit of the 

17 company if the appropriate situation presented itself. 

l8 · -- - ·· · 20. · -At the-closing;--Ms:-€-ane-advisedffie-that-in order to effectuate the 

19 reverse merger of MW.Medical into Davi Skin, Ms. Wallace would convert a 

20 portion of the Note into MW Medical ·common stock. Ms. Cane told me that I 

21 should then execute a new Promissory Note, payable to Ms. Wallace, in the 

22 principal amount which remained outstanding after the conversion. Ms. 

23 Wallace would then reduce the principal balanC€ of the Promissory Note to 

24 $200,000. Finally, Ms. Wallace would assign the Note to me. Ms. Cane told 

25 me that these steps were necessary to effectuate. the stock split, reverse 

26 merger, a~d sale (as described in the Stock Purchase and Note Assignment 

27 Agreement), and I relied on Ms. Cane's advice and followed her instructions. 

28 True and correct copies of the original Note, and the new Note in the reduced 
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1 principal amount, are attached hereto as Exhibits 3 and 5. 

2 Kyleen Cane Becomes Davi Skin's General Counsel 

3 21. After the Stock Purchase and Note Assignment Agreement 

4 closed, I asked Kyleen Cane to become the general counsel to Davi Skin. 

5 Davi Skin needed an experienced securities lawyer, so I asked Ms. Cane to 

6 represent the company, and she agreed. 

7 22. My knowledge of the securities laws is very limited. I worked as 

8 a stockbroker for a few years upon my graduation from college, but that was · 

9 almost 20 years ago, and even then I only had a· perfunctory working 

1 o knowledge of the laws specifically applicable to brokers. I have never served 

11 as an officer or. director of a public company and I know almost nothing about 

12 the laws applicable to individuals serving in those positions. Therefore l relied 

13 on Ms. Cane to inform me - and Davi Skin - of all applicable laws and 

14 regulations. · · -· .... - __ . . _ . 

15 · 23. Ms. Cane prepared all of Davi Skin's securities filings and gave 

16 them to me to sign. I relied on her advice and assurances that the filings 

17 were correct. All of the filings disclosed the $200,000 Note on the balance 

-1 e ·sheet;-so investors· we re always aware-that the-oompany-owed this-e13!igation. 

19 I once asked Ms. Cane whether the filings should be amended to also state 

20 the fact that the Note had been assigned to "Parrish Medley or his 

21 designates." She said that would be fine, but it was unnecessary as I did not 

22 intend to personally benefit from the Note. She told me that since Ms. 

23 Wallace had already agreed to execute a new Assignment (see Paragraph 25 

24 infra), it would be easier to simply amend the company's filings once the 

25 Assignment was executed to state the name of the new assignee.. I followed 

26 Ms. Cane's advice. If she had told me that the filings needed to be amended 

21 to state my name as the holder of the Assignment, I would have followed that 

28 advice as well. 
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1 Ms. Cane Informs Me that the Assignment Should Be Modified 

2 · 24. . A few months after the Stock Purchase and Note Assignment 

3 Agreement was signed, in the late summer or fall of 2004, I told Ms. Cane that 

4 J wanted to ass_ign the Note to David Kagel to compensate him for services 

5 to the company. Ms. Cane informed me that the Assignment might make the 

6 Note subject to restrictions on trading if the assignee were to convert the Note 

7 into common stock or present it for payment. 

e 25. As was stated above, the assignment was to "Parrish Medley or 

9 his designates." I neyer intended to keep the Assignment for myself, but 

1 o instead intended "to give it to Mr. Kagel. I certainly did not regard myself as 

11 the beneficiary of the Assignment. If I had been unable to give it to Mr. Kagel 

12 or had otherwise been unable to use it for the benefit of the company, I ~ould 

13 have cancelled the Note. 

14 26. rn general, restrictions- are imposed. on the company debt and 

1 s equity obligations to corporate insiders, such as the CEO of the company. 

16 These individuals are required to hold their debt and equity obligations and 

17 refrain from tradin_g them for a set period for time after issuance, generally two 

18 years. The-restriction follows ·-the ·debt-and equlty-Gbligations 1 and anyone 

t9 receiving them from the corporate insider becomes subject to the restriction. 

20 This prevents the corporate insider from circumventing the holding period by 

21 conveying his or her stock to a relative, for example. Because the 

22 Assignment was to "Parrish Medley or his designates·," the Note it assigned 

23 · might be deemed restricted. The investor who received the Assignment might 

24 be unable to freely negotiate the Note thereafter. 

25 27. Ms. Cane recommended that Ms. Wallace execute a new 

26 Assignment, in blank, i.e. an assignment to "the individuals on Schedule A," 

27 and not "Parrish Medley or his designates." She said that this_ was not strictly 

28 necessary, as she believed that the Assignment was all right 1n 1ts present 
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1 form. However, she said that the best and most ~fficient course of action was 

2 simply to execute a new Assignment. She said that Ms. Wallace was required 

3 to perform such "cleanup work" under the terms of the Stock Purchase and 

4 Note Assignment A_greement. 

5 28. Almostimmediatelythereafter, I contacted Ms. Wallace and asked 

6 her to execute a new Assignment. She agreed, but demanded 1 O 000 shares 
. ' 

