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10} am Isle'of Man corporation, )
al - _ )  COMPLAINT
Plaintiff; - ) .
12 " )] {Breach of Contract, Securities Fraud,
' ¥s. ) Declaratory Relief)
13 )
14 DYNAMIC ASSOCIATES INC.,a )
: . Nevada corporation; JAN WALLACE )
'yl end JOHNDOB WALLACE, busband . )
. and wife; HERB CAPOZZ] and JANE 3
16§]  DOE-CAPOZZL husband and wife; )
1.'? LOGAN ANDERSON and JANE DOE }
ANDERSON hushand and wife; W.A. )
‘48] LUCKY, I snd VICKIETALLEY . )~
"1 LUCRY, husberd and wife; 1 T. )y
19 SIMMONS and JANE DOE SIMMONS, )
» husband and wife; R MICHAEL ASBURY )
28] q JANE DOE ASBURY, husband and )
pq| wife; WILLIAM B. MEANS ind JANE )
DOE MEANS, husband and wife; HARRY )
22§ MOLEand JANEDOER MOLL, husband )
" gnd wife, JOHN and JANE DOBS -2 )
23] Xvz CORPORATIONS I-X;and ABC )
24| PARTNERSHIPSI-X, ~ §
25 Defendants. )
26 —
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For its complaint ageinst defendants, plaintiff Westruinster Agencies, [d. hereby aileges
as follows: . o

L . THE PARTIES, JURISDICTION AND YENUE
1. Plaintiff Wésﬁninswr Agencies, Ltd. (hereiafter “Wostminster”) is a Isle of Man
oerporatmn dtﬂy aﬁthnnzed to and conducm:g business in the United Kingdom and elsewhers.

2. Defendant Dynsinic .é.ssomates Inc. (hereinafter “DAI") isa Nevada corparancn,

_whlch headquax‘ters and primary busmess operations are, and were at all times material hemm

located in Manoupa Caunty Arizona, DAI was organized in or about Juty, 1989 s a “blfmk
check” entcrpme without any spectﬁed busmes& By 1995, thmugh 2 series c;f mergers andf’or
acqummons DAI had become a pubhcly ixaded lmlding company (National Quotahon Bureau’s
Bulletin Board—the lowest echelon electronic securities market) engaged in the health care

mamgement busmess Prior to 1995, DAI had little or not subsmnﬁve operations. Dunng 1995

the oompany commenced limited cperations in the bnsmess of mwedical microwave technology

. scquisition. Inor about September, 1996, DAI oﬁ‘m’ed for sale and sold the secumzes fhat form

the basis ft)r the herein cause of action. All of the acts of DAY as aﬂegad hcrem occuned vnﬂ:un

or we;e mx_tzated from Maricopa Coumy, Arizona, '
3. Defendant Jan Wallace (hereinafter “Wallace™) is, on information and belief and

- was ok 2l ﬁmee material herelo, & Canadian citizen residing and doing business in M ari'wpé

County, Arizona. Wallace was, at all times material hereto, Pwsadent, Chief Operatmg Officer

and 2 Duectcr of defendant DAL In the foregoing capaoitms Wallace was dlrectly or mmxecﬂy

respcnmbha for the securities aﬁ“ering wbich forms the basts for the herein causé of action. All of
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the acts of Wallace as alleged herein occurred within or from Arizona. Defendant John Doe
Wallace is, on information and belief, Wallace’s husband. Al of the acts of Wallace es alleged

herein were, also on information and belief, undertaken on behalf of her marital mﬁunun.ity with

'John Doe Wallace. When John Dioe Wallace's true identity is revealed, plamtiff will seek leave

of court to amend its cnm{:lain’t to reflect the same,
4 Defendant Herb Capozzi (betﬂnaﬁ&r “Capozzi”) ig, on xxzformahon and belasf and

was at all tlmes mateml hereto, 2 Canadlan cifizen domg business in Mamopa County, Arizons,

