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On December 14, 2007, Precision Development received a Loan Opportunity
proposal in the amount of $5,350,000 from First Century Bank. Natalia called
Nancy Salzman and told her that Frank Parlato did not need to fly out to California
because the Plyams had obtained the loan from another source. Natalia was super-
excited, as she had put z;,tleast 100 hours trying to get this done. From Auguét, of
2007, she had spoken to many brokers and loan officers and had sent out lots of
paperwork. Obtaining the loan was the culmination of her hard work and
perseverance. She was proud of herself and relieved that shie and Yuri would finish
the project without tapping the Bronfmans for money anymore.
On December 15, 2007, Natalia spoke to Frank Parlato on the telephone and told
him that Précision Development no longer needed his help because the Plyams had

obtained the loan from another source. Parlato responded said that he still wanted to

come out to California on January 4, 2008, and maybe lend his own money for some

other Precision properties. In parting, Parlato said to Natalia that he really wanted to
see the project succeed.

On December 18, 2007, Bouchey’s office emailed Yuri 83 pages of financial
information that pertained to Sara Bronfman.

On December 20, 2007, Sean Lurry of George Smith loan brokers emailed Yuri and
for the First Century loan requested Your K-1 Statements for 2005/06, Bronfmans —
2006 Tax Returns and 2005 X-1 and signed and dated Financial Statement
Certifications for all three guarantors.

On December 20, 2007, Precision Development received a wire transfer from the
Bronfman sisters in the amount of $490,06.0.

On December 25, 2007, Natalia Plyam telephoned Nancy Salzman from Mexico to

wish her Happy Holidays and inquire whether she had received the Plyam’s gift
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basket. During the course of the conversation, Salzman said that she would fly out
with Parlato to California to “help him decide to loan his own money to the project.”
On January 2, 2008, Natalia emailed Becky Freeman to request a wire for $400,000.
Becky responded that it would take a few days fo free up the cash.
Cross-defendants are informed and believe and allege thereon that onJ anuary 2,
2008, Del Negro and Parlato met at a hotel near the airport in Los Angeles.
Cross-defendants are informed and believe and allege thereon that Parlato brought
Lou Avino and Ken Thomas, who had a video camera. Parlato said Thomas and
Avino, his assistants, had experience in construction.

Del Negro did not contact Yuri before he and Parlato arrived in California.
Cross-defendants are informed and believe and allege thereon that on January 2-3,
2008, the four men had looked at and videotaped all the properties on their list,
including Wanda Park, Benedict Canyon, Uhea, Alonzo, Yuma, Franklin, Avenida
del Sol, Sumac, Knob Hill, Laurel Terrace, and Laurelmont.

While they conducted their inspection and review of the Precision Development
properties, neither Parlato, his assistants nor Del Negro contacted the Plyams.
Cross-defendants are informed and believe and allege thereon that at Precision
Development job sites four spoke to and videotaped employees.

-Cross-defendants are informed and believe and allege thereon that pursuant to the
agreement with Raniere, Parlato “concluded” that the Precision Development
properties were “in disarray,” and reported to Kristen Keeffe that the Precision
properties did not look as though the kind of money that the Bronfmans had spent
had gone into them.

On January 3, 2008, near 4 p.m., Yuri received a telephone call from Precision

Development employee and Uhea foreman Oscar Padilla who advised him that
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lenders from New York wanted to look inside the unfinished house at that location.

For safety reasons, Padilla advised that he had declined this request. Padilla reported -

that the lenders then started to walk around the property just looking from the
outside’ When Padilla asked whether the men could go inside and take a look
around, Yuri gave permission. Padilla aiso said there were two other men with him
and they looked like gangsters wearing leather jackets and hats.
On Friday, January 4, 2008, the Plyams did not have the approximately $105,000
which they would have to transfer to ADP, the payroll service the following
Monday, in order to make payroll for that week.

On the morning of January 4, 2008, Becky Freeman emailed Yuri and advised him:

Happy New Year. I hope you and the kids are well.

Beginning January 1, 2008, Sara and Clare have retained the
services of Frank Parlato to guide them in all of their real estate ventures both
nationally and internationally. Therefore, he will be approving any advances
on any of their projects; including the LA project going forward.
Additionally, Mr. Parlato, as I understand it, is contemplating lending money
to the project, so that it will be in their mutual interest for him to handle futare
financial arrangements on this project.

I understand you are meeting with him today, and you may speak
with him about you most recent request for $400,000 and any other additional
funding needs you may have. You have our permission to give any and all
details on the project to Mr. Parlato.

Upon receipt of Becky Freeman’s email, Yuri did not know what to think. He did
not understand why Becky Freeman, an assistant to Bronfinans’ financial advisor,

was the person to tell him something so important. He did not understand why he

[Proposed] VERIFIED THIRD AMENDED CROSS COMPLAINT
50




13
14
15
16

17

20
21
22
23
24
26
28

253.

254.

255.

256.

257.

was not so advised when he was in New York in early December 2007.

Natalia called Becky at Bouchey's office, and Dazzle, who worked at Bouchey’s
office, told Natalia that Becky’s phone was out of range and that Becky would
return the call when she came back to the office. Natalia then called Salzman who
told Natalia that she didn’t “know what was going on.” She agreed to call Natalia
back.

Yuri called Raniere, but no one answered his phone. He left a message asking
Raniere to please call him as soon as he could. Raniere never called back. Yuri then
called and spoke to Salzman whose demeanor was very cold in contrast with the
super friendly demeanor he had experienced over the years he had known her. Yuri
asked Salzman to explain what was going on, inquired why Parlato was suddenly in
charge and why no one had given him any warni:;lg. Salzman responded that his
“actions had caused this to occur.” When Yuri asked her what was she talking
about, she said that she was aware that Parlato was supposed to meet Yuri at the
Precision office and he would “explain cverﬁhing.”

Both Plyams did not know what to think and each felt like the world was crashing in
upon them. No one was available to answer fundamental questions.

Several hours later, on Friday, January 4, 2008, Parlato, Avino, Thomas, and Del
Negro arrived at the Precision Development office. They were all dressed totally in
black, Parlato wore a fedora hat, and had a Sherlock Holmes style pipe sticking
from his mouth. Thomas was bald and wore sun glasses in doors and long leather
coat. Avino had similar coat but no sunglasses. Each of the foursome appeared thug-
like, threatening and scary.

The first thing Parlato said when he came into the office was that he “didn't think

you gven had an office.”
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Parlato then introduced his bodyguard, Lou Avino, and his driver, Ken Thomas.
Parlato said that Jim Del Negro, the fourth man, was there to represent NXIVM’s
interest in this project. Yuri recognized Del Negro from having previously seen him
at NXIVM functions in Albany, New York.

Yuri was as upset as he was confused about what Raniere, Salzman and the
Bronfinan sister were doing, particularly because he underétood his workers had
been intimidated.

Yuri yelled loudly at Parlato for acting like an investigator after having presented

Yuri told Parlato that he didn't appreciate him lying to him about helping to obtain a
loan.

Parlato told Yuri to “calm down and to get over it” so that they could discuss things.
Yuri tried to calm down and understand what was happening. Parlato proceeded to
tell Yuri how he “worked for the father Bronfman who was is in the process of
rescuing his daughters from the NXIVM.” Parlato said “Edgar Bronfman had hired
him to come to Los Angeles to figure out what was going on.” Parlato said that he
had “known the father for a long time and that the father asked him to work for him
when there are delicate and personal matters to be dealt with and That he “worked
for the father overseas in Switzerland.” Parlato told Yuri that he “didn't think he
would find any properties in Los Angeles” and that he thought the Plyams were
“some thieves who were probably half way to Mexico, or somewhere similar, by
now.” Parlato said he didn't think he was “going to find an office or anything like
it.” Parlato also said he was “very alarmed to find out that there was no contract

between Yuri and the Bronfman sisters where they had transferred over 26 million
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dollars without any writing,” Parlato said that “that bothered him and the father.”
Parlato told the Plyams that he thought they “had taken advantage of the Bronfiman
sisters.” Parlato told the Plyams that when he “heard that the Bronfmans had wired
$26 million without any agreement he thought Natalia and Yuri were con artists.”
Parlato repeatedly told Yuri that “Edgar Bronfiman, Sr., the fathe;, thinks you are
scum because you are-friends with Raniere. You are a liar, just like Raniere.”
Stating that the “Bronfmans’ father had sent him to Los Angeles to secure his
daughter's share in the project,” Parlato bullied the Plyams.
The Parlato four made the Plyams feel, in different ways, that they were up against
Raniere, Salzman and Edgar Bronfman, Sr., the father, whose goal was to protect
his daughters, Sara and Clare, from an unscrupulous Raniere.
Parlato told the Plyams that he “and the father thought that there was no real estate
in Los Angeles and that the Plyams were in cahoots with Raniere to fleece the
Bronfman sisters.”
Parlato’s face expressed surprise and disbelief while he looked around the Precision
Development office. Ken Thomas, who was wearing his dark g]asses indoors, said
“it happens all the time that the rich get taken advantage of.”
To Yuri, Parlato sounded and looked like someone had told him that Ywuri didn't
want to sign any contract. Parlato didn’t say it, but implied it, as his face expressed
suspicion and distrust. Yuri immediately told Parlato that he had been trying to geta
contract signed for over two years now and that he was not the one who was
delaying it. Yuri then went into his office and printed out the latest contract he had
send to Raniere for approval on December 11%, lgss than a month before. When
Yuri showed it to Parlato, he looked surprised and confused.

Parlato adamantly told Yuri, that it was he, not the Bronfmans, who didn't want the

[Proposed] VERIFIED THIRD AMENDED CROSS COMPLAINT
53




17
18
19
20

21

23
24
25
2%

269.

270.

271.

272.

273.

274.

contract signed. Yuri told Parlato that he did want the contract signed and was
willing to sign it any time. Parlato told Yuri to give him a set of blue prints for all
the properties forthwith. Yuri directed one of his drafters to make copies
immediately. Yuri gave the blue prints to Parlato. At the same time Yuri offered to
provide the Precision Development accounting books to Parlato, but Parlato said at
that time he was not interested.

Parlato told Yuri that the whole reason he came to California was to make sure the
agreement was signed. Parlato told Yuri that is what he was “hired to do so why
would they bave him come out there if they knew that Yuri wanted to sign the
agreement?”

The Plyams heads continued to spin; they did not know what to believe.

Because Raniere had not returned Yuri’s phone call, Yuri thought that maybe the
father was pulling the strings after al] because for years Ra;1i8r6 had told him Edgar
Bronfman was his enemy, the one who was behind the Forbes Magazine cover story
and the one who wanted to sabotage NXIVM.

On January 5, 2008, the Plyams met early with Parlato, Avino, Thomas and Del
Negro and took them on a tour of Precision properties. Yuri kept offering to show
Parlato the books, but he still was not interested.

Because Yuri thought that Parlato didn’t know his way around Los Angeles, Yuri
planned on taking his entourage on the tour in his SUV. When Yuri told Parlato they
would take his car, Parlato said, “No, we will take my car. When Yuri explained to
Parlato that it would be better and faster to take his car, he insisted and almost
looked and acted like Yuri had some ulterior motive for taking his car and would
harm him if we traveled in it.”

Yuri didn’t care and got into Parlato’s vehicle with the four men. Ken Thomas was
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recording everything with a video camera. Yuri proceeded to take Parlato to
approximately five properties. When Parlato asked Yuri why there were only a few
people working on some lots, Yuri explained that it was Saturday and laborers
usually don't work on Saturday. Yuri said tlﬁt workers only work on Saturday if
they want to and only on the sites where the supervisor would be that weekend. Yuri
forther explained it something that Precision didn't even offer until a few months
back so they could speed up Precision Development’s progress.

Suspicious because He didn’t see 125 employees at the various properties, Parlato
kept a tally, but never asked the Plyams about it. Parlato and Del Negro
manufactured the concern that there were apparently laborers and resources used on
properties owned by the Plyams and that something needed to be done in a hurry.,

When they returned to the Precision office, Parlato asked Yuri to go with him into

-Yuri’s office so that they could “talk privately.”

In the privacy of Yuri’s office, Parlato told Yuri that “Father Bronfinan has been
trying to get the girls out of the cult for a long time, that he knows that Raniere uses
Salzman as a front, and that the father would feel 100 percent better if Salzman was
not part of the partnership.” Parlato said “if Salzman is part of the partnership, then
Raniere benefits from the partnership.” Parlato said “the last thing the father wants
in his old age is to contribute financially to Raniere because Raniere is screwing
over his little girls. So if Salzman is in the parmérship, it's same as having Raniere
in the partnership.”

Parlato then told Yuri said that “Raniere was having sex with Sara and that her
father knew it because he (Parlato) installed a secret camera on Sara's computer.”
Parlato also said that he was “helping Clare” whom he characterized as “a dyke™ to

bring her long time girlfriend from England to New York.
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Parlato called Raniere “a swindler” and NXIVM *“a cult.”
Yuri thought that Raniere, the man who had always been true to his word when
satisfying margin calls for huge sums of money, could never have sent this guy who
talked so degradingly about NXIVM and the Bronfman sisters.
Yuri explained to Parlato that no “matter how he looked at Raniere, the Precision
Development project was a good thing for Bronfmans.”
Then, Yuri and Parlato exited the office. After Parlato talked to Yuri in the office,
and again confirmed that Yuri would, in fact, sign a contract, he told Yuri that the
Bronfmans’ lawyer was supposed to have flown out that day, Parlato asked, “Yuri
can you get David, your lawyer, to come on Sunday. Our lawyer is flying out
tomorrow and if we can wrap this up, we can have business as usual and the money
for the payroli would be available on Monday.” Yuri again expressed concern to
Parlato that he needed funds to continue working, that he had no money to go
forward and he needed the wire that Natalia had requested over a week earlier. They
agreed to meet again the following day at 1 p.m.
Yuri interpreted Par_lato’s approach of speeding up the resolution to take place on
Sunday to show that he was concerned about the business and didn't want to
disrupt it By not having money to pay the workers.
Again, Yuri offered to provide the accounting books to Parlato, but he said “not
now, later.”
The Plyams told Parlato and Del Negro that if the laborers and bills were not paid,
the operation would shut down.
Parlato was holding back payroll in order to coerce the Plyams. Precision’s payroll
money was due to ADP, the payroll service, the next day, Monday, and the Plyams

did not have it.
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On Sunday, January 6, 2008, the Plyams, and their attorney, David Pillemer, met at
the Precision Development offices at 1 p.m. so they could be sure to th least get the
payroll money on Monday. Parlato was two hours late. He arrived with Ken
Thomas, Lou Avino and Paul Grenga, whom he introduced as the “Bronfmans’
lawyer who had flown in from the East Coast.” Parlato explained Jim Del Negro’s
absence by saying when he learned Yuri would sign a contract, he returned to the
East Coast.
Yuri again expressed his concern for getting funds for payroli and explained that if
he didn’t receive them, they couldn't continue.
Yuri told Grenga that it might be smart to tell the workers to take a week off as there
was no current funds to pay them. Grenga responded such “may be a breach of
fiduciary duty on your part.”” Grenga told Yuri if he were to make that decision only
to then bave the money become available, it was unnecessary to tell the workers to
take a week off.
Youri asked Grenga if he should tell the workers to stay home until that matter was
resolved. Grenga said that as soon as Yuri signed everything, it would be “business
as-usual” and that it “would not be a problem to get the money wired ASAP.”
Parlato told Yuri that “Father Bronfman may be interested in investing without
Salzman in the future.” Parlato explained that “because Salzman fronts for Raniere,

any money Papa Bronfman were to invest if she were partner would go to Raniere.”