7 of company stock in return for doing so. I was shocked by her demand. She 

8 had agreed to execute any paperwork necessary to effectuate the Stock 

9 Purchase and Note Assignment Agreement, and she was breaching her 

10 promise. Second, I was shockec;J that Ms. Wallace would try to take 

11 advant~ge of Davi Skin in this way. At first I had no intention of giving her 

12 anything. I reflected on the matter further and realized that the only way I 

13 could compel Ms. Wallace to hon~::>rthe Stock Purchase and Note Assignment 

14 Agreement was to sue her. That would .cause Davi Skin to incur attorneys' 

15 fees and might take many months, if not years, to resolve. Although I deeply 

16 resented Ms. Wallace's demand, I decided that the most expeditious thing to 

17 do was give her 10,000 shares of my own stock. I had over 1,000',000 shares 

-- ·1 a- -of Da\li Skin stockatthe t1me·,-so·my-pr-eposaHe·coHvey-1-G-,DOO -shares -to-Ms. 

19 Wallace did not sub~tantially decrease the amount of my holdings. Ms. 

20 Wallace then said she would execute the new Assignment, and said that she 

21 would get Kyleen Cane to draw up all the necessary paperwork. 

22 29. Ms. Wallace never executed the new Assignment. I intended to 

23 transfer the 10,000 shares of stock at the same time that she executed the 

24 new Assignment, but Wallace never executed anything so I never transferred 

2s the shares. In the months that followed I periodically asked Kyleen Cane to 

26 remind Ms. Wallace of her promise to execute the new Assignment, but Ms. 

27 Wallace never executed it. 

28 30. Sometime after Ms. Wallace and I discussed the need to execute 
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1 a new Assignment, Kyleen Cane reminded me that the Note was due on 

2 December 31, 2004. Ms. Cane said she had asked Ms. Wallace to extend the 

3 due date of the Note until we could resolve the issue of the Assignm~nt, 

4 which Ms. Wallace did. 

5 Ms. W.allace Executes The Assignment in Blank 

6 31. In or about August, 2005, the Note was about to mature again ; it 

· 7 was due on December 31, 2005. I was also tired of waiting for Ms. Wallace, 

8 who still had not executed the new Assignment, and decided to resolve the 

9 is~ue of the A~signment once and for all. Although Ms. Wallace had 

10 promised to coordinate everything with Kyleen Cane, she had not done so. 

11 Therefore, I directed Ms. Cane to draft the revised Assignment, and asked her 

12 to tell Ms. Wallace that she needed to finally execute it. Ms. Cane informed 

13 me that Ms. Wallace would be more likely to do this if I gave her the 10,000 

14 -shares of stock firstT so I asked Ms. Cane to issue it to her. A true. and correct 

15 copy of the August 2, 2005 email from me to Kyleen Cane directing her to 

16 issue 10,000 restricted shares to Ms. Wallace is attached hereto as Exhibit 

17 42. 

- - -rn· -- -3.2. A few-days-later Ms. -W·allace-o~aimed-that. 1 .. t:iad-agr-eed--to. give 

19 her 10,000 shares of unrestricted company sto9.k instead of 10,000 of my own 

20 restricted shares. This statement was false. I never agreed to this, as I had 

21 . no unre~tricted stock to give, and had no reason to direct the company to 

22 issue it. I refused to give her any restricted stock. A few days. later, she 

23 dropped her request for 10,000 unrestricted shares and said she would 

24 accept $10,000 in cash instead. 

25 33. When Ms. Wallace made this demand , my relationship with Carlo 

25 Mondavi and Josh Levine, the other principals of Davi Skin, was very strained. 

27 Shortly thereaft.er, I resigned from the company. At the time, however, I 

28 thought I still might continue my relationship with Davi Skln . The last thing I 
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1 needed at this delicate time was a contretemps over the Assignment and the 

2 due date of the Note. Therefore, I agreed to give Ms. Wallace the $10,000. 

3 34. Ms. Wallace told me that she was going to be in Newport Beach, 

4 California, and suggested that we meet at a Carl's Jr. across the street from 

5 the office where she would be transacting business. I met her there, paid Ms. 

6 Wallace the $10,000 from my own _funds - in cash, as she had specified -

7 and Ms. Wallace executed the new Assignment in blank. A true and correct 

e . copy of the Assignment is attached hereto as Exhibit 18. 

g 35. Soon thereafter, Ms. Wallace gave Ms. Cane one or more (f 
·. 

10 cannot remember whether it was one or two) extensions of the Note. This 

11 was because the new Assignment was in blank, i.e. it was issued to the 

12 "individuals identified on Schedule A." Schedule A was to be cre.ated later, 

13 when the Assignment was given to its recipient. In the meantime, however,. 

14 the Note might come due, and because Schedule A had not yet been filled in, 

1 s there was technically no one with the authority to extend the due date. 

16 Therefore, Ms. Wallace one or more extensions as well to simplify matters. 

17 I Give the Assignment to David Kagel 

18 36. Ever since I became CEO of Davi Skin, David Kagel provided the 

··19 company and me with invaluable advice. For example, in 2004 he introduced 

20 Davi Skin to David Horner, a legendary cosmetics industry executive who 

21 helped launch Giorgio perfume. David Horner has been retained by several 

22 companies, as well as several celebrities, to assist with the creation and 

23 development of fragrances and skin care products. In particular, Mr. Horner 

24 has worked with HeITTles, Unilever, Procter & Gamble, Tiger Woods, and 

25 Prince Albert of Monaco.· David Kagel arranged the introduction of David 

26 Horner to Carlo Mondavi and Josh Levine. Carlo, Josh and I had several 

27 meetings with Mr. Horner in both Los Angeles and New York. I wanted Mr. 