'Capozzx was, at all times mateu-iai bereto, 8 director of defendant DAL In the forcgomg -capam’cy,

Capozzi was directly or md:recﬂy respons;ble for the securxlms offcnng wluch fmms the basis

for the herein cause of action. All of the acts of Capom as allged herein ocaurred mﬂun or from

: Anzona Jane Doe Capom is, on inﬂmnanon aud ‘betief, Capozzi’s wife. All of the acts of
Capom as alleged hemn were, also on information and belief, umicrtakw on bchalf of his |

" marital community with Jane Doe Capozzi, When Jane Doe Ca;)azzi 8 trae 1dentity is mvealed

plamtxﬁ' will Seek leave of coust to amend its aomplamt tu reflect the same.

5. Defendant Lugm Anderson (heremnﬁar “Andmon’} is, om information and

beheve and was at all hmes mntcnai hﬁeto 8 New Zeaiamt mhz:m mdmg and domg busmess '

in Manaops County, R Andmson wag, at all umes matena] ‘hereto, Sacretmy, Treasurér !

and 2 Direct of defendant DAI In the fbregoing capacmw Andersm was directly or indivectly
responsxble far the secuntws oﬁ‘aﬂng whmh forins the bagis for the herein cayse ot‘ action, All of
the acts of Anderson ag aIleged herein ocontred thhm or from Anzona Defendant Jane Doe

Anderson is, on information and belief, Ande.rgon s wife. Allof the acts of Andérson as alleged
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herein were, also on information and belief, undertaken on behalf of his marital community with
Jane Doe Anderson. When Jans Doe Andetson’s tme identity is revealed, plaintiff will seck
leave of court to amend its complaint 1o reflect the same.

6. Defendants W. A Talley and Vickie Talley Lucky (hermnafter “the Luckys") are

‘husband and wifs, On mformztton and belief, the Luckys are United States citizens resndmg and

-doing business in Louisiana and elsewhers, including Arizona. The Luckys were; at all times

material hereto, officers and direstors :of Genisis, ‘@ subsidiary of defendant DAL In the

 foregoing capacities, the Luckys wers directly or ipdirecsﬁy respongible for the securi_ti_% offering
wln'ch formis the basis for the herein cause of action. - All of the Luokyé’ acts as alleged herein

- poourred within or from Anzonm Each of the Luckys ‘acts were undertaken on hehalf of

ttwmselves and one ancther .
1. . De!‘endant LT Simmons (herema.ﬁet “Sxmrmms") zs, cm mfurmauon and beltef

~and was at all nmes mazterial heveto, a Unimd Staws cmzen r&szdmg and domg ‘business in

Maricopa County, Arizons, Simmons was, a! a!l times matenal hereto Vice Presidefrt of

Operations of defendaut DAL In the foregoing capacity, Szmmons was directly or mchrectly

* responsible for the seourifies offering which forms the basis for the herein cause of action. All of

the acts of Simmons as alleged herein ovcurred within oF fom Arizona. Defendant Jane Doe

» Simnxoné is, on information and belief, Simmong’ wife. All of the acts of Shimmaons were, also

on information end belief, underiaken on behalf of his marital community with Jane Doe

Simmons.
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8.  Defendant R. Michael Asbury (hercinafter “Asbury™) is, on information and betief

and was at all times material heretn, a United States citizen residing and doing business in

Maricopa Counfy, Arizona. Asbury was, at all times material hereto, Chief Financial Officer of

defendant DAL In the faregoir;g capavity, Asbury was direcily or indirecily responsible for the

securities offering which forms the basis for the hersin cause of action. All of the acts of Asbury
as alleged hersin occurred wlthm or from Arizona. Defendant Jave Doe Asbery is, on
information and belief, Asbury’s wis. Al of the sots of Asbury were, also on information and.
belict, undertakcn on behalf of his mantal cemmunity wnh Jane Doe Asbury.- When Jane Doe
Asbury 8 frue 1dent1ty i8 revealed, ‘plaintiff wx)l seek icave of court to amend its complamt

reflect the same,

9. Defendant William H, Means (hercinafier “Means™) is, on information and belief

and wes at ail times material hcreto,*é UmtedSmies citizen residing end doing bxusincss"in