Parlato said, “Papa Bronfman doesn't want that and he doesn't want his daughters to

be associated with Raniere.”
Both Parlato and Grenga said that they “worked for Mr. Bronfman who, because he
knows Salzman is fronting for Raniere, wants to minimize her involvement,

especially if we are moving forward.”
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Parlato further said that father Bronfman wouldn't “be interested in such small

- projects and would consider putting up another $50 million if everything ends up

being kosher.”

Parlato aiso said that Yuri “signing the contract would go far to show father
Bronfman good faith and help him make a positive decision towards doing business
with him in the future.”

Because the April 2005 Precision agreement was a boiler plate agreement whereby
Yuri and Salzman each owned 50 percent, there was no agreement that gave any
rights fo the Bronfinan sisters. In addition, as to Castle Asset Manageme'nt, there
was no agreement that gave the Bronfman sisters any right in that entity either.
Initially, the idea of David Pillemer, the Plyams’ lawyer, was to amend the current
operating boiler plate agreement that was signed when Yuri forméd Precision
Development in April 2005.

Grenga rejected the idea and went into Yuri’s office where he was alone for about
ninety minutes.

While they waited for Grenga, Parlato, Pillemer and the Plyams talked. Pillemer
largely talked about his vacation in South America on which he was scheduled to
leave the next day. Yuri frequently stressed the fact that “tomorrow was

Monday, January 7, 2008 and he needed to pay 140 people, and that he didn't know
what was going to happen next.”

Parlato assured both Yuri and Natalia that a wire for $400,000 would arrive
immediately vpon them signing the contracts and everything would then go back to
normal.

Parlato again explained that Edgar Bronfman, Sr., didn't like Nancy Salzman.

Parlato again said “Mr. Bronfinan was interested in substantially investing as much
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as $50 million in Precision if things checked out right and, that, for a billionaire like
him, this is a little project.” Parlato talked about “continuing to operate Precision
Development and Castle Asset Management without Salzman.”

Parlato explained again that “Papa Bronfman didn't like Salzman and since he was
interested in giving the Plyams big money if things checked out right, that they
could continue operating CAM without Salzman so she did not need to be on the
Castle Asset Management contract.” As to the Precision Development contract,
however, since there already had been a deal made regarding this particular project,
Parlato said “Salzman could not be removed.”

Every 10 minutes or so Parlato would step out to use the phone. When he returned,
Parlato said he “just got off phone with Papa Bronfman.”

Grenga emerged from the office with two contracts. Both Grenga and Pillemer
reviewed them. The Plyams trusted Pillemer as he had been their attorney for
several years at this point.

The Precision agreement gave the Bronfman sisters 33%, Salzman 33% and Yuri
Plyam 33%. Yuri thought he was satisfied to formalize an agreement that he had
tried to get signed for years. (Exhibit A)

The Castle Asset Management contract gave 55 percent ownership to the
Bronfimans and 45 percent to Yuri. It gave none to Salzman. (Exhibit B)

In fne context of all of this, the Plyarmns signed the agreements

Th;a Plyams would never have signed any of the documents if they had realized they
were signing away control of the Precision Development project, including the
construction arm, Castle Asset Management. The Plyams never would have signed
any of the documents if they felt that they had some leverage in holding things off

and if they were aware that Yuri’s pre-existing anxiety disorder was being leveraged
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to cause him to rush into signing. The Plyams also needed the money, however, to
continue running something that they had built painstakingly, without pay, from
scratch. Had the Plyams not been so vulnerable, emotionally and financially, and if
they had possessed sufficient cash to take care of immediate expenses, they would
have never signed the Castle Asset Management agreement, and instead would have
kicked Parlato out of the office.
Parlato seemed very happy and told Yuri that “the father will be happy, too,” and
the funds should be in the account by the time the Plyams got *“‘to work tomorrow
morning.”
On Monday morning, January 7, 2008, Yuri and Natalia checked the bank accounts
for both Precision and Castle Asset Management, but no money had been deposited.
All time on the way to work, which was about 1 hour away, since the Plyams lived
in Northridge at the time, Yuri tried to call Parlato, but only got his voice message.
Finally, Parlato called him back and told him he would come to the office shortly
“to discuss things.” Yuri told him that the money was not there and that he was
losing trust in him. Yuri also told Parlato that his commoditics experience if
someone says they will wire money and they don't, all trust is lost and Yuri is
starting to distrust him.
Parlatq said he “understood” and that he was “very close to getting the money.”
Parlato said he knew Yuri had assets to wire his money to cover the immediate
payroll and that he would reimburse Yuri as soon as the wire arrived. Parlato told
Yuri he was “very close to getting the wire.” Yuri told Parlato he was very
concerned because the Bronfman sisters were not communicating. Parlato
responded, “They want to and will as soon as things are ironed out.”

Natalia deposited $60,000 of the Plyams’ money to cover expenses and thereafter
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deposited an additional $40,000.

At the Precision office, the Plyams waited for Parlato. As each hour passed, Parlato
would call and say he's an hour away.

At around 4 p.m. Parlato, Thomas and Avino arrived, again without Grenga.

Parlato came into Yuri’s office and started asking Yuri questions about NXIVM.
Parlato asked how much Yuri “knew about them, whether or not they were
ciestructive, and whether or not Raniere was having sex with the Bronfiman sisters.”
Yun told him that he was not in the group, that his relationship with them had been
“very business oriented” and that he didn’t “care about any of these other things.” |
Yuri told him that he wasn't very interested in the courses, but these people were
very nice to hjm, gave him a great opportunity and as far as he was concerned it had
been all about business. Parlato again repeated that “the father is concerned about
his daughters, he feels that Ranjere took advantage of his babies.” Parlato said that
the “father wanted to get the girls out of NXIVM” and that Parlato was “helping
father achieve that end.”

Yuri suggested that Parlato ask the sisters to move to Los Angeles and help with the
Prccisioﬁ project and that it would help them understand the business better. Parlato
said that they were too close to NXIVM and he doubted that it would be possible to
do that.

Parlato said that he was “trying hard to get the money and by tomorrow morning it
should be there.” Yuri didn't know what to think and was desperately concerned
about the workers getting paid and the project falling behind.

Yuri did not understand why Raniere, the Bronfmans or Salzman would not take his
calls. The Plyams a;ked Parlato if he knew. Parlato said “they are not talking to you

until we resolve this issue with Precision.” Yuri was angry that without pay he had
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spent three years trying to make Precision Development succeed and the people
whom he had thought were his friends were throwing him under the bus. Yuri was
angry that Raniere wouldn't pick up the phone and talk with him. Ywuri was angry at
Parlato because he was causing big problems for the project. Yuri also felt trapped
because he and Nat_alia had no money and their employees were nervous about
Parlato and his guys looking like mobsters, going around sites asking questions.
For the third time, Yuri offered to provide the accounting books to Parlato, but he
said that he was “too busy dealing with Papa Bronfman and would get to it later.”
Yuri was angry at Parlato because no money had been wired as promised, but Yuri
was also feeling desperate because he really needed the money to pay all the
workers.
Yuri also called the Bronfman sisters that evening when he got home and left a
message on their machines that he needed to talk with them and to please call back.
Yuri also asked how they were doing, that he was very concerned about their
decision and that he would appreciate if they would call him back.
On Tuesday, January 8, 2008, again there was no money in the account. Yuri
telephoned Parlato to find out about the money. Parlato says a lot of things were
going on in Albany and that's why the money had not yet coing:. Yuri again told
Parlato that he was very upset and suspicious because he had not kept his word.
Parlato explained that “something had happened” which Yuri needed to hear so he
would be in shortly.
Parlato again suggested Yuri advance the money for payroll and immediate
expenses because since “they are close to straightening things out in Albany the
money should arrive that day or first thing in the morning.”

At about noon Parlato came into the office and paced back and forth with intensity.
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Parlato continued to tell Yuri that “the reason the father didn't want to deposit
money was because Salzman was still involved in the partnership and once again
how he knew that if Salzman gets money or help it goes fo Raniere and that he
doesn’t want to support Raniere.” Parlato told Yuri that “the father’s plan had been
to buy out Salzman’s share thus making sure Raniere doesn't benefit from this
business venture and that earlier that day Bronfman bought out Salzman for §3
million.

When Parlato told Yuri this; Yuri felt befrayed. Yuri thought 1. Why wouldn't
Nancy, his friend call him to discuss this. 2. How come no one offered him to buy
her share 3. How come all this is happening behind his back and 4. Maybe he should
have them buy his share as well because he had no intention of continuing business
the way things had been going the last few days. |

Yuri wanted everything back the way it had been and had hard time accepting the
fact that it wasn't going to happen anytime soon.

Parlato told Yuri that the reason the Bronfinans do not want to wire money was
because they don't want c_ult involvement in this project so now that Salzman was
out, “we can move forward now and it's all going to be good for everyone.” Parlato
said that “father Bronfman was more powerful than the cu}t and to not cooperate
with him would be much more detrimental than to not cooperate with the cult.”
Parlato said, “Yuri, if you start trouble with cult it's one thing, but don't start trouble
with someone with unlimited means.” Parlato told Yuri “If you don't cooperate, it
will be World War INl.” Yuri thought to himself, “After all who am I to go against
the eighth richest guy in the world?”

It made a certain amount of sense to Yuri that if Parlato was working for Mr.

Bronfinan, they wouldn't want to support Salzman/Raniere in any business venture
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because to do so would enrich Raniere who was the enemy of the senior Bronfman
because Raniere had recruited the Bronfman sisters into the cult. Yuri sort of
understood or wanted to understand.

Pa:la';o had calmed down and then told Yuri that he was concerned that the Plyams’
spreadsheets were off by about $1.2 million.

Thomas said he was “an expert in accounting” and was adamant about the sheet
being off. Yuri told him it's an excel spreadsheet and because it calculates for you,
there's no chance of a final nﬁmber being off. Natalia took Thomas into Yuri’s
office and proceeded to show him that everything was in line. Thomas kept going
on and on until Parlato told Thomas sharply to “stop” what he was doing and that
“he didn't care about what happened in the past he was concerned with moving
forward.”

Yuri again offered to provide owr accounting books to him, but he said af that time
he was not interested.

Yuri told Parlato that without the funds, nothing would work and that his persistent
refusals to provide funds really bothered him. Yuri told Parlato that he was at the
point where he will not be cooperative much further if he continues to refuse to
deposit the funds.

Each day because Parlato was late and becanse the Plyams’ drive home to
Northridge was long, they ended up getting home late at night. Parlato also called
Youri nightly and told him that he talked with the father and one time the father felt
good, the other time the father felt bad. The Plyams lacked sleep and were
physically and emotionally exhausted.

On January 9, 2008, Yuri awoke from a fitful sleep in a stage of panic. He couldn't

stop moving, felt clammy and had cold hands. The workers were up in arms for not
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having been paid and were looking to him to pay them. Yuri couldn't relax no matter
what and felt very conflicted. He went over many scenarios with Natalia which
included, but were not limited to, the following:
Does Parlato, who to Yuri appeared to be a loser, really work for the father?
Ranjere and the Bronfmans have been so nice to us they would never set us up;
what’s happening makes no sense.
What's happening with East Coast? They are not calling us. We don't understand
what's going on.
Parlato accused Yuri of stealing and wanted to take his property from him.
The workers needed to be paid and there's no money with which to pay them. These
people bad been with Yuri for two years in same office.
Different properties were in disarray; work needed to continue.
Was this guy really going to give Yuri the money or was he full of it?

The workers were talking about quitting if Parlato took over.

The ficld workers were calling Yuri’s house with death threats because money was
owed to them for last week’s labor.

Creditors were calling for payment on the loan from Caterpillar for seven pieces of
equipment that Yuri personally signed for.

Payments for loans on properties were not going to be made and Yuri’s credit was
going to be ruined.

The office lease was in his name and he signed for that, too.