28 Homer to become the new CEO of Davi Skin (I always intended to serve as 
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1 the company's interim CEO, as my particular expertise was not in the 

2 cosmetics industry) but Carlo and Josh decided that they could not work with 

3 him. 

4 37. David Kagel also introduced me to Pamela Friedman (an 

5 acquaintance of David Homer's), a former merchandising and product 

6 ·development executive at Crabtree & Evelyn, the perfume and skincare 

7 products company, and Victoria's Secret. In addition to this, David Kagel 

8 provided me with a great deal of counsel and other advice and, I believed, 

9 would have continued to be an invaluable asset in the future. Therefore, I 

10 decided to assign the Note to him. As early as 2004, l told Carlo that I was 

11 assigning the Note to Mr. Kagel. 

12 38. After receiving the new Assignment in blank from Ms. Wallace, I 

13 gave it to David Kagel. 

14 · ·-· .J Resign as .CEO of Davi Skin -

15 39. By December, 2005, my relationship with · Davi Skin proved 

16 irreparable. I had a different vision for the future of.the company than the 

17 other principals. Fin~lly, in late 2005 the company hired Joseph Spellman to 

· ·ra· assume the role-of-GEG,-and the-€ompaR-y-and l·-Regotiated-a-separation 

19 agreement. ._ 

20 Ms. Wallace Threatens to Write a "Five~Page Letter. 11 

21 40. Shortly thereafter, in March, 2006, Ms. Wallace telephoned me 

22 again and asked for another meeting at the Carl's Jr. In Newport Beach . She 

23 said that she had received a Jetter from Davi Skin's auditors inquiring about 

24 lhe status of the Note. She offered to "split" the proceeds of the Note with 

25 me. I told her that the note had never been mine to "split,'' and that in any 

26 case I had assigned the Note to David Kagel. She asked me to "think about" 

27 her proposal, and said that if I did not agree to her proposal she would write 

28 a ufive-page letter'' to Davi Skin's auditors. I told her that there was nothing 
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1 to think about and left the meeting. As I was driving home, Ms. Wallace 

2 called me on my car phone and .asked me to "sleep on" her proposal and call 

3 her in the morning. I never-returned her call. 

_4 Ms. Wallace's Allegations 

5 41. Ms. Wallace has all~ged that I promised to enter into various 

6 agreements with her, one Kelly Black, and one Michele Stewart to perform 

7 various consulting and private placement services. This statement is simply 

8 false. I do not recall ever meeting Michele Stewart. I did meet Kelly Black 

9 once, in 2004. When I was discussing the need for the new Assignment with 

10 Ms. Wallace, she said that a woman named Kelly Black might be able to help 

11 me raise money for Davi Skin. I decided to include a stop in Arizona on my 

12 next business trip and met with Ms. Wallace at a luncheon meeting. At the 

13 luncheon, she introduced me to the manager of a mutual fund. who claimed 

14 ·to be ·able to raise an-unlimited amount of. capital.Jar Davi Skin. When I 

1s pres~ed him for details he responded that his plan required the Mondavi 

16 family to back Davi Skin's with Mondavi Winery Company stock, a plan which 

17 I knew to be unworkable. Ms. Black, who I met 4ater that afternoon, claimed 

18 to· know several· investors-who might be·willing·to invest in-G>avi-SkjR; I-spoke 

19 to only one such investor, via telephone, but no investment capital ever 

20 materialized. Ms. Black also knew of two fledgling skincare companies and 

21 suggested that Davi Skin might want to enter into partnerships with them. 

22 Carlo, Joseph Spellman and I examined these proposals and determined they 

23 were not worth pursuing. None of the proposals of Ms. Wallace or Ms, Black 

24 were of any substance, and none of the investment capital they claimed they 

25 could bring to Davi Skin ever materialized. I certainly never agreed to enter 

26 into any of the alleged agreements with them. 

27 Ill 

28 Ill 
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Executed on Februa~ ~ 20z;t;~ 

- - -·--· 

MEO!..E.Y\WAl.LACE.MSJ.OPPO.MSDLEV.OECL 
DE CLARA TICN OF PARRISH Ml!DLEY IN OPPosmoN 

13 TO WALLACE'S MOTION'FOR SllMM.ARY JUOGNatT 
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STOCK PlJRCIL\SE AND NOTE ASSIGNMENT AGREEMENT 

BE1WEEN 

MS . .JAN WALLACE/MS. GRACE SlM 

AND 

MW MEDJCAL, INC. 

. . 
PARRJSH MEDLEY OR BIS DESIGNATES 

March 15, 2004 

.EXHIBIT 2 K/M 
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STOCK; PURCHASE AND NOTE ASSJGN.MENT AGR~EMENT 

THIS. STOCK PURCHASE A ND NOTE ASSIGNMENT AGREEMENT ("Agreement") has been 
made and cmlered into as of lhls l 5a. day of March, 2004, by· and among. Ms. Jan Wallace 
("Wallac.::'l Ms. Grace Sim ("Sim"), MW M~ioal., Inc., a Nevada· Corporation ( ... Company"), and 
Mr. Parrish Medley or his <lesignatt:s (the ~Purchaserw). · . 