Lovisiana end elsewhers, including Arizona. Mearis was; st all fimes materiﬂl: hersto, Execative,

responsxhle for the seoumma éffmng whmh Eorms the basis for the herein cause of action. All of

the acts of Means occumsd thbm or fmm Arzzona. Defendant Jame Doe Means is, on

mf‘ormatmn md Behei; Means wzfe: Ali of the acls of Mea.ns wem, also on information and ,

' bchef; undertaken on beh&!f of h:s marital cummumty with Jane Doe Means. When Jane Doe !

Means’ trus identity is revwled,, plaintiff will see;; leave -of court to amend its ogzmplamt to

reflect the same.
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10.  Defendant Harry M&n (hereinafter “Moll”) is, on information and belief and was
at all times material hereto, a Canadian citizen residing and doing buainess' in British Columbia
Canada and elsewhere, including Arizona. Although mot formally an officer or direstor of
defendant DA;[, Moil exemiscd considerable inﬂuence' and control over the acﬁvitiss of the
company. As such, Mo!l was directly or indireotly responsxble for the securities offering which
forms the basis for the hercm cause of actxon All of the acts of Moll as elleged berein occu:md
within or from Arizoma. Defendant Jane Doe Moll is. on informaﬁon and belief, MolP’s wife.
All of the a;cts of Moll were, aiso on information and beliet, undertaken on behalf of Ius marital
commumty with Jape Doe Moll When Jane Doe Moll’s true identity is revealed, plamt!ff will
seek leave of court to ariend its complamt to reflect the same.

© 11, . Defendants John and Jaﬁé Does I - X, XYZ Cofporat_ifms I- X and ABC.
Parlﬁerships I- X are ﬁctitiously pamed individnals and/or entities whose/which true ideﬁﬁﬁes
:;nd ix_xvolvenien_i in the activitles complamed of hetein are presently unknown. When these |
fictitiously nmﬂed defendants’ frue ident:ities and/or involvement hzrein is/are mvéaled, plaintift
wﬂl seck leave of court to amend its complaiut to mﬁect the same. -

| e 12, By vutue of the foregoing and otherwme this cowrt has Junsdlchon over the

matter and the pamas hereto and venue herem is proper.

The o_ﬂ'ering.

lé. Plaintiff repeate ‘and reallecges pamgraphs 1 thmugb 12 hereof as if ﬁully set forth

258 .-

hereinagain.
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14 In or sout Angust, 1996; defendant DAI entered into a “final” Acquisition
Agrement 1o purchase 100% of the issusd and outstanding common stock of Genesis Health
Management Corporation (*Genesis”)' for $15,000,000 ($12,000,000 cash and a §3,000, 600
canry hack Pmnnsaory Note) aud 3,000,000 shares of DAI common stock {valued at $3. 33 for

purposes of the acquisition). In order to finance the foragomg, DAI tbrough its- Board of

’ Dmectors and in coordination thh the Board of Directors of Genests, authorized the sale of

i 000 umbs of securities in the form of “10% Convertible Subordmatsd Notes (the “Noteé”).‘

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

Bxchange Commission (the “SEC’*) but were instead sold {purporiedly) in rehanoe upon an

* pxcmption fram the registration raqmrements et forth in the Beouritics Act of 1933 (ths

“Securities Act” or the *“33 Act™). The particular exemption relied upon requires that oﬂ'ers and

salm cnly be made to individuals or entities outside ﬁw United States. This exemphon is

conmonly reterred to as “Regulatlon 8.7

- 16, ' In cozmecnon wﬂh the offer and sale of the Notes refcrenced hea'em above, DAI, 1

mth the a:;nve assmtanee of Genms aund its Ofﬁcers and Dwec’tom pxepared and c:rcu]a,zed a

( pnvate oﬁ‘ernng memorandmn {the “Memorandum”) dated September 16 ]996 According tu

L the anorandnm appmmmately 78% of the proceeds fobe mtsed (hmal ﬁmds to be raised $18 5

- tmlhon) or $l4.5 million was to be used in connectxonw:th the acql_usmon of Genesis.