At5 p.m. on January 9, 2008, Parlato called Yuri and invited him and Natalia to
dinner to “discuss business.” The Plyams met Parlato at McCormick and Schmidt.
Parlato mumbled a lot during dinner about how he liked east coast, hated Los

Angeles, and can't wait to go back home after he got a grip of the project. Parlato
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told Yuri that “it would be important to keep your nose clean because father
Bronfiman can really help you go to the next level with this project.” Parlato
mumbled that “if you don't cooperate, he can destroy you. It is best you cooperate -
and not make waves.”
In exasperation, Yﬁri asked Parlato why he wasn’t interested in seeing the
accounting records, but Hs response was that he would get to it later.
After he paid for dinner, he suggested to Yuri that they go to his hotel and have a
drink. Although it was late, the Plyams didn’t fee! like they had much of a choice,
because they sorely needed the promised money to pay the workers what they had
already earned one week earlier and at this point it was worse than ever.
The Plyams arrived at the Beverly Hilton Hotel past midnight, knowing they had a
forty—minute drive home. The Plyams’ attorney, David Pillemer, had left for his
three-week vacation cruise in South America three days earlier. They met Patlato at
the bar. Paul Grenga, Ken Thomas and two additional men whom the Plyams had
not previously met accompanied him. While Grenga was drinking a lot of alcohol,
the Plyams drank nothing.
Parlato sat across from Yuri while Grenga sat next to him. Parlato frequently
interrupted to talk on his cell phone.
Grenga told Yuri that he had previously been in a land partnership where he, too,
had been developing his own property during same time. Grenga said that the
partnership had problems with his own project so he just gave his property to the
partnership. Yuri was listening but confused and did not understand Grenga’s point.
Parlato then interjected and said, “Listen, we like you, but we don't know if we can
trust you. In case you stole money, you should give us Hayvenhurst and we will be

even and we can continue.” The Plyams had purchased the Hayvenhurst property
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two months earlier for $1.7 million.
Yuri looked at Parlato and said, “Why not hire an accountant and just count the
money. You want me to give you my property to show my good faith. Not gefting a
salary for three years shows good faith.”
In response, Parlato took out another agreernent, this one appointing him the CEO
and Grenga said, “Look, Yuri, we can have a pissing contest, but the truth is the
girls own 66 percent now that Salzman is out so even if you don't agree they have
majority and they have given Parlato power of attorney.” Parlato showed Yuri the
power of attorney document.
Yuri realized that one way or anothér Paxlato was going to be the boss. Parlato theh
said, “Look, I just need to understand this project better. Sign this. I will be the CEO
for a few months, then I will go back to Buffalo and you will get your control back.”
Parlato said, “I need your help to continue with this. You can help me and in a few
months you will be back in charge.”
Yuri responded, “Why don't I just sit back and go on vacation? Since I own 33
percent, I'll just wait for you to finish the project and get my share without doing
any further work.”
Parlato then said, “I need you, but if you don't sign this, it's going to get nasty.”
Yuri felt that against the Bronfman money, he had no choice. On January 10, 2008,
Yuri signed the agreement that was dated January 8, 2008. (Exhibit C)
Cross-complainants are informed and believe and allege thereon that one month
Iater, after discussing it with Raniere and Sara Bronfman, Clare Bronfman fired
Frank Parlato.
Cross-complainants are informed and believe and allege thereon that Clare

Bronfiman then appointed Jim Del Negro to ron Precision. Cross-complainanis are
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informed and believe and allege thereon that there is no written agreement between
Clare and Del Negro. Cross-complainants are informed and believe and allege
thereon that Clare believed that Del Negro had no construction background and ran
a business with his wife involved in childhood education. Cross-complainants are
informed and believe and allege thereon that although Del Negro had no
contractor’s license, Clare trusted him because since he worked Wlth her at NXIVM,
they both had a “certain ethical level in the organization and the organization with
regard to people’s calibers, and so forth.”

352. Cross-complainants are informed and believe and allege thereon that Clare did not
review the complaint or the initial declarations in this case.

FIRST CAUSE OF ACTION
FOR DECLARATORY RELIEF AND

SEEKING IMPLIED EQUITABLE INDEMNITY |
AGAINST KEITH RANIERE, NANCY SALZMAN, SARA BRONFMAN, CLARE

BRONFMAN, FRANK PARLATO AND JAMES DEL NEGRO

353. Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations as though set forth herein, and by this reference makes them a part
hereof.

354,  On or about January 25, 2008, plaintiffs filed the complaint herein against
defendants and cross complainants Yuri Plyam, Natalia Plyam and Mikhail Plyam,
and each of them, for unfair business practices, conversion, constructive trust,
breach of fiduciary duty, breach of contract, specific performance, and conspiracy
seeking compensatory, punitive and restitution damages as well as possession of
nine (9) discrete pieces of developed and undeveloped real property, including the
Plyams’ family home, based on the claim the Plyams diverted investment money

from the Bronfmans to the Plyams’ benefit by using said money to purchase and
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develop said nine (9) pieces of real property. Cross-complainants deny this
allegation and assert said properties were purchased with cross-defendants” own
money which in no way was derived from money transferred by the Bronfmans.
If plaintiffs sustained damages as alleged in their complaint, such damages were
caused entirely, or partly, by cross-defendants Raniere, Salzman, Sara Bronfman,
Clare Bronfinan, Frank Parlato and James Del Negro as hereinabove alleged. ’The
gravamen of this cause of action is that Raniere is a cult leader who exercised
complete and total control over cross-defendants Salzman, the Bronfmans, and Del
Negro such that Raniere exercised dominion and control over the entirety of
Bronfmans fortune and the NXIVM side of the Precision Development real property
venture that is the basis for the complaint herein. In the exercise of such complete
and total control over said cross-defendants and over the fortune of the Bronfimans,
Raniere in conjunction with directing funding of the Precision _Development real
property venture funded by the Bronfmans’ fortune, concomitantly and recklessly
expended said fortune on the satisfaction of his uncontroilable addition to gambling
and risk which manifested itself in losing approximately $65 million trading on the
commodities market. Because Raniere was spending the Bronfmans’ money on his
gambling habit at the same time he was directing the funding of the Precision |
Development real property venture, and due to the extent of the losses Raniere
thereby incurred on his gambling habit, he directed his cross-codefendants,
including Parlato, to sabotage the Plyams’ control and operation of Precision
Development by cutting off funding to the Plyams from the Bronfman money after
he caused the Plyams to rely on such funding and to exploit Yuori Plyam’s pre-
existing mental illness and clinically diagnosed anxiety disorder in order to terrorize

and unduly influence him so as to steal his control of Castle Asset Management and
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Precision Development.

An actual controversy has arisen and now exists between the Plyams and cross-
defendants such that responsibility, if any, for the damages claimed by plaintiffs
rests entirely or partially on said cross-defendants; and

That as a result, cross defendant, Raniere, Salzman, Sara Bronfiman, Clare
Bronfman, Frank Parlato and James Del Negro are is obligated to partially or fully
indemnify cross complainants for such sums which cross complainant may be
compelled to pay as a result of any damages, judgment, or other awards recovered
by plaintiffs against cross complainants.

Cross complainants desire a judicial determination of the respective rights and
duties of cross complainants and cross defendants with respect to the damages
claimed in the complaint of plaintiffs herein. In particular, cross complainants desire
a declaration of the respective liabilities of cross complainants and cross defendants
for such damages, if any, and a declaration of cross defendant’s responsibility to
indemnify cross complainants for the sums which cross complainants may be
compelled to pay and for which cross defendant has been determined responsible.
Such declaration is necessary and appropriate at this time in order that cross
complainants may determine their rights and duties with respect to the claims of
plaintiff herein for damages. Furthermore, the claim of the plaintiffs and the cross
complainants arise out of the same series of transactions and real property business
venture, and the determination of both in one proceeding is necessary and
appropriate in order to avoid the circuitry and multiplicity of actions that would
result if cross complainant is required now to defend against the claims of plaintiffs
and then bring a separate action against cross defendants for indemnification of

sums which cross complainant may be compelled to pay as the result of any
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damages, judgment, or other awards recovered by plaintiffs against cross
complainants.

WHEREFORE, cross complainants pray for judgment against cross-defendants as
set forth in the section entitled Prayer for Relief, below.

SECOND CAUSE OF ACTION FOR FRAUD AND DECEIT

AGAINST KEITH RANIERE, NANCY SALZMAN, SARA BRONFMAN, CLARE

361.

362.

363.

364.

BRONFMAN, FRANK PARLATO AND JAMES DEL NEGRO
Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations and 354 through 359 as though set forth herein, and by this reference
makes them a part hereof.

On or about early Decemnber 2007, the Plyams met with Raniere, Salzman, Sara
Bronfman and Clare Bronfman, because the Plyams were concerned about their
continued ability to have enough money and cash flow to continue with the
Precision Development venture unless they were able to obtain a loan which at that
time they actively sought. In this regard, the Plyams voiced their concerns about the
continued viability of the project if they were unable to obtain a construction loan,
The Plyams asked Raniere, Salzman and the Bronfinans whether they should scale
back the project until they were able to obtain approval for the loan.

The Plyams additionally explained that a few months before, they had applied for a
$5 million construction loan that would secure the building of 4-5 properties for
which they already had permits. The Plyams explained that they needed help in
finding good lenders just so they could be safe, and, in the alternative, they could
slow down the rate of Precision Development construction.

In direct response to said inquiries by the Plyams, cross defendants Raniere,
Salzman, Sara Bronfman and Clare Bronfman falsely and fraudulently represented

to the Plyams “we have your back,” to “continue full blast” and that they “were
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behind you 100 percent.”

In further direct response to the Plyams inguiry whether they should slow down,
Raniere further told Yuri there was $5 million that he had “put away for trading,"
but it was ear marked for Precision Development in case it needed a “bridge loan.”
When Yauri told them he could “slow down,” Raniere, Salzman and the Bronﬁrians
said not to.

Said facts were, in fact, false. The true facts were that Raniere, Salzman and the
Bronfmans knew that Raniere’s reckleéss and compulsive gambling in commodities
had almost exhansted the Bronfmans® supply of money because Raniere had used
$65 million in this manner. Therefore, Raniere, Salzman and the Bronfimans knew
that they would not be able to continue to fund the Precision Development venture.
In fact, at this time Raniere knew fhat he intended to steal control of the Precision

Development venture by using the Bronfmans, Salzman and Parlato to implement a

strategy designed to exploit Yuri’s pre-existing clinically diagnosed anxiety disorder

to ﬁmctionaily disable Yuri and to cause him emotional chaos and panic and that in
no way did be have Yuri’s back.

When cross defendants made said representations, they, and each of them, knew
them to be false, and these representations were made by cross defendants with the
intent to defraud and deceive the Plyams and with the intent to induce the Plyams to
continue to proceed “full bore” with Precision Development construction and
otherwise act in the manner herein alleged. Said misrepresentations were made for
the additional purpose to cause the Plyams to become complete\;ly dependent and
vulnerable upon the wire transfers commanded by Raniere and avthorized by the
Bronfmans with the knowledge that Raniere, Salzman and the Bronfinans would

then cut the Plyams off from such wire transfers and send Frank Parlato into the
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business to pressure and aggravate Yuri’s anxiety disorder so as to disable him and
therefore facilitate the theft of the Precision Development venture from him and his
wife.

The Plyams, at the time these misrepresentations were made by cross defendants,
and at the time plaintiff took the actions herein alleged, were ignorant of the falsity
of cross defendants’ representations and believed them to be true. In reliance on
these representations, the Plyams were induced to and did continﬁe the Precision
Development venture “fufl bore” and unwittingly caused themselves to become
vulnerable to being cut off from cash, and, as to Yuri, more vulnerable to having his
anxiety disorder exploited all of which increased the Plyams’ susceptibility to
manipulation by cross-defendants, and each of them.

Had the Plyams known the actual facis, they would have not continued the Precision
Development project “full bore” and would have protected themselves from
becomiﬁg financially overextended. The Plyams’ reliance on such representations
was reasonable and justified because for almost three years, Raniere had ordered
and the Bronfmans had authorized large wire transfers of cash to support the
Precision Development venture, becausé Raniere always satisfied gigantic margin
calls when pursuing his commodities trading through Castle Trading, Inc., because
Raniere and Salzman had placed themselves in the role of the Plyams’ spiritual
advisors, because the Plyams thought Raniere, Salzman and the Bronfmans were
their friends and because the Plyams therefore trusted Raniere, Salzman and the
Bronfans would be true to their words b;acause always in the past they had been so
true.

As a proximate result of cross defendants’ fraud and deceit and the facts alleged

herein, the Plyams were induced to spend many hours of their time pursuing the

Proposed] VERIFIED THIRD AMENDED CROSS COMPLAINT
73




10

11

12

13

14
15
16

17

21

23
24
25
2
27

iog

371.

372

373.

@ @
Precision Development venture, were made dependant and vulnerable on the
continuing infusions of cash, Yuri was exposed to the exacerbation of his anxiety
disorder so as to disable him and therefore facilitate the theft of Development, LL.C
and Castle Asset Management, LLC, from the Plyams and the Plyams were set up
such that they could lose personal assets in the form of real property that had little,
if anything, to do with the venture. The Plyams have therefore been damaged in an
amount to be proved at trial.
The aforementioned conduct of cross defendants was involved intentional
misrepresentations of fact, deceit, and/or concealment of a material fact known to
defendants with the intention on fhe-part of defendants of depriving the Plyams of
real property and legal rights and/or otherwise causing injury, and was despicable
conduct that subjectc_ad the Plyams to cruel and unjust hardship in conscious and
deliberate disregard of the Plyams’ rights, so as to justify an award of punit_ive
damages.

THIRD CAUSE OF ACTION
FOR FRAUD AND DECEIT

AGAINST KEITH RANIERE, NANCY SALZMAN,
SARA BRONFMAN, CLARE BRONFMAN,

FRANK PARLATO AND JAMES DEL NEGRO
Cross-Complainants refer to and re-alieg’c paragraphs 1 through 352 of the General
Allegations, and 354 through 359 and 362 through 370 as though set forth herein,
and by this reference makes them a part hereof.

On or about December 3, 2007, December 8, 2007, December 14, 2007 and
December 25, 2007, cross-defendants Raniere, Salzman, the Bronfinans, Parlato and
Del Negro falsely and fraudulently represented to the Plyams that Frank Parlato was

areal estate lender who would assist the Plyams in obtaining a loan for the Precision

Development project or who would provide a loan for the Precision Development
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project himself.
Said representation was, in fact, false. The true facts were that Raniere, Salzman, the
Bronfmans and Parlato knew that Parlato would act in whatever ways effective to
remove control of the Precision Development venture from the Plyams because
Raniere, Salzman and the Bronfmans knew that Raniere’s reckless and compulsive
gambling in commodities had almost exhausted the Bronfmans’ supply of money
and the Bronfmans no longer could continue to finance the Precision Developmeént
venture.. In fact, at this time Raniere knew that he intended to steal control of the
Precision Development venture by using the Bronfmans and Parlato to implement a
strategy designed to exploit Yuri’s pre-existing clinically diagnosed anxiety disorder
so as to disable him and therefore facilitate the theft of the Precision Development
venture and that in no way did Frank Parlato intend to loan, or facilitate any loan to
assist the conﬁnued viability of the Precision Development venture,
When cross defendants Raniere, Salzman, the Bronfmans and Parlato made said
representation, each of them knew it to be false, and this representation was made
with the intent to defraud and deceive the Plyams and with the intent to induce the
Plyams to act in the manner herein alleged and result in the stealing of control of
the Precision Development. venture
Said misrepresentation was made for the additional purpose to pressure and
aggravate Yuri’s anxiety disorder so as disable him and to facilitate the theft of the
Precision Development venture from him and his wife.
The Plyams, at the time this misrepresentation was made by said cross defendants,
and each of them, and at the time the Plyams took the actions herein alleged, were
ignorant of the falsity of cross defendants’ representation and believed it to be true.