. . R EC l TA LS: ~ ~ . . 
. . ~~ ~ 

·A Whereas, Wallace a.od Sim own approximately _1j.f5o,ooo shares of the Company and hofd a 
combined secured debt obligalioa of the Company ofapprox.i111ately $856,432. 

B . Whereas, the Purchaser de$ire:J to purchase both Wallace and Sim's debt and equity positions 
in the Company, all ~roing to the tenns and.eonditions oft.his Agreemen.1..- ... . 

NOW, T.IIERl.r'ORE, in· consideration of the mutual agreements and coven:mts contained herein, 
the parties .hereto agree as follo'W!'.: · · 

ARTJCLE'L 
nm STOCK PlJRCHASE"' -

t.1. Purcbaser agrecs.1o purchase from WaUece and Sim aJJ of their :;hares of common stock and 
their $856,431 secured debt of the Company (coJlccti\-efy the "Positions:') for · total 
con~iderati.on oU250,000. 

1.2 Purcha.r:er agrees to purchase Wa.llac.e a~d Sim's Positions in I.ht: Company as follows: 

a) WaJJace and Sim shall transfer to the Purchaser ille'followi.ng: 

• All <>ftheir sban:s of common shares oftbe Company·s stock curreoUy held 
post reverse split; 

• A termination of their sux-.k options, if any, in the ~mpany, 

• All rights to cash advances, non-employment debt., and payroll debt iu the 
amount of approximately $856,43'.t. 

b) For consideration for the tran.sfer set forth in section l.2(a) above, Purchaser ~hall:. 

• Pay io Wallace nitd. Siro. $7Sk irnm:ediatdy upon deposit of the Positions into 
the escrow, $IOOk 11pou the completion of the proposed 500/I revet"se split of 
the Company·s common stock, and $75k upon the. final transfer ofthe 
Position.c; upon Closing. 

c} Wallace and Sim will dej)osit their shares and an assif,rmnent of cieo1· into an attorney 
escrow along with the total Purchase funds of .'&250,000. 

K/M 

I 
.J 

76 

Case 2:14-cv-00343-JLR   Document 1-1   Filed 03/10/14   Page 91 of 105



~ 
~:;:.; 

L4 AIJ transactions between the partie~ described in this Agreement shall he executed on ()r 
beforeMarch3I, 2004. 

ARTICLE IJ. 
REPRESENTATIONS AND WARRANTIES 

2.l. Reprcsentalions ao,d Warranties of the Company. Wallace and Sim hereby represent and 
warrattt. to Pure.baser that: 

2.1.1. Organiwllon of the Company. The Company is duly organiz.ed, validly existing, and 
in good stanrung under lhe laws of the state of Nevada and bas aJJ r~uisite ~rporate po\\rer to OWn 

i~ property and conduct the business in which it ~ e~oed The Company bas fuH power and 
authority (corpornt.e or otherwise) 10 execute, deliver and pcrfonn ifs obligations ander this 
~cement 

2.J..2. C..apitali2ati()T1. 

2.J.2.1. TI1e Company has an authorized capital stock consistiJJg of 
l00,000,000 shares of common st~k, par value $0.00l per share. There are 
99,550,010 shares of common stocR .. lsme and .. outc;Lamfing.' No.sM.rcs of"pr~fcued 
stock have been issued. All sbm:es of Company stoc~ that have been i5sucd are 
validly issued. fully paid., arc: non-assessable. and were issUed in compliance with any 
preemptive or simihtr rights and in c.omp[iance with applicable Jaws. . .. .. : 

2.1.2.:2. The Company does not have any outstanding subscriptions, 
options. preterred stock, rights, warrants, convertible securities or other agreements or 
ce>tnmitments to jssue, or contracts orany "Other- agreements obligati.og the-Company 
to issue, <>r lo transfer from treaomry, any sban:s of i!s capital stock or· ml%lbership 
interests, as applicable. of any cla5s or kiild .. or securities CDnvertible into such stock 
or :.ntereSts other than th.e obligation to issue shares of common stock of the Compmy 
as provided herein. No persons who cue now holders· of C.Ompany Stock, aod no 
persons who previously were holde~ of Company Stock. are ot ever were.entiiled to 
pn~eniptive·rights other than persons who exercjscd or.waived those rights..-

2.J.2..3. ·There is no outs1nnding vote, pian, pending proposaJ or right of 
any pc~on lo cause any redemption ofCoirrpany·stock. Neither the Company :nor any 
of its affilia1es, is under any obligotion, co.Otract'or other ammgemenrto-register (or 
maintain the registration of) any of i"ts or their securities under red.era! or state 
securities laws. · · 

2.1.2-4. The Company is 1101 a. party to any agreement,. voting trust. 
proxy or other agreement or undeastanding of any chaiactcr, whether written or oral, 
with any other stockholders of the Company with. respect to or conc~ing the 

) 
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purcb~, sale or_ t:ransfaT or ''oting pf tire C.ompany stock or any of her security £tf the 
Company. · . · 

2.J.3. Compliance with Other Trutnonents; Consents. Neither the execution of thls 
Agreement nor the transfer of shares of common stoc-k hereunder wiJJ conflict with, violate or result 
in a breach or constitute a default (or an evettt-which, with notice or lapse-of lime·or-both, would 
constitute a defauit), or re~it iu a km1iueitiou of, or accelemre the performance rt;quued by, or teSlJlt 
in· the creation of any encumbrance upon any assets. of the C-Ompany under any pi'oVisK>n of ~ 
Articles of Tnoorporation. .Bylaws, indenture, mortgage, lien, lease, agreement, contract. irl.5trument,. 
order, jodgment, cfc.ciee, slatute, 01dinance,. regulation or :my other restriction of any kind or 
character: ~o which the C-Ompany is bound. . . 