¥ Acmrdtng to the Mamorandmn, Genes:s was engaged in, amtong other ﬂungs, the business of small

_hospital management,

2 Bach of the 1,000 units were offered at 818,500 with interest payable semi-anovatly on January 15 end Yuly
15 with the principal due on or befors September 15, 2006, )
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17.  According to DAI press releases and other information disserninated by or at the
direction of the company, Genesis, and their respective officers and directors (the individual

defendants hereto), at or leading up to the date of the Note offering coraplained of herein,

Genesis was touted as 3 highly profitable enterprise that would add substantially to DAI's

financial status. Indoed, according to information which the company disserninated or caused to
be disseminated in or about August, 1996, Genesis claimed to have 22 hospitals under con{racﬁ

With double dlglt gtowth expected in the coming year. Specifically, according to a DAI press

 release dated Auglmt l4 2001, by virtue of the proposed acqmmnon of Genesis, pre-tax proﬁts

were projected to by “over $10 million.”

18. In actuality, Genesis® profitability and gmwth projects were either grossly over
stated or completely misrepmmf:d aliogether, Altcmatively,r the representations regarding
.proﬁtability and growth were not supported in fact. Further, notwithstanding rqpeated ne.fen;ex.jcez_;

to the profitability of Genesis, the Memorandum containg no financial statements or other

. specific information to- support the company’s assertions mpecﬁng the same. As a result,

plamtlﬂ' was requxmd to sunply takc defendants” word thet the company was indeed profitable

‘ and that. such pmﬁtabi lity would positively impact DAL

19. By virtue of defendants’ glowmg representatmns respectmg Genesxs proﬁtabxhty,

and notwitbstmdmg_ genera[ disclaimers in the Memon_mdum o the contrary, pl_amtzﬂ" was led to
“believe that'inizestment in the Notes represented an extremely safe ami secu're vehiéle in which to
place its ﬁmds In addmon, according to the Memoraudum xtseh‘; although mvcstom were

considered “unsecured ? in the event of any merger or cansokdauon (sec “The Proposed
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Merger” below),. any acquiring ;orpomtion or in.dividu'a] woﬁld be required to execute a -
suppler'neﬁtal trust iﬁdenture for the benefit of the Note hol'ders. As a result of the foregoing, |
plaintiff was given further assurance that the Notes would be repaid,

20 In addmon to the foregomg, by virtue of thc conversion feature of the Notes (Note
kolders were permlited to convert debt to common stock equity at $3.50 per share) and the
glowing representations mgardmg' profitability, plaintiffs were further ensured of repayment of
@e& inthmer& monies together with sﬁbstantial profiis thereon. In this regard, defendants,

either directly or indirectly, xepr%enied 10 plaintiff that it ‘would sécurg NASDAQ (a higher

4. echelon stock market than the Bulletin Board) within one year and tha!,'as aresult, DAY s shares

waould be highly liguid a_nd, thevefore, casily sold. More importantly, based upon the information
disseminated by defendants, the DAY’s stock was projected to be trading at $6 per share mthm

“one { (} year and $17 per share within three (3) years. As result of the foregoing, investment in

the Notes ‘Was touted as » “can't lose” pmpoamon

" 21.  Based upon defendants’ representations as set forth above and othmv:se, plamtxﬁf
determined to invest in the Notes, In this regurd, § in or about late Octobcr and early December,

1996, plaintiff purchased a total of 11 wnits for a total purchase cost of $203,500.

. The Cover-up.