In reliance on this representation, in conjunction with the financial dependency
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cross-defendant’s fraud and deceit had already generated, the Plyams were induced
to and did give up control of Precision Develépment and Castle Asset Management.
Had the Plyams known the actual facts, they wéuld have not have trusted in the
good faith of said cross-defendants, would not have allowed Parlato onto Precision
Development properties, would not have engaged with Parlato, would not have 7
signed the agreements as to Precision Development, Castle Asset Management and
acceding to Parlato’s control and would have not further exposed themselves to
Parlato’s manipulation, intimidation and pressure.
The Plyams’ reliance on such representations was reasonable because for almost
three years the Plyams, Raniere, Salzman and the Bronfmans had engaged in a good
faith business relationship for the purpose of obtaining the benefits that the
Precision Dévelopment real estate venture promised, because the Bronfinans had
authorized large wire transfers of cash to support the Precision Development
venture, because Raniere always satisfied gigantic margin calls when pursuing his
commodities trading, because Raniere and Salzman had placed themSeres in the
role of the Plyams’ spiritnal advisors, because the Plyams thought Raniere, Salzman
and the Bronfimans were their friends and because the Plyams therefore trusted they
would be true to their words because always in the past they had been so true.
As a proximate result of cross defendants’ fraud and deceit and the facts alleged
herein, the Plyams were induced to give up control of Precision Development and
Castle Asset Management, Yuri was exposed to the exacerbation of his anxiety
disorder and the Plyams were set up such that they could lose personal assets that
had little, if anything, to do with the Precision Development venture, The Plyams
have therefore been damaged in an amount to be proved at trial.

The aforementioned conduct of cross defendants was an intentional
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misrepresentation, deceit, and/or concealment of a material fact known to
defendants with the intention on the part of defendants of depriving the Plyams of
real property and legal rights and/or otherwise causing injury, and was despicable
conduct that subjected the Plyams to cruel and unjust hardship in conscious and
deliberate disregard of the Plyams’ rights, so as to justify an award of punitive
damages.

FOURTH CAUSE OF ACTION
FOR FRAUD AND DECEIT

AGAINST KEITH RANIERE, NANCY SALZMAN, SARA BRONFMAN, CLARE

382.

383.

384.

BRONFMAN, FRANK PARLATO AND JAMES DEL NEGRO

Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370 and 373 through 380 as though
set forth herein, and by this reférence makes them a part hereof.

From January 4 through January 9, 2008, as part of a strategy worked out in
advance among cross-defendants Raniere, Salzman, Sara Bronﬁnén, Clare
Bronfman and James Del Negro, Frank Parlato falsely and fraudulently represented
to the Plyams that he was in California at the direction of Edgar Bronfiman, Sr., to
accomplish the extraction and protection of Sara and Clare Bronfman from the
control of Raniere and Salzman and Raniere’s cult, NXIVM, and that his actions
pertaining to Precision Development and the Plyams was to further that stated
objective.

Said fact was, in fact, false. The true facts were that Raniere, Salzman and the
Bronfinans knew that Raniere’s reckless and compulsive gambling in commodities
had almest exhausted the Bronfinans® supply of money because Raniere had used
$65 million in this mnanner. Therefore, Raniere, Salzman and the Bronfmans knew

that they would not be able to continue to fund the Precision Development venture.
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In fact, at this time Raniere knew that he intended to steal control of the Precision
Development venture by using the Bronfinans and Parlato to implement a strategy
designed to exploit Yuri’s pre-existing clinically diagnosed anxiety disorder by
manipulating his concemns regarding Edgar Bronfman whom for years Raniere
inculcated in Yuri’s mind as his scapegoat, nemesis, bogeyman and enemy of all
that is good.

When cross defendant Parlato said representation at the direction of said cross
defendants, he, and each of them, knew it to be false, and this representation was
made by him with the intent to defraud and deceive the Plyams, psychologically
torture and torment Yuri, and with the intent to induce the Plyams to act in the
manner herein alleged and give up control of the Precision Development venture.
Said misrepresentation was made for the additional purpose to pressure and
aggravate Yuri’s anxiety disorder so as to disable Yuri and facilitate thé theft of the
Precision _Development venfure from him and his wife.

The Plyams, at the time this misrepresentation was made by cross defendant Parlato,
and at the time the Plyams took the actions herein alleged, were ignorant of the
falsity of cross defendant Parlato’s representation and believed it to be true. In
reliance on this representation, in conjunction with the financial dependency cross-
defendant’s fraud and deceit had already generated, the Plyams were induced to and
did give up control of Precision Development, Castle Asset Management and accede
to Parlato’s control thereover.

Had the Plyams known the actual facts, they would have not have tried to cooperate
with Parlato, would not have signed the agreements as to Precision Development,
Castle Asset Management and ceding contvol to Parlato and would have not further

exposed themselves to Parlato’s manipulation, intimidation and pressure.
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The Plyams’ reliance on such representations was reasonable because for almost
three years the Plyams, Raniere, Salzman and the Bronfmans had engaged in a good
faith business relationship for the purpose of obtaining the benefits that the
Precision Development real estate venture promised, because the Bronfmans had
authorized large wire transfers of cash to support the Precision Development
venture, because Raniere always satisfied gigantic margin calls when pursuing his
commodities trading, because Raniere and Salzman had placed themselves in the
role of the Plyams’ spiritual advisors, because the Plyams thought Raniere, Salzman
and the Bronfmans were their friends, because the Plyams therefore trusted they
would be true to their words because always in the past they had been so true,
because neither Raniere nor the Bronfmans had returned their calls or told them the
truth and because Parlato was said cross-defendants’ agent.
As a proximate result of cross defendants’ fraud and deceit and the facts alleged
herein, the Plyams were induced to give up control of Precision Development,
Castle Asset Management, cede to Parlato’s control, Yuri was exposed to the
exacerbation of his anxiety disorder such that he became practically disabled and the
Plyams were sét up such that they could lose personal assets that had little, if
anything, to do with the venture. The Plyams have therefore been damaged in an
amount to bé proved at trial.
The aforementioned conduct of cross defendants was an intentional
misrepresentation, deceit, and/or concealment of a material fact known to
defendants with the intention on the part of defendants of depriving the Plyams of
real property and legal rights and/or otherwise causing injury, and was despicable
conduct that subjected the Plyams to cruel and unjust hardship in conscious and

deliberate disregard of the Plyams’ rights, so as to justify an award of punitive
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damages.

FIFTH CAUSE OF ACTION
FOR FRAUD AND DECEIT

AGAINST KEITH RANIERE, NANCY SALZMAN,
SARA BRONFMAN, CLARE BRONFMAN, AND FRANK PARLATO
Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the ngeral
Allegations, and 354 through 359, 362 through 370, 373 through 380, and 383
through 390 as though set forth herein, and by this reference makes them a part
hereof.
On January 9, 2008, as part of a strategy worked out in advance among cross-
defendants Raniere, Salzman, Keeffe, Sara Bronfiman, Clare Bronfman and James
Del Negro, Frank Parlato falsely and fraudulently represented to the Plyams that
Edgar Bronfman had purchased Nancy Salzman’s interest in Precision Development |
LLC for $3 million.
Said fact was, in fact, false. The true facts were that Raniere, Salzinan and the
Bronfmans knew that Salzman had given her interest in Precision Developmént as
part of the strategy designed to exploit Yuri’s pre-existing clﬁicﬂly diagnosed
anxiety disorder by manipulating his concerns regarding Edgar Bronfinan whom for
years Raniere inculcated in Yuri’s mind as his scapegoat, nemesis, bogeyman and
encmy of all that is good,
When cross defendant Parlato made said representation at the direction of said cross
defendants, he, and each of them, knew it to be false, and this representation was
made by him with the intent to defraud and deceive the Plyams, psychologically
torture and torment Yuri, and with the intent to induce the Plyams to act in the

manner herein alleged and give up control of the Precision Development venture.
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Said mistepresentation was made for the additional purpose to pressure and
aggravate Yuri’s anxiety disorder so as to disable Yuri and facilitate the theft of the
Precision Development venture from him and his wife.

The Plyams, at the time this misrepresentation was made by cross defendant Parlato,
and at the time the Plyams téok the actions herein alleged, were ignorant of the
falsity of cross defendant Parlato’s representation and believed it to be true. In
reliance on this representation, in conjunction with the financial dependency cross-
defendant’s fraud and deceit had already generated, the Plyams were induced to and
did give up control of Precision Dweloﬁnmt, Castle Asset Management and accede
to Parlato’s control thereover.

Had the Plyams known the actual facts, they would have not have tried to cooperate
with Parlato, would not have signed the agreements as to Preciston Development,
Castle Asset Management and ceding control to Parlato and would have not further
exposed themselves to Parlato’s manipulation, intimidation and pressure.

The Plyams’ reliance on such représentations was reasonable because for almost
three years the Plyams, Raniere, Salzman and the Bronfians had engaged in a good
faith business relationship for the purpose of obtaining the benefits that the
Precision Development real estate venture promised, because the Bronfmans had
authorized large wire transfers of cash to support the Precision Development
venture, because Raniere always satisfied gigantic margin calls when pursuing his
commodities trading, because Raniere and Salzman had placed themselves in the
role of the Plyams’ spiritual advisors, because the Plyams thought Raniere, Salzman
and the Bronfinans were their friends, because the Plyams therefore trusted they
would be true to their words becanse always in the past they had been so true,

because neither Raniere nor the Bronfmans had returned their calls or told them the
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truth, and because Parlato was said cross-defendants’ agent.

As a proximate result of cross defendants’ fraud and deceit and tina facts alleged
herein, the Plyams were induced to give up control of Precision Development,
Castle Asset Management, cede to Parlato’s control, Yuri was exposed to the
exacerbation of his anxiety disorder such that he Vbecame practically disabled and the
Plyams were set up such that they could lose personal assets that had little, if
anything, to do with the venture. The Plyams have therefore been damaged in an
amount to be proved at trial.

The aforementioned conduct of cross defendants was an intentional
misrepresentation, deceit, and/or concealment of a material fact known to
defendants with the intention on the part of defendants of depriving the Plyams of
real property and legal rights and/or otherwise causing injury, and was despicable
conduct that subjected the Plyams to cruel and unjust hardship in conscious and
deliberate disregard of the Plyams’ rights, so as to justify an award of punitive
damages.

SIXTH CAUSE OF ACTION |
FOR INTENTIONAL INFLICTION OF EMOTIONAL DISTRESS

AGAINST RANIERE, SALZMAN, SARA BRONFMAN, CLARE BRONFMAN,

402,

403.

FRANK PARLATO, AND JAMES DEL NEGRO

Cross-CompIaﬁnants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, and 393 through 400 as though set forth herein, and by this reference makes
them a part hereof.

At all times mentioned herein cross defendants knew that Yuri suffered from a
diagnosed anxiety disorder, that the Plyams were financially dependent on the

continuing infusions of money from the Bronfimans, that Raniere was paranoid
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regarding Edgar Bronfman, Sr., and inculcated the Plyams with such paranoia.

404. The conduct of cross defendants, and each of them, was outrageous.

405. The conduct of cross defendants, and each of them, was intended to cause the
Plyams emotional distress and/or was perpetrated with reckless disregard of the
probability of causing emotional distress.

406. The Plyams, and particularly Yuri, did suffer extreme emotional suffering and
distress. As to Yuri, he is informed and believes and alleges thereon that the
c;xacerbati’on of his pre-existing anxiety disorder by cross defendants’ conduct was
deliberate and intentional and for the purpose of disabling him from being able to
protect his own financial interests in the real property venture of which Precision
Development and Caste Asset Management were constituent working parts. In
consequence thereof Yuri is informed and believes and alleges thereon that the
outrageous conduct of cross defendants aimed at exacerbating his clinically
diagnosed anxiety disorder did in fact cause post traumatic stress disorder.

407. The outrageous conduct of cross defendants was the actual and proximate cause of
the emotional distress the Plyams suffered.

408.  As the further proximate result of cross defendant’s conduct as herein alleged, the
Plyams have been damaged in amount to be proved at trial.

SEVENTH CAUSE OF ACTION _
FOR INTERFERENCE WITH PROSPECTIVE ECONOMIC ADVANTAGE

AGAINST RANIERE, SALZMAN, SARA BRONFMAN, CLARE BRONFMAN,
FRANK PARLATO AND JAMES DEL NEGRO

409. . Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as though set forth herein, and by this

reference makes them a part hereof.
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From February 2005 through the present cross-complainants had engaged in
economic relationships which contained the probability of future economic benefit;
From February 2005 through the present cross-defendants Raniere, Salzman, the
Bronfinans, Parlato and Del Negro were aware of the existence of said relationships;
From February 2005 through the present cross-defendants Raniere, Salzman, the
Bronfmans, Parlato and Del Negro engaged in intentional acts to disrupt said
relationships;

Said relationships were in fact disrupted;

The acts of cross-defendants Raniere, Salzman, the Bronfmans, Parlato and_Del
Negro proximately caused actual damage in an amount to be proved at trial.

EIGHTH CAUSE OF ACTION
FOR RESCISSION OF CONTRACTS

AGAINST PRECISION DEVELOPMENT, LLC, AND
CASTLE ASSET MANAGEMENT LLC

Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as though set forth herein, and by this
reference makes them a part hereof.
On or about January 6, 2008 and January 9, 2008, Yuri Plyam and/or Natalia Plyam
signed an agreement or contract as to Precision Development (Exh;"bit A), an
agreement or contract as to Castle Asset Management (Exhibit B), and an agreement
or contract giving Frank Parlato control over both Precision Development and
Castle Asset Management.
The Plyams executed said contracts based upon the false representations set forth
herein, duress in the form of threats to the Plyams economic, business and property

interests, undue influence in the form of taking unfair advantage of the Plyams’
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trust, confidence and weakness, and undue influence in the form of taking unfair
advantage of Yuri Plyam’s distress and weakness.