Z.1~4. · liJigaJion. There are no legal~ administrru:ive, arbitration 6r _other· pf9cec:dings or 
claims pending against the C.Ompany, nor is the Company subject to any-existing judgment whicl:I 
might affect the financial condition, busi~ pro~rty or prospects' of the Company;-·nor bas the 
Company received any inquiry from an agency of she foderaI or of any ~or ~ocnl-govermncnt 
about the Transaction, or about 'iiii"j -..iolation or possiote violation Gf· any· Taw, regulation or 
l'>J"d.iM.i'lt.e affeetillg its business or assel.:'>. · · 

2.1.5. Fuil Disclosure. None of tlle representations and warranties made by Wallace and 
Sim bacin will contain any untrue. statement nf msterial met, VI oro.irs auy matt;Tial fa.ct, the 
omission of which would be misleading_ 

2.:2. Reprf$entalions and Warranties Q[ the .P'ui'ebaser. The Purchasers herd:ly represtmt.and 
~ warrant as follcrws: - 2.2.1 Ench Purchaser has, citltcr alone or with *-= as!>iStanc..e of a professional advisor, ~ufficient 

knowledge and ~perience in ftnaneiru md business marrcn ih~ they believe himsel17'frerself capable 
of evahiatlng the merits and risks of an investment in the Positions and llle swtability of an 
investment in the ~mpar.y jn light of their financial coudjtion and investment needs, imd legaJ, tax 
and accounting matters_ 

2.l.2 Each Pure~ has bcc_n gjven access to full and compfotc information rcg<il"ding the 
eoiripany and· has utllti.td suc.b ac.ce'\s to Ille uooersigned's satisfa<.-1ion for the purpose e>f obtaining 
inforroatioa in addition· 16, or verifying info11nation provide<! by-Wallace and Sim. Particclarly. each 
.?trrc:baser has been given reasonable opportunity to meet ·with and/or can1acr-Co~npnny 
represerr.atives for the pll'l'JX)Se of asking questions of, . and receivrng ·answers from, such 
representatives cooceming the Positions and to obtain any ad&t:ional information, to the exterrt 
reasonably availnble, neccssarj to verify the ac.:;w-acy of information provided. 

2.2..3 Each Purchaser js lln "accredited investor" ru; defined in Ruic: 50 l (a) of Regula1io11 D 
promulgated under the SC!Curicics Act of J 933. as .amended (tlie "'Securities Act"). 

4 

----~------···-··'·"···-··-
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2.2.4 Eoch Purchaser recogniz.es that an investment in the Shares involves a high degree of risk, 
including hut not limited to lhe risk of losing his/her/its entire investmaot Md the other risks 
described below. 

ARTICLE UL 
ARTICLE 

SURVJVAL OF REPRESENTATIONS. . . 

J.t. R.eprcseoiatio~ to Sun•ive. 11\e represcntatioos and warramies contained here.in or in a.oy 
document furnished purnuant berero shaU slirviice.Jhe..cnnsummation of any ~le or transfer pursuant 
ro this Agreement Each parCy acknowledges and agrees ~ except as expressly set'forth 1n this 
Agrcemeot, 110 partY l'Jas made (and no party-i.s·rcly.ing--ont3.0J:' re_pTesentation or warramies of any 
nature, express or imphed,. regarding any oc relating fo any of the ltatl5actions contemplate'1 by this 

.Au.:ement 

. ARTICLEN. 
MISCELLANEOUS 

4.J. Assigoabillty and Parti~ io Interest This AgreementsbaU not be ~ignable by a~ ofthe 
parties h~o without the consent of all otheqarties.hereto... .This Agreement sh&JI- in!fl'e to the 
benefit of and be binding upoo the parties hereto and their respective sucteMOrs. · Nothing in !his 
Agreement is intended lo coo.fer, e~s.J~ or by im.p1$cation,·upon·any ~theqx:rson any rights or 

Q remedies under or by .reason of this Agreement 
~ 

4.2. Governing Law. nus Agreement !>hall be gavcmed by, and c.onsrrned and enforced in 
ac~dance· with. the faws of the State of Nevada.. Ea.Ch ofthe Parties hereto consents to the personal 
jurisdiction of tf1e federal atid state couns .in lhe Stale of Nevada in connection. with...any a.ction 
arising under or brought with respeC:t to this Agreement. . 

·4.3. Cowrterpart.s. This Agr~ent may be extX:utOO as of the same effecri~ date in one or 
more coun!etparts, each of which sbaJ l be deemed .m. origi&al. 

4.4. H~iliogB. The headings and subheadings co11tafoed in this Agreement a.re Included solely 
for·ease of referellC(:. and are not intended 10 give a fulJ description of the contents of any particular 
Section ro:icl ~U not be given any wcigb.t whate\rer in imerpreting'any provision of this AgreemeJJL 

4.5. Complete Agreement. This Agreement and lhe documents referred. to herein contain the: 
entire agreement between the parties ancL except , as provided herein, supersede. aJLprevious 
negotiation.~. commitmcmts and writings. 