22. - After the units wers sold, the acquisition of Gmems was consummated, By virtue
of the foregoing, the owners of Genesxs (mcludmg defendants Means, the Luckys and Asbury)
were pa:d $12 mxihon cash $3 million in the form of a camry back notc ami appmxzmately

3 ,000,000 shares of DAT oommon stock,
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23 Shortiy aﬁerphm&ﬁ‘ pu_rchased the Notes, defendants _cominmd to mut-the
pmﬁtabmty of its Genesis whsxdzary For cxa;m‘le in & December, 1996 iuvess relcase,
defendants claimed that Genesis was “highly profitable” and that, by virtue of the sa;me; 10
ﬁ:fthcr financing would be necessary for xts other m:hsiaiadw. In addition, the company claimed
to ﬁave an additionnd 11 hnspita‘l'a)committed. for xziamgemeni services in 19977 After fhe
December, 1996 press reloase referenced above (which inﬁ)gnaﬁon induced plaintiffs additional
investment), all DAI press raleases referring to future pmﬁtabﬁity or other matters inoorpérateé e
dmciaxmer stgting, in effect, that there existed various risks which made achievement of such
fiuture matters uncertain. | - '

24. " On or about January 13, 2000, the company refused or otherwise failed to make

the semi-annual intezest payment. Asa resuft, since that time, a condition of default has existed

- and the full amount Qf DAI‘S debt to p]am!lff is now dne and owing and demand therefor is

hcreby madc.

The Pmposad Merger. .

25  As part of the Note mdentum, defendant DA} is requued 10 secm'e from any entity |

0T PErson that is to acqwe “all or substantially a&i" of the compauy 8 assets a supplanmml

indenture that in essence,’ obhgates the acqumng ennty or pereon 1o assurne respmlbxlity for
repayment of the Notes.

1t

E Aithaugh ot i omtedmto the Memorandum, m!bunauon regerding the § 1 additional hospitals and
.fhe fapt that financirg. coul ng:w be mtemlly generated was commmnicsted 1o plaintiff prios to its Dmmhar Note
purchm and, in facn such M‘muon vras mstmmenaal in its deciston tc invest additional fung.

N Z‘,-

10
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26. I orabout August, éGOO, i)AI entered into négoﬁatiom to'mcige its business into

_another entity. -As part of such merger, the merged entity has proposed to convert Pplaintiffs

,Noés into common stock of the surviving entity, DAI and the (proposed) merged entity refuse
to acknowledge wspdnsiﬁility ﬁ;r the debt which the ﬁctgs represent as part of the financial
statements of the new ent%ty. In any evemt, be@se of the li.n?ited obcr-aﬁc:-}s; of the merging
entity, it appears that repayment of the debt, even if recognized, would be dubious at best,
" First Clate for Relief
. (Breach of Contmtwn&l)_
’ 2’?1 ﬁainﬁff repests and realleges pm‘égmphs 1 through 26 hereof as if fully sel forth
hereinagain. |
- 28 A The MNotes at issne herein constitute éwntmct for the payment of money by and

between plantiff and defendant DAL In connection with the aforesaid contract, defendant DAX

was and is obligated to pay plaintiff 10% interest per anoum on ail outstanding principal and to |-

returm to plaintiff such principal on or before Septeraber 15, 2006. DAI has failed or otherwise

refused to make the interest paymenta required and such failure, or refusal constitutes a breach of
A contrax;,t whereby plaintiff is entitled to demand, and plaintiff hereby so demands, repayment of

the entire prinqipal now outstanding together with interest thereon at the rate of 10% per annum

from the date of defanlt until paidin full.