But for such false reprcsentaﬁons set forth herein, duress in the form of threats to
the Plyams economic, business and property interests, undue influence in the form
of taking unfair advantage of the Plyams’ trust, confidence and weakness, and
undue influence in the form of taking unfair advantage of Yuri Plyam’s distress and
weakness the Plyams would not have executed such agreements and contracts.
Cross-complainants therefore pray for judgment hereinafter set forth.

NINTH CAUSE OF ACTION
FOR CONSTRUCTIVE TRUST

AGAINST PRECISION DEVELOPMENT, LLC,

CASTLE ASSET MANAGEMENT LLC, KEITH RANIERE, NANCY SALZMAN,

420.

421.

422,

423,

424,

SARA BRONFMAN AND CLARE BRONFMAN
Cross-Complainants refer to and re-allege paragraphs 1 th:ough 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as though set forth herein, and by this
reference makes them a part hereof.

From February 2005 through January 2008, the Plyams advanced in excess of
$454,000 to Castle Asset Management on behalf of the Precision Development
venture.

As a result of the conduct of cross-defendants as alleged herein cross-complainants
have lost such money.

Therefore, Cross-Complainants are entitled to a constructive trust over the
properties belonging to Precision to enforce and secure the debts owing by the
Bronfimans, Salzman, Precision Development and Castle Asset Management to the
Cross-Complainants herein.

Natalia Plyam’s mother purchased and began the development of 3920 Knobhill in
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Sherman Oaks, and invested approximately $504,000 into developing the property.
Precision Development, LLC, subsequently purchased the Knobhill property, but
never paid for it.

Natalia Plyam’s mother assigned, in writing, her rights to recover from Precision
Development LLC, the Bronfmans and Salzman the monies due and owing to her.
That Cross-Complainants are entitled to a constructive trust over the property at
3920 Knobhill, Sherman Oaks, to the extent of the investment of Natalia Plyam’s
mothers in the Knobhill property and her proportionate share of the value of the
property at the time of sale of the property, after construction is complete, or even if
construction is not completed..

Cross-Complainants are entitled to a constructive trust over the Precision properties
to the extent of the monies paid by them for salaries and equipment, the monies used
and paid to purchase and improve Knobhill and other expenses incurred by the
Plyams on behalf of the partnership on its properties, in a sum of about of
$1,000,000 and to be proven at the time of trial.

TENTH CAUSE OF ACTION
TO QUIET TITLE

Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as thdugh set forth herein, and by this
reference makes them a part hereof.

The Plyams are the owners of the following properties:

a. 607 Roxbury, Beverly Hills CA

b. 439 Bayview Crt, Lake Arrowhead CA

c. 483 Meadow Bay Court, Lake Arrowhead CA

d. 4312 Hayvenhurst, Encino, CA
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e. 3941 Alta Mesa Drive, Los Angeles, CA

f. 1476 Angelo Drive, Los Angeles, CA

Cross-Complainants are informed and believe that the Cross-Defendants have now
recorded a Lis Pendens against said properties, alleging that they belong to
Precision or that the assets of Precision or the Bronfmans were used to purchase or
construet said Plyam properties.

That Cross-Complainants are informed and believe and on that basis allege, that
Cross-Defendants are claiming an interest adverse to Cross-Complainants' title to
the Plyam properties without legal right, title, stake, lien, or interest in the Plyam
properties.

Cross~Complainants seck a determination of their fee simple title in this action as of
the date that this cross-complaint is filed and requests that title be quieted in them
and that Cross-Defendants be ordered to remove all Lis Pendens on the Plyam

properties.

ELEVENTH CAUSE OF ACTION
FOR AN ACCOUNTING

Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as though set forth herein, and by this
reference makes them a part hereof.

While the Plyams were the managing members of CAM and Precision, by means of
their own personal accounts or through the account of Castle Trading, Inc., they
advanced monejs to CAM and Precision for thé operating expenses, purchase of
property and other necessary expenses of the both CAM and Precision.

In some, but not all, instances the Cross-Complainants were reimbursed for their
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advances to CAM and Precision.
There were instances where the Plyams, or Castle Trading, Inc., were not
reimbursed that they advanced to Castle Asset Management and/or Precision
Development LLC.
That the Cross-Complainants are informed and believe, based thereon allege that
they advanced approximately $2,000,000 to CAM and Precision, over time, and that
they hév'e not been reimbursed for all of the moneys that is owing to them and that
they are entitled to a return of that money.
Wherefore, the Cross-Complainants request that the court order an accounting of the
books of CAM and Precision, and that the Cross-Complainants be reimbursed the
monies due and owing to thern.

TWELFTH CAUSE OF ACTION
FOR CONSPIRACY

AGAINST RANIERE, SALZMAN, SARA BRONFMAN, CLARE BRONFMAN,

438.

439.

440.

FRANK PARLATO AND JAMES DEL NEGRO
Cross-Complainants refer to and re-allege paragraphs 1 through 352 of the General
Allegations, and 354 through 359, 362 through 370, 373 through 380, 383 through
390, 393 through 400, and 403 through 407 as though set forth herein, and by this
reference makes them a part hereof,
Raniere, Salzman, Sara Bronfman, Clare Bronfman, Frank Parlato and James Del
Negro each conspired with the other to commit the tort described in the Second,
.Third, Fourth, Fifth, Sixth, and Eighth Causes of Action.
Each cross-defendant is liable for the remedy to be imposed on said causes of

action.
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PRAYER FOR RELIEF

WHEREFORE, Cross-Complainants pray for Judgment against Cross-Defendants, and
each of them, as follows:

On the First Cause of Action for Declaratory Relief:

1. For a judicial declaration that cross-defendants Keith Raniere, Nancy Salzman,
Sara Bronfman, Clare Bronfman, Frank Parlato and James Del Negro are lable for implied
equitable indemnity and must therefore pay all, or part, of any judgment rendered against
defendants and cross-complainants Yuri Plyam, Natalia Plyam and/or Mikhail Plyam.

2. For attorney’s fees in an amount to be proven at the time of trial,

On the Second Cause of Action for Fraud and Deceit:

3. For damages in an amount to be proven at the time of trial

4, For punitive and exemplary damages in an amount to be proven at the time of
trial.

On the Third Cause of Action for Fraud and Deceit:

5. For damages in an amounf to be proven at the time of trial

6. For punitive and exemplary damages in an amount to be proven at the time of
trial.

On the Fourth Cause of Action for Fraud and Deceit:

7. For damages in an amount to be proven at the time of trial

8. For punitive and exemplary damages in an amount to be proven at the time of
trial.

On the Fifth Cause of Action for Fraud and Deceit:

9. For damages in an amount to be proven at the time of trial.

10.  For punitive and exemplary damages in an amount to be proven at the time of
trial.

On the Sixth Cause of Action for Intentional Infliction of Emotional Distress

11.  For damages in an amount to be proven at the time of trial.

12.  For punitive and exemplary damages in an amount to be proven at the time of
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trial.

On the Seventh Cause of Action for Intentional Interference with Prospective
Economic Advantage

13.  For damages in an amount to be proven at the time of trial.

14.  For punitive and exemplary damages in an amount to be proven at the time of
trial. |

On the Eighth Cause of Action for Rescission of Contract

15.  That the contracts executed by the Plyams on January 6, 2008 and January 9,
2008 be set aside as having been obtained as the result of fraud, duress and undue influence.

On the Ninth Cause of Action for A Constructive Trust

16.  For a declaration from the court that the cross-complainants are entitled to a
constructive trust over the Precision property to secure the monies owing to the Cross-
Complainants.

17.  For damages in the amount advanced by the cross-complainants on behalf of
Precision and CAM to pay the debts of Precision and CAM.

18. For attorney’s fees in an amount to be proven at the time of trial. For damages in an
amount to be proven at the time of trial.

On the Tenth Cause of Action to Quiet Title

19, For a declaration from the Court that the cross-complainants are the true and
correct owners of the properties listed in this cause of action.

20.  For a declaration of quiet title in cross-complainants in the properties listed in
this cause of action.

21.  That all Lis Pendens filed by the plaintiffs against said properties herein be
expunged.

22. For damages in an amount to proven at the time of tiial.

23. For attorneys fees in an amount to be proven at the time of trial.

On the Eleventh Cause of Action for An Accounting

24. For an accounting of the books of CAM and Precision.
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25. For an award to cross-complainants of the monies due and owing to them from
Castile Asset Management, LL.C and Precision Development LLC for the monies that they
advanced on behalf of the two entities.

On all Causes of Actions

26. Complainants' court costs expenses incurred by reason of the Complaint filed by

plaintiffs ;

27. For such other and further relief as this Court may deem just and proper.

'H’""-‘—
DATED: January 11, 2010 Q

''''''

" FORD GREENE
Attorney for Cross-Complainants
Yuri Plyam, Natalia Plyam and Mikhail Plyam
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VERIFICATION

My name is Yari Plyam and I am a defendant and cross-complainant in this action. I |
have read the [Proposed] Third Amendment Cross Complaint and am familiar with the
allegations set forth therein.

1 hiereby declare under penalty of perjury and pursuant to the laws of the State of
California that the statements set fotth therein ave true and correct as of my own. personal
knowledge, except as to those matters stated on information and belief, and, as to those,
matters, I believe them 1o be true.

This verification is signed on Jarmary 11, 2010 at Béverly Hills, California.

(]
ftﬁﬁ\PLYAM
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VERIFICATION

My name is Natalia Plyam and I am a defendant and cross-complainant in this action. I
have read the [Proposed] Third Amendment Cross Complaint and am familiar with the
allegations set forth therein.

1 hereby declare under penalty pfperjury and pursusit to the laws of the State of
California that the statements set forth therein mﬁuea@d cotrect as of my own pérsonal
icnq_wledge, except as 1o tﬁose matters stated on informatior: and belief, and, as to those,
matters, I believe them to be m:Le; | |

This verification is signed on Jénuary 11, 2010 at Beverly Hills, Califorriia.
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: AMENDMENT TO
. OPERATING AGREEMENT
DATED APRIL 4™ 2005
OF
PRECISON DEVELOPMENT LLC,
A Nevads Limited Lisbiity Compsawy

THIS AMENDMENT (o the Operating Agreement of PRECISON BEVELOPMENT
LLC (hereinafter the “Company”) is made and entered into'effective the 6th dey of
Sanuary, 2008, by and amongst: Yuri Plyam (hereinafter referred “Plyam™); Napcy
Seirmen (hereinafier referred “Sabemen®; md; Clare Bronfmse and Sers Bronfman
(hereinafier referred 1o in the confunctive as the “Bronfineg's™ ),

WHEREAS, Plyam and Salzman are desirous of recognizing the monetary contributions -
of the Broufinen’s to the Company and 1o formally ackpowledge the Bronfinan's
admission 1o the Company es Meinbers pursuant to the ferps of the Conopany’s
Operating Agreement dated the 4% day of April, 2005 (*Operating Agresment™) and 25
amended herein: and S

WHEREAS, the Bronfinan’s are desirous of formalizing the aforesaid admission to the
Company 25 Members pursuant to the terms of the Compeny’s Operating Agreement 25
rmended berein; snd

WHEREAS, partics hereto mutually desire to amend the terms of the Operating
Agreement 1o effectuats the admission of the Bronfinan's and to memorialize the manmer
of conducting the Company’s businese as a Member Managed Emited Hability CoIapRny.
NOW THEREFORE it is hereby agreed by and amongst the parties here 1o as follows:

i The Cepital Contribwtions of the LLC Members it sz follows:

Plysm : 3 0.00
Sakzmen S 1 0.00
Bronfiman's _¥$26,430,000,00

The purties acknowledge that the zforesaid Capital Contributions have been made on a
intermittent basis in response 1o the finapcial needs the Company and that 2ny required
Capital Contributions of the LLC Members kas been timely made and sefizfied. Plyam
has made non-monetary contributions 1o the Company in terms of time and effort for
which Plyam is not entitled to co; ion other thap that of an LLC Member,

2 The LLC Units and LLC Unit Percentage of the LLC Members are as follows;

Units Percentage
Plyam 1000 3333%
Salzman 100G 3333%
Bronfmar’s 1000 3333%

PREDG415
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The LLC Ursts and LLC Unit Percentage of the Bronfinan’s having been deemed issued
25 of the date of the execution of the Company’s Operating Agreement.

3. Plyam acknowledges thal various parcels of reaj propexty have been acquired

© and/or developed on bebalf of the Company and titled to Plyam (one parcel), and/or to

Plyam and hiz wife {two parcels), and/or to Plyam’s wholly owned entity Castie Trading,
Inc. (one parcel) an behalf of the Company. Plyam agrees that upon demand of the LLC
Membezs he shell cause said parcels (mentioned mnd set forth in Exhibit “A” annexed

. hereto and Bxcorporated herein) o be conveyed to the Company and/or to whelly owned

swbsidiaries of the Company as directed by the LLC Members. Such conveyanee ‘shall be
in marketable titie free and clear of any epcombrances inchuding sy marita} interests of
Plyam's wift, excepting only those encwmbrances specifically set forth in annexed
Exhibit "A". Alternatively, upon the clection of the LLC Members, Plyam may continue
to hold such propesty tifle for the sole and ahsolute benefit of the Company and upon sale
or refinance of same distribute the whole of the sale or refinante proceeds 1o the

company.

4, Plyam acknowledges that 2 number of real estate pareels have besn acquired
and/or developed by the Company within the State of California with the proceeds of 1he
Brorifmin's Capital Contributions. A foll and complete Hst of said parcels is ammexed
hereto, made 2 part hereof and is marked as Exhibit “B™. Plyam finthes warrants and
represeuts that said Capital Contributions have been expended solely for such purposes
and on the soie behalf of the Compary and finther agrees to provide the LLC Members
with suy all records necessary to verify same or for auditing purposcs.