4.6. .Modifications, Amendments a11d Waiven. This Agreement shall not be modified or 
ameoded cxcep1 by a '-\Tjtfug sii,_'11ed by each of the parties- herettl:' 

5 
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~ 7. Severabjlity. If any term or other pmvi-.icm of this Agreement is invalid, illegal; or incapable 
. of being eJ)forced by any rule .of Jaw 01 pubHc policy, aU otI1er 1erms and provisions of this 
Agreement wiU nevertheless remain i.n full force and effect Upon any such detmnina!ion that any 
tenn or other provisioD is invalid, illegaJ, or·i.ncapabJe of being en.forced, the p.orties-·hercto will 
negotiate in good fai1h to modify this Agreement so as lo effect the origina] intent of the parties as 
dosely as possib1e. 

4.8. Compfetion of SEC Filings. Purchaser shall advance immediately the costs of preparing the 
Company's current IO~~B audited finaneiais. Any .. Q<l_y.m.ents made in th~ regJgd_ shall be 
rei1nburs~ tD J>urcb~ thr~ugh a reduction in Purchaser's. lloal payment to WaJJace and Sim 
required by Sec.tion J.2(h). Wallace 8ndlot.Sirn.sb<1Il~. fife and sign this finaJ-lOKSB on 
behalf of the Company . . 

4.9 . Indemnification. WalJace and Sim further agree 10 indemnify ar.id hold Purchase hannlcss 
from and against any aud all claims or actions-againsrtbe 'Company based in full ox in part· on events 
o~mring prior to the Closing of this ngreem~.nt. · 

IN WITNESS WHEREOF, the parties b.a'Ye executed this Agr~mezit as of the day.ai:id year first 
above YtTitten. 

~~#tut 
JANW ALL.ACE · ... 

6 
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Principal Amount $248, 325. 00 

PROMISSORY NOTE 

FOR VALUE RECEIVED, the undersigned, MW Medical, Inc., a Nevada 
corporation (or its successor or assigns) promises to pay to the order of Jan Wallace, an 
individual, at .such address as may be designa1ed in writing by-the holder of this Note, the 
principal sum of TWO HUNDREQ AND FORTY EIGHT.THOUSAND, THREE HUNDRED 
AND TWENTY FIVE DOLLARS and NO CENTS ($248,325.00) in U.S. currency. The 
entire amount of principal with t_en percent (10%) interest per annum shall become due 
and payable on June 15, 2003. 

The undersign~ and its successors and as5igns, hereby waives presentment and 
demand for payment, diUgence, notice of dishonor, protest and notice of protest of · this 
Note, and . ~my defense by reason of an extension of time for payment ·or other 
indulgence. Failure of the holder to assert any right ·herein shall not be deemed to be a 
waiver thereof. 

This Promissory Note is made in settlement of all wages and employment fees 
owed to.payee to date. 

The holder of this note may, at its option. eonvert all pr any portion of the 
promissory note to equity of MW at the same price as is available to those investors. 
participating in the any private placement while lhis debt is outstanding. In the · event 
that the holder of this Note wishes to convert during a period of time when no private 
offering of common stock is open, then the Note holder may convert at 50% of the 
market price at that time, or at $0.20 per share, whichever is lower. 

Signed this 15th day of March, 2003 

MW Medical, Inc. 

· ~=-),~ 
By-:--=:-:--7"=:~-:---:~~~~~~~ 

Its: Chief Financial Officer 

EXHIBIT 3 
K/M 5 1 
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PROMISSORY NOTE 

. FORVALUE RECEIVED, the_undernlgned, DAVI SKIN,lnc., a Nevada corporation· 
(or Its successor or assigns) promises to pay to the order of Jan Wallace, an lndlvldual, at 
such address as may be designated In writing by1he holder of this Note, the prillclpal sum 
of lWO HUNDRED THOUSAND and NO CENTS ($200,000.00) In U.S. currency. The. 
entire amount of principal wi1h ten percent (10'ro} interest per annum sha~ beoomet due 
and payable on December 31, 2004. 

The undersigned and its successors and assigns, hereby waives presentment and 
demand ffJr payment. diligence, notice of dlshOnOr, protest and notice of protest of this 
Note, arid any defense by reason of an exteflsion of tlma for payment or other 
indulgenGe. FeRure of tile· holder to assert any right herein shall not be dee~ed to be a 
waiver thereof. · 

The holder of this note and beneflciery of the Sec:uritY Agreement may, at i1S oplJon, 
convert alt or e.ny portion of the promissory note to equity at the same price as Is 
available lo those lnvestora participating In the any private placement 'while lhis debt Is 
outstanding. In the event that the hokier Of this Note Wi.Shes to oonvert during a period 
of time when no private offering ot common stock Is open. then the Note holder m&y 
convert at 50% of the market price at that time. or at $0.20 per share. whichever ls 
lower. .. ..... 
Signed lhls __ day of June. 2003 

Oavt Skin, Inc:. 

EXHtBIT 5 
K/M 43 
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ASSIGNMENT OF PROMISSORY NOTE 

For Value Received, the undersigned note holder, hereby assigns, conveys and transfers all of her 
right, title and interest in the attached Promissory Note issued by MW Medical, Inc., along with any 
other rights s.he may have as a creditor of said Corporation, to Parrish Medley or his designates . 