1
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29. By virtue of defendint nAi’s breach of contract as set forch above, plaintif is

axidmonally entitted to an award of its reascmﬁhly mumrad attormey’ s fees pursuant to ARS. §

12-341.01

Second Clalm for Rellef
‘ (Secnriﬁes Frsud-all defendants)
30.  Plaintiff repeats and roalleges paragmphs 1 through 29 hereof as if fully set forth
hereinagain. o | | |

) M 1’135 Notes offered for sale and sold by DAl to plamtxff consutul:e securities thhm ‘

‘the meanmg of AJR.S § 44-1801(A)(23). All of the defendants participated, either dxrectly or |

mdzreoﬂy, in the offors and sales of securities to-plamnifs at 1ssue,here by, among other things,

makmg or cnusmg w be made untmc statements of matmal fact or omxthng to state matenal -

* facts, in light of ﬁ'xe circumstaness under’ whmh they were made, not mxsieadmg For example,

defmdants nnsreprwented' that G‘C?ZLBS).S wag b.!g,hly proﬁtablc and, asa result, inveshuent in the
Notcs was not risky as would oﬂwrmse be t‘he case with a development stage company that, by
mtno of the protective clauses incorporated into the Notes offering, platntiffs would bé protected
against loss, that, although disolosed a5 & risk-factor Gie. inability o obtsin subseqhent
financing), Genesis profitability — that financing noeds would be generated intergally, In

addition, while makmg affimative statements mgardmg pmﬁtabu;ty, dcfandanis omnitted or

ofhermse failed to discioso pertinent mfcrmatmn respec&mg Genesm actual results of oparatmns

| and ﬁnunmal condmm

.12‘"
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32. _ The foregoing misrepresentations and omissions of material fact consutute

secuntxw fraud within the meaning of ARS § 44-1991{AX2) and by v:rtue of the same,

plam_hﬂs are exditled to rescmgi their purchase ofNotes and they hereby tender the same pu_rsuant

to ARS. § 44-200L. In addition, plaintiffs are further entitled fo an award of inferest on all
a;ﬁounfs invested tcigeth;'.r_ thh its taxable court ct;s.tvs m& réés;nably attomey;s fess: o
' Third Claim for Relief |
(Deeiaratory Rellef»—DAl)

".'33.  Plaintiff repeats and realleg&c paragxaphs 1 through 32 hereof as if fully set foxth

hereinagain.

34. The Notes and trust 'iﬂ(iennn'e 'ﬂ'zemmﬂ;;r purchased by pla..intiffs counstitute,

' comracls In connection with such oontmcts defendant DAl is obligated to take certain measures

to pmtect Note holdaxs, including plaintiff, by securmg a eupp)emental mdenture whereundet any
enuty or person acqmnng all or subgtantially atl of defendaints assets must assumc msponmbxhty

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

'im:[udingh plaint&'ff are to be offered only equity parﬁcipatien and ot recoglﬁt.ibn of the

outstandmg debt defendant DAJ has or is about to brw:h the terms of the Note and frust

) mdcnmre thermmdcr

The pmtecuons set forth above K. mvolvo an unport legal nght, status and

_rc]anons among the pat’ues and they are: therefore subject to declaratory adyu,dlcanon

Speczﬁcally, plamuff is entitle 0 a deolmatour }ndgment stating its nghts vis a vis contmuance

and a creditor o any entity. acqumng defendams’ assets

13 .
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IV. DEMAND FOR RELIEF | |
WHEREFORE, Plaintiff deands judgment in its favor and against the defendants.as set
forth herein as follows: o -

' 1. For'ali of pla:intiﬁ's’ damages proximately caused by ox mcun'ed as a result of
defendm acte ag alleged he:em and inan amonnt to be proven at trial in this matier
but int-no cvent less than $203,500; '

i Fm‘ all preejudgment zmd post- judgmem interest at the legal mte on all amounts

| awarded berem, . .
. 3. ‘lFor all. Ofplaiatiﬁs’ mﬁsaﬁdattomeys’ fees incurred herein;

4, For deelatatory Judgmer.t cc-nﬁnmng plmntxff’s rights undet ﬂw Note and trust 1

mvienmre agreement.

5. For such othser andVor further relief as the court deems Just and proper i the |.

elmumatances.

DA'_TED_ this 5% day of April, 2001
~ JOHN R. AUGUSTINE, JR.,PC

2727 North Third SFeet
_Phoenix, Arizona 85004-1106
Attorney for Plaintiff
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