5. Allocations of and distributions chall be made az follows: No cash distrbutions :
shall be made until the Capital Contributions of the Bronfinan’s hes been reimbursed to '
said Bronfiman's; Second, payment to the Bronfmen’s of an additional twenty percent '
(20%) of the amuvont of the Bronfmsn’s Capital Contributions, Thivd, to the LIC

Members in proportion 1o their LLC Unit Percentage,

6.  .Meetings of LLC Members may be called by any LLC member, or members,
callectivety holding 50% or moye of the outstanding LLC Units upon seven days written
notice to the other LLC members,

7. The Tax Matters Partner, pursuant to Section 3.8 of the Operating Agreement,
will be eppointed by a majority in interest of the LLC Members. The Tax Matiers
Parmer can be removed by vote of LLC Members collectively holding 50% or more of.
the outstanding ELC Units. '

8. The Compimy shall by mavaged by the LLC Members. The number of Menagers 4
isthme(3}andsha!ibePlyam,Salnnanandthéanfnms. The LLC Members and -
Managers may, in their sole and sbsolute discretion, appoint and remove Officers of the

Company to aversee the day to day operations of the Company’s business in the erdinary

eourse,

i
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LIMITED LIABILITY COMPANY OPERATING ASREEMENT

Castis Assat Manzgement, LLC
A Wember-Managed Lirited Liability Company
OPERATING AGREEMENT

THIS OPERATING AGREEMENT Is made and entered into effeciive October

15% 2002 by and among: Yurl Plyarrand Natalla Plyaim (hereinafter the

*Plyar’s) and Clare Bronfiman and Sara Bronfman (hereinafter the “Bronfman’s”™)
- (cobectively reforrad {o in this agreement as the "Members”).

SECTION1
THE LIMITED LIABILITY COMPANY

1.1 Formation, Effective Oclober 15, 2002, the Members form & fimited #iabillty
company under the name Castie Asset Management LLC (the *Company™) on
the t=rms and conditions in this Operating Agreement (the "Agreemsnt”) and
pursuant to tha Limited Uability Company Act of the State of Delaware {the

"Act"). The Members agree to file with the appropriate agency within the State of
Delawars charged with processing and maintaining such records all
documentation required for the formation of the Company, The rghts and
chiigations of the parties are as provided In the Act except as otherwise
expressly provided In this Agreement.

1.2 Namse. The business of the Company will be cenducted under the name
Caslie Asset Management LLC, or such oiher name upon which lhe embers
2y unanpimously may agree.
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1.3 Purpose. The pumpose of the Company is to engage in any lawful act or
activily for which a Limited Liability Company may be formad within the State of
Delaware,

1.4 Offics. The Company will maintain its principal business office within the

State of Delaware or at such other places that the members from fime to time
determine. _ L

1.5 Registered Agent, Delaware intercomp., Inc. is the Company's initial
registered agent in the Stata of Delaware '

1.6 Torm. The term of the Company commerices an 10/15/2002 and shail
continue perpetually unless sooner terminated as provided in this Agreemer_tt.

1.7 Names and Addresses of Members. The Merbers' names and addresses
are attached as Scheduie 1 to this Agreement.

1.8 Admission of Addftional Members. Except es otherwise expreasty provided
in this Agreement, no additional members may be admitted to the Company
through issuance by the company of a.new interest in the Company without the
prior unanimous written consent of the Members.

SECTION 2
CAPITAL CONTRIBUTIONS

i

2.1 Initial Contributions. The Members initially shail contribute to the Company
capital 35 Uestribed In Scheduie 2 attached fo this Agreement.

2.2 Addfional Contributions. No Member shall be obligated to make any
additional contribution to the Company’s capital without the prior unanimous
wiitten consent of the Members, ’ '
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SECTION 3
* ALLOCATION OF PROFITS AND LOSSES; DISTRIBUTIONS

31 Roﬂs/!.osses For financial accounting and tax purposes, the Company’s
net profits or net losses shall be determined on'an annual basis and shall be
aliocated to the Members In proportion to each Member's refative capital interest

In the Company as set forth in Schedula 2-as amended from time to time In
accordance with U.S, Department of tha Treasury Regulation 1.704~1.

Distributions In liquidation of the Company or In kquidation of a Member's intefest
shak be made in accordance with the positive capita) account badances pursuant
to U.S. Department of the Treasury Regulation 1.704.9H2XNDN2). To the
extent a Member shall have a negative capits| account batance, thers shall bea
qualified Income offset, as set forth In U.B. Department of the Treasury
Regulation 1.704.4 {bX2)()(d).

3.3 No Right to Demand Retum of Capital, No Member has any right to any
retum of capital or ofther distribution except as expressly provided in this
Agreement. No Membar has any drawing account In the Company,

SECTION 4
INDEMNIFICATION

The Company shall indemnify any person who was or is a parly defendant or is
threalened 1o be mads a party defendant, pending or complated action, suit or
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proceeding, whether civil, criminal, administrative, or investigative (other than an
action by or in the right of the Company) by reason of the fact that he is or was a
Member of the Company, Manager, employee or agent of the Company, oris or
was serving at the request of the Company, against expenses (inciuding
attomey's fees), judgments, fines, and amounts paid in seitiement actually and
reasonably incurred In connection with such action, sult or proceeding if the

believed {0 be in or ot cpposed o the best interest of the Company, and with
respect to any criminal action proceeding, has no reasonable cause to beljeva
hisher conduct was uniawful. The fermination of eny sction, sulf, or proceeding
by judgment, order, settiement, conviction, or upon a ples of nojo Contendera”
of its equivalent, shall not in iisaif create a presumption that the person did or did

SECTION 5
POWERS AND DUTIES OF MANAGERS

5.1 Management of Company.

5.1.1 The Members, within the authority granted by tha Act and the terms of this
Agreement shall have the complste power and authority 1o manage and operate
the Company and make ail dedisions affecting is business and affalrs.

5.1.2 Excepl as otherwise provided In this Agreement, af decislons and
documents relating 1o the management and operation of the Company shall be

made and executed by a Majority In interest of the Members,

3-1.3 Third parties dealing with the Company shall be entiied to rely
conclusively upon the power and authority of 3 Majority in Interest of the
ers {0 manage and operate the business and affairs of the Company.,
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5.2 Decisions by Members. Whenever in this Agreement reference is made io
the decision, consent, approval, udgment, or action of the Members, unless
otherwise expressly provided in this Agreement, such decision, consent,
approvat, judgment, or action shail mean a Majority in Interest of the Members.

5.3 Officers. The Majority i Interest of the Members may, in their sole and
absolute discretion, appoint and removs Officers of the Company fo overses the
day to day operations of the Company's business in the ordinary course.

5.4 Withdrawal by a Member, A Member has nopowertoudthdrawfromme
Company, except as otherwise provided in Section 8.

SECTIONS
SALARIES, REIMBURSEMéNT » AND PAYMENY OF EXPENSES

6.1 Organization Expenses. All expenses incurred In connection with
organization of the Company wili be paki by the Company.

62 Salary. No salary will be pald to a Member for the performante of his or her
duties under this Agreement unless the salary has been approved in witing by a
Majority in Interest of the Members,

6.3 Legal and Accounting Services. The Company may obtain legal and
accounting services o the extent reasonably necessary for the conduct of the
Company’'s business,

SECTION7 -
BOOKS OF ACCOUNT, ACCOUNTING REPORTS, TAX RETURNS,
FISCAL YEAR, BANKING

7.4 Msthed of Accounting. The Company will use the method of accounting
previously determined by the Members for financiaf reporting and tax purposes.
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7.2 Fiscal Yeer; Taxable Year. The fiscal year and the taxable yearof the
Company is the calendar year.

7.3 Capial Accounts. The Company will maintain a Capital Account for each
Member on a cumulative basis in accordance with federal income fax accounting
principles.

74 Banking. Alt funds of the Company will be deposited in a separate bank
account of in an account or accounts of a savings and loan association in the
name of the Company as determined by a Majority in Interest of the Members.
Cormpany funds will be invested or deposited with an institution, the accounts or
deposits of which are Insured or guaranteed by an agency of the Unlted States
government,

SECTION 8
TRANSFER OF MEMBERSHIP INTEREST

8.1 Sale or Encumbrance Prohibited. Except as otharwise permltted in this
Agreement, no Member may voluntarily or involuntarily transfer, sell, convey,
encurmber, piedge, assign, or otherwise dispose of {collectively, *Transfer™) an
interest in the Company without the prior writien consent of the Majority in
interest of the ofher non transferring Members.

8.2 Right of First Refussl, Notwithstanding Section 8.1, a Member may transfer

alt or any pant of the Mermber's interest in the Company (the "interest”) as follows:

8.2.1 The Member desiring to transfer his or her Interest first must provide
writlen nolice (the "Notice™) to the other Members, spedfying fhe prica and terms
on which the Member is prepared fo sell the Interest {the "Offer™).
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B.22 For a period of 30 days afier receipt of the Notice, the Membars may
acquire all, but not less than.all, of the Interest at the price and ynder the teiws
specified in the Offer. If the other Members desiring to acquire the interest cannot
agres among themselves on the allocation of the Interest among them, the
aliocation wili be proportional to the Ownership Interests of those Members
desiing to acquire the Interest.

B.2.3 Ciosing of the sale of the interest will occur as stated in the Offer;
provided, however, that the closing will not be less ttah 45 days afler expiration
of the' 30-tday noﬂca period.

B.2.4 If the other Members fall or refuse 1o nobify the transferming Member of their
desire to acquire all of the Inferest proposed to be transferred within the 30-day
period following recaipt of the Notice, then the Members will be deemed to have
walved their right 1o acquire the Interest on the terms described in the Offer, and
the transfarring Member may seli and convey the Interest consistent with the

- Offer to any other person or enfity; provided, however, thal notwithstanding
anything in Section 8.2 to ihe confrary, should the sale to a third person be at a
price or oh terms that are more favorable to the purchaser than siated in the
Offer, then the transferring Member must reoffer the sale of the Interest to the
remaining Members at that other price or other terms; provided, further, that if the
saleto a third person is not closed within six months atfter the expiration of the
30-day period describe above, then the provisions of Section 8.2 will again apply
to the interest proposed to be sold or conveyed.

8.2.5 Motwithstanding the foregoing provisions of Section 8.2, shouid the sole
rermaining Member be entitied lo and eiect to acquire al} the Interssts of the other
Members of the Company In accordance with the provisions, of Saction 8.2, the
acquinng Member may assign the right to acquire the Interests to a spouse,

ineal descendent, or an sffiliated entity if the assignment Is reasonably believed
to be necessary to continue the existenca of the Company as a limited fabilty
company. .

B.3 Substituled Parties. Any transfer In which the Transferee becomes a fully
substituted Member is not penmitted unless and until:
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{1) The transferor and assignee exacuie and defiver to the Company the
documents and instruments of conveyance nécessary or appropriate In the
opinion of counssi 1o the Corrpany io effect the transfer and to confirm the
agreement of the permitted assignea to be bound by the provisions of this
Agreement; and

(2) The transferor fumishes to the Company an opinion of counsel, satisfactory to
the Company, that ihe ransfer will not cause the Company fo teminate for ~
federal Income tax purposes or that any termination is not adverse to the
Company or the other Menbers

84 Death, Incompetency, or Benkruplcy of Member, On the death, adjudicated
incompetence, or bankrupicy of a Mermber, unless the Company exercises its
rights under Section 8.5, the successor In interast to the Member {whether an
estale, bankruptcy irusiee, or otharwise) will recelve only the economic right to
receive distributions whenever made by the Company and ths Member's

* aliocable share of laxable income, gain, ioss, deduction, and credit {the
"Economic Rights™) uniess and until a majority of the other Members determined
oft a per capita basls admit the ransferee as a fully substituted Member In

accordance with the provisions of Section 8.3.

84.1 Any transfer of Economic Rights pursuant to Section 8 4 will not include
any right to parlicipate In management of the Company, Endudlng any right to
vole, consent 10, and will not include any right to information on the Company or
its operations or financial condltion. Following any transfer of only the Econormic
Rights of a Member's Interest in the Company, the transferring Member's power
and right fo vate or consent o any matter submitted to the Members will be
efiminated, and the Ownership Interests of the remaining Members, for purposes
only of such votes, consents, and parlicipation in managament, will be
proportianately increased untli such time, if any, as the tansferee of the
Econormic Righis becomes a fully substituted Member.

8.5 Death Buy Out. Notwithstanding the foregoing provision of Section 8, the
Members covenant and agree that on the death of any Member, the Company, at
its oplion, by providing written nolice to the estale of the deceased Member |
within 180 days of the death of the Member, may purchase, gcquire, and redeem
the Interest of the deceased Member in the Company pursuant o the provision of
Section 8.5.




8.5.1 The value of each Member's Inferest in the Company will be deterrmined on
the date this Agreement is signed, and the value will be endorsed on Schedule 3
attached and mada a part of this Agreement, The value of each Member's
Interest will be redetermined unanimously by the Members annually, unless the

Members unanimously dedide to redetermine those values more frequently. The 7

Members will use thelr best efforts to endorse these values on Scheduls 3. The
purchase price for a decedent Membar's Interest conclusively Is the value last
determined bafore the death of such Member; provided, however, that if the
latest valuation Is more than two years before the death of the deceased
Member, the provisions of Section B.5.2 will apply in determining the value of the
Member's Interest In the Cosmpany.

8.5.2 If the Members have failed to value the decsased Member's interest within
the prior two~year period, the value of each Member's Interest in the Company on
the dale of death, in the first instanca, wiit be delermined by mutual agresment of
the suniving Mesmbers and the personal representative of the estate of the
decessed Member. If the pariies cannol reach an agresment on the vatue within
30 days after the appointment of the personat representative of the deceased
Member, then the surviving Members and the personal representative each must
select s qualified appraiser within the next succeading 30 days. The appraisers
50 selected must attempt to determine the vaiue of the Company Interest owned
by the décedent at the Eme of death based solely on their appraisal of the total
“value of the Company's assets and the amount the decedent would have
received had the assets of the Company been sold 2t that time for an amount
equal to their falr market value and the proceeds (after payment of all Company
vbligations) were distributed in the manner contemptated in Section 8. The
appralsal may not conskler and discount for the sate of & minorty Interest in the
Company. In the event the appraisers cannot agree on the value within 30 days
after being selected, the two appraisers must, within 30 days, select a third
appralser. The value of the Interest of the decedent In the Company and the
purchase price of it will be the average of the two appraisals nearest in amount {0
one anvther. That armount will be final and binding on all parfies and their
respective successors, assigns, and representatives, The costs and expenses of
the thind appraiser and any costs and expenses of the appraiser retained but not
pald for by the estale of the deceased Member will be offset agalnst the
purchase price paid for the deceased Mamber’s Interest in the Gompany.