Dated: March_, 2004 

EXHIBIT 8 

K/M 
.. ........ .... ..- .... ~----'"'- .. -· .. ..,~ .. -- ---· -··-

,,,. . ,_ .......... ..... !'.~- · ... ·· ......... .... __ .... , - .-- __ . .,, ..... ·---- -- ..... -~--

74 
........ -.. ,. __ , __ , ... 

Case 2:14-cv-00343-JLR   Document 1-1   Filed 03/10/14   Page 99 of 105



. / 

'. 

ASSJGNMEN.T OF PROMISSORY NOTES 

For Value Received, the undersigned note holder, hereby assigns; conveys and transfers cill of her 
right, · title and interest in the attached Promissory Notes issued by MW Medical, Inc .• along with 
any other rights she may have as a creditor of said Corporation, to Parrish Medley. or his 
designates. 

Dated: March _. 2004 

Jan Wallace 
· . 6929 E. Cheney Rd. 

Paradise Valley, AZ 85253 

EXHIBIT 9 
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\.Mr'c. .Rl'UJ ~y 

Fot Va?Ue R~ .,,e ~ ruite holcler, tle.reby as&l!JnS, ~ illld transtera. 111101 ._. 
~ tiUa and inlere5t in the GUBDl1ecl Pl'Dml9soly Nal.eS' l:!lswd by MN Medk:al. Jim., :alon{1 wUh 
Ofrl cllel rights she ntay l'levl! ~ 8 CR:difor Df said CotpQntlon, (D Panisi\ Medle)' OT hJ!> 
d~ 

Daled: ____ 2004 

EXHIBIT 18 
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---Original Message--- · 
From: cane, Ky!een [mailto:kc::ane@canedark.com] 
Sent: WedneSday, Aug~ 03, 2005 2:QG PM 
To:. Panish Medley 
SUbject: RE: ffllng/Vegas 

we did get Jan to sign· something; In fact, two somethings. I had her sign an extension to 12·31-05 and then 
another one· to 9..()6. (See attached) We were concerned about the da(es and having to go back to her. So we 
focustK1 on exte'ndlng the time of the note for the auditor. We didn't have her change the transferee on the 
separate transfer agree:ment - now undated, This was. one.a! those black bag documents which transferred the 
note to you or your des1gnat~s. We n~var discussed this, but if you want to get your name off of ft th·en we can gel 
her to sigri another on.e - we just nQed to gel her the 101< shares. · 

In any case, we should g.et her the shares as soon as possible because the tioJdlng_ period QO the fra_risfer won't 
start until you make the transfer (unless you want.to give her shares from the exercise of the options !hat were 

$. registered}. J wfll have Susan work with you Off th~ pape~o~ wllh you and. thlit transfer agent, but basically it is 
9' just you s~nding in yo~r certfficate to the transfer agent with 1nstructlons. 

1 will try to free up the ear1y pert of F ri<:lay night. so we can meet. 4 :30 to 6 pm? 

Kyleen· Elisabeth Cane 
Carie Clark, LLP 
3273 E. Warm Springs 
Las Vegas, NV 89120 
{702) 312-6255 (Office) 
{702) 944-7100 {Fax) 
www.CaneClark com 

. . 
CONFIDENTIALITY NOTICE; This ~mail lransmission {and/or the attachments accompanying it) contains 
confidential information belonging to the sender which Is protected by the attorney-client prMlege. The 
information is intended only for the use of !he intend~d recipien~. tf you .are not the intended recipient, you are 
hereby nollfied that any disclosure, copying, distribution or the taking of any action in reliance on the contents of 
this information is strictly prohibited . ·Furthermore, any unauthorized interception of th ls transmission is illegal 
under the law. If you have received this transmission in error,- please notlfy the-sender by reply e-mail, and !hen 
destroy all copies of this transmission. · · 

From: Parrish Medley [mailto:parrish.medley@daviskln.comJ 
Sent: Tuesday, August ·02, 2005 4:36 PM 
To: cane, Kyleen 

EXHIBIT 42 K/M 91 
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LI" FT . • ·• '• T'ltt.Y • . , ' . 
. Jan must of signed something cir else we would' not-have ·made it thru the audit at that time .. .. ... I let you know 

'. 

C';:, 
~ 

way back at that time tnat the 10k was approved and an 9?~ lo give her - so lets make sure she gets those--
they were suppose 1? res for 1 y~ar---wh1ch should only liave Ilk~ 9 months left ..... .. .1 can either meet with you 
anytime Friday evening., for me hke a_ny_tlme betwee~ 4pm and 9pm Frld<ly evening would be .best---:-0r I could 
rneet with you sat mom But I plan on being out late Fnday So sat mom doos not feel like the. best choice­
Parrish. 

PARRISH MEDLEY 
ceo/president . 