" 8.5.3 Ciosing of the sale of the deceased Member's Interest in he Company will
be held at the office of the Company on a date designated by the Company, not
be later than 90 days after agreement with the personal representative of the
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decaased Mamber's estale on the falr markat value of the deceased Member's
Interest in the Company; provided, howevey, that if the purchase price are
determined by appraisals as set forth in Section 8.5.2, the closing will be 30 days
afier the final appraisal and purchase price are determined. If no personal
representative-has been appointed within 60 days after the deceased Member's
death, the surviving Members have the righf to apply for and have a personal
representafive appointed.

8.5.4 Al ciosing, the Company will pay the purchase price foriha deceased
Member’s Interest In the Company. If the purchase price Is tess than $1,000.00,
the purchase price will be paid in cash; if the purchase prics is §1,000.00 or
more, the purchasa prica wil be paid as follows:

-

{1} $1,000.00 in cash, bank cashler's check, or cerfified funds;

(2) The balance of the purchasa price by the Company executing and delivering
its promissory note for the balance, with interest at the prime interast rate stated
by primary banking instifution utlized by the Company, its successors and’
assigns, at the ime of the deceased-Member's death. interest will be payable
monthly, with the principal sum being due and payabls In three equal annual
instalifents, Tha promissory note will be unsecured and will contain provisions
that the principal sum rnay be pald in whote or in part at any time, without
penalty.

8.5.5 Al the closing, the deceased Member’s estate or personal representative
must assign to the Company all of the deceased Member’s Interest in the
Company free and dear of ail Kens, daims, and encumbrances, and, at the
request of the Company, the estate or personal representative must execute all
other instruments as may reasonably be necessary to vest in the Company all of
the deceased Mamber's right, title, and Interest in the Company and its assets. If
either the Company or the deceased Member's estate or personal representative
fails or refuses to execute any Instrument required by this Agresment, the other
party is hereby granted the irmevocable power of atiorney which, it Is agreed,; is
coupled with an interest, to execute and deliver on behalf of the falling or refusing
party all Instruments required to be executed and delivered by the fafling or
rafusing party.
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8.5.6 On completion of he purchase of the deceased Member's interest in the
Con‘pany, the Ownership Inferests of the remaining Members will mcrease
proportionately to thelr then-existing Ownersh!p Interests,

SECTION &
DISSOLUTION AND WINDING UP OF THE COMPANY

9.1 Dissoiution. The Company wit be dissolved on the happening ofarry of the
foliowing events:

9.1.1 Sale, ransfer, or other disposition of afl or substantiafly all of the property
of the Company;

2.1.2 The agreernant of aff of the Mambers;
9.1.3 By operalion of law; or

8.1.4 The geath, incompetence, expulsion, or bankmuptcy of 8 Member, or the
occurrence of any event that terminales the continued membership of a Member
in the Company, unless there are then remaining at least the minimum number of
Mernbers required by law and all of the remaining Members, withln 120 days
after the date of the event, elect fo conlinue the business of the Company.

82 Winding Up. On tie dissoiution of the Company (if the Company is not
continued), the Membets must take full account of the Company’s assets and
liabilitles, and the assets will be liquidated as promplly as Is consistent with
obtaining their fair value, and the proceeds, to the extent sufficient lo pay the
Company's obligations with respect to the liquidation, will be applied and
distributed, after any gain or loss realized in connection with the fiquidation has
been allocated in accordance with Section 3 of this Agreement, and the
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Members' Capital Accounts have been adiusted to reflact the allocation and all
other transactions through the date of the distribution, in the following order:

9.2.1 To payment and discharge m‘the expenses of liquidation and of all the
Company's debts and labilities to persons or organizations other than itembers;

9.2.2 To the payment and discharge of any Company debis and liabilitles owed
to Members; and

5.2.3 To Members In the amount of their respective adjusted Capltal Account .
balances on the dale of distnbution; provided, however, that any

then-outstanding Default Advances (with interest and costs of colieclion) first

must be repald from distributions otherwise allocable fo the Defauhng Member
pursuant to Section 8.2.3.

SECTION 10
GENERAL PROVISIONS

10.1 Amendments. Amendments to this Agreement may be proposed by any
Member. A proposed amesndment will be adopted and become effective as an
amendment only on the wrilten approval of all of the Members,

10.2 Gowveming Law. This Agreement and the rights and obligations of the
parfies under it are govemned by and interpreted in accordance with the laws of
the State of Delaware (without regard to principles of conflicts of law).

103 Enlire Agreament; Modification. This Agreement constitutes the entire
understanding and agreasment between the Members with respect to the subject
matter of this Agreement. No agresments, understandings, restrictions,
representations, or warmanties exist between or among the members other than
those In this Agreement or refemed to or provided for in this Agreement. No
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modificaion or amendment of any provision of this Agreement will be binding on
any Member unless in wriling and signed by ail the Members.

104 Atforney Fees, in the event of any suit or action to enforce or Interpre! any
. Provisicn of this Agreement (or thet is based on this Agreement}, the prevailing
party is entitled to recover, in addition to other costs, reasonable altormey fees in
connection with the sult, action, or arbitration, and in any appeals, The
determination of who'Is the prevalling parly and the amount of reasonabla
-gttorey fees fo be paid lo the prevailing party will be dedided by the court or
caurts, including any appeliate courts, in which the matter ie irfed, heard, or
dacided.

10.5 Further Effect. The parfies agree to execute other documents reasonably
necessary {o further effect and evidence the terms of this Agreement a5 long as
the terms and provisions of the other documents are fulty consls:ent with the
terms of Ihis Agreement,

10.6 Severability. i any tesm or provision of this Agreement Is held to be void or
unenforceable, that term or provision will be severed from this Agreement, the
balance of the Agréement will surviva, and the balanca of this Agreement will be
reasonably construed to carry ou the intent of ihe parﬂes a3 avidenced by the
terms of this Agreement.

10.7 Capfions. The caplions used in this Agreemsni are for the convenience of
the parties only and will not be Interpreted to enlargs, confract, or aiter the terms
and provisions of this Agreement.

10.8 Noticas. Alt notices required to be given by this Agreement will be in writing
" and wik be effective when actually delivered or, if mafled, when deposited
as certified mail, postage prepaid, directed to the addresses first shown
sbove for each Member of to such other address as a Member may specify
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by notice given In conformance with these provisions 16 the other Members,

IN WITNESS WHEREOF, the parties to this Agréement executs this Operating
I Agreement as of the dale and year first above writlen.

' 'MEMBERS: K

{ Gy~

Natalia Hya‘ﬁ

Sara Bronfman Ciére Bronfman
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Schedule 1
LISTING OF MEMBERS

A of the 15t day of October 15, 2002 the following is a list of Members of the
Company: . '

NAME. ADDRESS:

Yuri Plyam ; 9301 Witshire Bivd, Ste 312, Beverly
Hills, CA 90210

Natalia Ptyam 9301 Wilshire Blvd, Ste 312, Beverty
Hills, CA 80210 '

Sara Bronfrman 455 New Karmner Rd. Albany, NY 12205

Clare Btoniman 455 New Kamer Rd. Albeny, NY 12205
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Listing ¢f Capital Contributions - Schedule 2

. Pursuani lo Section 2, the Members' inflial contribution ta the Company capital is

stated to be $11.00. The description and eech individual portion of this initial
contribution is as follaws:

NAME: CONTRIBUTION: % OWNERSHIP:
Yuri Plyam $2.50 22.79%
Natalia Plyarn $2.50 22.79%
Sara Bronfran $3.00 271.21%
Clare Bronfran $3.00 27.21%
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CASTLE ASSET MANACEMENT, INC.

Dated: January 8, 2008
Atteqtion: Frank Parlaip, Fr.

Pleass allow thiz to configm your sppointment as President and Chisf Bxecntive Officer
of Castle Asset Management, Ine. (tbe “Company’™) with all powers end suthority
Vecaseary o operaio aud mznage all of the affairs of the Company. The tom of this
sppoiatment shefl be for & period of ohe year. This appuintment is made with the consont
of all the Mumbers of the Company at « duly constituisd mesting of the Members and
shall be broadly oonstroed in favor of such appointment-and the amthority customanily
sssociated with the appointed positions, ‘ '

ROBERTA ARNONE, ESQ.

- _ —— — e [ T——

Exhibit C to Third Amended Complaint
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. PRECISION DEVELOPMENT LI.C
Dated: Janvary 8, 2008
Atemion Frank Patlat, Jr.

Please allow this to confirm Your appeintment 2 President and Chief Executive Officer

- of Precision Development LLC (the “ mpany')wiﬂiallpowersandauﬂwﬁtynwcm
1 operate and manage all of the affairs of the Company, The term of this appointment
shall be for a period of one year, This appointment is made with the consent of all the
MembefsofﬂuCompmyataddyconsﬁmdmeeﬁngothembmmdslmﬂbe
broadly construed in favor of such appointment aad the authority cistomarily associsted
with the appointed positions.

Witness

Witnesws
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. “www.merrilicorp.com  Woodland Hills, CA 91364

® ® CERTIFIED
SUPERIOR COURT OF THE STATE OF CALIFORNIA COPY

FOR THE COUNTY OF
LOS ANGELES CENTRAL DISTRICT

In the Matter of

PRECISION DEVELOPMENT, LLC, a Nevada Limited

Liability Company; CASTLE ASSET MANAGEMENT,

LLC, a Delaware Limited Liability Company,
Plaintiffs,

- against -

YURI PLYAM, an Individual; NATASHA PLYAM a/k/a
NATALIA PLYEM, an Individual; MIKHAIL PLYAM, an
Individual; DOES 1 - 50, inclusive,
Defendants.
Case No. BC384285 '

Holiday Inn Express
300 Broadway
Albany, New York 12207

Tuesday, June 2, 2009
1:30 p.m.

STENOGRAPHIC RECORD of a Deposition Upon Oral
Examination pursuant to Notice returnable this
date before Beth §. Goldman, Certified Shorthand
Reporter.

DEPONENT: BARBARA J. BOUCHEY

APPEARANCES: PILLEMER & PILLEMER
Attorneys for Defendants and Cross
Complainants
14724 Ventura Boulevard, Suite 401
Sherman QOaks, California 91403-4321
BY: DAVID B. PILLEMER, EBSQ.

LATHAM & WATKINS

Attorneys for Plaintiffs

355 Grand Avenue

Los Angeles, California 90071
BY: ROBERT D. CROCKETT, ESQ.

M ERRILL CORPORATION

20750 Ventura Blvd, Suite 205 ‘ '818:593.2300 Tel
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Usually, it takes a couple of days to have
investments settle for cash, and it would then
take a day to wire the money to the Key Bank
account. And then it would be wired from Key Bank
cut to Precision Development. So, beginning to
end, it could take anywhere from three to five
days.

Q. What is Key Bank?

A. The bank we use locally to hold all of the
checking accounts for Sara and Clare.

Q. In your estimation it was somewhere between
three to five days before the money was ready to
be wired to California; is that correct?

A. Yes.

Q. And, generally, when the money was sent when
you got an e-mail or a call from either Natasha or
from Yuri, would you have to go to either Sara or
Nancy and say: Look, I have got this request.

Can I send the money? How did it work?

A. The way it was set up, I was told that they
gave permission for the $13 million, and then I
was told that it was okay and that I could trust
Yurli and Natasha because Keith and Yuri spoke
every day. And, so, I was told to just honor

Yuri's request. So, it wasn't necessary -- The
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procedure and pattern was that it was not
necessary thét I call or that any of us call Sara
and Clare each time and say: We are sending this
out; is fhat okay, although they were made aware
of all of this because we provided them with
reports, bookkeeping reports and investment
reports and spreadsheets, as well as there were
times that we didn't know where we were going to
get the money, so we would have to call them and
say: You have exhausted the money in your
personal account and we need to get a distribution
from here. Or, can you get a distribution from
your RPOT from the trust account or credit
account? Or, your quarterly distribution from
your father's trust is coming in and we need to
use some of that to send out. So, it was guite
frequent that they would hear from us, because
between that and the commodities going on, it
became like: Where are we going to get this money
from? At one point they borrowed money from their
father. There was a trust set up for them that
they would not réceive until their father died,
but they would receive a certain income per
guarter. And, at one point when the commodities

losses were really great the girls went to their
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1 father and asked their father if they could take
2 $20 million out of this trust and they would pay
3 it back. In fact, I went with them to Citibank
4 and we negotiated a Citibank line of credit of $20
5 million for Clare and $20 million for Sara. And
6 their father gave permission for them to use the
7 trust that they would inherit when their father
8 died as collateral to cover for the Citibank, the
9 two $20 million lines of credit. And, some $40
10 million was used to give to Keith to cover some
11 losses on the commodities as well as to be used
12 for Precision Development.
13 In addition they bought a plane, and T
14 also went down with Sarg to New York City to
15 Citibank to negotiate a plane loan for eleven or
FTE’ twelve million dollars. And that money was needed
17 as well to help cover for the losses Keith
18 aécurred with the commodities as well as for
19 Precision Development. So during this period of
20 time between the commodities, which was about
21 sixty-five million, and between Precision
22 Development amounting to somewhere between $20
23 million and $25 million, as well as their paving
24 Keith and Nancy's legal fees,; these things were
25 amounting to millions each year. You're talking
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1 about $100 million in the course of a two- to

four—yeqr period of time. So, this reguired
constant communication amongst everyone because we
needed to strategize continually whére we were
going to find these sums of money.