DAVI SKIN Inc. 
301 N. Canon Dr. Suite 207 
. E3.e.ve.rly Hill~ •. CA. .~0210 

OFFICE: 310.205.9907 ext209 FACSIMILE: 310.2iJ5:9909 
CELL.310.4"0Z.3177 

. email: panish.medley@davisl<jn.com ~ebsite: www.~avlskin.com 
---Oilg!nal Message-- . 
frolfl: r.ane, Kyl~ [mallto:kcane@cariedark.:com] 
sent: Tuesday, August 02~ 2005 10:53 AM 
To: Parrish Medley 
subject: RE: filtng/vegas · 

Glad you are back. I wrll be in meetings most of Friday but open or. SabJrday. Might be able 1o do 
something later in the day on Friday if need be. . · 

1 wlll wo~ ·on Jan, but she has bemn aSking about the stock you promised her: lt would go ~ long way if 
we did a transfer. and gave her the stock first and then asked her to make the change. Let me know. 

r ~xpect to get ·the draft S82 b~ck from Scott Wednesday .or Thursday so should have·somethlng. for you 
to look at when you get here. . · 

see you then, Ky 

Kyleen Elisabeth Cane 
Csn·e Clark, LLP 
3273 E'. Warm Springs 
Las Vegas. NV 89120 
·(702) 312-6255 (Office) 
(702) .944-7100 (Fa;x) 
WWW CaneClarls,com · 

CONFIDE.NTIALITY NOTICE: This e-mail transmission (and_/or the attachments accompanying it) 
contains confidential intormaUon belonging to the sender which is protected by the attorney-Client 
prtvifege. The information is Intended _onty for the us~ of the intend~d rec~plent. If you are no~ the 
Intended recipient, you are hereby notified that any disclosure, fXlpying, distribution or the taking of any 
action in reliance on lhe contents.of !his information is strlctty prohibited. Furthermore. any unauthorized 
inlerception ~f this transmission Is Illegal under the ·l~w: lf you have received this transmission In error, · 
p!ease notify the sender by reply e-mail, and then destroy aA copies of ttiis transmission. . 

from:- Parrish Medley [mailto:parrish.medleY@dav!skin.com] 
Sent: Monday, August Ol, .2005 6:09 PM 
To: Cane, Kyleen 
Subject: filing/Vegas 

Hil<y 

K/M· 9.2 
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. • , u • " 1-1Co1""' 11 v111 "'J ·-.iu u dvc~--t:.A.11austeo .• .. 
1 plan on being in Vegas Frlday~ny chance you are free for a ~it Friday or Saturday~! plan qn l.:xinging 
you a check .... I woufd like to get a copy of the last agreement thmgy from Jan-I _think it was worded to 
Parri1:;h. .or his assigns - I think it would be better if ft were just To Another words 
blankaf'! to wno It is ·assigned to .. '. .. .... C~myou · take care.of th~t for me and have a copy for me when we 
meet>;·:-.;-- .... W!'tere are we wilh lhis SB2 firing and you were.going to pr-0vide' rne with a copy of lhe letter 
we wQ1;1ld provide shareholders so that .they can provide their broker when tl!l.ey choose to 5efl their stock · 
1st ro~d guys and I lhlnk you said we would need to provide the same l~tter- even when this SB-2 is filed 
and approved/cleared whatever ... . Do you nee9 anything from me in regaras to getting this stock cleared 

. to trade .. -~ 

Regarqs, · 
P. 

·.··· .. 
.'· I • 

.·:: ... 
··: .· 

·-:· 

PARRISH MEDLEY 
ceoipresident 

DAVI SKIN Inc. . 
301 N. Canon Dr. Suite 207 
· Beverly HiAs, CA 90210 

. OFFICE: 310.20:5.9907 exL209.FACSIMILE: 310.205.9909 
CELL.310.402.3171 

email: pamsh.medley@davlskin.com website: www.daviskjn.mm 

K/M 
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PROOF OF SERVICE 

STATE OF CALIFORNIA, COUNTY OF LOS ANGELES 

I am employed in the county of Los Angeles, State of California. I am over the age of 18 and not party 
to the within action; my business address is 9401 WILSHIRE BLVD., SUITE 575, BEVERLY HILLS, CA 
90212-2918. 

On February 6, 2007 I served the foregoing document described as DECLARATION OF 
PARRISH MEDLEY on all interested parties in this action by placing a true copy thereof enclosed In a sealed 
envelope addressed as foltows: 

CLAIRE C. AMBROSIO 
5455 WILSHIRE BLVD, STE. 1706 
LOS ANGELES, CA 90036-4217 
TELEPHONE: 323-938-2878 
FACSIMILE: 323-939-7809 
EMAIL: cambrolaw@aol.com 

[XX] BY MAIL: I am "readily familiar" with the firm's practice of collection and processing correspondence 
for mailing. Under that practice it would be deposited with U.S. postal service on that same day with postage 
thereon fully prepaid al Beverly Hills, California in the ordinary course of business. I am aware that.on motion 
of the party served, service is presumed invalid if postal cancellation date or postage meter date is more than 
one day after date of deposit for malllng In affidavit. 

D BY PERSONAL SERVICE: I caused the envelope to be delivered by hand to the offices of the addressee. 

OBY FACSIMILE TRANSMITIAL: I sent by facsimile the above document on at .m. lothe facsimile machine 
number identified above. 

0 BY FEDERAL EXPRESS OVERNIGHT DELIVERY: I caused the above document to be sent by Federal 
Express overnight delivery, fully prepaid, in accordance with Code of Civil Procedure§ 1013(c). 

Executed on February 6, 2007 at Beverly Hills, California. 

I declare that I am employed in the office of a member of the bar of this court al whose direction this service 
was made. 
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