Q. Did you strategize with the Bronfmans or
with the Bronfmans and Keith?

A. All of the above.

Q. What about with Nancy?

A. All of the above. Everybbdy was in .
communication about all of this. I would speak to
Keith telling him my concerns and my worries about
the money, and we were getting money out of the
father's trust. Sara and Clare's father was very
concerned at this point as well as the trustees
were because wheh we went and got the 520 million
each at Citibank and then reguested $20 million to
come out of the trust they were very anxious to
have that money go back info the trust. And I
remember myself and Sara, Clare, and Hancy all
having conversations with Keith because Keith --

every time we would send him money Keith would

“assure us: This is it. This is it; there won't

be any more. It's going to come back. I promise

you it's going to come back. Things are going to
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turn around. They were also panicked; is this
money going to come back? But the trustees for
the father's account were very upset about this.
And, so, there were a lot of éonversations with
Keith because every day I was calling and saying:
Are you going to get the $20 million back? Are
you going to get the $20 million back? And every
day he was like working on it. ©Now, that $20
million did come back and went into the father's
trust, but not the forty million in the Citibank
line of credit. So, the sixty-five miilion never
came Eack. There was constant communication about
everything. $100 million is not a small sum of
money and people were panicking. Everyone was
upset. No one knew where the money was going to
come from.

During that period of time Keith was
promulgating -- he had conversations with me about
this as well as I had conversations with Sara,
Clére, Nancy, and Becky about this. Keith felt
confident and he felt that Sara and Clare's father
Edgar Bronfman was involved and he felt that Edgar
Bronfman Senior had figured out a plot with the
commodities clearing firm and would be able to

somehow shift the money from these accounts Keith
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1 was trading and that this was a clever way that
2 the father figured out how to cheat and rig the
3 money to have the money somehow shifted and have
4 the money shifted to Edgar Senior. Keith felt
5 confident that the father was involved and that
6 was explaining the tremendous losses as well as
7 explaining that he was learning how the world
8 market worked.
9 Q. Who was learning?
10 A. Keith was; that there were shiftings and
11 conspiracies in the commodities clearing firm and
12 that Keith was a victim of these plots and
13 conspiracies of the father, Edgar Bronfman Senior,
14 and that although we were losing these great sums
15 of money wasn't it great that Keith was learning
16 how the world market worked because these were
17 valuable lessons. And, so, Keith was learning
18 about moving money around. And Keith wanted to
19 have our own country, our own currency and market,
20 our own way of doirng things. So he needed to
21 learn how the cheaters in the wérld markets
22 worked. And he was learning this great body of
23 knowledge about the world that would serve him
24 well. Keith never admitted that his math formula
23 and commodities knowledge was lousy and that he
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was irresponsible with the money and/or that he
didn't know how to trade and handle himself well
in commodities. I never heard him say that once.
It was always a plot against him and what he was
doing.

Q. When they were panicking, this is at the
same time you were sending money to Precision
Development?

A. Yes.

@. And for the trades?

A. Yes.

Q. Who was panicked?

A. Sara and Clare because it was their money.
Nancy was really panicking because she was liable
and felt responsible for being the one to ask the
girls for the money guite often. And Becky who
was working for me was panicking because she
didn't have any personal experience with Keéith and
was starting to wonder was he a madman or crazy,
what kind of person was he. So, she was
panicking.

The monies were -— and we were doing the
work and had all the employees working for them,
yet the money we got paid revenues on was leaving

our firm, so we would have no money to pay certain
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people. I was panicking because I saw Keith do
this before with my own account when it was only
supposed to be fifty thousand and it cost us half
a million dollars. So, I panicked and told him,
"You have got to stop this stuff. This is crazy."
And, there were cother people, Karen Untermyer,
Lauren Salzman. There were a number of us aware
of what was going on. We were all panicking.
Sixty~-five million dollars of losses in
commodities is nothing to sneeze at. And there
were other people involved. He was trading again
on an account for Michael Sutton, so he was
calling me and saying, "What's going on?" So, he
understood what is this about the market. So
there were other people involved that were aware
of some of what was going on. But, for the most
part, it was set in a very tight, tight,
constricted circle because what would the Nxivm
community think if they found out that the leader
of the mission was irresponsibly gambliﬁg millions
and millions and millions of dollars and losing
it. This would shake the confidence of many
people. So, we all, you know, like were afraid to

talk to anybody about this going on because it

ﬂg‘ZS looked crazy. And it was crazy.
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0. During that time were you told initially
that the Plyams' Precision investment was to be
thirteen million at some point?

A. Yes.

Q. Did that change that you are aware of?

A. Yes.

Q. How did it change?

A. My understanding, again, from Keith, Yuri,
Nancy, Sara and Clare, was that Keith and Yuri
came up with a condo project which was supposed to
be about five million from what I recall. And the
girls made another trip out to California, and
that was the first weekend in March of 2007. They
went with Nancy to meet with Yuri and Natasha and
look at the new use of land and talk briefly with
Yuri and Natasha about this.

My understanding is that they came back
from that trip and there was an e-mail from Yuri
to my office copying me on én e-mail that he had
sent to Keith. And he was explaining -~ In the
e-mail to Keith he reviewed his projections and
cost estimates, and he was sending it to Keith for
Keith's review because Keith and Yuri talked about
all of this. 2and, then, Yuri sent an e-mail

saying Keith reviewed it and everything was okay
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and that they needed another seven or eight
million for this ongoing project, the real estate
project. And that was April 2, 2007, the e-mail
to my office, Becky Freeman copying the e-mail he
sent to Keith confirming that they would need
another seven or eight million more. So, again,
it was conveyed through Sara, Clare, Keith, HNancy,
and Yuri that the girls were going to invest more
money in this project and that we were to continue
to disburse money to Yuri and Natasha when they

asked us to.
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Q. Did you oppose this particular investment or
not?

A. You know, this is when I started to voice my
opinion that I was not comfortable with this. I
wasn't comfortable with it for two reasons. One,
I felt as though, given the available cash that
the girls had left, this was a large sum of money
to be going into real estate and real estate that
was 3,000 miles across the country, into one
location. But it wasn't my fiduciary
responsibility. I didn’t handle or advise or
counsel them andfor any of my clients on real
estate projects or anything like that. I only put

their money into institutional assets allocation
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model portfolios. That was my domain. But as a
financial planner, I felt their budgeting was
becoming compromised and their liquid cash was

becoming compromised. And I was suggesting that I

‘thought maybe this might not be -- but what was

told to me was that Keith and Yuri -- they trusted
Keith and his opinion of Yuri. They trusted Keith
and Yuri's idea of the project and they all had it
under control. And pretty much, I was told thank
you but no thank you for your advice or your
concerns. And my only role was to honor requests
when Yuri and Natasha would request wires of money
and simply figure out what account to liguidate it
from and send it out.

Q. Were both Bronfmans, based upon your
knowledge and based upon your interaction with
them and Keith and Nancy, have gone into any of
this real estate, into Precision Development
without the guidance and/cr blessing of Keith
Raniere?

A. Absolutely not. The girls knew nothing
about real estate and they knew nothing about
investing. And they went out there for a day.
They had dinner and walked around on some

properties. They didn't understand things like
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this. What they trusted was Keith. He had about
four years of daily communications with Yuri. I
mean 1 would be with Keith and he would be at my
house on a Saturday afternoon or Sunday evening
calling Yuri. They spoke every Sunday, for the
most part, and they had a three- or four-year
relationship, a friendship. BAnd Keith and Yuri
would discuss the structure of how this real
estate project was going.to be. And, you know,
the exchange was that Yuri would do the work,
Keith would help hem out with some of the figuring
out and the contracts and mentoring and
counseling. And Yuri could run things by him and
Keith would recommend to Sara and Clare and
educate, adwvise, and counsel them. So, that was
his role. But Sara and Clare would have never
done this real estate project if Keith didn't have

the relationship with Yuri and Keith had not

- strongly recommended that this was a good

investment and would make a good -- Keith and Yuri
spoke every day and he felt confident that the
girls shouldn't worry; that this was a good
investment for them.

Q. What about the condos?

A. Same thing.
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Q. Did you hear Keith at any time suggesting -
advising the girls to go into this particular
investment?

A. Yes.

Q. What did you hear him say?

A. There were many conversations, either by

telephone ~- ceonversations that Keith and I had

‘personally and intimately about those kinds of

things where he would voice his opinion. There
were these meetings occasionally at Nancy's house
that I would sometimes be a part of and‘sometimes
that I wouldn't be part of where I would overhear
them all talking about it. So, for the‘most part,
I was a check-writing disbursement girl, you know.
And Keith was my boyfriend and my companion in
different things, and I worked in the company with
him on the business line. And the exact time and
location, I don't know. There were numerous,
numerous conversations about it.

Q. When you received a request from Yuri after
the decision to do the condominium when yoﬁ
received the requests, would you then just wire
them the money when you were asked to liguidate?

A. The procedure for a couple of years was that

Natasha, for the most part -- it might have been

MERRILL LEGAL SOLUTIONS

B00-826-0277 818-593-2300 Fax 818-593-2301 www.merrillcorp.com

66




10

11

Yuri occasionally -- one of them called the office
or sent e-mail that: We need $200,000 -- 3300, 000
$400,000. And that happened maybe once or twice a
month, once every other month on a constant basis.
Angd after the request we would be given the green
light from Sara, Clare, Keith and Nancy and Yuri
either in those conversations or it would be
communicated to us that it was okay to honor the
request they sent to ligquidate this money. So,
the first go-around was $13 million. The second

go-around was five million. And, last March it

needed this much money and that it was okay. They
were going to invest this much money and they

thought it was a good idea.
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Q. Did you ever ask for or receive from thé
Plyams a breakdown of what was being spent?

A. Yes. I remember one time they came in for a
meeting and Keith, Nancy, Sara, Clare, and myself,
Yuri and Natasha were at this meeting. And this
is when there was already a very large sum of
money that had gone out. I think this might have
been in the summertime of 2007. 2And I was beyond

my comfort of the amount of money that was going
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1 anybody concerning this million dollars, why it

2 was going to Frank Parlato?

3 A, With Keith.

4 Q. You spoke to Keith?

5 A. Yes.

6 Q. When was that?

7 A. Beginning of January.

8 Q. What was discussed?

9 A. Keith had shared with me that he felt as
] though Yuri was embezzling money and that he was a
11 crook and how devastated he was about this. And
12 Frank had gone out there and discovered that in
13 Keith's and Frank's opinion that Yuri and Natasha
14 were stealing money and misappropriating funds,
15 and that Frank Parlato had real estate development
16 experience and background and Frank knew how to

17 work with people to get things done and he thought

{18 it was best that Frank go out there. And he was

19 recommending to the girxls to hire him and put him
20 in charge of the project and make him the CEO.ahd
21 have him oversee and handle things and that the.
22 agreed-upon amount to pay him was one million
23 dollars: BAnd Keith was telling me the million
24 dollars was warranted because just being able to
25 transfer ownership on some of the assets alone was
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worth one million dollars for Frank. And Frank
wasn't willing to take on the project unless he
was paid the one million up front, so Keith
thought it was a good deal to pay Frank the
million dollars because the girls had already
invested over $20 million and Keith still felt the
project, once completed, would still meet 25
percent or great part of it and that a million was
a small price to be paid for the potentiality of
anywhere from $20 million to $40 million to come

back.

N

MR. CROCKETT: Objection. Move to
strike as not responsive.

Q. When you were in the discussion with Keith
did he say he instructed that the girls should pay
the money? |

A. Yes.

Q. Wexre you instructed my anyone else to get
the money and pay it, or did you do that based
upon the discussion with Keith?

A. I wasn't instructed. The instruction came
to Becky who was oftentimes the point person for
some of thé implementation of the instructions.
And, so, there was instruction given to Becky who

liquidated this million dollars. And Becky
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CERTIVFICATTIOHN

STATE OF NEW YORK )}
8S5:
COUNTY OF ALBANY )

I, BETH S. GOLDMAN, Certified Shorthand
Reporter, Registered Professional Reporter, and
Notary Public in and for the State of New York, do
hereby certify that BARBARA J. BOUCHEY was by me
first duly sworn to testify to the truth, the
whole truth, and nothing but the truth, and that
the above deposition, pages 1 through 210
inciusive, was recorded stenographically by me and
reduced to computer-generated transcription.

I FURTHER CERTIFY that the foregoing
transcript of the said deposition is a true and
correct transcript of the testimony given by the
said witness at the time and place specified
hereinbefore.

I FURTHER CERTIFY that I am not a relative
or employee or attorney or counsel of any of the
parties, nor relative or employee of such
attorney, nor am I interested financially directly
or indirectly in this action.

IN WITNESS WHEREQF, I have hereunto set
my hand and seal of office at Albany, New York.

BETH S. GOLDMAN
Certified Shorthand Reporter
Registered Professional Reporter
Notary Public
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PROOF OF SERVICE

I am employed in the County of Marin, State of California. 1 am over the age of
eighteen years and am not a party to the above entitled action. My business address is
711 Sir Francis Drake Boulevard, San Anselmo, California. I served the foHowing

documents:

NOTICE OF MOTION AND MOTION TO FOR LEAVE TO FILE A THIRD
AMENDED CROSS COMPLAINT; DECLARATION OF FORD GREENE IN
SUPPORT THEREOF, MEMORANDUM OF POINTS AND AUTHORITIES

on the following person(s) on the date set forth below, by personal delivery at the indicated
addresses at my direction:

Robert D. Crockett, Esq.
James C. Wald, Esq.
LATHAM & WATKINS

355 South Grand Avenue

Los Angeles, CA 90071-1560
Phone: (213) 485-1234

Fax: (213) 891-8763

Email: bob.crockett@lw.com

Email: james.wald@lw.com
Attorneys for Precision Development LLC and Castle Asset Management LLC

[] (By Mail) I caused such envelope with postage thereon fully prepaid to be
placed in the United States Mail at San Anselmo, California.

[] (Personal I caused such envelope to be delivered by hand

Service) 10 the person of the addressee.
[ ] (Ovemight I caused such envelope to be delivered by overnight
Service) carrier o the addressee set forth above. -
X (State) I declare under penalty of perjury under the laws of the State of

California that the above is trué and-cerrect,

(1  (Federal) I declare %L@ employed in the 0ffice bf
this court at whose-dire

of the bar of

DATED: January 11, 2010

NOTICE OF MOTION AND MOTION TO FOR LEAVE
TO FILE A THIRD AMENDED CROSS COMPLAINT
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